
DU!a 

Book 2.35 

January ll - lS, 1940 

Regraded Uclassified



- A -
Book Page 

AGriculture 
Income Certificate Plan: 

Uemorandum - F~olea - l/12/40...... ...•...•••.••• . .• . 235 160 
" - Blough - l/12/40 . • • . • . . . . . . . . . . • • . . . . • • . 163 

Proposed memorandum f or FOR frOG Treaeury.... . ....... 168 
Associated Gas and El ectric Company 

Krock (Arthur) resWIId of bankruptcy filing "on grounds 
that Securities and Excha,.;e Com:&iaaion ruling leaves 
it wit.bout neceoauy funds" - 1/12/t.O................. 102 

- B -

Bank of Al:larica 
Seymour, .obi tney: On th of office if enj$oged by Comptroller 

ns Special Counsel 1n connection with Bank of America 
discussed at 9 : 30 mee ting - l/ll/40 ..••...•••••. .•..... 

Tiagner (Senator, New York) and HMJr diecuso resuo~ of 
pest year - 1/ll/ 40 .•..•..••.•.•.......•. ..•• .. . ....... 

a) ~r di ecusoca witb Steagall .••.••••..• ..... .....• 
Ctlrter Glass, "aener, and Ste"!;all n::kcd to ::cet l<it.h 
~r, Delano, Bell , and Foley - l/l~/~0 ...•••...... .... 

Delano detaches certain national bank exam1nPrs for 
excl udve assistance to Seymour in prosecution of ease -
1/12/40 .. •••••••. . • ....••.••. .•.•.•.••.•••..••.•. . .. .. .. 

eso million Covernn:on t deposit in Bank diacuaoed by Foley 
at 9 : :30 llleeting - l/15/ 40 .•.•........... •• .... . .. . •...•• 

Bioff , \'li lliam 
See Tax Evasion: lAovi e Cases 

Budget 
•Since budget is a recOCll!!endation• Coston and Schwarz think 

a word of appreciat i on that reco~endatlona have been 
accepted from I CUr IIi gilt be appropr late - l/11/ 40 ....... . 

Business Conditions 
Noble (C011111erce Depert;oent) provides report on exports -

1/12/40 .•.••..•••.....••.•.••.•..••.••.••.•••••.•••.••••• 
Haas memorandWi on situation for wool< ending 1/lJi 40 .....•. 

- c -
China 

Transportation conterences between kllericon Consul at 
Hanoi , Indo-Chino. ~nd Sbeaban- l/!2/40 ............ .•• •. 

Cben =emorand\111 on supplies of tin and tungsten - 1/12/40 .. 
ColOIIbia 

See Latin America 
Creel, George 

Tells Gaston of hie "distress about Treasury ' s reluctance 
to appoint l•rs. Rosolter for Comptroller of Customs in 
San Francisco" - 1/ll/ 40 ..••••••.•.••••••..•......• · · · 

17 

33 
:39 

172, 196 

198 

)09 

5 

121 
35:3 

lO), ll5 
ll7 

Regraded Uclassified



- D-

Diaaor>da 
See War Conditi 0111 

- F -

Fegan, Paul (&n Francisco) 
See Indiana: Paul V. UoNutt ease 

Federal Deposit Insurance Corporation 

Book J>a&e 

lihite, l'Oilliaa R. (Superintendent ot Banks, !lew York) , 
in place of Leo Crowley discussed by HKJr and 
Morris Tremaine- 1/lS/40......... . ................. 2JS JJS 

See Foley aiiiiOr&ndlll on illpreasiOII ud.e at 
T .. porary lletiOilal Econ011ic Ca-ittee hearings: 
Book 236, page 6) 

See New York Times clipping of January 91 1936, 
on appoiatlaent as Superintendent of Banks: 
Book 236, !)8ge 310 

Feia, Herbert 
See Latin America: Colombie -

HKJr lcmg auspicious; now catches Feie "red-handed" 
Finland 

See ~ar Conditions 
France 

See liar Conditions 1 Airplanes; Fr ance 

- G-

Gold 
USS I!OBOLULU; USS NASHVILLE: Acknowledg»ent of plaque 

COIIIDezorating delivery of $25 allllon in gold from 
Portsnouth, ~d - 1/12/40 •••••••.•••.••••••••.. 

- H-

Hill, John Brigllt 
Poley aemorandum 1n connect i on with Senator Reynolds ' 

{North Carolina) recommendation for Custoaa Court, 
New York - 1/11/40 ••.••••.•• .. •..•.••..•.••.•.....•• • 

a) Copy sent to FDR ••••••• ••.. ••.••••••••...••••••• 
b) Copy of Reynolds' letter t o General Wat son •••••• 

1) T~taon'a aemorandua to FDR ••••••••••••• . ••• 
HOIIOLULU I uss 

See Gold 

107,109 

63 
6.4 
66 
68 

I 

Regraded Uclassified



- I -

rnc .. o Tax Rettmlll 
Book Paa:o 

Oao in coanection with prosecution of anti-Soaitic 
aentillallt diacussod by Jackson and IIIUr - 1/l.S/ 40. • • 23S ) JO 

Iad1•n• 
Soo Tax ~vasiOil 

Information Expoodituraa, Goverooent 
Treaaury Joins Agriculture, Interior, at cetera, in 

teatifyina before Budget Bureau in connection with 
attack by Congressman Wigglesworth on coat thereof -
1/lS/ 40. • • • • • • • . • • • . . . . . • • • • • • • • • • • . . • • . • • . . . . . . • • • • 31.4 

Internal Revenue, Bureau of 
Suocoas of fiold set-up discusaed by Cr avea a t 9:30 

meeting - 1/11/40. ................... . . • . . . . • . . • . • • • 8 
Belvering asks t o discuss procedural cootacta between 

Bureau and Treasury before any orders are given -
l /).2/ 40 . • • • • • • . • • . . . . . . . . . . • . • . • • • • • • . • • • • • • • • . • • . • • 184 

Violation of procedure est.ablhhed by ll:lJr in cases 
wbere taxpayers protest aga ins t adJustments proposed 
by eu•lning officers eri ticiZ..S severely by KJJr 
in a emorandum tc Helvering- 1/lS/40........ ........ 36S 

See &lso Book 236: Intern&l Revenue, Bureau of: 

Latin Alllerica 
Colombia• 

Hanes, John 'li'. 

- L-

Conference; present : HMJr , Traphaa:eo , Jones, Welles, 
l"oia , Cochran, Cotton, Turbey, Jaruillo, 8lld Laylln -
1/13/40. • . • • • . • . • • • • • • • . • • • • . • • . • • • • • • • • . • • . . • • . • • . . . 223 

a) Tra phagen and KMJr discuss progreso of proposal 
t o buy $500,000 face &JDOunt of their own bonds 
a s requi-~ - 1/13/40.................... . ...... 212 

b) l•elles reoorts cooversation with J anuaillo: 
"Tbi.ogs not going so well• - 1/15/40........... .)41 

1) IIJI.Tr asks 17elles about Feia' conference 
with Franci s r.bi ta...................... ... J4S 

a ) Report of conversation between 
Cochran and Reuben Clar:C (Ut ab) 
in which Clark re port s one or two 
conversatious between nhite and 
Feis - 1/lS/40....... .. . ............. . 380 

1) RMJr feelo this clearl y demonstrates 
Sta te Departmen t ' s anxiety to keep 
matter in thoir own hands; reels be 
boa nt last caught Feis •rod-hnnded" 

2) See also further conver sation about 
J.elles and Feis: Book 236, poge 1 

Regraded Uclassified



Latin Acerica (Continuad) 
Coloebia (Continued) : 

- L - (Continuad) 
Book 

Cotton 11011orandwll on conYeraation with Traphagen 
who et&tes that TUrba.y is now undercutting bis 
offer of •overall service of fl , ?SO,OOO a.nd 
~2 m1ll1on thereafter•- l/15/40 ••••••••••••••••• 2)5 

Traphagen sends I!IIJr copy of letter be ia sending 
Jones - 1/15/40 .. .. ...................... ... .. . . 

Paraguay: 
l!liJr ' s letter to Hull concerning availability of 

Treasury expert on fiscal accounting by Government 
~f Paraguay - l/12/40 .................... .. .... .. 

!Acltutt, Paul V. 
See Tax EYesion: Indiana 

llovie Cases 
See Tax Ension 

NASHVILLE, USS 
See Gold 

Pa.rsguay 
See Latin America 

Public Relations, Treasury 

- ll -

- N-

- p -

Soe Inforraation Expend! tures, Government 

- R-
Revenue Revision 

Dougbton's letter on reco~endations from taxpayers 
aaeembled by Hanes and tran8llitted to Congressional 
co.aittees on taxation discussed by Sullivan at 
9:)0 ""'eting - l/11/40 ........... , ..................... .. 

Revenue Act of 1939: Cost of Adainistering: 
PDR aeka that Currie, representative of BUreau of 

Internal Revenue, and a third parson study -
1/13/40 ............................. .. ................ . 

Revenue Act of 1939: Sullivan me:oorandum co=enting thereon 
"by and large a good tax bill•- 1/15/40 .••••••••••••••• 

- s -
Se)'1llour, Yr'bitney 

Oetb of office if engaged by Comptroller ns Special Counsel 
in connection with Bank of America discussed at 9 :)0 
meeting - 1/ll/40 .. .... . ................ • .. • .. • ...... • .. 

Delano dstaches certain national bank examiners for 
exclusive assistance to s.,-our in prosecution of 
Bank of Ame.rica case - l/12/40 ......................... • 

Page 

381 

)82 

88 

222-A 

)76 

17 

198 

Regraded Uclassified



- ~ - (Contillued) 

SUnrblatt, Jlr. 
Coast. Guard case: O.oiaiCD to be appealed t.hrougb 

Court ot Claiaa- 1/15/40 •• •• ••••••••••••••••••••••• 
Speeohea b;y IIIIJr 

Capitel.iiiiD: 
Jonathan Uitobe11'a dratt- 1/12/40 ••••••••••••.•..•• 
Copiea ot propoaed speech sent to Stewart, Rietler, 

llellett, and Viner tor suuaat.ioaa - 1/l'J/40 ......• 

Book 

235 

a) Rietler'a replT- 1/15/40 ••••••• • ••••••••••••• 
b) Villar' a replT - 1/22/40: See Book lJ7, page 'Jl 

Swed• 
See ll"er CODditioaa 

- T-
Tax EYaaion 

187 

251 
307 

IDdiana: llcNutt, Paul V.: Paul Fagan aa\ca fiiiJr tor advice 
on $10, 000 contribution ill campaign; IWr auspicious 
of this "highly iaproper quer;r•- 1/11/40...... ... . .... 61 

a) WUaon ( Secret Service) report on apartment 
ill St . Francia Hotel rroa whicb call C&lls -
1/12/40. • • • • • • • • . . • . • . . • • . . . • • . • . • • . . . . • • • • • • • • • • • 106 

llovie Cases: Indictaent ill Bi oft case end proiZ""SS of 
other cases diacuased b;y Fo1e;y at 9:30 Meting -
1/ll/ 40. • • • • • . • . • • . • . . . • . • . . . • . . • . • . . . . . . . . . . . • . . . . . . . . 1 

taxation 
See Revenue Revision 

Trade Agreements . 
Extension or program discussed by Doughten and lli.Ur -

1/13/40. . . • • . • . • • • • • • • • • • • • • • • • • • • • • • • . • • • . • • • . • • . • • • . • 218 

- 0 -

o.s.s.R. 
See iier Condi tiona 

liar COO:ditions 
Airplan.es: 

-·-
Frencb to be Ci van 25 Curtiso-llrigbt P- 40' a t r0111 

ArrAy order: 
a) War Department memorandUIII to General r.atson 

at llhite House- 1/11/40 •.••.•.••••...••.•••••. 
b) Conference; present: IIIIJr, P1even, Jacquin 

(Collills 111)- l/12/40 .•••••••••••••••.•••.••• 
1) er .. t &r&titude tor orter expressed; 

desire only- eertaill French equis-ent, · 
eepeoiell;y radio eleetrici ty 

Watson aaked b;y II!U r to place report ot expected 
dellve"7 to J.nq and la-.y by aontha end by llllkes 
on PDR'e deakJ Wataoa ' s t.aediate ooeebao\c •now 
don't take too ~ planes away tr011 ue• - 1/15/40 •• . 

e) Thie report diiiCilaaed by Wr and Collins ••••.• • 
Di-Oilda• 

lotea "" the tr~ ill Old ted Statee - 1/11/40 •••• • • •. • • 

26 

386 
387 , )89 

90 

, 

Regraded Uclassified



- II - (Oont.inued) 
Book 

liar COIIditloos (Cont inued) 
Ecoocalc Dnelopoents Abroad: 

White .eaorandum - 1/15/40 •••••••••.•.•.••.•••.•.••• • 2J5 
Exchange market resum~ - 1/11/401 etcetera .•. .••.•..••• 
Finland I 

Loan le&isl&tiao discussed by Procope nnd Cochran -
1/12/40 .•. . •••.• . •.••••••••• • •••••.•••••.••••..•. .. 

a ) Cochran explains why l oan IU'f not be 1111de 
part of operation of Stabilization Fund 

Orders for munitions diaoussed at 9 : JO meeting -
l/12/ 40 ••.••••••••••••••.•. • .••.••• • ••• .... ••.•••.. • •• 

Cochran , witb assistance of Federal Reserve Bank of 
New York, r eports on holdings in United States market-
l/15/40 ••••.••••...••.•.•••••••.••••.••••.•••••.••••• • 

France: 
Hold.inss Abroad., Declaration of• American l!'abasey , Paris, 

reports on conversation witb one of Couve d.e ll:urvUle ' s 
assistants in the llouvent General des Fcmds COilCernin& 

lack of intor3&tion on any aaaats carried in the account 
of Bank of France- l/ll/40 ••••.•••••••••••• •..•..•.••• • 

S..eden: 
Possible loan discussed by Cochrnn, S"od.iah lllnister, 

and. Commercial Counselor- l/12/40 •..••.••••.•.... .. •••• 
a ) Cochran states that onl y Jones can answer the 

questi on of whether loan would be made by 
Reconstruction Finance Corporation or Export­
Import Bank 

U. S.S. R. : 
Federal Bureau of Investigation roporto to General Watson 

on Amtor g Corpor a t ion wi thdrawals fro~ Chose National 
Bsnk nccount - l/ll/ 40 •••••••• .• ••••. .••.••••..•. . .. . .• 

lihUe, oilliam R. (Superintendent of Banks, !lew York) 
See Federal Deposit Insurance Corporation 

Paae 

394 
J0, 205 , .)2J 

136 

18J 

J04 

57 

208 

49 

Regraded Uclassified



... 

GROUP MEETING Januar:r U , l94o. 
9:30 a . m. 

Preaent: 

B. M.Jr: 

Harria : 

H.M.Jr: 

Harria : 

H. M. Jr : 

Harris: 

H. M.Jr: 

Harris: 

H. M.Jr: 

Foley: 

H.M.Jr : 

Mr. Graves 
Mr. Sullivan 
Mr. Bell 
Mr. Haas 
Mr. Thompson 
Mr. Cochran 
Mr. Gaston 
Mr. Harri s 
Mr. Cotton 
Mr. Schwarz 
Mr. Foley 
Krs Klotz 

The:r are vrong, the buai nese wasn't in exceas 
in ' 39? 
The business 1n San Diego 1e, local merchants 
in San Diego. 

San Diego reports the ' 39 business in excess or 
the '3S, so it i s good. 

Yes, so it is really in our favor. 

But you collected more duties in December, ' 39 
than you did in December, '3S? 
But you threw more business into San Di ego which 
apparently had been previously been going over 
the border. 

Could you do it a gain tor January? 

I have another report coming 1n from Los Angeles. 
I Will watch 1t tor January. 

I have Just got a couple or things I would l i ke 
to clear. I got a memorandum here from Foley 
as or December 30. This was our famous meeting 
With Sam Clark, wi th the Department ot Justice, 
and I Just thought - I had a fol low-up here, you 
eee. Number one, the Biorr oaae. 

I ndictment . 

Right. Number two, oaae against Schenck. 

1 
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Foley : 

H. H. J r : 

Folay : 

H. l·! . J r : 

Gas ton : 

H. M. J r : 

Foley: 

H. H. Jr : 

Foley: 

H. ~l .Jr : 

Poley : 

Bell : 

- 2 -

He wrote us a letter and asked for additional 
informat i on. Elmer i s getting t ha t now. The 
information hasn ' t been s uppli ed to him yet . 

liell , the move i s up to the At t orney Gener al 
in this thing . 

Yea . He sai d that ht> waa pl•epAred t o go ahead 
but there were certain additional things he 
wanted to clear up t~ith Phil and he ~<ould get 
i n touch • . .ti th Phil during thn t week, Ph11 :1enchel, 
and he has tfi'itten a letter asking for certain 
in!'or~tion, :::~o st of which would CO:::I8 tron Elmer 
I rey ' e c enorandu::l and thnt letter has been re­
ferred t o Elmer. He is gettinG t hat information. 

Hot·: long will i t take Elme r , Herbert? Let us 
!'.noli tomorrO\of corning , wi l l you? 

Yea. 

The reo r sani zation case. 

The 90 - day letter has gone up. 

To Mr. Zanuck ? 

Yes. 

What about Kr. Kadis? 

That all d epends on the Zanuck case. After they 
read t he reeord they will determine what they 
will do criminally a gainst Zanuck, Kadis, Dover, 
and all the other people involved in t :tat trans­
action . 

Then I woul d l i ke to know tomorrot·J when I r ey is 
going t o do t his . 

Now, Bell , uould you tell the people tmat we did 
on the Hill ~11th Hr. Taylor and l!r . Dough ton, 
j ust as you can r emember ? Di d you VJri te a memo­
randum on that? 

I dicta ted it. I t is i n the mill . 

2 
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H. M. Jr : 

Bell : 

H. U. Jr : 

Bell : 

H. !·!. J r : 

- 3 -

Just what did I say to them? You remember. 

\/ell , 1·re 1vent up t o see Chairman Taylor or 
the Anpr opri ations Committee end Chairman 
Daught on of t he 1'1ays and Means and the Secre­
tary told them that he was there at the sugges­
tion of t he President t o tell them that he had 
no program with respect to any loan or any other 
action in Finland. There had been a number or 
bills introduced. 

That t he President had no program. 

That the President had no program, excuse me. 
And he 1~uld like for the people on the Hill 
to make up a program and deci de what they >rere 
wi l ling t o do on the Finnish situation. They 
pr essed the Secretary pretty hard as to whether 
or not the Presi dent had anything definitely i n 
mind and he said no , that he di d not heve, and 
then they asked him the di rect question a s to 
~rhether 1f they passed a bill maki ng a loan 
or taking other action for Finland, whether t he 
President ~rould approve it , and the Secret ary 
sai d he thought that he would, so they Just said 
that t hey would talk to the l eaders and see 
1rhot coul d be done and after they had that talk 
they r1i ght ~rant to go over and discuss t he matter 
1rith the President before any action was taken. 
I t lias l eft in that for m. Does t hat about cover 
i t ? 

The only other t h ing - we will put i t on the 
record - I s aw the Finnish !Unister l ast night 
around 6 : 00 o'clook. I tol d h i m in stri ctest 
confidence that I had been up there to see 
Doughton and Taylor and t ha t t hey were taking 
t he matter under consi der ation. I i mpre ssed 
upon him t hat our going up there lfas a con1'1-
dential matter. I hope it stays - it is funny. 
Chai rman Taylor was very, very happy over t he 
f a ct that he had a vote in hie commi ttee , 17 to 
something, that no sub-commi ttee on appropriations 
in the House could rai se the estimat e - the com­
bined es timate above the preeent lum!) sum in the 
budget . I said, •Well, i s that a secret?• 

3 
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Bell : 

R. H. Jr: 

Bell : 

H. !-~ . Jr : 

Bell: 

H.M. Jr: 

Bell : 

H. M.Jr : 

Gaston : 

Bell : 

H.M. J r : 

- 4-

00h yea,• he said, •that is a secret; nobody knows 
it.• 

I tnougnt, Dan, unless somebody else t hinks other­
vise, t hat at my press conference at 10: 30 I was 
going to congratulate the Houee Appropriations 
Committee on what they hnve done. I was going t o 
say I thought it was a ewell move. 

If ell , I suppose that ie ell right . There is a 
little tight on up there, you know, between tne 
t'IIO Houses ae to wu1ch one will get the credit 
tor all ot this. One is trying t o eet up a 
cocmittee ·and the other i s opposing it: 

But tn1s nails it. 

That nails the budget as t o the t o tal amount. 
Ot course, what they will do i s cripple some 
other activity and put in what they want and 
t hen t here Will have t o be some estimates in­
creased. 

You don ' t think this is good? 

Yes, but I don 1t •hink it ~1111 hold. I t hink 
when it gets t o tne agricultural committee, 
Cannon will have some pet pro jects he ~11 put 
in and reduce others. 

You think it i s a move in the right d1rect1ont 

Yes. 

•bat do you think , Herbert' 

I think particularly it you are asked the ques­
tion it would be a good thing t o say naturally 
you are gratified, you made the suggestion that 
they are carrying out, but aside from t hat tact 
you t hink it i s a sound pri noiple in government 
that they ahoul d consider then, the whole over­
all budget picture , jointly. 

No , I didn ' t get that ••• • 

No , this move in the HouRs - i t is a Rouse 
appropriations bill passed by motion, that 1s 
all. 
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Bell : 

H. M. Jr : 

Bell : 

Gaetoo : 

Bell : 

Gaeton : 

H. !-!. J r : 

Gaston : 

H. l·!. Jr: 

Schw•rz : 

Sch11arz: 

GRaton : 

Schwarz : 

- 5 -

Sub-col111!littees . 

Sub-co~ittees , when they bring 1n their report , 
the combined t otal of their recocoendationa can 
not exceed t he Presi d ent ' s budget. 

I n other words , t he agricultural oomo1ttee .••• 

I am a little doubtful about getting in on that. 

The c gr1cultural co mmittee 1s confined to the 
amount specifi ed in the budget for agriculture . 

It s eems t o me t hat i s a thin(; fo r the President 
and t he House and it see~s t o ce you would be 
injecting yourself i nto an internal House situa­
tion . I t hought you were speaking of the other 
thing. 

That I covered. 

l·ly advice 11oul d be no. 

Chick? 

I am just 11ondering whether there is an oppor­
tunity to point out t~~ cooperation betveen t he 
executive P~d the legislative branch, but I am 
i nclined to agree wit h Her bert that it i s injectin& 
the ':'reasury into - t hey are r esponding to the 
Pres i dent , responding t o his plea. 

liell , ue are part of t he • • •• 

•••. execut ive branch. I think a pasain& comment 
of gr atification •• •• 

or course, as a part ot t he general picture of 
order and tying the whole appropri ations p i cture 
together, I thinlt you eight oake eome co-:L.,ent on 
it. 

I t i s an opportunit y t o reemphasize what so many 
of them tail t o adc1t, that t ho budget i s a recom­
mendation and 1t 1s grat i f ying to 'sse the recom­
mendati ons accepted. 

Regraded Uclassified



H. H.Jr: 

Thompson : 

H. M. J r : 

Thompson : 

H.M.Jr : 

Bell : 

!!. H.Jr : 

~hoopson : 

H. t~. J r : 

Gaston : 

H. li. . Jr : 

G~tston : 

H. l-!. Jr : 

Thompson : 

R. l·!. Jr: 

Bell : 

H. M.Jr : 

l'/e will s ee. 

Thompson? 

- 6 -

I read of t he plan 1n the paper t his mornLng and 
I think they are doing a very tlne thi.ng and I 
don 't believe it would be out ot the way tor you 
to conunent . 

You think i t is all r i ght ? 

Yes . 

I do too. 

If you are asked the question ••• ~ 

It can always be sti mulated. 

If the auest i on come s uo. I don 't believe I would 
raise it myself . I f it coocs up , I think i t i s 
all right . • 

I had the f i1•st good ride in t he Bui ck last night. 
They t ook out ot the top of the back seat a pi ece 
of a teel hto teet long 1~hioh the fell011 in sewing 
it up acci dentally l eft i n t he t op or t he back 
seat . 

~hat 111 the rumble back there. 

Norman Thompson came Ln and thought he had per~ 
sonally round it. He was so pleased. It was a 
pi ece t hat big (indi catLng ). 

Just like a surgeon , a felt odds and ends, 

Got anything, Norman? 

No. 

Dan' 

I go t a letter trom the President putting me on 
the Cen tral Committee of the Red Cross. 

I recommended that . 

6 
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Did you r eally? Then I got one troo 1-!r. Davi a 
asking me to be Treaaut•er, a lot 1'/0rae. Do I 
have t o be t hat ? 

I am afraid you do . 

The Tr easurer has more liOrk to do no1<. Thla is 
Just to take care of all the detail 11ork . 

You had better look out, he wi ll take care or it 
too well . 

I ac Afraid you hP.vc to . You don 1 t have t o go t o 
the oeetings. 

0 . K. I eu;>oose 11e will ht> U!) a.;ain~t the old 
question t h<tt we hr.d n couple of ye3J's ago about 
investing Red Cross funds . 

Hot Cross buns . 

I am told , hol<ever, thnt they are f ast shifting 
to Government s, so maybe it von 1 t be so difficult . 

I don 1 t kno>r l<hat happened while Hanes 1·1as in 
there . 

Elliott ;:tadslJOrth told me that they ~;ot out of 
their bonds pretty 1rell last spring and ~1ent into 
Governments. I have Hadley's cable on Po stal 
Savings. 

YPa . Do you need it today? 

O~~ no . The market was very dull yesterday and 
nothing happPned. rretther did the F'ederal P.eserve. 

Did you reduce the one hundred fifty to a hundred? 

Yea. 

1/e are only goin g to offer 100 million dollars 
worth of bills neJtt 1·1eek. 

Harold, did you 11 i n or lose on that game? 
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Even. 

That i s always my ambition, ·to break even, Take 
a couple or minutes and tell us what you d id 
ort1cially. 

Yes , sir. 

Gee , that is going to be hard. 

8 

I vas in Chicago for three da7s and v1aited all of 
the Revenue orrioee and the State Procurement office. 
I was in Denver !or one day and via1ted the Revenue 
ortices and the State Procurement oft1ce and the 
!Unt. I was in Los Angeles tor two da7s and via1ted 
the Revenue office, 

Did you t1nd any or them good, bad or 1nd1f!erent? 

I was particularly pleased everywhere with th1s 
new Revenue set-up. That is functioning well, as 
nearly as I can observe. Apparently it i s a change 
t hat is very satisfactory !rom the point or view 
of the t!l.Jq)ayers and praoti tioners and a great deal 
or headway i s bei ng made in checking up the baok 
tax cases. That goes tor the cities that I have 
centioned and San Francisco and Seattle. 

Couldn ' t we pretty well get out another kind or 
statement on 1939, comparing it with 138t 

We got out euoh a statement last summer. 

How about another one, as soon as Sullivan i s i nt 

I t hink the s tatiatios are readily available and 
favorable. 

A certain type . or course, we are now discovering 
that we are falling way behind in our f i eld examina­
tions. 

'Well, 70u are not falling behind, that ian 1 t correct. 
The number or cases bei~ exa-1ned is less but the 
program of examining 1938 returns is 1n excellent 
shape and it 1s not behind. I t will be completed 
without d1tt1culty b7 the and or t his fiscal 7ear. 
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11ell, tho first f ive months we are about 35, 000 
behl.nd . 

Not behind. The number of examinations is 35, 000 
l ess but t he Bureau sent t o the f i eld only about 
6o percent of the number of r e turns th1s year 
t hat they s ent last year. 

Yes , that is true . 

So it i s not correct t o say I'll are behind. \fe are 
current . 

9 

Let ' s defin e t he word "behind" . 1'/hat Harold means , 
the thing t hat I point to uith p ride is, that 1te 
shorten the length and time o f examinati on of each 
return. I mean, wher e i t used t o take - how long 
when I came in here? 

1fe trere years behind. 

1/e have shortened that so that in the year 1939 
all late l93S re turns 1fill be exo.mi ned. 

I n the f18ce.l year •4o all r e turns 1'1led in l4arch, 
1 3S u1ll be completed. 

Yes , I think tha t 1s r i ght. 

I f they sent less re~xrne to the field, that doesn 't 
mean they 11ere behind in the exru:~ination of each 
1ndiv1du nl return. ifnen you ge t do't.'Tl to statistics, 
you want to be eure when you go agains t this fellow. 

I am aware of that . 

';/hat the Bureau has done i s t o exerci se much greater 
care 1n the selection of returns t o be subject ed t o 
examination and that means t hat the field offices 
are not called upon to !'lake eo many examinations 
ae they have i n the past. I n other words , they 
are weeding out t he non- productive cases before 
they start instead of wasting t heir time, so to 
speak, wit h a great many non-productive examinations 
and thnt means that they a re making fewer exami na­
tions under t h1s system but more productive o nes. 
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I say again, let ' s get up a statement . I f you 
got out one last summer, let ' s get out a more 
recent one and l et ' s you and Sulli van and I s it 
down and take a look at i t . 

Hay I suggest a calendar year of ' 39 statement? 
lie had a f i scal one. 

Let ' s ge t u:o for 1 39 Juot what 11e di d do and all 
of this stuff that you are saying, let ' s put it 
1n and let Sulli van nut in 11hstever he wants , but 
let ' s - the three or us - sit down ·Jith Schwarz. 
I would like to get out a statement for the 
calendar year ' 39 · 

I think that would be a good i dea, sir. 

There is one furt!\Pr sign1fioant thing, to ce. 
In the country i n 1939 the amount or der1ci encies 
assessed >~as greater t han ln nny year I no11 recollect 
since 1931. So fc.r in the fiscal year '1+0 , that is, 
throu~ December , t·re are abou t eight oer oent over 
the f i scal year for a corresponding period, not-
w1 thstand.l.nt; this reduced nlll!lber of e Xll!llinations. 

You mean i n money? 

I n money , whi ch bears out the poi nt I was t r ying 
to make, that t1e are doing better ;.ork, core 
productive >:ork a:td caking fe\<er •no change" 
exaoin11tions . 

There is still &ol d i n t hose unexami ned returns. 

\lell, there 1 s a lot of basic material in those 
unexamined returns, where our whole effort has 
been to out down the time wasted i n unproductive 
exami nat i ons, and of course there is gold but 
1t is on a reletive proposition. 

llel l , Sul livan has nn i dea thAt you ought to ge t 
togethe1• and 1t you had more men you would collect 
more money. 

That i s true. 

And he do esn 1 t think 1.-e have enough oen. 
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He is right. 

lfue.t we are doing i s getting the cream, the eAsy 
monoy, nnd not doing tho job we are supposed to 
do . 

I still say I t hink i t 110uld be good to get out 
a stAtement for the calendar year ' 39. 

I will talk with l~r. Sullivan . The only r eason 
I raised the poi nt is that I wnnted everybody t o 
have that thing in mind nnd such a report not to 
be written in a way that might embarrass us in 
any effort that we e i ght later ~:~ltke t o cure that 
s ituati on. 

This entire t hing or decentrali~ing I nternal 
Revenue is a whole plan which I liOrked out and 
which Harold wrked on and i t 1e one or the things 
that when I am tbrou!;b her e that I am entir ely 
responsible for and I l i ke t o keep watching it 
to see how trell or badly it 1-rorks. 

I thi nk i t i s 110rking well. 

Let 1 s take anot her look at it, you see. I •:ould 
like to keep followin~ it . 

Ho11, 1ihat about Procurement? 

I visited the Procurement offi ces in Chicago, 
Denver, Los Angeles, San Francisco and Seattle, 
and there is a detl ni te falling ott o~ the a!lount 
of work that they are doing Md purchases are 
pending in the direct ion of bei ng what you eight 
call chicken- feed purchases. I think perhaps 
20 percent or a quarter or perhaps mo r e of the 
~urchases they are making are in amounts or l eas 
than five dollars , thnt sort of thing. I am 
having analyses made at Chicago and San Franci sco 
and Sea t tle which wi ll gi ve me exactly t he stntis­
t i oal pi cture . The whole trend i s natural l y 
downward as the 11orks Progress burden diminishes . 

lfuat i mpressi on did you get or these offices? 

They are very well systeanti~ed. ~ey are orderly 

11 
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and have good personnel . They have the ap9earanoe 
of being well adcinistered. I t i s a very creditable 
ei tuation, I thlnl:, a s t o their availabil1 ty to do 
other and core important purchasing for the regular 
establishments , that is another thi ng. 

Did Harold ' s investigation cover the matter of 
s ilver that t<as taken up here six or eight months 
ago, about which some furt her investigations were 
going t o be made? 

1/hat do you mean , Harry? 

Do you remember we r ai sed t he question o f possi­
bi l i t i es of reeY-amininS the purchases o~ domestic 
silver in view or the auch lnrgcr incentive for 
f l•aud, and at t!lat ticae it HIUI turned over to ..•• 

I think the Secret Service and the Mint have 
j oint ly covered that ground. 

Has a r eport been made on that? 

I think so . 

The Hex1can Undersecretary told me and repeated 
to Tommy Tho~son, that ho beli eved that t here was 
a great deal of silver being smuggled out of Hex1oo 
and ?Ut 1n our domestic purchases. ' I take 1t your 
Hint reports pretty uell cover t he ore taken out 
of the ground and the yield from it, so I didn 1 t 
pay a great deal of attention t o it. 

I think it i s very unlikely thn t 
i mportant or t hat kind going on. 
to look up the t iles . 

there is anythins 
I will be gl ad 

I t could amount to 7 million ounces easily. 

Anything else? 

That is all. 

Basil? 

t:othing. 

12 

Regraded Uclassified



H. M.Jr: 

Haas : 

H. H. Jr: 

Haas : 

H. M.Jr : 

Cotton : 

H.M.Jr: 

Cotton : 

H. I·! . J r : 

Cotton: 

H. M. Jr: 

Cotton: 

H. M. Jr : 

Schwarr.: 

H. M.J r : 

Coclu·an: 

H. M. Jr: 

- 13 -

George1 

I have nothing thi s morning. 

George, how i s the new order picture? 

Yea , i t ia down substantially trom what i t wae 
in the high of September. In terms of physical 
quanti t ies, it i s about equivalent t o 11~ 1n 
the Federal Reserve Board I ndex. The Federal 
Reserve Board Index for December is 128. 

Harry? 

(To Cotton) Did 70u get Traphagen? 

Yea , I d1d. He ia @Ding to call the Colombians 
today. 

You will get that "WOrd to \'Telles? 

Yea. 

Did he say ~ny i t happened? 

He said he was trying to get t he approval of 
Council. I also take 1t he is going to say 
substantially lfhat he told you the first t i me 
he came down. 

'Zhat 18 . .... 

Two m1ll1on three or something like that. 

Chick? Baby talk? 

That is right . 

Merle? 

I suppose you saw Senator Pittman ' s endor sement 
t o Mr. Aldri ch ' s r ocommendnt1on about tr'ee oir­
cu~Ation of gol d. 

Yes . Harry saw it , too . 
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I have nothing else. 

Sull1 v en? 

Last n i ght t here 1·tas sent out t o the house 
Ur. Doughten 1 e letter on the l·!orgenthau report . 

Read that . I t is very interesting. Leave out 
the thank you ~tuff, but the other thing I 
th1nk is very interesting. 

'Z'h1s :-efers to what \tao previously known as the 
HMes report, the conferences of taxpayers. 

•I have examined wlth cembers of the sta~f the 
oater1al submitted &~d om of the opinion that 
it contains much that will be or benefit to 
the Cocm1ttee in the consideration of future 
tax l egislation . 

"You emphasize that the reconmendations contained 
in t he summary do not purport to represent the 
viel·:s of the Treasury Department , Md further, 
that the vi ews expressed are , in the mai n , thos e 
of to:q>ayere 1'11 th relnti vely lorge incomes and 
importMt business conncctions, for the reason 
that such persons are t hose moAt keenly consci ous 
of tax problems Md have t he abi l ity t o cake thee­
selves effectively vocative . •~reover, you point 
out that the wider e~erience of these ~ersons 
with the aoolication and effective of our tax 
laws 1nd1cstes· tha t it is but natural that the 
greater nuwber of suggestions for changes i n our 
tax structure should cone froc thee. 

•I heartily concur 1n your note o r caution ao my 
experience ,.,ith hearings before Congressional 
Co mmi ttees clearly supports your poi n t . For 
these reasons , I suggest t hat it uould be or 
aid to the !·!embers of the Comm i t tee i n helping 
t hem evaluate t hese suggestions i f your staff 
1-lllUld i ndicate the connection bett<een the ldt­
nesses and the recommendations . For example, R 
suggest i on froc manufacturers of an article sub­
ject to 8ll excise tnx, that the tax on their 
product be r epealed, mi ght not warrant the sane 
conside~ation as a eimilnr recommendation 
from t he general publi c . 
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•In addition t o informati on r egarding t he source 
or these suggestions, i t would be or the great­
est value to the Committee i t your staff would 
indicate its reaction to each recommendation. 
Further, it would be desirable i f an indicat ion 
could be had as t o whether, in the opinion or 
t he Treasury Department, the material contai ns 
any suggestions worthy ot the present consider­
ation ot the Co mnittee whi ch are not already 
cover ed by the studi es now being made by the 
Treasury Statt and th~ Stat! ot t he Committee. • 

I thought it was an amazing lett er and I t hought 
that Mr. Gaston should teel vindicated . 

I would li~e to know who wrote it. 

I inquired if one gentlemen was friend or roe, 
here. 

Meaning? 

stam. 
I thi nk i t is a very g1•at1tying letter coming 
from Stam. 

I don ' t know. I t indicates a possible desire 
to use t his a s a springboard tor some 1bings. 

1/ell , I don 1 t know. Stay suspicious. You 
should, in your new capacity. But I thought 
on t he record it you just don ' t try to read 
anything into it , i t is an aoazing letter. 

\le have got to answer that and where do we 
go from t her e? · 

That i s your job. I didn ' t expect it, but I 
wanted the group to kno~1 that I t hought i t was 
an amazing letter and I think I 1-rould Just hold 
it. If there is no publicity , all right, but 
it there i s, Chick, it 1e available and i t can 
be given out. 

It is a corking good letter. I don ' t t hink 1t 
puts us on the spot a t all. 
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H. M. Jr: \/111 you handle it 1'rolll here on? 

Sullivan: I will . 

H. ~l .Jr : It 1a an amazi n g l etter. I t lllade Gaston reel 
very much pl eased. I ttant to say thi s for 
Dough ton, in all the y ears I have worked tti th 
h1111 I have never knotm hi m to do a tricky t hing. 
He hasn ' t got it in him. He has alt·tays played 
absolutely square wi th me. 

Sul livan: \/ell, I was connecting t h is letter t."ith another 
letter I had seen in the file on ~02. ?here 
are certain phrases that ware q ui te sirlilar and 
that o ther le t ter wno written by Stam. 

H. H. J r : You will have t o t alk uith your otm eta:::'! to 
1'1nd out . 

Sul liv an : Yos . 

H. H. Jr: You ought to apply the acid test to each persoR 
t hat you take it t o . 

Gas t on : I think it puts the thing right back where i t 
ought to be. 

iflllte : Moreover , I th1~ i t is t he sort or letter t hat 
we have a right to BX)leot . Ir they were very 
competent, that i s exnot ly what they should have 
replied. 

H. M. J r : I t i s a peach or a letter. 

Sulli van : ITe a..-e asked t() pa ss on each recocmendation. 

Gaston : That i s the r egular routine or our duties, I 
think. 

Sc hwarz: Take thelll at race value and give them our 
op.1n1on. 

H. H.Jrl You put your :;hole brai n on it and then we tdll 
see. I am avai lable 11' you want to consult . 
I think we got over a very d i f'1'1cu1 t situation. 

Anything e lset 

16 
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Do we or don 1 t we take the onth? 

lie don 1t. 

:an you explain that to Dan? 

Dan, lawyers representing receivers do net take 
oaths because they are not employees of the 
Government in the sense th~t you and I and the 
rest of us in this room are and in 1S67 \.-hen 
the Cocptroller's office was established -
since that time t hat practice has been going 
on, There is no difference at all between the 
character of retainer that i s being tendered 
to Mr. Seymour than there is the character or 
retainer that has been tendered a thousand times 
over in connection with every lawyer that is 
retained by a r eceiver. 

He isn't retained by a receiver. 

That doesn ' t make any difference, he is paid 
by t he same rule. Those lawyers are not em­
ployed by the receiver and tho receiver derives 
all i te autb.ori ty f'ro'l the Comptroller . The 
receive:-s have no more authority than the 
Comptroller himself' . If the receiver, through 
t he Comptroller, can ' t retain attorneys nov 
with the approval or the Secretary after the 
reorganization - before it 1~s with the approval 
or the Comptroller. It is a si milar situation. 

Do I understand that would be the same fund? 

This would be from the going bank fund . 
' 

Going bank fund? 

Yes . 

tlot the insolvent fund . 

17 

Regraded Uclassified



Foley: 

H. M. J r : 

Bell : 

H. M. J r : 

Foley: 

Bell : 

H. ll . Jr: 

Foley: 

H. M.Jr : 

Foley: 

- 18 -

Uo , this ls not the insolvent bank. The pro­
vision of law i s exactly the same. 

I 110uld like t o know for my satisfaction whose 
idea was 1 t to ask th1a fello•,, to take an 
oath? 

\loll , it was just 1\seumed thllt he would toke 
an oath. 

But I want to kno:t who a!lked this. 

I took Seynour to tloroan Thocpson ' s office anC. 
I said, •t~oraan , t.1.ll you .;et all t~e pe.pers 
together? Now, I don 't think lt is necessary 
to ssl: !Uo to ta.l:e an oath of office. • 

No:·op.n said that he would look into i t and I 
lookec into it very carefully the night that 
you offered this retainer to Dean Acheson and 
the first quest ion he naked me lthen he &ot 
baol: to his offi ce wns 11hether o r not he >rould 
have t ~ take an oath or office . I f he takes 
an oath of office, then he is not r.ble to take 
employment from other clients and rE'present 
adverse claimants a~ainst the Treasury and 
against the Government and <Is worlted all night 
here and I have the opini on that we got up 
that n i ght and I adviced Dean Acheson in the 
rnorn1n~ that l f he t ook thnt retainer it would 
not be necessary for him to take an oat:: of 
office. 

\fell , that is right. 

Just for e. !ll!nute no11. I asked you (~oleyl to 
ask h i m, di d he ever bel on.; to e. co= unl st party. 

He said no , not any more than any other Republi ­
can. 

Have you any doubts in you1• mind? Have you the 
sli ghtest doub t in your mind, because that 1s 
what is b e hind i t. 

Doubts about what? 

18 
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1-.'hether he ever belonged. t o the communists. 

I have no doubt at all . He isn't a communist 
i n any sense of the word. . He i s a conservative 
lawye r connected with a conservative , well 
thought of, 11ell trained offi oo in New York. 
He is number two man to the out standing fello\: 
in the trial f i eld in N!m York, J ay Thatcher, 
f ormerly Solictor General of the United. States 
and fonaer Dist rict Judge and he understudi es 
him . Thatchl!r probnbly gets the crenm of the 
good appellate work i n !lew York now and t his 
fellow is taking - he i s 39 years old, is under­
studying him a."ld takins the stuff he can 't handle. 
I t is the ver/ be at stuff in Neu York. I have 
no doubt about the man ' s abi l ity, 

Here. ia the point . One mi nute Oy Upham says he 
i o a Tory, see. The next mi nute I gather he i e 
a communist. Well nov, you can ' t be both. 

Oy hasn ' t told me that . He had. some doubt about 
his abi lity and f itness for t his case but he 
didn ' t say be was a oommuniet . I raised the 
question when be didn' t want t o t ake t he oath ae 
to why somebody sbouldn 1 t want to take an oath 
of offi ce. 

I t hought Oy was behind it . 

I am the one behind it. I always like to know 
when a person doesn't like to take an oath of 
oft1ce . vhen they come 1n the Government servi ce . 

I t he does , he wi l l have t o seoarate himself from 
hi s f irm and he will not do t hat and I don 't 
t hi nk you could get any active practitioner to 
come i n here and handle t hat case on that kind 
ot a basis and I t hink if we ask th is fellov 
to sign the oath of office he won 't take the 
l'etainer and I t hink t hat then we ~till have to 
seleot somebody from insi de the Government, but 
if we want t o give t h18 retainer to somebody 
out si de t he Government to carry on a disinterested 
hearing, I t h ink we have to face that and • ••• 

Are you satiefiedt 
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I am satisfied. 

\1ood and Marx in Cincinnati don 1 t take any retainer 
to represent us and we have paid them over a 
million dollars. The same thing i s true of every 
other lawyer that i s engaged for special servicee 
by the Comptroller ' s office and isn't on our 
regular roll s working all the time. 

Is that true for t he special attorneys for the 
Department of Justice? 

I don 't know about them. I think this is a special 
s ituation, so far ne the Comptroller is concerned, 
and I have l imited cy examinati on to that situation. 

I am sati sfied. 

Ro''' 11.bout you? 

Yes, I am. I s i mply wanted the legal advice. 

I think we are very fortunate in getting t his man. 
\le have got him, haven 1t we? 

5o far as I know, we have. 

We are talking about Whitney Seymour, who is to 
be special counsel tor t he Comptroller in connection 
with the Bank of America. Incidentally, unless some­
body thinks it i s a mistake, I thougllt I wuld say, 
if t hey asked me about the Gi annini statement, that 
my Job, as I saw it, was t o look after the interests 
of the denositors of the national banks and I will 
conti nue to do eo even though t he management of 
some bank calls me some mean names. 

That i s 0. K. 

That i s my Job and I am going to continue t o 
no matter even if the management - you see. 
would you say the controlling interests' It 
management , isn't it' 

And that is as far as you would got 

Yes • • 

do it, 
Or 
1s the 
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Even if in the course of that duty I have t o 
take some abuse. 

That i s all r i ght . 

Hl'lve you ever met Hr. L. H. Gi annini? 

The older Giannini, yes . 

That is A. P. 

He called on me lthen I was in FaM!I Credi t . !lo 
Giannini has ever asked to see me since 1933. 

I have in mind that you ~ight be asked if t his 
statement was a p6rsonal matter and it seeced 
that that was an answer. 

Ml·. Giannini called on me in 1 33 ant'. demanded 
that he be enabled t o deal direct with the Land 
Bank in Cali fornia, that hi s interests must have 
direct contact . I ~tdn 1 t give h i m one and from 
that day to t his I have never seen hi m. 

This statement wao by hi e son . 

I have never met the son, and t he older man only 
once. He has never a£ked to see me . 

Eddie Oreenbau.o sc.ld h!l would like i t ouch bet ter 
lf t hat meeting could be later in the week instead 
of Tuesday, next 1<elk • 

How are you fel lows making out? 

Smith and Spencer wlll be here. J.lr . Ottley ls 
a~1ay on a hunt i ng trip and the secretary said 
she would get in touch ·~th him last night and 
wri te me a letter. 

Better leave it. 

He sal d he· would have to make some sacri f i ce. He 
said he has stockholders' meetings and some other 
matters. 

21 
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Have you go t any others of tho three adv isers? 

I haven 1 t heard . Bates ie going to be here. 

Did you ge t one of the other three? I f you do , 
tl.on 1 t insist on Eddie coming t his ti:Je. I 
wouldn ' t insist on it . 

All r i t;ht . 
I 

Herbert? 

Al Cohn asked 1f it would be possible to bort·o~; 
Harold Gravoe to reorgani ze the city government 
of Loa Ant;elee . 

;[e ou~ht to or,.;an1ze a pool here, see, of all ~f 
us and IH' will sell Harold, ':lrovided we eaoh 0o t 
what ever 1t is , a ninth or n tent h . LAt 1 a say 
:;e will t,;i vc Hnrold t1·10-t~nths i f he does the 
110rk and then we will divide the rest equally. 
I think he ought to have an oxtrn one nercent 
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for do i ng hie servi ces and the rest to be divided. 

I thi nk sending h i m up ls oat•rying decentrali zation 
too fa.r, oir. 

IncidentAlly, you were goin6 to sho\1 me t!-!At letter. 

Yea, ! will . ! have .;ot nnothel' one also. 

George Creel was in yesterd.ay tor more than an 
hour . He had been tnl l:1ng to Farley. He ia very 
distressed about our reluctance to appoi nt hie 
candidate, Mrs . Rossi t e r, for Comptroller of 
Cuetona in San Francisco . I told hi m that it 
11as the boli ct of Hr. Harr i s nne! the Bureau of 
Customs that they d i dn 1 t need any Coopt r ollet• 
at th1e t i ne . I s that right , Basil? 

Yes , that is right. 

But it is politicall y very i mportant t o blo. He 
has been talki ng t o J im F~rley and Jim Farley was 
going to cAll oe up r i ght nway. He ~tants me t o 
call Jim up and I baven 1 t heard from Jim. The 
11ay we had left 1 t previously was that we t~ould 
do nothing until some action waR taken on the 
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Leek apoointment as Collector. I am i nclined 
to say we ought to continuo to leave it t hat 
way unleos we ge t socp very intense ~ressure 
!'roc somewhere. 

Talking of Leek , when you go to see George Creel 
I thouoht I oubht t o send you i n the rPci pe I 
read about hal i tosis. Did you see Johnson ' s 
column on ho1; to cure i t ? 

No . 

He said the best ~<ay to curA it WI\S to take 
some over-~ioe cheese and some garlic . ifuen 
Oeore;e Creel and Bob ilatson cace through, I 
kept backing away from t hem. 

He i s 6-oinr; to call me up 11 t noon today. I 
thi nk I had better tell him that 11e had rather 
t.;al t a ~thile . 

I ~<111 leave it entirely wi th you e.nd 3as1l . 

\le are in a ruess on that Look thing. 

Are you get t ing any progress on that? 

Oh yeo, the thing i s .• •• 

I t is not our f i ght, why don ' t we sit by? 

! mean i n accepting Downey ' s and Creel ' s sugges­
t ion that he put for11ard a man that ~e i:new in 
the beginning had no possi ble chance of g~ttine; 
t hrough. Thc.t ie the r eason I haven ' t go t much 
confidence in some of hi s stnt ements . 

You t wo fellows get together and let me know it' 
I am to do anything, ~~ll you? 

Yea. 

You asked oe t o bri.ng up thi o lett er fro:~ rormer 
Senator Coolidge i n r egar d to his former secretary, 
O' Connell, Dani el F. O' Connell, whom t he Collect or 
in Bost on wlehes me t o appoint a e a Field Deputy, 
Assistant Ohi et' Fiel d Deputy. Coolidge is under 

23 
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the 1mpreeo1on that the reason he wae no t 
appointed wns because 1t requi res an executi ve 
order to appoi nt a man over a certain age , but 
i t i s a Bureau regulation and not an executive 
order. The ~an i s 64. The Bureau has been 
adhering strictl y to a policy, I understand, 
ot not appointing - not permitting t he appoi nt­
ment ot Deputy Collectors wbo are over 55 and 
thi s repl y ie along that l i ne. 

if111 you give me somet hi ng t o ur1t e Pa \Iatson 
on it? 

• 
Thls reply had been prepared in the Bureau. 

\lho signs 1 t ? 

I t i s a letter tor your signature transmi tting 
a letter to the Presi dent which carries t h i s 
information, that we don ' t appoi nt neople over 
64. 

Fifty-five. 

Anythlng else? 

Yes • • •• 

I thlnk we will have to stop, Herbert, unless it 
i s emergency. 

No , it 19 nothing important . 

24 
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.... . I \. 

THE WHITE HOUSE 

WASHINGTON 

January 11, 1940 

r};hSONAL ~ OOJlFIDUI'l'IAL 

,.u,;JOR All 001! r'OR 

TliE Sl:lCRE'rAl!Y OF l'H<. TRUSiiRY 

Thia oonfirns in '11J"iti"ll .mat I told you ovor 

tho phone . i lill you please r eturn it , ae 1 have 

not ydt ohov:od it to the 
Pr osi dont '(/71\ 
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Ev •. n; t.. \ oA'rSON 
Secretary to tho l I'OOidont 
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Cpptid'l'''' ,. ''''AD'] 

Saor etacy llorc en tbau baa read 

enoloaed -r1111da 8114, 1n aooorc11111ca 

with :yol.ll' nabea, I u r eturuinc thea 

to 70U ~OJ' 70RJ' ~1~aa. 

Sacret&r,r t o the Saoretar,r. 

27 

Regraded Uclassified



I_., 181 1140. 

8eorota17 llol'cetbau baa 1'N4 

eoloaed _,_d& 8DIS, 111 aooo~o• 

70UJ' wilb .. , I • l'OWmiJII tlMa 

fOD tol' 70UJ' til••• 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

I NTER O FFICE COMMU N ICATION 

DATE J1U111&17 11, 194o 

TO Socrot&r)' Morpntlleu 

,..,.. Mr, Coebra.D 

'B~toro eend1nc to t he State Deparl11:ent t h1o &!ternoon a reply to 
ct bleuu fli5 of JMW•'7 10 from Ambaooador l!ul.Utt , I d1aeuosed our drett 
wltL Dr. Barry Wblto , &nd aloo mentioned to the latter the Secre tary'• 
lrt•root In haYing t ruo two of uo get together with Dr. Fela to talk over 
tit Idea which Fell ~lvancod oo~e time ago t o the Secretary In regard to 
~ ~iortnklng by certain foreign countrleo with reopeet to gold. 

I t elephoned Dr . !'eio while Dr. 11hlt e vao In my office end brought up 
tl It oubJeet. !'elo ot&ted that he had prepared no mezorandum oettlng forth 
hl o Ylowo, &nd prefer red not to put t heae vl eva In writing, alnee t hey vera 
otrlot ly paroonal and ohould not be Interpreted In any~ ao enanatlnc !roc 
t ie State Depart ment. He oald tbat he had talked t he question over with 
D1 . Jncob Viner .. h•· weeko ace. end would b e wllllnc to talk fUrther vlth 
ol.lto &nd Cochran whtlnt'ler conYeli.J.ent. He stated t hat the baole Idea vao 
t!Jit l:11Jl&nd and :i'rruoee ohould be asked to undertllke t o lDlpoae no lmpedl­
mrnt o to t he lmportl\l"lon or uee of gold for " certain period, aay five 
:.r•·aro. e.tter the ten>lnl\tlon or the war. He realized that th1a railed mo.ny 
f!Utrt l ono, but he t h•>U<lht t heee could be dealt with ontlafactorlly once the 
Cf'nrral quu tlon wna opened. 

Dr . White exoreued t o Mr. Cochran h1o c oncern lest any dlocuolion by 
tl~ Tr oaoury Depart~ent of ouch a policy eYen ~otlng the poaalblllty of 
01.r ! oar1nr; reot rlctlono on the uoe of gold mlr;bt ciYe rise to hermtul 
n~ro. He felt lliewloe t hat It is l.:poulble for a varrl ng countJ')' t o ctn 
n< v en Ulldertaldng of the oort desired. !l.r. Cochran mentioned to the Seer6-
t~ry t ho opln1ono adveneed by Dr. White, vhloh Mr. Coehren Ia Inclined t o 
olJ~ro In the ab sence or any convincing ar~ento !rom Dr. lela, and the 
Sro~etary screed tbnt no Immediate meet ing 11 neoeeoary. 

When Mr . Cochrt~ ment ioned t o Dr. Felo that be waa sending over thio 
afta rnoon to Dr. Fe~• a cablegram !or despat ch by the State Departooent to 
~bnoo~or Bull1tt, 1D anower to t he latter'• 1115, Dr. leis eakod t hat thlo 
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bt held up until to1oor rov olnce ouch lcport.:u>t queatlono were l::lvolnd. When 
!!I . Cochran read tb.1 propooed cablegram. Dr. l"elo i,....d latelY &g&ad t hat t hh 

""' a n appropriate !Ulawer and could go forwel'd at once. 

7olo Yol~teered t he opinion t hat he did not like the a ttit ude aeauced 
b;r Reynaud in h1o c.onveroatlon with klbaoaador :Bul.Utt . 
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30 
TREASURY DEPARTME NT 

INTER OFFICE COMMUNICATION 

DATI: Janu&!')' 11, 19li0 

TO Secret.!')' Morganthau 

Mr. Cochru 

CONFIDENTIAL 
The !oreilll exc~>&n&e mark:Bt wao Yary dull with the rate !or oterl1DC 

!luctuat1x in a narrow range. In New York, the opening quotation !or oterl iDC 
vae 3·95-1 4. Shortl;y t heroatter, it touched the lov of 3.95, an4 then 110,..d up 
to 3·95-1/ . It reaained ot&a47 until Juot before the clooe, when t he ra ta 
further otreocthene4. '!'he final quotation vao 3·95-5/S. 

Selu of apot oterliDC b;y the four report1DC ballka tot.led 1.274,000 fro• 
the !ollovioc oourceo: 

B7 co.merc1al concern. • •••••••• • •••• • • • ••• • •••••••••• • • 153, 000 
By tore1sn baoka (iUrope) •••• • • •• •••••••••••••••••••• • • 121,000 

fot.t ••• • 274,000 

Purchaoeo o! opot s terling amounted t o ~80,000 , ao in41cate4 belov: 

By coamerc1al concerna • • •••••••• • • • ••••• • •••••••••••••• 161,000 
B7 f oreign banko (lurope and Far Eaot) ••••••••• .• •.••• • 1~,000 

T-otal •• •* 2 ,CXlO 

'l'ha federal ReoerTe Bank of Wev York reported to uo that the Guarant;y 
!ruot Coll))&!l7 had purohaoe4 oterling for forward del1nr7 from cotton exportero 
on tho baoio o! the open market rato in !lev York. On our 1nqu1!')' ao to the 
reaoon tor the oala of forward aterliJl& b7 such e:rportero 1n the open -. .. latt, 
vhen the Br1t1oh Control has been conoiotentl;y purchaa1DC oterling cotton billo 
on the baoh of the o!ficial rate, Mr. Mcl.eon otatad that the sterling oo14 hero 
tor forward del1Ya!')' coTere4 cotton that vao 110t read;y tc aoYe a-diatel;y, 
Since the .&aerican exporter cannot lmov until the cotton h read;y for ohipMnt 
whether the Bri U oh Contr ol vill bu,. the o\<trl1~>t; billa at the official rate, 
he pr otacto hiaoelt bt ael ling cotton tor forward del1Yer:J' 1n LiYerpool, a t 
the oau tiM oelllng oterling forward ill the open llllrlatt here, Vhan read;y to 
ohip the cotton, the exporter vill e!fer the oterllng billa to the Bri Uoh 
Control. upon acceptuce of the oterling billa b7 the Control , the exporter 
roYaroao the aala of cot t on in the LiYerpool marke t end tbe !orvard oal• ot 
aterl1ng 1n lev York. 

!he followin& roporUng banko ool4 cotton billa totaling n 33,000 to the 
Britioh Control on the baaia of the official rata of 4.02-1/21 

• lJO, OOO b;y tbe Ouarentt trua t Co. 
2,000 b;y the Wa tional Citt Bank 
1,000 b7 the Chua Ja U onal Bank 

1 133,000 'l'ot.l 
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!be other 1~ort&nt ourranc1ea cloaad aa followe r 

Jranoh franca 
CIIUldera 
8w1aa fraDCa 
:S.lcu 
C...WU.an dollara 

.0224-1/4 
·5339 
.2243 
.16sJ 
~ diacOUilt 

fhere were no gold triUiaao tiona oonaUIIIIIILted 'b7 ua t ode;r. 

!he Jederal Boseroe Bank reported t o ua the f ollow1ac ahipaenta of 
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$30 ,000,000 froa C&nada, ahipped b;r the Bank of Caaade to the Jedenl Boaeroa B&nk 
of l aw York for account or the Bank of J:ncliUid. Of thia uount, 
$20,000,000 1a to be oold to tho U. s . .Aaaq Office and $10,000,000 1a 

to ba earmarked at the Jederal for account of the Bank of l acl&nd. 

986,000 fro• J oel and, oh.lpped b;r Sa.uel Non t aco. and Coapaq to the B&nltera 
!ruot Co"P&nT, l aw York. 

4llo,OOO fro• l acland, ahippad b;r Sa.uel Nontacu and Coapaq to the Manufacturare 

!ruat ColiP&DT, law York. 
280,000 froa lngl&nd, ahipped b7 Salmal Non taco. and Co~~pN~T to the Cbaaa lational 

----- Bank, llew York. 
$31,706,000 !otal 

!he laat three ohipaenta will bo aold to the 17, S, .Aaaq Office at •- York. 

!he Stat e Depar t Mnt forwarded to ua a cable fro• the .....,rlcan •aaq b 

London ot&tint; that the Bank of lngland wu oh1pp1nc $2,2117,000 in gold to the 
Jader&l Boaeroa Bank of law York, t o be earmarlr»d for account of the !lwha laUonal 
Bank, 

!he London fixinc p r icaa for apot and forward a1lnr ware 'both 22-1/44, an 

iapron,.,t of 1/44 in the apot price and 5/164 in the forward prlc.. !he 17. s. 
aqu!Yalenta were 39· 55' and 39·25' reapacti••lT· 

A London report on to4&7 1 a Dow Jonaa ticker a tated that about 2,000,000 
ouncaa of ailYar ware beiac ahippad froa London to India, mekinc a total of about 

11,000,000 ouncea - on the water. .AccordlDC to thb -• 1tea, it 1a 'bellned 
tbat the .. ohipMnta repra .. n t lndieJ> purcbaaaa of allnr which were M4a .., .. 

aontha aco froa a tocka in London , and are not new 'buai»aa . It 1a un4.aratoo4 the 

I ndl.an o"""ra of the ail'Yer ban f oun4 the London aarlr» t t oo aall to allaor'b auch 

larp aaOUilta and ban decided t o ahip the Mtal to lndla before the clo" of 

Jabruar,., when tha daclaion will be takan b7 the Indian Oonrnant whether or not 
to alter tha a1her iaport dDt,. !he nawa 1tea further atetea t hat the bull poaltion 

1a the :SoU., a11Yer aarlr»t 1a aotlaated t o be arowo4 52,000,000 OUDC&a, of which 

116 ,000,000 ouncea are 'bellned to be carried oa 'ballk DODt7• 
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!be pr1o•t1D4 for fore1p a1lnl' 'b7 'bo\b ~ IUI4 au-.. eD4 \be 

t ... •IW7.,.... 'llDOiw>p4 a\ 3'4-3/'41 an4 35~ I'UpeoUnlJ'. 
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VI llli4e lix puJ'ChuU of lilT ... \o\al111C 525 ,000 OUDCU ~r \be SllTIJ' 
Purchaae .Act. Of Ud.a ummt, 150,000 oUZ>o .. .,.p., .. ell\e4 a a&le fJ'Oa 1DTentoJ'7 
'b7 one of the 1'8f11l1ac colllp&Diea, an4 \be J'alll&l.Diac 375,000 oUDOaa conahte4 of 
new p roduction a11Ter froa foJ'81cn coUDtJ'lea pui'Cbaee4 for forward 4el1TIJ'7• 

CONFIDENTIAL 
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H. H •• Tr: 

Operntor: 

u.··.,r:-: 
Bob 
Wagner: 

W: 

If: 

H. •• . ,Tr: 

W: 

'If : 

H." .Jr: 

W: 

H. '' . ,Tr : 

W: 

Hello, hello. 

Go nheru'l . 

He~~o . 

•tel!o ' ls;ry. 

Yea . 

~h pretty good. How are you? 

All right. 

23 
January 11 , 194o. 
2: 25 p . m. 

Bob, I called you U? tor this reason. I need a 
little advice and help. !!' you thou~·:t well of 
it, I'd like to have an opportunity to present t o 
the tlhole or part ot the ban't1n~ and currency 
com~1ttee 1n the Senate ~~d in t he House, Just 
what ue•ve been doi ng tor the last yea:r in regard 
to the Bank of A~erica , and I'd like to tell it to them 
executive session . 

Yeo. 

Se'!? 

Yes . You ~ean about - because of that controversy 
you had. 

Oh 11etl 1 t ' o 'be1!13 301n3 O!l no·.< tor t1~0 years , 

Yes . 

A~d it ' ll t~~e us ~ayoe six months more and I'd 
like the Congress to know and have a chance to 
question us. 

Yee . • 

\:e oan • t sa;r a'lyt~l:t~ ;>ubl1cly any 'lore than we oan 
about an inoo~e tax case . 
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R.!-!.Jr: 

li: 

W: 

H, l! •• Tr: 

V: 

; . ·: . Jr: 

Y: 

H.M •• Tr: 

W: 

!l . ·~.Jr : 

W: 

H.H.Jr: 

VI 

H,H. Jr: 

lf: 

H.~ . Jr: 

W: 

- 2-

B•1t 1t ve have a ditfloult inoo:ne tax oaee I oan 
go be!ore the joint oo~~lttee on taxation ln the 
Senate and t he House and have the opportunity to 
explain and we do oooaaionally. 

Yea . 

And so we go up there and ask their advtoe. 

Yea. 

34 

Now why can't we do that where it atteote the tourth 
largest bank in the oountr y. 

Wel l you certainly oan. All you ' •re got to do 1s 
suggest it. 

' fell I 'Aan t to S:lg:Jt~St 1 t 1t you think well ot it. 

Yes. Well I think it is a good idea. ! mean all 
those thlngs - the more in matters as important ot 
that kind that you show a willingness to have the 
Senate understand 1t. I think lt always helps the 
good reeling that exlete , don ' t you thlnkeo' 

Well I think eo, but I 'd like to , it it could be 
done, to do i t both ln the Senate and t he House 
at the same time. 

I see . Well t hen it 'll take - are you golng to 
talk to Steagall about lt? 

I wondered it you wouldn 't want t o sound hie out. 

All right . All right. I'll do tha~ and then let 
you know. 

Right . 

That hasn't got to be done t oday or t omorro>r. 

We ' d like to do it next week. 

Yes. Some time ne~t week. I have a meeting ot 
the oomm1ttee on Tuesday. 

Yes . 

And - beoauee ve want to talk about this study. 
Bar, 1noidentallr, While rou•re on the pbone, I 
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W: 

'! . .. • Jr : 

~~ : 

",".Jr : 

1-1 : 

:l . '' , Jr: 

~I : 

\i: 

:!.' .. Jr : 

W: 

:: . ... Jr : 

W: 

H.Y.J:"! 

W: 

W: 

~ . !! . Jr: 

- 3 -

always ha te t o bother you with t h es e things , but 
I've got a fri end or 1'11ne in ·~ew York who is 1'. 

candidate for - as a 8'1Co,.ss"r t ' Sulll van. Ra•Te 
y~•l oon~ t::tered any'.>o 1;." yet or 1R t~at all ou t or what? 

!/o , that's up to Gu.v. I l •' t h tm do t :1e :;>1o'dn::: 
on t hat. 

Oh , I s e e . Yea . ···w·,e - >~e ll I ' 11 send t h is man 
t o h i m. ! don 1 :: lmo" " '1'l t he is . ~e • s 'lot ll 

::>Ol i t lcian, he ' s a la>:ycr , p r ominent lawye r and one 
- and :·to'.ll d l !':e ~'lB. t ki nd or work , a."!d he ' s a 
first class fel l ou. 

He ' s a sta tesman. 

He ' s a damned good l awyer . 

I say he ' s a s t atesma n . 

I don 't know >thether he ' s a state s man or not- who 
the hell is. 

'·!e l l 1:" yo·.t•re not a ~oll tic !.Rn Y>l ' ra s. s~~":~c 1!t.'l 
"l ... "e, 1 t "J'Yt? :: ) · 1 ."" l : :1.! ~ 3 :\ })"1.>1 ) .. s ~ =. .... ':JA \Cl . 

·ra11. I :J.J;> ! '1"l~ ·.,, .. • 1 ..... ~·. ~· : ;. • ~· .... t ~ -:. :.. ... .-: _ 

poll tlcl.a."l . 

(I!: ! RCE'. 

r cnry, ! t!cre•· a l ittle potato under your lsp t oc!ay ­
tl:e co=i t tee -

Fi nl and, 

Yes . 

~il'a t Cid you clo? 

\.'ell ,.e got a b i l l t l-ere suggesting a loan and we ' re 
sending 1t t o the ':'rea o•Jry ar.d to tl:e P.FC. 

I nee. 
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H. t • . Jr: 

\'i: 
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H.'l . • rr : 

W: 

? .!-! .Jr: 

If: 

R. H.Jr: 

W: 

F! ,1' .Jr : 

W: 

For a report . 

Yes. 

- 4 - 36 

I'm Just goi ng t o see somebody in connection with 
t hat. or course it ' e n tiokl1oh thing 1Sn ' t 1t? 
I don ' t know •rhat to do and the oommi ttee doesn' t 
either . 

Well -

We •re just holding it open tor a whil e . 

Bob -

I' d l i ke to get yom• :;:oerel)nnl V1el'G abo,.t it . 

\'ell -

:know you ' ve got t o be ver y caut ious in your report . 

Yes . 

And I haven 't - I hate t o go t o t hat other feU.ow, 
you know ~rho I mean. 

No . 

tfp at - up et t!-c head. \11th every damned th i ng, 
I hate - I ' m the last f ellow to go to hi m you knov. 

~lell I kno•I how he f eel s on th18 t hing, and he f eels -
he ' d l i ke Congresc to take t~e le~dersr.1p . 

•ell that's i t . I tried to get that today but they 
wouldn't do that. ~bey said oh no , we ' re entitled 
to have these departments advise us as to what theJ -

No . 

Because we don• t want to do anything contr ary to 
their policies you know. 

t~ , no , wel l t here you are . The President , ver y 
distinctly, trould l i ke Congr ess to indicat e to hi m 
ll'hat they want to do on t~o.t . 

Yl.'l! , yee . I said to Mn' , ! said, "Why ce.n' t ~·e 
have an opinion abcut t~ese U:incs • you kno•·, but 
some of them e.re trying to shift the - you kno•·, 
t he reeponsibil~ty. 
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Bob. If you call that a potato, What kind of an egg 
did you lay today Vben you decided to go ahead with 
your banking .study? 

\illy !lo I ~lhaU 

! oee by the ticker, ne~:e ticker, you• re eo1ng to 
co Ill" end ~11th that banking study. 

~Tell we•re- here's what I suggested today t hat these 
becauee there's some of them on there tl"at 

think !loMetr.1ne oue:l"t tc 1·( c".one , ~·e just el:culfr ' t 
die . l:e •re talline nbout cett!nc a report e.ekine 
~·ou for a report or a.ny Eugj\;ertion you may have to 
make of the different agencies and then during the 
eu~er maybe study them. I'll talk to you about that. 

On thinking it over maybe I ' ll call Henr y Steagall 
myself. 

Yes. 

And tc!l h ie the nAMe thine ann then as~ if he ' e get 
i n touch ~~th you . 

All l'ight. 

And tre.t eome tlne ne"t ~·eek if he th i nks llell of 
it I'd like to have a chance to come up there. 

Yes . 8\-rell. 

! ~on •t kno~ •~ethFr you ~art both - t~e ~~ole 
comnitteee or whether you have executive co~ttees 
or llhat . 

Yell I think a thing like th1B you - we'd better 
have the full committee, I don ' t know. 

Well , but we'd want it in executive session. 

Oh of course. Well now maybe that would be better. 
You talk to him and then he ' ll get in touch with 
me I suppose . Ir hc don ' t I'll call h i m. 

Will you do that Bobt 

I' ll call h~ later today. I' ll give you e chance 
t o talk to hie flrnt . 
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W': 

H. I' . Jr: 

W: 

H. " . J r: 

W: 

R. l' . Jr: 

W: 

F . 1' . ,Tr : 

38 
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Yes, becevre rc •r - : rcrErtt r te ' £ ~ct~rr ore ~f 
+te~:e , ycu knn. fel~.o\ r . 

I know. 

~r yee , e~d I ' ~ not n pr1ma dona as you know. 

Oh you• re Jt•st e. swell guy. 

Oh the hell , I - l1f'e 18 too short to be e. prima dona. 
I notice you ' re not one either. That helps you 
a little. 

':.'lu,nk you. 

All right Henry. 

o. r.:. 

Tht.nl': you . 

Gooc1bye. 
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Henry B. 
Steagall: 

H. l' .Jr: 

8: 

H. H.Jr: 

8: 

H.!' .Jr: 

8 : 

!I. " . Jr: 

S: 

H.u .Jr: 

S: 

H. , •• Jr: 

S: 

E . ~' . Jr: 

8: 

H. H.Jr: 

S: 

Row do you do. 

I'm fine , how are you? 

January ll, 194o. 
3:4o p.m. 

Thank you, a happy New Year to you , a hundred or 
them. 

And many to you. 
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Thank you si r. Sorry I was out when you called. 
Been in a little conference t hat had me out of the 
office tor two or t hree years . 

Well I know you're busy, now -

'lery. 

I 1d like to ge t rour advice . 

\·fell I ' m afraid you •re going t o ge t in trouble but 
go ahead, you might risk it. 

You may or may not know, f or oh, a number- several 
yearo , t he Ccmptrollar •s office has been having 
trouble off and on with t he Bank of America. 

Yes. 

And when we have a very troublesome tax case we go 
before a joint committee i n the Senate and t he House , 
and in an executive session, tell them what our 
troubles are you see? 

Yes . 

And ge t their advice . Now what I 'd like to do, if 
you feel 1 t woul d be a good thing would be to ask 
you and Bob tlagnPr. If we could cooe up t here i n 
executive session and Just t ell t he Congre~s what 
we •ve done up to date and what our troubles have 
been. 

1\ould you want, you mean Bob and me, or you mean 
just Bob? 

I think - well I was thinking 1n t eros of t he t wo 
co.,"littees . 

Yes. 
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P . l· .• rr: 

S: 

F. I'. J r: 
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H.lf.Jr: 
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? . JI . Jr: 
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E. ~ . Jr: 

S: 

I! . I' .Jr: 

S: 

H. l!.Jr: 

You see we do t hat, we oan ~o that in tax cases . 

t know wha t you ha ve 1n mi nd . 

An~. YCil l ~ee l.n t &.r. ce.eee I can ' t ever rnake public 
statements . 

Oh you can ' t make publ ic otatements much about 
banki ng . 

T~at• e t he t hi ng. 

Deli cate you know, !t• e like tnlklne about a 
t • 0 l':!rul • 

1·c: 1 -

I 1 1t Jus t \:onder i ne: if you !'ave anytl".1r.e t:·et ' r 
excee~1ngly corficert1al , it 'r mie:tty ci!f' cul t 
t o ever have meeti ngs o f commi ttees , I hat e t o 
say this , I' m afraid thet i t ' s one of my weaknesses 
to talk t oo ouch , but I do think I cen keep an 
executive ses si on , but I swear t o you 1t 1 s hard 
to get it done down her o. 

\·/ell I don ' t know but I certainly wanted to get 
it over to you, Bob Wagner and Carter Glass, 
you see? 

Yes. 

And t hen 1f you do that I 1 ve got to - ought to tell 
i t to one or two Republicans . 

Ye s , t hat ' s t rue. 

But I wondered i f you and Senator Vagner would 
talk it over you see. 

Let 1'\e - is Senator Glass her e now, do you knol11 

Yeo , but ! - th1R morning, he being my own Senator, 
I celled up Bob Vagner. 

Yes. 

And he sa.ld that he'd wait until this afternoon 
until I had a chance to get to you, and t ha t he ' d 
call you if you d1dn ' t call hie. 
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Suppose we C.o •!-.is . Lrt rc cl'k :'Ou th!F . !'d lo•rc 
for SerE. tor Glc.H tc P1 t 111 011 t!-H 1!" 1-e ~-e.rtP to 
bec~uee bank legi slation over there goes t o his 
sub-com~ttee . He' s eo much our senior here, in 
different vays tha t we like to defer to him and 
sometimes we have to. 

Yes . 

41 

I ' m wondering i f possibly you and I and t he Senator 
and Bob might not sit down for a little while 
together and let both of t hem Join in making a 
decision about tl!'etl'er you 1 d call the cor.r.l tteeP 
t og£tl:er enG. •·tat you ehouU do i f you -

\lell -

If :;-ot:' e_ like 
f on •t you tr.ink t~at e i ght be well . 

That would be fine . To tell you the story will 
take a couple of hours . 

Well we - as far as I 1m conce1•ned I 111 give you t he 
time any time you want i t if 1t suite them. 

Well 11' I -

t'c'll· I !-.ave th1P ir. mim' , let np tt>ll you ttis, I ' '~ 

eoinE do'll~ ho~e i n the next t~ree or four da ys , 
to make a speech and don't think I ' c running away 
to Alabama t o get to cake a speech, but this 1•ae 
a speech I kir.c of had to rake . ~hen !'n ~o1n~ to 
oske enot~er epeech t !-et ! pronieed t o ttake that 
I don't have to make , nnd I ' m eo1ng t o be away 
rroo here for a week begi~ !nc about oh, ~rcbably 
~uenday, &omethlng like that, so 1f you wish or 
1f you care to do it you mie;t.t yoursel f talA ~:1 th 
botl: t!-e Senators, cpybe Senc.tor Gla sP l'Oult'i l i ke 
for us t o go to hie l•ot el . 

You l'lec.n bet\-ree-n nov and TuesdaY' 

Yee, any time. I Just mentioned that so that I 
would not be gone. It wouldn 1 t matter to me 1f 1 t 
were delayed a few days but I was only suggesting 
so as to meet your si tuation. 

\;ell I' m here Saturday and Sunday and I cou1d 
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it any Une tl'>.c.t \ 'cult' be G£reee.ble. 

t:ell now -

ET.cept satur day ~orn1ne . I ~con fro~ tcr. to 
eleven I' m busy. 

Yee, well now -

Thnt • s the onl y e.ppo1ntment I have. 

You can set e. time eithFr Se.t urday or S~day a s 
you see f1 t e.r<' I • ll be very cJ.ed to ce c t ~-1th 

you just any t 1c e sui t e our convenience and your&, 

Well I eon't - I t ell you, I Just - I can do 1t 
late Sunday aft ernoon • 

That would be all right w1 tb me if you vent t o do 
it t hen. 

lioll , !our or rt ve o • clool,, 

Do 1 t c.n:r t i me you eay. It ll keep myself - all I 
want is just a little notice ahead so t hat I 
tron 1 t be out of pocket . 

: c1or • t nic( c'o1r t: tl c.·. . I 111 talk lti th hiM about 
1t and let blm consult with t he Senator or I wlll. 

t'culd you cel l him for ne? 

I' ll do thet . 

Rc l~ows ell about i t . 

I'll do that and t alk with h1m end then we talk to 
you age.1n. 

~·e.y't>e your i eee. of havi ng a 11 ttle preliminary 
talk 1e good. 

I kine".. of think r c.ybe beforf ~ e rust lnto on ope!" 
hcar1ne , I heve this thoue~t c.bout 1t , tte t rey~e 
Senator Glass ~ould think that they ought not 
to have called all thi s ll1thout f.trst conf er r 1ne 
about 1 t . 
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- c; -~ 

\"ell ~·ot• !"'t.'" l-c ricl' t uf 1f we - I ea1d I wanted 
your advice. 

\·Tell -

Ji.ni't ! '; nq't>t I can c1 t c5o,:n ,;1 th t h e t l'>-ree of you, 
that woul d be f1ne and I ' t' udjuet myself to t il atev<'r 
you people wanted . 

Then I' 11 talk to Bob ~lagner and we 1 11 call you 
aga1n. 

Thank you. Goodbye. 

Goodbye. 
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SEcrEtary of StatE , 

Washington . 

98, January 11, 6 p . m. 

PLAIN 

London 

Dated January 11, 1940. 

REo 'd . 2:03p. m. 

FOR TREASURY FRH! BUTTERWORTH 

ThE stock ExchangE CommittE£ has circularizEd 

mEmbErs drawing thEir attEntion to thE rEcEnt amEndmEnt 

of thE EXchangE rEgulations affEcting transfErs of 

sEcuritiEs to non- rEsidEnts rEportEd in my 29 , January 

5
1 

6 p . m. From this circular it is obvious that thE 

int Ention of thE British TrEasury is not mErEly to 

simplifY thE procEdurE of non- rEsidEnts 1n thEir 

transactions with rEspEct to th.Eir stErling sEcurity 

holdingsand rEcEipts of intErESt but also to stop any 

tvasicn of thE EXchangE rE3Ula tions through transfErs 

ot British s Ecuriti Es to non- rEs!. dEnts frEE of considEr­

ation or for a nomlnnl considEration . ThE circular i a 

as follows : 
0 ThE 
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98 from London - January 11, 6 p . m. 

"Tht committEE for gEneral purposes , in compliancE 

with the rtquEst of Hi s MajEsty ' s Trtasury, has authori zEd 

thE SharE and Loan DepartmEnt to allow transfErs of t his 

naturE to bE complEtEd , if submitttd for this purposE 

by mtmbEr s , in all casEs in which that dtpartmtnt is 

satisfied that thE transfEr is in respect of a bona 

fidE purchasE for full valuE and that thE purchasE 

pricE has bEEn paid in fUll in stErling out of monEys 

bElonging to a non- rEsidEnt . LikE authority has bEEn 

givEn by His Maj Esty's TrEasury to cErtain of thE banks . 

I t will bE thE rEsponsibility of thE stockbrokEr or 

bank acting on behalf of a non- rEsidEnt buyEr to obtain 

permission for thE t r ansfEr from the SharE and Loan 

Department , or an appointEd bank, and complEtE a 

declaration in thE approvEd form. ThE Share and Loan 

DEpartment or appointEd bank, when allowing tho 

transfer, will 1mprtss on thE rEvErs£ of thE instrumEnt 

of transfEr a stamp •t r ansfEr allowed, ' and thi~stamp -< . • ,. -
will bE acceptEd by registr ars as EVidEwce of Tr~asury 

r 
consEnt. " ... -· 

' . 
JOHNSON ~'· ' ;;.- I -... ~ ' o • r .., 

J 

KLP 

.., ct> ~ .... 

. . 
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CK GRAY 

BErlin 

DatEd January 11, lS40 

REc 1 d 3 :40 a ~m . 

SEcr£tary or Stat£ 

Washi ngton 

74, Janue.ry 11, 4 p . m. 

lly 22€2, DECEmbEr 9 1 6 p . m. 

On Co tobEr 31, 1939, the float~ng dEbt of thE REich 

was 11, 053 mUlion marks . This doEs not includE 14,832 

million r.JB.r!cs of nEw finance plan tax cErtificates and 

109. 2 n1~.111on marks of loan 11 took tax oertifica tEs wlu.ch 

arE alway s listEd SEparately but actually rEprEsent short 

tErm obligati ons s o tbat thE REich 's total short tErm debt 

on OctobEr 31 was 151 993 million marks . ThE incrEasE during 

OctobEr amountEd 1 , 911 million marks of which 784 million 

marks ntrE trEasury cErtificatEs a nd trEasury bills 324 

million bor·•owEd dirEctly from thE ~Eiohsbank and 903 million 

tax otrtl ficni,Es . This rEprESEnts a n incrEasE ovEr t hE 

amount borrowEd on short term duri.ng SeptEmbEr (1, 763 

milli on mar~s) but is lEss tban thE August figurE (1 , 995 

million ma :.•ks l . 

Tht i ncrees£ 1n trtasury oertif1oatts and bills during 

October 
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- 2-#741 January 11, 4 p . m. from Berl in. 

October was m·.ch less thsn the prcvioua month (784 million 

oompo.red m t:~ 1019 million) but nhErus in September thEre 

hsd been a oherp rcduotl on i n thE REich ' s operating credit 

at thE '":cl.chsbank thEre was an i ncrease of 324 million 

mnrks : n October . ThE REich's operating credit at t~£ 

Rcichabar.!t "as shown very frEq\'Ent changes ever since th e 

11m1tat~on to h·.mdred million marks on this form of borron­

ing was rc~ovcd l a st J~c . Alth~ush a ccurate information 

as t o the (lmO\'.nt ~ua borrowed can be obtained only from 

the :ld.c~ 's s ·~atcmcnts of short ter m debt indications t :tcrcof 

which ~VE t~ a dvantage tho~ t~£y may be obtained sooner 

and more t'.o.• cq··cntly arc avnilablc '·n the weekly statEmEnts 

of thE '1eic!l!lbank through t hE chlln3es i n the misccllanco\~ 

nsoet3 l.ttn1 . As c. rulE t his item i s la rgest ~n the end of 

thE mont:.'. stc.tc ; cnts decl i ne:; in thE following t"o or threE 

weeks b,.t •nvar:>.ably shows a n 1ncrt:1S£ in t he l:lst st~:tcm nt 

of t hE r.1ont:.1 . This indic:>tcs t hat thE rcichmarks usc ,..f its 

f acili t it!l f or obtaining direct credit from thE rcichsbank 

a t th£ end of E:lch month when ito demands a rt grea ter e nd 

the l • q\\ldity o:t the monty mnrkct i s lowest only to rc pc. y 

this cr cd· t or a par t of it dur i ng the following weeks with 

funds obt~ •ned from current tax collections and through 

issuance of t reasury certifica tes anA bills whEn money 

IDQr kEt 
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- 3-1/?4, Jcnu~ry 11, 4 p . m. from Berlin. 

mnrktt cond:_tionD c. rc more f c. vor:l·,lc • 
I 

Oc ~ob£" '.1::13 thE 1:\st m;;nth :..n ·h• ob new f i roncc pl:\n 

t a x c n-ti!'l.c c.tcs we r e issued :10 the ir iss=ncc was dis-

contl nuc cl on rovcmbcr lot . This "Jlan wao in force for 

EX:lctl,- o1~ montho and dur ).ng th' a pEriod 4 , 832 million 

marks of tax certificates wert i oo td a lmost cvc~cly 

divided bEtween tyoe:s one anc! two. ThE ir ch:-rcctcr as 

. mtc.no o~ ·:o.;o"J:nt -o no longrr of grcc.t Dign< fic::~ncc s•ncc 

d~£ t; o trc c::5.st- n:; liquidity of thE money mcrkct end t ::c 

!':let t'r.t t~E total amount l.ssucd S.s now known thEy hcvc 

bcoomc c.n cttrcot ivc investment . 

RR 

Regraded Uclassified



THE WHITE H OUSE 

WASHINGTON 

49 

January 11, 1940 

COII'FID~ITIAL ~ PERSONAL 

m.onA!:DUU FOR 

TU:: SECREI'Al!Y OF THE t!U!ASURY 

You can eeo by the accompaeyinl; mtcorandun 

t hat tho Boaa ..,.,to you to read th1a and aond it 

back to me to put in our secr et f i l oa. 

!.!any thanka • 

Pr oaident 

• 
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1!7 .... 

':8, 9lS.40 
17~,()')().'1) 

251.20 
6).01 
)8.2} 

2J0,40 
56.24 

)01.75 
889.ss 
S4.U 
22.1,0 
42.00 
7.00 

18.75 
lOS.OO 

1,)22.211 
80, 509.80 
25,107.84 
)1 ,46l.S2 
S7,060.46 
)4, 241..00 
} ,624.)9 
8 ,000.00 
4,971.8} 

176,16).69 
200, 5)9.90 

1.42,788.80 
7,)07.04 

11,?2).20 
!,()().~ 
ID2,.Tf 
77.55 

1,86s.oo 
206.00 

7.84 
7 , 408.61 
40,8~.11 
511,786.00 

s..tM.7 814ol Scatt oldo llew Tor~, I nc: . 
lluey W. D1ol4rt Co. 
~llafto,lnc. 
llpoci.Al • cbl.o& Tool Enj:ln .. rlllll .. rko , Inc, 
~ Hickok Electr1ca~ tn~tru.ent Co . 
Toledo Scale Co. 
Oeoe.raJ. A.otora O'f'era•u.a Opt~rttt.lona 
S..uocb & Loeb Optic<d Co . 
W...Ul aon Street T&nd.n~:~J. War•nou :-u c,.,rp. 
k dleon Street. Tor mlsu.il A'orehou.rt• CorJ'­
Maai-son---stnet-1'er.~1run Tru-t~hou: '-Ctu :;. 
Iabre.ndt.een-ltol.ler Co • • l nc . ' 
lurea~.a Ve.r1toa 
AIIOC1at6Cl K•ta.la It Minernla CtJtiJ . 
r .aera t«l Me t.o.la Dh· • .U.rlCAn S.WU.lnY,: &: kfi fln l"' Co . 
Aat.oc1atAd Jte t.aJ.a 6: ll.!n..ro. ls Corp. 
Aaaocl.at.ed M.t41a 6. IU.ne.rcau Corp. 
I. J. Scll• bacb & Co. 
J. S. Bacbo 6 Co. 
Polak Traditlll CoaJXU17 
llo&or [D<Jua~rl.d D~ Corp . 
Tbo Ol.laoar Co. 
A.aori.A:ooA SaoUi.ng & Reflnitlll Co, 
To ••t eveot.un J. arn• lnt• u.galnat. -

1./C 124657 f/o A1lo,;bane7 l.udlu.' s ~ .. l Corp. ;1;~ ,<}6 .65 
1./C /:U.6S6 C/o Encweori.ng & Ro:ur•rch CorJ>. 46 , <50.00 
1./C 24655 f/o U.S . Steel £>port Co. - tl? ,fJ5J .:>5 

J . S. 6&cbo & Co. 
Dr&tt. - Lowi.n lletbea Co . 
Dratt - Kelll.ley lbchlno Co . 
Orart - Lced:s & Northrup Co . 
l or .. -llot l'llan marlngo Corp. 
ll&naoO> Van IU.nlr.le llunni.n& Co. 
Broom & Sharpe ll!g. Co. 
Detroit Tap & Tool Co. 
Ohal.to ll&nu.Cactori.ng Co. 
llaftchott Itt£. Co. 
St&nda.rd 01.1 Coapot17 ot Call.toma 
To ... t ennt.ual ctrawlnta ag,.,1nat -

1./C 121.696 t jo AMriCM Wool Hock Corp., •· Y .C. 
8,06}.00 To -t oYOntua l aru~a &f~ inot -

1./C 121.688 t /o &rbor-Colcoon Co . , ~ockfo:-o , 111. t soo.oo 
1./C 124687 t /o N•Uond Tool Co. , CloV<l•oo, Onlo .~7 ,S6).(l(l 

2, 4J4.00 1./C 124218 l.J>crcu,•e<i b7 ~1,65).00 
1./C 12)802 i.ncr ... ood b7 $781.00 
Crec!Ha t /o Suodetr"" U..chl.no Tool Co., Pockfo:·• , Ill. 

20l,U2.10 1 . 8. Beebe & Co, 
)0601.~ - AllraolYOI u ,:.,,'!---"_wred to .. .w- Acoo .. t 
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PABAPH!WIE or '1'ELEGiWl BENT 

'1'0: .American Embaaey, Pari a 

NO.: 29 

DATE: January 11, 1940, 5 p .m. 

ITRIOTLY CONFIDENTIAL FOR THi Al-IBASSA.DOR 
!'ROM '1'HE SECRETARY OF THE TREJ.BURY 

With reference to the queet1one eet t orth i n your 

telegram no. 45, dated January 10, I haTe told the 

Financial Counselor ot the British Embassy at Waehington 

and aleo Leroy- Beaulieu What rq feelings are. When 

Leroy- Beaulieu arrives he can e~la1n in a more eatie­

taotory way than we can diseuse the matt er by means 

ot telegriUDs . 

HULL 

' 

1 

EAID 
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____ ___.......,._,.. 
'f*~M'f'WftATW 

___ .... 
DEPARTMENT OF STA~ 

WASHINGTON 

January 12, 1940. 

The Secretary ot State preaenta hie compl~enta 

to the Honorable the Secretary ot the Treasury and 

enclose• one copy ot a paraphraee ot telegraa no. 29, 

dated Januar:y 11, 1940, to the American Ellba.aay at 

Parle, v1 th reterenoe to t1nanc1al matters. 

J:noloeure: 

To Parle, no. 29, January 11, 
1940. 
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J'BOil& American lmbus:r, Parh 

10;1 09 

DArla Janual')' 11, 19~ 

llouiwr D. RaTerna., ftD&Doe Inspeoto:~~ oal.1ed on 

me this af'ternoon. Be ie ou ot tu intelligent ;roung 

ue1stants ot CouTs de Xurrtlle in the Xounnt General 

du ronde. I brought up the point., 11b1oh vas disouesed 

in a:r telegraa no. 302-l ot Dso81Dber 21, 1939, 8 p.a., 

that in m.alt1ng the declarations ot holdings abroad, it 

is not required that either the client or the pert1unt 

b&Dlt include aAf aesete llb1oh are carried in the dossier 

or aooount ot said b&Dlt in rranoe. BaTerna. said that 

he ha4 been vorld.ng on an arrete 11b1oh would till tbis 

g-.p in tu inTentor, ot rrenoh holdings and probebl;r 

tbie arrete would be published somet1a e within the uxt 

tev daJs. B&Dks Y1ll be required to report to the 

authorit1e .. the totals ot all foreign exchange holdings 

or foreign ourreno:r aooounts belonging to their clients 

and also the total aaount ot their ollente1 foreign 

se0Ul'1 t1ee llhioh are carried 1n their doee1er, enn 

thoup Pb1't;1oall7 looated 1n a foreign oountr,. Ke 

reterre4 

• 
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- 2-

referred, by va:r of explaining t he above, to t he well 

known dielike of the J'renoh of haTing t he Government 

know anything about their private money matters and the 

Government ' s great desire not to do anything at this 

58 

time to frighten the l'renoh people. Therefore the general 

policy v1th reference to exchange control administration 

has been to gradually adopt new reetriot1one; it vas his 

feeling t hat it vas apparent that t hi s policy !W1 been 

auooeaaful. ~ne banks even nov, in furnishing t he totals 

mentioned above , ¥111 not be required to give their 

clients ' names. 

A aeoond arrete is proposed which ¥111 deal v1th 

leakages vhioh have occurred through arbitrage operations 

arising from the disparity in quotations of identioal 

foreign securities on different markete; this question 

ie a more difficult one. Bavernaa aa1d that there vaa 

a tendency for i nvestors to be slightly discouraged from 

bUTtng J'renoh armament bonds beoauae of higher quotationa 

of certain internationals in Par11 than in London, for 

sxa~~~ple. The problem, on the other hand, is complicated 

and affects l'rsnoh interests in other centers. Be ia 

f inding it difficult to work out general regulations 

Which ¥111 prohibit the more objectionable operation• 

but which ¥111 pers1 t 1 leg1 t1lllate 1 onee. 

I 
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I 1nqu1red or H&nrnae Vbethlr e1noe the .Anglo-rr.noh 

r1nano1a1 aocord had gone into errect the eame-rorm&lit1ee 

had to be tulr1lled and the eame proore eubm1tted b7 

rrenoh applicants ror eterl1ng exchange as were required 

r or dollar• or ror other roreign exchange. He replied 

that th1e 1s the case at the preeent tiae (bUt I reel 

oonr1dent that sterling applioat1one are not scrutinized 

ae oareru117 as demands ror other currencies) but he ea1d 

that atte~~pts were being aade to do avar Y1 th euoh 

rlltr1ct1ona. However, he teele that the Br1t11h mar be 

eXpected to orrer some opposition to th1e. 

END IKOTION FIVE. 

BULLITT 

... l'> 
0 

• 

Regraded Uclassified



JT 

Storttary of S~att, 

Washington. 

GRAY 

PARI S 

Dattd January 11, 1940 

Rto 1 d 4:40 p. m. 

59, J11nuary 11, 6 p . m. (SECTION SIX) 

ThE s t curitits ttarkEt recovered moderately today, rtntta 

gaining from 30 centimEs to 1 trano 20 and othEr French sr­

c~itits gaining from two to thr££ per ornt. ThE 1937 Ex­

chang£ guaranty issuE which was undEr prEssurE yrsttrday rE­

covErEd 2 francs 35. 

Tht offic ial Bt1ga rat£ is 735- 741 as agains t 732- 738 . 

OthEr r atEs art unchangEd . 

ThE Bank of FrancE statEmEnt datEd January 4 rEvEals 

that t he Treasury has drawn a furt~;tEr 550, 0001 000 trancs 

on its advancE account at thE bank. Tb£ balancE remaining 

ava11Gb1£ to th£ TrEasury under t hE 25 ,000,0~000 ~thorizrd :: - .. 
under tb£ dtortt of SeptEmbEr 1 , 1939 thtrr~r amoants to 

10, 250, 000, 000. 

(END C)l' ,,.ESSAGE) 

NK 

~ ~.,- -
<.,..!'~- ~ ... .... 
C\>'- ' w>• 
:t; $) :­
-1' ... 
oi1° 

BULLITT ""~!!j 

• •• 
, . ..., 

J 
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J anuary 11, 1940 

A l i t tle after seven o'clock , Ur. Paul Fagan of 
San Fr a ncisco called through t he Tr easury switchboard. We 
knew hi m i n Honolulu. 

61 

He s aid, "I woul d like t o give Slo, ooo to Paul McNutt' s 
campai gn. WhRt do you t hi nk?" I sal d , "I think your 
quest ion is hi ghly i mproper. • He sai d , •well, it you don' t 
want me t o give it to UcNutt, whom shoul d I give i t to? " 
I said , "As Secretaryot t he Treasury, I am not recom~ending 
thnt you g ive it t o anybody. It ' s none ot my business. • 

He pre ss ed me ver y hard and I sai d , 
can' t tell you t o whom t o give it t o. • 
write ~e? • and I said, "No , I won ' t .• 

"I am sorry. I 
He sa i d , "Wil l you 

He said , well , he was leavlnr tor Honolulu a nd he wan ted 
t o contr ibute bef or e he left. He wnnted t o kno~. Then he 
hung up. 

I hl\d the call tra ced and the operat or sai d it "as from 
Apart ment •a • in the St. Francis Hot el . I gave it t o Chief 
Wilson a nd Wilson i s tracing it . 

I wa s immediately suspicious t hat i t was some kl nd ot a 
t r ap. The last time he ~lled up it was i n connection 
with s n ething t o do with Anglo-Californi a and t he Fleis­

backers . 
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Jf 

Secretar,r ot St~te, 

Waoh1DCton. 

13, e1nenth, 

lleter our On.. 

PLAIJI 

S!OCIIIOLII 

Dah4 laJJ'OU'T 11, 1911<> 

hc'4 9t25 p.a. 

P~i~ relazatioD ot reculat1oD ~teot1~ foreign 

eell1DC ordeu pUmled p robab17 ettecu.,. b7 titteenth. 

Oooaittee will r eculah tot~ ot eeoh dqe wee t o uou.nh 

not 11b17 emu• precipitate decline• &D4 coDiiltent with 

llilcabult1 I 4u1ree CODC8rDilll: Wll Of foreign ezcl!•nce. 

IliJOllll OOJO.!ERCI. 

S'l'E!!LII() 
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~ ...__._....._ mdT et b. IUl U ,_ •AA 1, • 
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65 

- pnlW..Z,. 1Dqul.r1 .. about l(r, Jolm Bl'isJl' 11111. 111lo I.e 
roo_.,_. .. ,...loo-1 fw ~ Cua- Court of hw tolic b)- a-tor lobon a. lo,nol ... 
oil.,.. tho tollowU&o 

111.11 -• a ppoi..DtM Collootor ot Cuatc.a. Collootioa Diatl'iot 11, 
llllaaat..,. J, C •• at a aalaa7 ot tt.IOO per ...._ oa JUM a. lNa. a 
baa •- a ......,oaalol7 aatlataow'T job ill that o...,.ratlnl7 ~ 
.,.-poet. 

• -'-' ltl1""14a la Ilia l.ttor h Oner&l Wataaa nato. tllat 111.11 
••plot .. bh law at Bl.nari Uainuit.J' &Dil that b o la oaa ot tho ouh...,. 
lAc .-bar• of .,_ Iori~~ carou- bar • 

.... am ..... :nt.~~.u. the ... ,..~ of .. Bl.naJ'4 law Sellool, 
atat• tlla tollowU&• Jolm Bl'isJl' 11.11 414 not tiai.ob bh 1- -lie at 
llt.rran. aw 414 11o va••ta "'-· 1e ..,.,. .. the .. ...,..... z- Sollool 1a 
I Obi'\I&J'F ltlt &Dil loft 1D Allpn 11111. Out of tho f l n OCNJ'a• 111lioll he 
toolt he t ailo4 fOUl' 'ftlr7 ba"l7 &Dil paaao4 ona w1tll a IIAI1I: ot tlftJ-tin. 
lila cw~l anrap Oil bia tiTo oounoa -. t~. 

Aa tar u '1111 ottioo baa b ean able "' ohoolt. it baa ~ tho 
follOIIlllC ooat14oatial ~~pprd•l ot 111.11 trca aa ablo lorth Carolba lo-
7"1' ..too baa po4 jll~t &Dil ltaow 111.11 wollo •u a lo.,..r. 11111 1a a 
•troot•. h 1a 4~ loa7• At ona tt .. ho-. aa u pil'ult tw tile 
poaitlOD ot 1J, 8, A~ ffltr tho 41otl'iot 111liob lDolud• 'lllJd.nctoll. 
~ Mr ot tloa dhtriot-. atroac aa4 'lui to -n'•-• la ita oppoo1U• 
• .,_ v .... tbat he -. .,.. • .un .. tw ~ job . Bot c-oral I.Jiproaa1• 
1a .... a ...... '11~ 1a that 111.11 , .. bh Jlft .... jolo prla.l'il;r .... 

nnU ot Jd.a ba'Oba ~ .. •-- lo,nol .. ' oaapaip.o" 

U a taU 1-tlp.UOil ot l(r, 111.11 baa aot boG. .aM. I Wu 
that oao ah..,ld bo ...S. ia Wa ouo. AD :rou ltuw, it la """ uaual pru­
U.. w ban ,.. 1DY•tlptloa ... DftD. boton ,. a ppoi.IR a ti,OOO a :r­
la.,..,., a w\lld a- to .. that ..,. 11a,.l iJ~YMtipti• aho<lld bo .aM 
ot tho peran or per ..... boiac oouid .... tor 1hh -" I.Jop ... tallt podU-. 

C110o'll6 
1- 11-40 
Copi .. w '1/lt/fiJ 

\ 
(iaitial .. ) a. 1. r., Jr. 
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BrJ.&,dler General r.dwi.D 11. Wataan, 
Secretary to the Praaidet, 
The llhi ta Houae, 
lluhington, D. C. 

111 dear Generelt 

UIITED STATES SENATE 

Ja.o.....,. 4, 1940 

This 1a 1n con!'inlation of lillY con ... raation with 
)'ou a few ao11m1ta aa:o OYer the tale Jilone 1n referece to lillY 
friend, the Hooorable John Bright Hlll of llihington, 11 . C., 
whoa I have bighlJ reco-=ended for appointooent to fill one 
ot the ftcanciea an the bench or the United States Cuatoaa 
Court 1D the Cit, ot New York. 

It 7ou will pa.rclon the repetition , I wiab t o UJ" 
thet Yr . Hill 1a a &:rt.duata of the Uni ... rlit)' ot North Caro­
lina acedeai~. He coapleted his law at Hanard. Univer­
ait)'. He 1a ana ot the outatanding membera of the North 
Cuol ina ller . He 1o now Collector ot Custo1111 for the State 
ot North Carolina with head(luartera at llilaington. This po­
aition he hu held aince 1933, at which tiu be waa recoa­
llmlded h7 lillY collM&:ua Sana tor Bail. e)' and qaall'. Wr. Hlll 
is an authorit)' an CuatoiiiS law. He 1a a deep atudent, a 
cantle-.n ot the ... ry high eat eharecter, and it appointed 
to the high court t o which b1a f'rie!IIU aspire tor hia 1 am 
eon£1dent be would .. na with credit to the AdJ:ti.niatr&.tion 
and credit to hiaealt. 

On Jul)' 1 I wrote the President in rereranee to 
this aatter, which letter was acknowledged h)' Secretary 
SteJilen Earl)' on July 4 . In addition to lillY l e tter or an­
doreeMnt there are in bia rile at the White Houae endorse­
aenta from HOD. JoaeJilua Daniela, AJobeaaedor to lluico; Bon. 
Cl)'de R. Boq, Goftroor ot North CarolinA; Bon. J. c. B. 
Ehrinlbaus , foraer Go ... roor ot North CarolinAJ Ron. II. C. 
Stacy, Cbiet Juatiee ot the Supre~~e Court of North Carolina, 
and innUMJ"&ble other dieti.Dcuiahed cantluen including 
Bon. Greu Cherry, Chel.rlcan ot the North Garolina State 
Deaocratie Executive c .... ittaa, and Han. A. D. Fol.Ber, Item­
her or Congress , wbo 1a the National Democratic Comaitteeman 
fro a 111¥ State. 
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• 
Brlpdiar o..r.l IISwiD I. ktaOil, 
Pa&• 2. 

0 

ICr dear O.Ural, aa I told TOll Oft!' U.. telepiiOile, 
I ban jan •tereol upca 111'1' tAird tara 1D u.. lh\ted State. 
s-te, ad ai.Dce 111'1' baY1JI& ~ 1D ~ I ban M'ftl' 
to tbia boar~ ta'I'Ond with Olle aiacle •jor appoiD~, 
aDd I 1101114 ll'•t:Q" appraoiate bia Bxoe11 eaey, Preeillaat 
Rooeenlt, ciTiD& taTOr&bla CClllll14erat101l to 111'1' reo~ ad• 
Uoa ot Jlr, Bill. Fact a, I would paraOII&l.lJ' appreciate 
th1a taYOr&ble cClllll14erat101l ud 1D puaiDg, -., I lld4 tb&t 
ot tU aiM..-..... ot tU Ullited State. CU.to. Court, ca1T 
two o~ t'ra U.. South, Oil& tra laotucq &lid U.. other tra 
Georci&. !'b&r.rore, I aball be oblipd to TOll para~ U 
TOU will be cood aaolllb to tnor .. -. brill&inl paraOII&l.lJ' 
to the att&atiOil ot the PrN14oDt lr. Hill'• fUe. 

lith .. ._ .. ot 111'1' Nteea, ad r.eeeuraa- ot 
111'1' beet wiabea tor a lew Year JD"''ficl!nl an abuadanoe ot 
cood beal.th, bappi.rl••• coataat..oDt ad proaperilif, I bee 
to reaiD, 

(S~) Robt.1!. R.raold.a. 

Robert R. Rqoold.a, 11. S. S. 
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I 

z UIJJIIIT 4, 1940. 

a-at.or llpol4e ot lconll Carolina 
oalle4 M \IJ' aDd Mi.d Ul&~ 1D Julr be 'WO\e a 
lAter rec 'i!;"n& IICGOrabl.o ZobD lri&b~ Jllll, 
- Collw\or ot C\la~ a~ W1la1D&t<:m, lorUI 
Carol.iDa, t~ U~• 01aa~ coun ot •• t~t. 

a ........ ,. Joeepbua Dentel t reeo.­
-IIIC'I<Iedd Jlr, B1U tar Ul& - Jo!l a~ Ul& -
U.1 u4 UU. 1D ad41t.icD ~ UM fti C ' •t.icD 
ot Clona:DUr Hotr t~ llr, B1U, 

a-at.or ~ ...,. be 11181lt. a.. ... 
acee ott U~• r. .. nat.icG 1D UM put., but. 1t he 
leW UU. appo1Dt.ct. it woul.d •-t.c hU -.th 
110 Ul& t. he woul.d tol.Uw \be I"He1.da ~ liD • doc 
att.or. -.. 

(Ia1t.1alo4) ...... 

B.I.W. 
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Jum&I'J u , 1940. 

D .... lb-. a ... te. 

Append.ec! 1a a •uacut.ec! c1n.tt. or b)'- law t or u lat.er-Mer 1oaa IIMI< 'tlbioh haa '--" prep&nd a~ )'OUt" r aquaai b)' ~be i echnioal et.art 1n t.ha fHuur7. llr. o.rdDer ot t.ha D1Y1 e1oo or BaM&I'Oh or tho Federal 
IeaVY& ao.rd and llr. Linool.ft ot t.he Securlu .. and Exchange c-iallion part1c1paiec! on an eaU rel7 in­t oJ'II&l haeh in ooao or t.ha cUecuallono and \be auc­
caotec! c1rat~ dooe no~ neceeeerll7 rapreeen~ either t.heir 1nd1Y1clual Yi- or tbe Ti ... or t.hair r eupec­
Un orcaniu ilona. 

Seore1.U)' llor&ent.hau hae not. had an opport.•.tn1t 7 t.o eze••" c&ret'>llJ i ha clrart, but be did run arer 
- ot the bicb apow and bu 1nd1catec! bia \811t a i1n approYal Of the OUil\encl1~ h a tur... Hoener, he wiehea it clat1nital7 llllderat.oocl that tbe l'reahi'J 
1a no\ a t tb h tt.e 8&ldng 0117 c.-tt.Mnte aa to tba cl .. irab1l1t7 of &n7 of t.be epeo1!1c proY1e1one, nor 
i a it. stnns appron l ~o t he clrart ae a whole a t thil tt.e. 

I aa alae een41nc a ooP7 or the c1n.tt. t.o l'r. 
Collado. 

Sincuel7 JOur• , 

- ••. .D."""' 
H. D. l hita, 

Diroot.or or llolla1.U)' llo&MrOh . 

!be Honorabl e Adolf A. Borla, J r . , 

Aea1e tant Secrat&I'J o! Sw t a . 

C9 

l /11 I!. ( 2 : '·r) (,' .,. ... t, rrc,.. Cr. -~.hi :,.,.., I~ err~ C'! "':· ~~ss•"'c."P!" 
(l:-.5t1a1Prl '-·n ~:- . 43'St.c:"' , :..r. ~,.~ te!- , N_..-. 1-cl,.v) 
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TM ,..,. ... IAWJ--..... ri.Nn Bulk wolll4 be .. t ap a~\ 1A \lie 

f.Uwilll --· 

10 

ill ,....Ue1pe\1JI& ....,.rinD c-wt.• w1ll nbecrlbe to a _...u. 
llllleb will be ...,.,... .. 1A ••b -\w7 accordJ..n& to ito 1-. I)' tM 
t- of tbe -.ention tbe penialpet.in& eo..,\riaa will crant \lie beak, 
lto u oeto, ....,...,. ... , IJI4 opero\1001 cort.aiD \Ill< s-1UH an4 -pro-
t .. \1011 tn. uproprla\ion ....S excMa&a aon\rolo (to be _liM,... 
l'llrlber), aDd \M •-triM will qrM to puo 8A'!h&1alat1oa _......,. 
to alfMkato .ub ~Uu ud -pro\HUoa, Tile llnit.e.l S\eteo will 
-'ier\el<e to i#'U\ \M beak a cbar\er tor a apee1tied. \be aDd OJI'H 
not to abroeato or .-d t.be cbar\er tluMJI& auob \be otbe...Ue t.baa 
rurauant. t.o a reaoluUoo or tho bank aPJ)ro'fod 'b7 a rour-tltt.ba -,jorit.7 
Toto of t.be loard or Oiraotora . Eaob per\1o1pet1n& oount.ey will •an• 
t.o penon the ,_UODiJI& 1A ito tarritoey ot t.ba bank, tbrouab a 
branob or ot.b.....Uo, and to -ct. 8A7 naeoeaarr le&UlaUon. Tile cbar\er u U.la& up t.bo bank will appi'Ol'a tba b7-lawa, a drat'\. or wbicb 1a ..,..eud, 

n on tin or 110re ooM\riea n'becribe to tho connnt.loo aDd qrM 
to 1\lbocribo tor tbe a1At.a atoclr., tba bank will be orpn1aad. Arq 
A.Mr1oan cow.tr1M *1cb do not orl&1nall 7 pert1c1peta ln tba bank INt. 
lat.r doel,re to do 10 would baTe to au'beoribe to tba camentloa at \be 
tbe o! entry •• ..U. •• n'becribo t or tbe a1nu.aa oberel or at.oak _. 
~ witb 8A'1 oilier to,... aDd cotMU\1001 a;,o...s b7 \be Board of 
LlirM'\cWe . 
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llrah ot 117-l.awo ot a Buk \o lie 
se11e4""' Ia\t£=m='··n Ink 

1. 'r·M· 

71 

n. JlriM;lpal otrl .. or u. buk oball 11e 1a u.. Uai\&4 aww. ot 
.AMrlaa _. ..._he• ae:t bo •WhlUbe4 MJWhel'o 1a u.. l:uten ...Upllere. 

A. file upi\al otoell: oball be u:pr ..... 1a Dni\&4 8\a\ee •u.n 
( her•atier r.terre4 \o ao dollara ) Uld aball be n\boriae4 1a the-' 
ot ~oo,ooo,ooo •-ia\la& ot 1000 obarea 1op1q o par ... ~ ... ot ~oo,ooo 
... b, \o bo pai4 tor 1a pl4 or 1a dollan, sQlC ot \be iao• priM ot 
oaeb obaro •~1 be pai4 "P at. U. tiM ot ouboorlp\ioa, fbe bel-• ~ 
bo ... ue4 up at. a later ..... or dat .. at. \be 41~..-.u- ot U.. !loaN ot 
DiHot.oro ot \be Buk. 1'wo - t ho' DOUce o~1 bo &iY• ot e~q ••h 
calla. 

B. S\ocll: oball bo anilablo t or oubecrlp\iOil Ollly to 1adop•4ont. 
AMrleon 11"'-'-· For a &OY~t to part.ioipoto in t ho buk 1\ ..t. 
Rbecribe tor a .sn••• nwobar' ot oho.Ho upoodina upoe tho popalat.loo ot 
t.ho eo~~at.ey. fbo popoalot.1.ou ot tho ol4i blo oount..-1.. an .. t.t.a\&4 • 
t oUOQt 

2, 000,000 or lou Coo\o Rleo, Dootinio&!l iopllblJ.a, 
llondvao, Hi~, , ...... , 
Parai"&J', ::~.....sor. 

Onr 2,000,000 ....s •P to s,ooo,ooo - Chilo, lo11Yia, c.N, ~ ... 
Out.oala, ~u, u~, ,_1101&. 

O...or s,ooo,ooo 84 liP to 10,000,000 - Coloobia, Pont. 

o .... r 1o ,ooo,ooo - Uni\&4 Swtoo, Maico, .ll'pnt.iaa, 
aruu. 

fho e<•• '_. ot oMroo oball Mt 10 obaroo tor o ... \rin ba"riq • 
poptlat.i• ot 2,000, 000 or l_.J 20 obareo tor e_t.n .. bnia& a popola­
\ia - 2,000,000 ... ..., \o s,OOO,OOOJ )0 obareo tor _t.n .. ltnUi • 
popala\ia ..,or s,ooo,ooo ud -.p \o 10,000,0001 SO obareo lor ~ 
ltlrrl.llc a ,.. la\lOil - 10,000,000. i.aeh part.ieipo\111& -"'7 ~ 
nbMl'ltoo tv n.e11: Sa od41U• to U.. ei•' • 'fhaH tho "-'>>S tor 
-a acktiu-1 o\oolr -liN U. -t. \o bo ianM b)" t.bo bank, \he 
d_Nk, Sa - of \he e<·•-, will too Mt. oo aa equal booio. 
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c. 11J.t1~o ' "'-'- wbiob do not. pa.rt.i eipew 1a t. be baJilr a\ 
t.be t.I.M of iw tonat.i• oball bo pel'llit.t.ed. t.o peni eip&t.e 1a * ......,. 
011*' •ubaeribiq for t.be at.at.. nuaber or aba....,, eubeeriblai \o * 
can•..,t.i.oa eel atUI' c011pl7iq w1t.lo •117 ot.ber wr. oDd eondi\ioaa clMia­
nahcl 1a r..,w.u ... or t.bl biD 1r. 

o. Liei>Ui\7 of o obcrebelclllr Oft ito oboreo oboll be llail.ed \o 
t.bc h eM Jll"1oo ct t.loc ebo.ree loclcl bJ it.. 

12 

I . Ir • aoore...._t. ! .Uo t.o pq ~~~q c.ll GOD a obero oa t.be cl.oJ ,,.taW 
tor pa:r-\ u..net, or Mf..Ut.e Oft U\7 obl.taat.1oa t.o t.u buk0 t.loc 'bull -.,, 
att.er &1Yia4 NMOI>Cble not.ioe t.o ouclt ' "'onmcnt., rorrl'lt. •• •PIIl"'Fil\o 
nuabor or o.ach ~"-"'' eboree . Tho fair •llua or t bc ablrec aboll be 
cllt.era1necl b7 t.bot ba.alr, tad ouob volllo oboll be o·ppliacl t.o tho pe,;pMD\ of 
t.bo Mount. duo bJ e uob pn~t. to t.bo bulk. Tho bonk u.:r • leo toll ,,.., 
tortoit.od oboreo t.o an:r ot.bor pa.rt.1c1p&t.in& or ol111,1bh , .,.arn.nt,. tbe 
•lluo of tho abar .. or t.bl J'I"OCoecle or Uoo ule o"r ancl abcr¥o t.be _, 
due t.o t.bo b...& eball l-o pe1cl to t.bo ,.,.,......,.t wbo10 1t.aree wen rorfo1W... 

r . l!berwe of • t.oolt U 7 be t.raDar lll'ncl Oftl:r t.o • be l:taalr or to ot.ber 
par t.1c1pat.iJI& &0\'-t.a at. • prico to l:e oiJ"MMI apoa be- \be p.rt.I.M 
ancl ,.,.. t.be I P IIC'"'Il o! t.be t. r-ror bJ " f 0111'-t1ltloc •.Jori~ •ot.• of 
t.bo .:lo&rcl or !ii root.ono. Ir, u a re11ll\ or ~ t.nnorer or rorto1t.~~re ot 
aberu or otool<, or lor U\7 otbar reuoo, a • ....,,.,_, boldo lo .. t.baa * 
aint.la li-t. or oborea Of 1 \0CII requi .recl O( it., I QOb iOYO~t aboll 
ce .. o t.o p.r\1c1pot.e 1n t.be blnk, but. Ue obUpUou and clu\toa wit.ll 
reopect. t.o t.ho bank eboll conu-. 

o. Tbo capital ot.r.at.u. of t.be b...&, 1nclwliJii t.ho IIUil;er and pu 
•11• o r obo.reo and t.he a1a1w• bolcllap or p.rt.1o.1pot.1n& cno.......,t.e, 
•:r be iae.......S or docrouecl 1>7 o four-fUtbo u jorit:r YOt.o or t.ho looN 
of Diroo\oro, 

1 . Tbo • •tine power of Hob "" .,..._" oD t.ho &oord or Oiroot.oro aboll 
be .UO\r1bat.o4 •• t oll-• 10 •ot.oo for ucb i'"~' t or iw •1•1-
abcreo, t.n<l 1 • ot.c t v 01ob od<lit.lonal aboro . llowO'ror, roc-"l•• or \ ho 
•-' ot at.ocll ~ b7 lt, no , wornaet aboll uore1ea oooro than J~· of 
t.ho t.ot.el .ot.ln& power or t.bo o~tt.at.end1n<. o\oek. 

) . Mws \ 

A. Tbo aS!Aia,rot.iOOD or t.be bull< aboll be •01t.ed. 1a t.bo Boord o~ 
Oiroo\oro oc.c-od. of - <l1root.or and 0110 alt.erna t.l a pi'01nwcl bJ aaell 
JNII"\loipot.ln& , .... ..-t.. ucb t W....,_,t aboll bon eOIIplet.e tftedaa 
1D t.bc •tbocl oaloot.ed. b;r 1t. 1D appoiD\inc 1t.e c!J.root.or an~ &lt.ornat.e. 
S.cb di.roe\or an<! al t.ornat.o onall qrye tor a cadi p.rlod or per 1ocll 01 alall 
be cllt.eraiaocl bJ t bel.r ... -'· 
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~ aft~l•fr' !!f ·ri 1 1 1r• t'ttl ~ai 
r~ 1 l~~~~~~·~ a:t~ ~~~~ ~~ ~~ il'~ rirli~ ~~i' 
~~· l•f rlf i1 ~~~~ ~11r ii rr 'IJr it~~rw •;·I 
I I !~cflfc ~~if JrJI. 11 i[ r;,f fl~'r1[ r•.li 
,. t ll'frJ~r a1~ i3 ~! a f! l rf if~ I• ~~ 
fi if .. ,r •• ~~ !iii~~~; !J 1r ~l!t l"'''e .;.r 

t! ··r•ll'all i!il i~~~ li li !·Jl 'r:~'i 1• , 

I! it·}~ jJJl !{f~ ~~~~ ~~ li II·~ tflJ~ .,, ~ 
j l(l.r•lr~i ~ ~· rrfl I ~J • lf e[lt! I' 
'' !~lt~l-r'i '1!iJ 1('1 •! '' r:t, ~~iti 1:1 
ir tj·•ri'(l~ -Ia- ·~ 1r 'I '1 lrt aJ r1 ,, Jr I ;r~·! ~! iif !ii J ·3 11il ; :~, :11 
t~ •rJ'flllr ~a( t~i t ' ·i~' 1·1 r•t 
1; :~ ;1•!:1 i:r -~~ ~ l ·11

1 1!i~~ r•r 
fl tf'l;iJJ~ ~,. l~, i ~~ l~j~f ,,. 

-J 
w 
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l oaoa and CNdita , includin& intenMdiate ond l one-tara l eona and credita 

&UUanteed t.,. t ho bankJ the acqu1e1t1oa and sale of int e .....S.iate and 101!&­

t e ra obli&atiOIIIl and eeeuriti•J the diacountin& or rediacountl..n& ot 

i nte.....S.iate or lon&- t e ra paperJ the iaauance of debentur .. and ot her 

aacuri t iea and oblii ationa of t be bonkJ the de t e rainot i on of the tunct iona 

and cluti• of the offic era and J>Z'incipal 811pl OJ••• of t he benkJ t.N 

calllni up of t he bal&DCee due on a~kJ and f o!" .-ndJ.n& the t.,.-J.aw1 

Po11J'-tifthe ujorit7 vote o! t he Board o! Direotora, ae u .. d herein, 

••ana !ou:r-fift he of the .. otee ou t . 

4 . Account• •nd Prot;ltt 

J. . The financial 7ear o/ t he bonk ehall end on Daee.tJer )1, 

B. The booke a nd account • of the bonk shell be expraued in te..­

o/ t b. United State a dollar. 

C. The boftl< aball publiah an annual report and a t leaat once a ~~enth 

a e tata_,t of account in euch /ora as t he Board aa7 pr .. cribe. The Board 

ahall cauee to be prepared a p rofit and loll account and a bahnce abeat 

/or each finan cial 7ear. All publiahad doc~nts ahall be pr i nted in the 

offic ial 1~ .. of ~. part1cipat1n& &O"Oernaent a . 

D. The 7earl7 net protit e of the bo.nk eb.ll be applied u !ol101111 o 

1 . Not leu than 2S~ of such nat proUta ab.ll be paid 

into aurplua untll the eurplua 1a equal in - t to t b. par 

"alue of tha euthor ioed copital atock of tbe bankJ 

2. The ..-inder of auch net r r otits ahell be applied 

toaardll t he p.,_..t of a dhiclend of not lllOre t han l' per 

annua on the pa1c1 up amount of tba e tock o/ the banka Pro­

'fidad, bow•er , that d1"ic1andll ahall be non-cwaulat h a ond no 

di 'ficl....U ab&U be paid eo lona aa t ha capital of tbe bank 1a 

~ired . 

) , The bala~~ce of auch protit a ahall be paid i nto eurplua 

and be d eaienat..S a d1'fidend reaene. 

I , t he Board of Direc tora t.,. a fcur--! iftha M jorit;y •ote ~ declare 

dhidanda out of the di'fidend n~aena in ourplua of the bank, pro .. 1dad, 

bow• er, tbn total d1'fidenda in lll17 one ;year ahall not be .ore than l' of 

the paid-up a.,unt of the a~k. 

1 . The bank U¥ not be liqui clat.cl uaapt b)' a four-fi!t.he Mjor i t;y ..ota 

of tile Board of Oiractora . Upon liquidation of tile bank and after d1aobarp 

of all the 11ab111t i ea of t ile bonk, t.ha aaaet.. ,....inin& aball be d1'fide4 

aaona the aharebolclera . 

74 
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0. !be am.r .. a llell carey equel ri&hta t.o participate 1ll the 

prot1te or the bank and 1ll &1Q' d.1atrilNUona or •••eta upon llquidat.ioe 
or the built. 

s. Pumw•• and Pmn 

A. fhe benk 11 created bJ the berican Stat .. to cerry out the 
rollowina purpoa .. , 

(l) f acilitate the prudent inYeotMnt o! lunda 1nd atillul1te the 
tll.ll product.iYe uae or capital. 

(2) A .. ut 1ll at.abllisl.ll& the eur,...,ciee of Alolricm St.ateaJ eo­
cOW"ai e the ~:al.lltenance o/ adequate .onet.arJ reeenea, pro110te the uae 
and d.ia\ribution of gold o.nd aUTarJ and fec111t.ate 1101'11\al"f equilibria. 

()) FUnction u a clearin& bouae !or, and 1ll other ~ !acilitete, 
the trenafer of internation.al pay.nta. 

(4) lncreue internatior>al trade, treYel end exchange or unicea 
1n the lf .. tern Bl!llia phere. 

(5) Pro110t.e t.be dnelo~nt of indult.ry, agriculture, com,..rce and 
tinance in tbe 'leat.em liem.ie pbere. 

(6) foeter cooperative action uonjl the Ar.erican St.ataa in the 
!ielda of • sricult.ure, 1nduatey, urket.ina, co-ree, tranaport.ation and 
related econoaie and financial aattera • 

. (7) Encoura&• and pra.>te reuarcb in t he t.echnolo17 ol qrieult.ure, 
i.nd111\ry and c_...e. 

(8) &lpa• in reeeucb and ccat.ribute upart adrtce on probl- ot 
public fi,....ce, uchan,.a, banld.n& and 1101117 •• t'-7 relate apeeiticall.J' 
to the probl- ot Alllrican Stet.ea . 

(9) Pro.ote publication ot data and inforution rel<ltl.J>& to the 
PW"J>>OII o! the bulk . 

B. In order to carry out the fore&oin& purpoaea, the bank allell 
ben apeo1t1c power to1 

75 

(l) Malee abort-ten~~, intel"Mdiate and lone-tar. loiUia in an;y curreiiC)" 
and in &old or ailnr to participatin& &overnMtlta and t o fiacal aseno1• 1 
central bua, political aubdiTiaiona and national• thereof on euch aHIII'itT 
u the blnlt •7 requireJ proTidecl that the aove...,..nt of the borrowr allell 
epec1ticall7 rHO-...! and suarantee my auch loan to eueb fiscal aa mcl'7, 
cetral blnk, political aubcli'fidon and national. 
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(I) lillrt ..U _. Md ill _.. ~ _. -.rtU.. e6 ~ 

,_... pea w _. el n...1 ..-n-, -'"1 -.., ,.Uu..l ~ 
un.s... _. .n•m .. " .., ..-wM _.. obltant- .-~"­
- paawau• '-' JIU'Ucl..U.. porw WJ ... ,...u.~, tua , *' 
\lie .... u.u 11ft .... +Jtad•- ... uennu.. *'- illdet.l\ ill 
~ .. ill,...-. .... pr1•1J"l- 111'-t.. 

()) Ouu-'- 1.- _.. o- .-, ·- to paruet,.\ill& .-­
_ ..... to tiaul ..-1•1 -VIol _., J1011\1eal nbcU..Ui- _. 
u\1_,. \lllnef1 ~ \U\ ta. 1- are ....,.-... "' ta. ..,._ _, ot \a. lion a. 

(4) An • a eleviJIC boaoo ot ,...., 11o1-, oboob, dnfte, _. _.,. __ . 
U ) lillr • ..u, w ... dool ill preao. .nau, ou: too_. 

tweip .-.... "' tw iw - ua \ aad tor ta. .. _. ot ~. 

(6) x.- •e• ....... o\aler .-!U.. aod Ml~ to ·­
ll441U-.l unw tor \lie .,..,.... ot Uo "-1<. 

(7) ._,w b-oa ,arUoi,a\ill& .-.~w ODd boa tiaul. .....,.., 
..v.1 'boUo .,. ,.UU.Cal nWim~ ,.__, it .,......,.. bJ ta. ........... 
eeoa\ ot ta.l ....... 

(I) Ansp\ a ' 11114 Ueeo ..... 1w md -wq aeoo..W .0.. ..,._ 
-to-· t1Hal ....,. ... eoa\ral llulal, poli\laal nWi~ ... 
•\ioula u.n.t 11 4P ou .. llr U. I*'• '· 

76 

(9) DSaowsn .. r.u.owsn tw ,.ns.s,.u.a puw w 'ldlltl, ...... 
"-• _. .u.r ua.n--.- o-.uaau- _. 1oou w ot ..-t\ e6 ~ 
u,.u.c .... 'o ... tiaoal .. t •• -'"1 llullo, ,.UUcal .-a.­
<r1oli-. _. mUms" "--- _. Nan \ 111\ll a, ,aftld,.t.1ac pew .. 
-" ..... ft.-1 • ....,. ............ imUWU.. ~"' ........ _ .. 
11?1:& ~. s e 111& us ... ~ el oi"'d1\ toll8 tr.. , .. M*'o 
~-

(:ut)-- ... ..t.Ma1a t.iao ... t 1 .. ,..1 ...... ..noq •• .. 
111-.. a .. u \o _. • e,.. imUWoeeo aod we p 111\ll p;u w 
... 'lim"' .. f.llnl\llu- \o an ...... or-· ... a 'twta. ... . 

(U) An ........ -·-· I ' , .. .., ,arUd .. U,.. .... ' ... t1Hal ....... 0111\rsl.llulal ... ,.UU.ol nW19U1- u.n.t it 
.,.ueM 'lllr "'- p;u '· 

(ll) •pp Sa f'·nd" ... II nzde .... a .... ,.Jali.A IC ..... '2 ..,. 

o. nu.._.e6 ........ u.u...., a • ._ .. ..,._,-... a aa·-~ 
... " artst= ... "'- ... ill -.... Uo el ito ........ ill ....... 
•ffM•w t\o rusnn. no ..... u- ot u.. !:::ell ...u :!sall-~, 
............ 'Its a a ... 1a • ..,..... ... -~ -.... ,., .. - -
~-e= ·~n•s•, 
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Sugsested OUtline for a Bank to 
be Called the PM-Jmrican B&nk 

1 . I.ocation 

Tho principa\ office of the bank shllll be 1n the u.s.A. and branches 
tU:J be eetabliabed anywhere in the Western Hemisphere. 

2 , Capital Structure and P,rticiprtion 

A. The capital stock shllll be expressed in U. s. dollars (hereafter re­
f erred to as dollars) and shall be authorized 1n t.he amount of ~00,000, 000 
consisting or 1000 shares having a par vtllue o! ;o.oo,ooo each to be paid 
for in gold or in dollars . Tbe stock shall be issued at par and ~ ot the 
~ar value or ee.ch share shall be paid up at the time or subscription. The 
oalance may be clll.led up a t a later date or dates at tha discretion of tha 
tottrd of Director& or tbe Bank, Two IIIO!lthe • notice shall be given of 8Z1;1 

such calla. 

B. Stock shall. be avail.able for subscription only to independent 
Av.ericen coveri'UIIMta . For a government to participate 1n the bank it ll!llSt 
subscribe to a lliniaJJa number or shares depending upon the population or 
the country. The population of t he eligi ble countries are estimated as 
1ollon1 

2, 000, 000 or less Costa Rica, Dominican Republic, 
Hondurae , Nicaragua, Panama, 
Paraguay, Salvador . 

17 

Over 2,000,000 and up to 51 0001 000 - Chile, Bollvia, Cubs, Ecuador, 
GuateJIIo).a, llaiti, Uruguay, Venezuela. 

Over 51 0001 000 and up to 10,000,000 - Colocbia, Peru, 

Over 101000,000 - United St4tes, llexico, Argentina, 
Bruil. 

1'hs llini.a.m number ot shares shall be1 10 ll'harea for countries having a pop­
ulation lese than 2, 000,000; 20 shares tor countries having a population ot 
froa 2,000, 000 to 5, 000, 000; :JO shares f or countries having a population or 
fr01:1 510001 000 to 10, 000,000; 50 shares for countries having a populatfon 
over 10, 000, 000. Each participating country may subscribe to stock in a~ 
dition to the m1n1mum, Where the demand tor such additional stock exceeds 
the amount to be issued by the bank, the demands, in excess of the min1111u.11, 
will he met on an equal basis . 

C. 'Eligible governments which do not participate 1n the bank at the 
t ime of ita fOMII&tion shall be permitted to participate in the bank, upon 
subscribing f or the mini••• number of shares, subscribing to the convention 
and after coaplying with aJJY other tenu and conditions deaigJJated in regu­
lationa or the bank. 
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D. Liabllilif of a sbe.Nbolder on ita sba.Ns shall be u.ited to the par 
Yalue of the shares held br 1t. 

E. U a goYe~nt fails to ~ aey call. on a share on the da,y appoint.d 
tor ~ .. nt thereof , or defaults on a~ obliga tion to t he bank, the bank ~~ 
after giving reasonable notice to such govcnlllent , f orfeit an appropriate nu.­
ber o£ such aoverDMnt's shares . The fair value of the shares shall be deter­
lllined b7 the bank, and such value shAll be applied to the pqment of t he 
amount due liY such government to the bank. The bank ma,y also sell such for­
feited shares to a~ other perticipatina or el:lsible govsrnMnt . The value 
ot the shares or the proceeds of t he sale over and s bove the IUIIOunt due to 
the bank shall be paid to the govern.ent wboae shares were f orfeited. 

F. Shares of stock 1lt1J' be tranaterr.d onl,r to the bank or to other par­
t i cipating aovermoenta at a price to be qreed upon between tbe parties and 
upon tbe approval of the transf er br a four-fifths ttaJor11if vote of the Board 
ot Directors. It, aa a result of tbe tranatar or forfeiture of shares of 
s tock or tor "IV' other reuon, a gover~~~~ent holds leas t han the ldn1JNa ..ount 
of ahares of stock required of it, such goven-nt shall cease to participate 
in t he bank, but its obligations and duties with r eapect to tbe bank shall 
continue. 

G. The capital structure of the bank, including t be tlllllber and par value 
or shares and tho lll1nUrull holdinas of porticipa. tillll governments, ma,y be increased 
or decr eased by a f our-fifths vote of the Board of Directors. 

H. The votina power of each aovernment on the Board of Directors shall 
be distributed as f ollows: 10 votes for Mch govol'lllll8nt f or it$ Cli.n1l:mo shares, 
and 1 vote for each additional share . However, reaardless of the IUIIOunt of 
stock owned by it, no government shall exercise 1110r e than J5J' of the total 
voting poorer of t he outstendillll stock. 

3. MoMge;ont 

A. The •dM1nhtretion of the bank shall be nsted in the Board of Directors 
c011poaed of one director and one alternate appointed br each pe.rtic1pating gOY­
&rllllt8nt . Each goverDMnt shall. have complete treedoa in the method selected 
br it in appointing ita director and alternate. Such director and alternate 
shall seNe t or such period or p..riods u shall be detendned b7 their govern­
llent . 

B. Meetings of tbe Board of Directors shall be held not less tbao tour 
times a ;rear and~ be held either at the principal or ~ branch office or 
at &IV' other cilif in a participating countX7 u t he Boord of Directors N¥ 
deteraine. 

C. The 8o&rd shall select a preoident of t he bank who will be t he chief 
of the operetiq( start of tba bank and who also eball be ex officio cbairlan 
ot the 8o&rd of Directors , and one or aore Tice presidents, who shall be ex 
otricio vice c~ of the Board or Directors . The president and v1ce 
presidents ot the bank shall bold office tor oue :r..:r and shall be ali&ible 
for reeleetiou. 
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D. !he Dopart.ent&l. orpnbation of the bank aball be .s.tezwined 
by the Board. !he beeda of depertaenta and othar al•ller officere aball 
be appointed by the Boe.rd 011 the recc.aet~detion of the prellidet~t. !he 
reiii8J.Jlder of the atatf shall be appointed by the preddmt. 

E. The Boerd MiT also appoint trom UOil& ita .-bare an e;ueuti" 
cc.aitt" to ~ the •"•hhstration of the bank. 
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F. !be Board -..q appoint adrlsory comt tees ct..am wholl,y or partial.l,J 
tro:n pereona not r~gularq eaplo;red by the bank. 

G. Before the Board apprOYea an interaediate or lon&-tera loan or 
extension of credit it ahall he..-e before it a tun written report on the 
Hrite of tbe proposed tranaectiOD prepared by a cc.mttee of e:xparta 
which J~Jq include of'ticera &Dd e~~plo;reea of tbe bank. 

H. Except ae herein otherwise provided, decisions of the Board shall 
be by simple 1111jorlt7 of the votes ceat. In the caae of equallt7 of votes, 
the cha1rllan &ball have a deciding vote. Tba Govenment aa;r vote at Met­
in&• either through the director or alternate or through a nollinee or proJr;f 
in such aanner aa the Board MiT proTide by regulations. When de.-d by the 
president to be in the beat interest& of the bank, dacieiona of the Board 
of Director a »3 be ll&de without a ••tina by polling the directors 011 
specific quaetions subll1 tted to thea in such II8JIIler ae tbe Board of Direc­
tors shall b7 regulationa provide. The Board of Director eball by regul.ations 
deteraine wbat constitute• a quorua for a aeeting. 

I. .t.pprOYal by four-fittha -Jorl~ vote of the Board of Directors 
aball be required for the ••lr1ng md grantinc of interaediate and long-tar. 
loane and credite, including inter..diate and lOn&-tel'll loans and credite 
guaranteed by the bank; the acquiai tion and sale of intermediate . and 
long-tara obligations and ~&curitiea; the discounting or rediscounting 
of intenledia.te or loog-tent paper; the iaauance of dellenturea and other 
aecuriti .. &Dd obligation& of the bank; the detenoinat1011 of the 
f'llnctiona and duties of the orticara and principal eaplo:reea of the bank, 
and who MiT lecall;r c:o.1 t the bank Tis a Tis third pertiea and in what 
~~an~~er; and for ewndlng the by-J..ara . Four-fittha ujorit;r vote of the 
Boord ot Directors, ae uaed herein, ae&DI four-fittha of tbe votes ceat. 

4· leco•ta •r" Profitt 

.t.. !be financial 7ear of the bank shall and 011 Deceaber ,31. 

B. The boolta &Dd account& of the bank shell be oorpreased in teru 
of t he United States dollar. 
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c. the bank aball publish an annual report and at least once 
a l!lonth a atatement of account in such form as the Board II4Y prescribe. 
The Board shAll cauae to be prepared a profit and loaa account and a 
balance sheet for each financial year. All published documents shall 
be printed in the official languaces of the participating governments. 

D. The yearly net profits of the bank shAll bo applied as follows: 

1. Not less than 25% of such net profi ts shall be paid 
into surplus until the surplus is equal in amount to the par 
velua of the authorized capital stock ot the bank; 

2. The reoainder of such net profits shAll be applied 
tcmarda the peJil:lent of a dividend of not 100re than .3% per 
enowo on the aaount of the paid-up cep1tal of t he banl<: Pro­
vided, however, that dividends shAll bo non-cuav.lative and no 
dividends aball be paid so long as t ho capital of the bank is 
lJopdred • 

.3. The balance of such profits sball be pe.id into surplus 
and be designated a dividend reserve . 

E. The Boa.rd of Directors by a four-r1ft hs majority vota ~ 
declare dividends out of the dividen~ reser ve ln surpluo of the bank 
provided, however, that total dividends in nny one year shall not be 
~ore th&n .3% of the pe.id-up stock. 

F. The ba.nlc IDIIJ' not be liquidated except by a four-fifths maj ority vote 
of t!1e Board of Directors •. Upon liquidation of t he bank end after dis­
charge of all the liabillties of the bank, tho aasats r ema ining shall 
be di"ridod uong the shareholders. 

G. The shares sball carry equal rigbte to pe.rticipe.te in the 
proi'ite of the bank and in any ciistributions of aacets upon liquidation 
of the bank. 

V. OB.TECriVBS AND P007ERS 

The Bank is crea ted by t he AmericM Stotoe to carry out the following 
purposes : 

(a) FacilitAte the prudent invost !llent of funds o.nd stiarulste the 
full productive uao of capite!. 

(b) lulsis t in stabillzing the currencies of Alterican States; en­
courace the maintenance of adequate monetary reserves, promote t he use 
and. distribution of gold and silver; and facilltote 110netary equillbriWD. 

so 
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· (c) J'lmoUoa u a char1q ho,.e tor, ud ill ot.har wa,yw facilitate, 
t.he traaater ot intenaUCbal. ~ta. 

(d) Inor ... e 1JlternaUcmal trade, tranl aDd exchange ot serric .. ill 
the Western heaie,PilaH. 

(e) Pro.-ote the denlo~t ot induetcy, agriculture, -rc• aDd 
finance in the INtem llellispllare. 

· (t) Foster cooperat1Ya action 8J10C1C the .Aaerican Statu in the tie.l.9 
ot agriculture, induatcy, -.rket.ing, c._.rce, tr&llllportation and related 
econa.io ll1ld financial -ttere. 

(g) !llcourage aDd pro.-ote reaeerch 1Jl the tecbnolou ot agriculture, 
induatcy aDd c~•· 

(h) Ebp&e 1Jl research and contribute expert adrlce 011 probleu of 
public t1Jlance, ucbange, baaki ng aDd 11011e7 u t.hey rele te apeeiticall;r to 
the problaa ot ~can states. 

(i) Pro.-ote publication ot data ud Wonation relating to t.he ob­
jeetiYea ot t.he bank. 

For the purpose of earcy1ng out the foregoing objectiYaa the baak shall 
have the following specific powerat 

(a) llake short-tors, 1Jltanoediate ll1ld long-tera loans in 8.117 curreno7 
and in gold or sUnr to participat.1ng gova1'11118nts aDd to fiacal a,g811CiN, 
central baaka, political II'Qb4irlaiou aDd nationa.la thereof on such securit¥ 
u the baak ~ requira; prorl.d.ed tbet the go'l'8nuoent of the borroftr aball. 
apeeiticall;r rec: J>d aDd gua,rantea 8.117 such loan to sucb tiecal a.&811C7, 
central beDlt, political II'Gb4i'l'ieion ud nat1Cbal.. 

(b) BQ.r, ..U aDd deel 1Jl the obllptiou aDd aecuritiea ot partici­
pating gayeJ'IIMDta aDd ot ti~ a,geaciaa, c•tral beiWI, political 8111>­
dirlsiou aD4 na tiollllle thereof prorl.d.ed such obllga tiODS aDd securl tiea 
ara gllll.l'allteed by participating gOY&r1111811ta. 

(c) Ou.rantee 10&118 -a. troa 8.117 aource to participating gcvamaenta 
ll1ICi to tiacal a,genciea, central beiWI, poll tica.l aubdi rlaiona 11M na ticnala 
thereof, prOYW.CS that the loans are guara,ntaed by tha pen:~Unt of t.he bO%'­
rower. 

(d) Act u a olM.I'ing house ot tunda, balelloN, cheolul, dratta, accep­
tanc ... 

(e) BQ.r, aell, hold ud deel 1Jl precious aeta.la, eurreDCiea aDd fore!cll 
excbance tor ita oa &CCOIIIlt aDd tor U. aocOUD.t ot otun. 
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(f) Ieaue debentures and other securities and obligatione to secure 
addl tlonal aeseta for the 9W"POS88 of tho bank, 

(g) Borrow from participating government s and from !'iscal agencies , 
central banks end polit.ical subdivisions thereof if approved by the go•ern­
ment or the lender . 

(h) Accept demand and tims deposits and custody accounts from govern­
ments nnd fiscal agencies, central banks and political subdivisions thereof 
if approYed by the government . 
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(i) Discount or r ediscount for participating go-.ernments bills, accep­
tances and other short--term obliga tions and instruments of credit of parti­
e>ipatin& £OYernmente and fiscal agencies, central banks , political sui><U­
vieions and nationals thereof and rediscount with any participating govern­
ment or any fiscal agency or banking institution des1&ned by such govern­
ment billa, acceptances and instruments of credit taken fro~ the bank ' s port­
folio . 

( J) Open and aurl.ntain time and duand and cu.stoey accounte w1 t.b govern­
,. nts and banking inst1 tutions and errange w1 t.b eoverrunents and banking 
institutions to act as its agent or correspondent. 

(k) Accept deposits and act as trustee in connection with arrangements 
t bat may be made in connection with inter-American settlements. 

(1) Act as agent or trustee or aey participating goverrutent and fiscal 
egenciea, central banks and political subdi•isions thereof if approved by 
the gOYernment . 

(a) big age in financial end econolllic studies and !"'l>lis reports thereof. 

B. The Board of Directors shall detondne the nature of the operations which 
IIIli)' be l.tldert&lten by the bank in the exercise or ita powers and for the purpose 
of effectuating ita obJects. The operations of the bank shall ·at all times, eo 
Car aa poseible , be conducted in confo1'1111 ty with the policies of the part1e1pa­
ting go-.&rnment directly concerned. 
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!be propoaed PaJI,.AIIerican Built would be eet up aOMWbat in the follow­
ing_ ... , 

.ill participating .&Mrican countries w1l.l nbecribe to a conftlltiOD 
which w1l.l be approTed 1n each coaatr,' accordin& to ite l.an. 117 the teru 
ot the conYllnti.on the participating COUDtriea w1l.l p-ant the buk, ite 
eaploTMa, and ite oparati.one oertein tax <wtm<tiea (to be oonaid8red 
turtbar) and proteetion troa expropriation and ...,.b'" &'l control.a (to be o-­
aidered turtber), etc. , and the countries w1l.l acree to pa .. uq lecial&ti.Oil 
neceea&rT to ettectuate toUCh iwtmitiea, ate. 'ftle Ullited States (where the 
buk w1l.l ban i ta prinoipal ottice) will Ullderteke to grant tbe bank a 
charter tor a epecitied tiN and agree not to abrogate or .-..! the charter 
duriDg such ti.aa otl>erwiae than purauent to a resolution ot the buk apprond 
trr a tour-titthe -Jori v "OOte of the Board of Director•. !'&ch participating 
country will agree to permt tbe !'unctioning in ita territory ot the buk, 
through a branch or otberwiee, and to enact uq neceea&rT legial.ati.on. The 
charter aetti.ng up tbe bank w1l.l appron the bT-l.an 1 a dratt ot which ie 
annexed . 

llhen tiTe or aoore coantriea nbecribe to the conTention and acree to 
subscribe to the w1n1- atoclt, the buk will be organi.aed. AD;f AMr1oaa 
countries ftich do not cripMllT participate in tbe beDlt but later dee.\re 
to do eo would han to subecribe to tbe connntion at the t1lle ot entr,' aa 
•all as aubecribe tor the w1n1wm aharea oJ: stock and cOIIJllT with 811;7 other 
teru and condi tiona illpoaed br the Board of Director• . 

83 
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,...,. 11, 1"" 

Dear al'-'t 

1M ,.. .... 117 n.tf ........ ..,. '-'-"" 
~ .t \1111 llr 1- for • 111~1'1- ..... 
1M lleel"e\&r7 ...... - \e ..... ..., .. ,.. f• 
,.... , •U.. .. w.lt .,.,....s.aw 1\ u ,_. 
wald let Ida lllaft ,_.. artU.oU. ...S ...,.._ 
u.-. 

IM It U \1111 Ia\al'=f 1ft- c-l\\ea a 
101J1C f...,. 11l\lt \ltld.r on •-..u. .. of \1111 
"''-'• 11o w.lt ..,..saw,_.._._ a\,_.. 
eerU•\ I \Old.-. 

fSiJnt!d) If. D. TT1d.t~ 
• • J), lld.te, 

ll1rM\ar of ._\alr7 ........... 

Dr. llal\er sw.n, mac·•···· ... "-'""· 

-.1-N 
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l/11/t. - l!allt'd r .... llr . !hl~e' s of fice. 
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.a.-u, u , 1940 

ftle '"-'7 •'-It bu dn• •P a '-'&\be u.n o1 \lie ~ tor u Ia\o....._n_ llulr, 
ftle Soen\u7 ..... - \o ..... eon \o ,.... tor 
7Wr •e1•Uoe, lie ....U IPPNeia\e U. 1t 7W -w le\ ll1a ~~a ... 7Wr muo~ _. ....,.._ u-. 

~--= .. t~~e x ........ n .... C...S.\W. 1a .. 1111 t • ....,. •u. Uoe1r _,_ .. ,..u.., at Uao 
., •• loa ..u &JIPI"Mia\o 7Wr ._. ., ,...,. .... u .. , 00.,...,_, 

S~rel7 7Wftt 

(llfrer4J B . D. .,.-,,;,, 

8 , D, llbi\o, 
Dlreotor ot lloM\u7 ........ 

er • .-.ob n...,., 
3oo1al lloi- hlldiJII, lhll....,..lv or Waaco, C.S..C•, Ills .. sa. 

l/ll/40 _ llollrd rro.,. llr . .. h•tt's office. 
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~ u, 1940 

1M '-v)' a\&tt lou ...._ 1111 a W.t.e\lft 
bat\ ot tM "Qr '•• tor ea Iat.e...U.rl- llult, 
fte ~ .... • \o .... a 00P7 \o 7W tw 
JOV ezw'M\lOD, • wal4 .. pnCIU\o 1\ 1f JW 
..U le\ b1a .,.._ 'TfiU' orl\la~ and ....­u-. 

Ir-•b u tu Ia\o....U.rlaan c-tt.\oo 1A 
colal r-.. tlit.b \Mir o-1Mra\loa ot \ala 
rt.t.er, be -u apprwa\o 7ftr •--. at. 7 .. r 
..,.uaet. aollftlli•-· 

(~;l!n,d) 11 D. r: ;·,,.. 
H. D, tbit.a, 

Dlrec\or ot llooe\u7 lteaoucla, 

Dr, Uat1old W. lle1tl.or, 
rn-1oa, low Jer .. 7. 

1/ll/1.0 - ~'all"'<< fr<7' ~<r . •·"'i ~e'• office 

IW1Nia 

\ 
.\ , 
,< 

86 

\ 
I 

,. 

I' 

I 
I 
l 
\ 

Regraded Uclassified



..... , u, 1940 

.,.... .... Lt lDI 

..,,, 'If u a 4rat\ or u.. ~ or taoe 
tn."""-1"1can lank *iell J 'bel1Ma tan. "" .r 
-, U oot all, or u.. ~Uou ,..,.. m...s wttll .... 

'-ihlT Mr. llerle ar u.. S\aw ~ 
..., en 11l '-II with,_,. erPDiaa\1011 tor ... 
to.-1 e-ta on the 4ratt, Ina\ I eppi'MUW tha\ 
JWI' pu\1Jl1;»Uon eo Ear llu bMa pareq OD an 
t.ato'.-1 buie. 

fllfrer4J • . D. W'lr ife 

I. D, 11111te1 
Dii'M\or or ........,. ........ 

... h' ,, '· 1.1-la, 
a-wt\1 .. llld 7'1" C:...SN10111 
~,D.C. 

IIPIMafa 
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JAN 1 2 1940 

Retere11.,. lt M4e to 11n4er SeoretA1'7 
Volle•' l e t ter (RA SJ4 , 01A/9) ot Ueo.ober 13, 
1939, 111 w!t1eb he r otere to preT1ouo oor reapoll4-
once conceru1~ t he 4 .. 1re ot t ho GoYei'IIMllt of 
~T to obtAin t he oerrlooo ot "" eq>ort oa 
theal &eCOWIU~ 'Cil\dor t he p rondoae of l"clbl1c 
r:o. 63, 76\b Coa,o;reu . 

1 c!o aot tool t ha t t he Trea t'Ur)' obould 
penll. t one or Ho eJII'lOTM I w!to h q..U1t1ed to 
Ullde rte.lce \his vorl< , to be •W¥ froa the 1Jep&rtM at 
tor a pe riod ot a )'M r, .ntch h tbo u .,. ·~•ted 
b7 the Pa~ OoYe.,..nt &I ne.,.Oial'7 t o re­
orj~allhe \be aceowoU nfl p rooedure, to 1net1 tute 
aodern .,.thoct. ADd to tra1a the neoecul'7 par aouol. 
1 am v1111n«, howeve r, to dao1«D&t o Mr. A, L. 
Petereon, Aoo1ot&nt co .. 1•a1oller of Aooouat o and 
Depoel h ot thh Depa r\11411\, •• tho Troa1JU17 repre­
" ntathe to Ulldertalte thh vork tor tho Pa~aD l)o.,......,.,.,, 1 aa alao v1ll1a,o; to r t he Departeut 
to cont1~ to par Mr. Pe tereon'a aalar7 aa Aaa1otant 
c-lu1o .. r vhile he h oa tbh do\&11 , bitt t here 
h ao .. IMT aftll&ble l a \be Treaaurr to par b1e &DT 

a4di t1oD&l .aa •• ooat eaplat ed by Publ i c i o, 63 . 
I ··-· that w!t&tenr • ......_., " .... llOCUI&1'7 
to p ronct. Kr. Pehraoa v1\h a4d1 U onal o011p0aat1o11 
tor traTO~ aq>o11eee, etc., v1ll be .. 4, by your 
Diopan. ... t . 

1 bel1ne \hat t bh ct.ta11 oboulcl aot be 
tor a pe riod ot lo"41"r \baa three 80Dtho, &114 
Mr . Pe\eraoa tMle \bat \ hh U ae v1U be aaple t o 
oo.ple\e the work oont e8plat o4 . 

Ter y truly roura, 

File to Mr. 'nlompeon l ....,1 a •rrs n ,.k 

tbe Hoaorable, 

UQ I Ill.& 
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M § H 2 S A D D U M, 

VWf Q g:s ply rip tMp& !IS 'UHt y. s ,A. 
90 

Dl -ood• i.Jit;orW 1A~ the lhlite4 Stateo ~ be oloH1-

t1o4 r~ u ton-.: ­

( a ) OUt •• at-., 

(b ) Rouah 41.-o~ oui table tor ouU1JJC tO? Ule •• tnde, 

(o) Ro\ISll di!IP!OIId• tor 1n4•tr1al ue•. 

Tho • - WliPU on ot 4111110ftdo ud41r tho a bo\'o cl aaa11'1oaUone ( a ) 

an4 ( b ) ahowa ride nr1.t1o11 between goo4 an4 bad t~a. I n a 

tairl¥ aood ~r tbo oone~~~~puoa oan bo put a t about 500, 000 

oareta, worth, ••:r. ~.ooo ,ooo. 

""- ooaa~Uon or .1ndutr1a.l 4.1_,llda _,. be ro•l)' 

oou-w at 1,600, 000 ~ a,ooo ,ooo oareta ~r -· warth allcnat 

, 600 , 000 to 6,ooo , ooo and alloa a r1a1~~& teNSe~~q. 

I n 110rwal u ... , probebl;r 110 ' or mre or \he 1JIIporta 

o1' indllotrial d i aJDOnda roaoh tho Unt te4 8 tatea o1Uier 41reotl7 

or illdlrooU:r t,._ aaloo .. 441 b;r t he Diamond Corporation, Lon4on. 

I DC!aotrial d1amonda tram Bra&il boYO been abOQ\ i 01' tho total 

\ 

Dlll'11lJ ~ lut \ 

,._ -Uio, 11 ... ,., iJipOrta ~Bresil baYe ra• to wa or 

throe ti.ao tbo no~ rate. A note b;r ur. s . 8 . s.u io attaobo4 

ohowtac 1~orta r.._ BNsil and Bri Uoh Ou.iaaa, 

Thoro al'O loaa tJian a doaOII largo 1a, on... ot 1nduatr1al 

41a.on4o ( I aiYO their na.oe at the toot ot t hia note) . So.. ot 

\!lea aN _ .. Wbo •- tho INl.lt o1' th4t1r ~rta. '!'be o~ 

aro deelaN, OQO or two o1' Whoa do a oortain .-at ot -

het•r1 .. ot 41Mnn"-t1ppo4 t oola. Tbe .. deelore ill tum auppl)' 

-u. <leal ... , taotON and ueN in all pal'ta ot \he •-ti'F• 

A U.t -' 4 t .. or abolat lao - • ot t.MM alate blat tMN 

... ,,....~ ...., ot.lilol' Mallo• o-.-. It oh.-14 be •tet 
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alao that thoro 1a a a onuino ( 1.o. non-oneqr) export tNde to 
oru, lloxtoo , oto. , ror min1q purpooea. 

I t 1a a oharaotorlatto or tho trade that deal ... or 
wton ~ a arool ot 41amonda t o Met apoo1t1o roqu1J'ai0Ata 
and the7 eztraot tho part.ioul.ar 11& .. and ar.doe WIUob tbq 
require and then t 1nd a bu;ror r or tl~e ro~~W.inder or tho parcel. 
!'bua cUIU:IOnde t'roquentl.T "aaa t llrouah aeTorol handa bet oro 
rea~ tho OTen t.ul oona,_r, 

Suob 1a t ho local o1tuat1on. 

?be lloar4 or Trade anmto liooneoa tor ~on to tho 
United 8tatoa tor 1n4uotriel purpoa .. hero , tNt U J\u to Wt­

rtaqo t.ho t•robab1Ut,. ot' theao cUG~Cndo beiq re-exported to 
O.na117. To preTOnt tl\1o noo4a thOQ&Ilt an4 orsaniutton, u 
rill be undorotood t'1'0111 tho aomewtat 1-ntr1oato nature or the 
1ndU.tr1al 41-.nl!. bua1- Whiob 1a f'Urt.ber OOI!IPliOOt.d 1Q' tho 
Broa1l1an ouvpl1oa, 

We han in mind to aot up a oerioa ot' "OonUomen'a 
' Aar-t.o• to be oonoludo4 i ll tho t1rot place betwcn 'U all4 

the 11Qlort.or, and aubeequentl.T between .. ob dealer aa the 
cUamolloda chaqo hande until t he7 haYe boon conaWMCl. I n the 
non\ ot 1t. ooat.na to cnar ltnowlo4Bo that cU.•~~nftda Mft booll 
,.._O%J>Orto4 b7 .... dealer r or onaq uae, we ahould endoa•our 
to a oe t.bat no t'llrther au, plloa reaob h1a b7 nrn1QB thoae throuSh 
wboae auocooai vo hand.a the d1 1U:10Jida ha4 prOTiowtl)' paaaed. OllO 
41t't1nlt,., wtu.ob can on.l¥ be -•ro.-. 'b7 ol- upon contact 
nth the trade, 1a t.M appaaranoe Ott •n or atrow aoti.QI -~ 
ail»l.T ao aelllliM purohuero wt roall)' tor the - ob~oot 01t 
•ta1111 .. auppllee tor ro~ to a.,_.,.. 

C1U' .... 

We are oal7 relat1Yel)' opt111let1o about 

1 wl\ioh _, Mft to be Oftrtlauled. 

Ulo .--or I 
; .. e 
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lfe W a 8rr o ·t eUillu ....,...._, 1a .... ....S, 

pan ~ the lut ..,. prier to u.. •'1'7 flit *a -.'-7. 
~. \be u, 1. e.n: •t U...el,.. eoat..Uet tM 

,,.... 'r , •• ., .. .__.. u ... u., .,..._, tibia -. ., 

le rreg '( Irfptr!el m 0 

fte Jlftlll .Dt Ill IJI141eate (Yaa._.) 
J , lt, .Ut .... .. 

Alit• .. , ... ... 

U, I, I ..... tl'ial Jl&,e~n-IIC Oel'p, (L. M. Ylla ..,, II) 
(liP. lf.S.U ) 

Morrie •l'a-.­
.. e. Patrie~~ 
11. K. 8&1 atll ......... 
•...-.o a,.. 
O.ftol ... 0 U19 

... ,.. .. INMI'F o a r 

I m 1'F Utili, lHO, 
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P1 AHspp .vr,m•. 

I .W 'r ... ~~~ B. 1&11 oa I .... Uial Ina• a,. 
trw 'ne!J 'D' l£11&. 9P!!M, 

I~te or 1aoba\1'1&1 cU a"' rra. araau u 

tllo u. •• ............. r.u .... 

1HI 1M,JIOO •"'-• ...-. 0 np, 'rM 
1N6 aa,.w • • ...., .. 
1tllf 118,160 • • ... .... 
ltU tl,afl " • <raa,oee 

10 Mo. ltlt 11., , aft • • l,aM,OOI 

AftNP A~\ 111;>ol'U 1N&-e • • .a, 6ft 
A._.\ 1 ... IICM',ta ( ... ~ • 

110.-l) 

• &ep\ . 19U-8 iJIIpOI'te • u,rae 
a.p\. 1Nt • 186,160 (81<\, ot 

ao.-1) 
Oo\ollr impena 1N&-e • aa,o.t 

Oo\obel' 1t8t • 1"·111+ (no: .r 
no,..1) 

JJo 1J1411aVlal 41-llda "" ~orte4 ill\o \lie 

UllUe4 SWMe f'Na BrU illh Guiua ill t.be J' .... 1tea, ltM 

11114 lN'r. Ill 1N8, Ulo to\&1 11Qor\e "" ft1_. a\ .-lJ' 

ea,1u. Ia Oo\Mer, 1Nt, \be ~ "" ftl_. a\ 

e&,61t1. 
1'M BNII1Uaa 1'ielu ill pu\1Rlal' fllltw .. 

Oppor-.1-, ror iac!MVlal 41r e1• w r•.at •-' arUaia'a 

...... tM Olll7 WQ, I lle1ine 0 tlla\ Ulie _. M at ;;el 

u 'r \be nt.aaoll4 Oorpo .. uoa•a ....- ..nlll~ .._ 

... t • • 

1. B. lall. 
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Operator: 

1L 'LJr: 
Captain 
Collins: 

H. H.Jr: 

C: 

H.!(.Jr: 

C: 

H. :! .Jr: 

C: 

C: 

H.'! ,Jr: 

C: 

C: 

H.H.Jr: 

C: 

''I . '{.Jr: 

Hello 

Captain Collins. Go ~~ead. 

Hollo 

Good morn1115 l~r. Secretary. 

January 11, 194<>. 
3:25 a.!l. 

Good ~orn1ng Collins . TWo thinge, did you get my 
message about those P-4o•st 

Yee sir, I did. I vas over in Harold Grave's' ott1oe 
when you were trying to reach me here. Didn't get 
it u.ntil I got back. 

That 1 s all - Pleven called me as I vas leaving 
and I said be could get in touch with you. 

Yes, sir. 

Something he said, Why t hey couldn' t take them, I 
don't know. 

Oh well they'll take t hem. 

Did he call you? 

I haven ' t heard trom him this morning, no sir. 

Well , anyway, they most likely tell you today. 

They won't likely. 

They ~oat likely will. 

Oh yee I think eo t oo, they'll probably be shoving 
up thie morning Just the time all the a1r and engine 
boys come in. '!'hey' re due in here today. 

1fell I told - God ding it we 1 ve gone to all that 
trouble , and I should think t hey'd be tickled to 
death to take it. Yell you let me know. I didn't 
want to - I told Pleven to oonte.ot you. 

All 'l'1ght air. 

I've done all I oan no~. 
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IL'!. Jr : 

0 : 

- 2 -

I'll keep you posted on tha t deTelopment 
Mr. Secretar y . 

Thank you. 

All r1ght s1r. Goodbye . 
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January 12, 1940 

Present: 

Mr. Pleven 
Col . Jacquin 
Mrs. Xlotz 

HU ,Jr: Capt . Collins 1s a1ok and I asked him to see 
you and he told me he had f orgot to telephone you, so I 
don't think you saw him. 

Mr . Pleven: No. You see, Ur. Secretary , we had quite 
an 1~rtant meeting yester day and he was already qu!te 111 
indeed , so t his morning we though we could not apeak t o him. 

HK,Jr: Now, you called me about these 25 planes. 

Ur. Pleven: Yes. 

HU 1J r: You don' t want them? 

Col. Jacquin: I do want t hem. I do want them. 

HU 1Jr: I did a magician's tr1ok f or you, pulled 25 
planes out or the hatt 

Col . Jac~u1n: I do want them, but I would like to 
have them wit the French equipment and when I say French 
equipment I apeak only of what 1s absolutely necessary 
fnd I mean r adio electr1c1ty, and I will explain to you why. 

HW,Jr: Please. 

Col. Jacquin: In France we have many pursuit planes 
and to uee them 1n the best way we have to use the radio. 
Many Garman planes make reconna1aaance over France and one 
of them was going to Paris and he had been captured and shot 
down only because ~e used the radio. For example, near 
Parle there was a plane, a Ourt1ae, whloh was-- it' s m1as1on 
was nearly finished , and he had not met any GerMan planes. 
By radio he knew that there was a German plane going to Parle 
and tor the fighting afterwards he had no ammunition , no 
fuel; he was obliged to give up. 

HK 1Jr: Who? 
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Col . Jacqui n: The Curt iss . By r adio he sai d 
the Germ~n pl ane i s going in t he direct ion of Dyon , but 
I can't GO any more because I have no ammuni bon. At 
that moment there was another Cur tis s neRr (? ) and by 
radio we ~ere able to say to hi m, ' Ther e is a Geroan 
plane wh~oh i s going' or ' you will meet i t at a c er t ain 
place' and he was cet and he was shot down. You see 
t he icportanoe of the radi o? 

97 

Hl! ,J r : Don' t the German Hesser eohm1tts have radi o? 

Col. J acquin: German !.!esserschmi tts7 
sure they have. 

I am pr et t y 

Y.U ,Jr: Doesn' t the ~~rican Army plane have r adio? 

Col. Jacouin: You see, our r a di o cannot be an Amer­
ican r a dio because we have our tecbn~oian on t he ground, eo 
our r adio m the plane mus t be us ed with the French radio 
on the Gr ound. 

Hr . Pleven: You see , Ur. Secretary , the whole t hi ng 
bears on t he network on the gr ound, which is all t uned up , 
very compl icated ne t work , cer tai n wave length. That i s why , 
if we take t he American plane 'as it i s , it 1s a pl ane which 
is different a nd then the pursuit plane is a plane which 
cannot do i te work. 

Hl! ,Jr: Then the only thing that t he Curtiss people 
say is that you will have to wa it unt il your own planes are 
ready, because if t hey change everythi nr over they ~ght 
give -- oight make a di fference of ten days or t wo weeks . 
See? We have gone to terrifi c t r ouble on this , but they 
say that i f they change i t over, the delay in changing t hem, 
they could only gi ve you the plane -- t hey sai d two weeks , 
IV!Lsn ' t i t? 

Urs . Klot~ : I t hink so. 

Hl! .Jr: T-tro weeks earlier than your regular order 
would co~e t hroueh. That i sn ' t worth while t ? complet ely 
upset the schedule tor two weeks. 

Col . Jac~in: But, you eee, t here are three ques-
t i ons . The ra o is number one. (Note: It was not pos-
sible to unders t and Col. Jacqui n' s f ur t her r emarks, but in 
subst ance, it is beli eved he referred to t he oxyg en tanks 
and the number of guns in t he plane . ) 
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H!.! ,Jr : Well , Colonel , i s the Wr i ght Company correc t 
in their s t a t ement that they have to change dies, every­
t hing else? 

Col. J acqui n : I don ' t think they realize exactly the 
importance of our program and i f t hey wer e oore informed 
I .'lm qure they can do sor.tet~ng. 

Mr. Pleven: You tol d me 1n your opi ni on t hey had 
been doing everyt hinn t o hel p you; d i d not fi nd that 
Curtis had been willing to do t he necessary t hing. 

Hll ,J r: Who 1 s not willi ng? 

Col. Jacoui n: The Cur tis people are very w1111ng , 
bu~ don ' t understand t he impor tance of the pro&rao. I f 
they did , I ao sure thei r engineer coul d work i t out. 

ffil ,Jr : Let oe rell you who the man is whom we hAve 
contacted at Cruti s . But his answer is -- you see, a t 
your request , I went to all of thi s t r ouble and what I am 
nfrald of l s if you mako anot 1er r eq•Jest they 1vi l l SfiY , 
Oh , we s o to all of this trouble and you never can pl ease 
t he Fr ench. You see? And I don 't want that t o come up 
if we can help it . 

r.:r . Pleven: 
quin fee l s th&t. 

I f eel that ver y ~ch and COl onel Jac­
~e are just tryi~ t o find a way out. 
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HU,Jr: Mr. Burdette Wright is the man we have been 1n 
cont act with. I have ·this r eport, which says: 

"These plans would have expedited deliver y of t he 
first 25 planes by some t wo t o three months . However, 
the pl ans r equired the a cceptance by t he French Go'lern­
~ent of the designs and speci ficat ions , practi cally in 
their entirety, of the American Army P-40 type of pl ane . 

•colonel Jaquin of the French Air tUss1on stated 
t hnt t he French could no t accept the P- 40 model without 
certain de finite ohan~eo being nade i n ~n f i re and elec­
t r ical installations . ~ 

·~~ . Vri&ht s:nted i n substance that the demand for 
above changes eli mina t ed the possibi l i ty or help!~~ t ee 
French ne outli ned above throul;h the conversion of Army 
Ai r Corps P- 401 s . 

·~ . Wrisht also stat ed t!v\t 1f he eho\lld do every­
thine possi bl e , using all or his rao111t1es , i t 1e doubt f ul 
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"if he could ad,.ance delivery dates t o t he French by more 
than two weelta , providl!d the French i nsist on t he changes 
indicated . • 

Now, I am not trying t o urge you to t ake something 
you don ' t want, but some day you may want somet hing more 
than you did this , like anti-aircraft searchli ghts, and 
we are usi ng practically the same methode to get this as 
on the other. 

How many machine gune are t here i n each wi ng of t he 
American army plane? 

Col. Jacquin: One i n each. 

HU ,Jr: And you want two? 

Col. Jacquin: But we can absolut ely accept one. 

HW ,Jr: You can? 
to put oxygen 1n7 

Does it need structural changes 

Col. J acquin: No, I t hink thAt could be ar r anged. 

HU, J r : Any structural changes? 

Col . Jacquin: No. 

HU ,Jr: What structural changes does i t need tor radio? 

Col. Jacquin: For radio equi pment they are obliged 
to put a bigger w1~e, so the hole i n the American airplanes 
must be changed. I can' t fe el that 1& very i ntricate. 

~ J r : We took one of the moat important Army men 
and sent him to Buffalo. One of the really i mpor tant 
Army men went up there . That ' s where the plant 1s. I 
am Just raising the suggestion maybe -- whether Colonel 
J aquin could go up t oni ght to Buffalo. 

Col. Jaguin: Uhm. 

HU,Jr : And see Burdette Wright . Whether you could 
not go up to Buffalo. You under s tand? 

Wr. P1even: Very wel l, Kr. Secretary. 
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KU ,Jr : You come with something else 
the President himself has intervened. 

and here' s 

~. Pleven: We were very upset when we discovered 
this. 

ll!ai ,Jr: 
it, whether 
~ood. 

And the idea was to f1nd out, as I understood 
the Allison motor and all the rest of it is 

!Jr. Pleven: 

Col . J aguln: 
ls in~ereat1ng to 
with the s!)eed. 

We ~~ve to test both again. 

The P-40 is a special quick plane. It 
use it by radio to a~e what we can do 

H!' ,Jr: You t hink oy suggesti on is @'Oodl 
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Col . Pleven: I thin~ 1t ! savery good sug~est1on , Mr . 
Secretary . I think Col . Jaquin yester day "ent t~~ough 
every detail , which was the difference between the French 
and American speolfiont1ons , and he cornea t o t he conclusion 
t he t t he only thinr· on which he cannot aooeot s!)ec11'icati ona 
is this radio matter ano1 the oxygen. l!e feel s this could 
be done if Curtiss is prepared to help. 

liU,Jr: I thin.lt it is 1mportant enough for the Colonel 
t o go u!) tonight , on the train , to Buffalo. I say train 
because the weather does not look very good. 

(At this poi nt , Illes Chauncey was excused f r om the 
meeting and Ura. Klotz toOk t he balance of the mi nutes. ) 

HU Jr : Take a few minutes and tell co -- the state­
cent has ~en tta t the French planes are always one cycle 
behind the Ge~ planes. Are you always one model behind? 

Col. Jacouin: For the fighting planes , in the type 
o f .ar we are In now, at t he moment the Uesserschmltt 1s 
not as good as our own plane and the Curtiss . We have 
superiori t y when i t comes to these fighting planes. When 
we go against t he bombers , we ~~ve another ki nd of thi ng. 
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The German bombers are very 
and our planes are not very quic~ . 
P- 40 ~111 be quick, I think. 

qu i ck and the Curtiss 
\Ve e)(pec t that the 

Anot~er troub!e ~e have ! s t!wt we have not tt.e 
fuel . We are uc! n- 90 octene bas and you use 100 octane 
t>nd , therefore , our :;>error:nar.ce 1s not ac good as yours . 
'!'he :.:nrt!ns are just '\~r iving in Paris now. We do not 
knor· what t hey ?till do . \Ve need nore speed planes . 

lm ,J r : How fas t i s the :!artJ n 111th n full load? 

Col. Jncou1n: About 300 olles an hour . 

~he ~qlance o: t~e oeet:~· in ~utPt~nce ~s as 
follows : 

Their requ1rftn .. nts for -::l.-_e pe:." lod !'roo Cct ober 1 , 
10~0 to Aor11 Hl41 , t'1e:c -111 -et 0300 en ·inca . For t he 
neriod :arch 1 , 1~41 to Seote~ber 30 , 1941 , 8350 engines , 
or a r r oss number of 14 ,650, and ''•hnt Allison can give 
thot, 1 1" t!ce flrot rc:•1od , 4100 enr-1nea nnd in the second 
pe::-iod, 5050 e!""ines , "•hlch is Pbou~ k•lf of ~hnt v·e ,·,ant . 

Ti".ey also sai<' :t.e; de not ;:r.c" t.i".:~t the t er!ls 
,..111 ce JEt ar.d :1e sn!•l , "I t!-.1nk :!ce nl'n plane, because 
we r.eed s~cr. a hL-h horsepo~er , t he ~r:ce r.ill be t~:ce 
as eJC:)ensive . • 

Ur. Plevsn: t:r . Secretary , r·her> you took us o\·er 
to see the President , the Presi dent aur-ceated that Colonel 
Jncqu1n rn1£ht see your new planes . 

lill ,JI' : Let Capt . Collins or me knor• Just which 
,l~ne you want to sec . 

Col. Jacou1n: I 17ou!::. like ~o oae t:.e lonr:- r ance 
bo::~bers ar.d speed "l~tnes, tl".e !:ort !': A~er1cnn , the Glenn 
:a.~un and ~he Dou-bs . 

{ Secre~ary !!ort:en "heu asked !:rs. 1\lotr. to r e:::ir.d 
hi m ;o ar~ange for it . ) 

oOo-oOo 
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1940. 

In The Nation ' 

The <!1! ~~ociated 
Gas and Electric Companies 

Br ARTHUR KROCK 

T 

WA.SHINGT()N, Jaa. 11-Wllotn a 
bU.Ucln-doU.ar utiUty ay.tem nlu .., a 
bankrupt In Fod.ral Court on lht 
rround that " rullnK ot the Secul"'l.le• 
and l!:xcllan.re CommJQJon haa lett IL A 

.,without lbe n.at..._ry lUnda t4 ea n-y 

..kl Jt. bw:lnu .. • Ul• lM:Jdent m..ta"bl be 

•t .,..,_ u uot.bu proof tha.t lbt- ~ 
New DtaJ t. out to dut.roy private ba· 

4 
dua.try. 'nle Impact ot Ule n..,..., tOm· h 

tnr .o aoon alter tbe common-..toelc· 
va.•bond.l ded.ton or the s~c In the t ' 

Conavmera Pc,wer Compa.oy t:a..•, c:ouJd • · 
eutly produee thl• lmpl'f.ulon. o 

But t.b• bac:k,l'f'OU.nd ot tbe SEC'a h 
nallnc ha Uda iNcant:t b wbolly 41Jte.... P 
ut; lbt-re are no actJYt f1.l'u.ru: ift tbt 

1 
A.MOdaUd C.. ud Electrlc Compaey 
cue to .uc-rnt political nprt.aalt:, u 
•·ne proVIded by Wenden L. Wtllklt 

and Moraan Stanlty 1t. Co., wbom the 
P'ra_nk·HendtrlK>n· Jo::::lc:be.r CommJ .. Ion 
m•jOrtty ovurultKt Ia the otbu: and 
both Federal Lot.n ACimlnUtrator Juat 
H. Jo.u: a.ud tbe RFC. ru~ u d 1 

tnut.d by bu.tnHa and tto.a.n.ot • ..,.. bt 

t\ill attOrd witl!t tb• PJ'Nolnt ded.Noa ot • 

Cbatrma.a Frank'• commJ .. foa. 
P.rbap• lbe Jalttr faetor hu mon 

lht.n an)'thlag el .. to do with the tac:t 
that DO c:rlUCiam or lbe $0C'a MJllnJ, 
a.nd lt. bea.rfnr e.a the bankruptcy ap­
pUcaUon. ea.n be be.aN tn lbe capital, 
For Mr. .IC~r~U'• ~ II! one ot • 
tout:.rudJn aid to ~ and lftttill­

.-.nt ~tlon ot publk 1\&Dck. And 
It may a.bo be not•d that the ~'l'&nl• 
u Uon via banktuptey route Ia ex-pert-
ly uaerted to bo a fa.r ~~ .. c:oatly pro­
eudln.r tb.ao lha r.nna.ncior propo..e~ 
by lbe uUllty • Y•t•ra. In the Con· 
WADers Powu O>mp&JU< m.auer the 

IJEC"a requind way wu u.. a.Uh:r 
Dt<Utod. 

When ftrwt approadttd bJ' Ul• A. o. 
and E.. the RFO NJd it WOUld Con.rider 
a lou and Jald down al.x ooadtuon1, 
The-ae apply -o perUneoUy to what fol­
lowed tlq,t, lbey are wortby ot recount· 
lq . .......... _,.be ........S•rM. ..... 
Mr. Joea ud Ida .. .._ oa tbu. co­
opuau.,.. atept tt, u. utlllt,y: 

1. Such dJ;an,p. to ~ dlrttton 
and man&&emen-L ot all t.bc oomp&niQ 
a mllattd and rt:l.ated ._. would luure 
the tuture LnteJ"rlty ot the c:ompante1 In 
lhe.Jr nlaUona with the SEC and t.he 
publle. 

2. F'tl1nJ" wtU. the SEC ot a aat:Wao-­
C.O.ry pliA to ~ the COtpOrate 
.uuctt.u-e ot the UWJb" ..,.wD to ,.. 
vfde tOI' tb• c:u...oruUon ot tlle two 
voUnl' trua:ta,. lbe mercer ot the A. 0. 
and a Compa.ny wtlh the A. o. and m. 
Corporation, and the equ.ltable diltrt· 
buuon ot voUnr controL 

3. A 60 pu «Dt. mtntmum of u,y 
loan JT'*tlted \0 be t.aktn by b&Dlc.a. 
t.ltf'le bank~ Ud lbe RFC to .._,. 

equally lJ1 Mtwi\y and loan npa.r­.,. . .._ 
4. Approval by the RFC and \be 

SEC or tho u,. ot the procudl ot the 
Joan, with the Wld•ret&ndlnr that l .he 
ruu amou.ct. ot RF"C pa.rtielpat.lon. be 
UMd to uund .ud improve fadJIUu.. 

;S. Proat the t the uwtty qltt:ID t. 
~ out u prompt.JJr u pMttble 
p\a.a.a to eUmJ.nat.a all ~ 
lnlt.rve:D!n& holdinl" eomparu ... lnacUv• 
comp&Dic• a.ncl re~trletecl oparaun.r 
oompanlu"- l.he matldate or the Hold· 
J.or COmpuy Aet. 

e. M.ana.ferntnl., together with all· 
artu. reu aDd commtuiona paid,. to be 

abject to R.F"C app.ronl whtle aA¥ 

part ot ita toM 1.1 outat&.rldtrt&'. 

.Jones Not ConJuJttd 

While theae oondlttol'IJ we.re. pre•um .• 
ably uod• r dlacunlon by the uLUillu 
ay•tvn mana.remfllt.. J. L .wane .. prt.l· 
ldt.at or U.• A. o. and &. Oompa.ny, 

-. - ,.placed by R4Cer J . 
Yl."httetord. a w~ a.ttomey, a t 
a ulat7 ot JlO.OOO a moctb. Tbta ae­
Uon ,.. ... talrtc Wl\.hou.t any eon.eu.lt.a· 
uon With M'r. Joou or t.I'Je RFC a.nd 
oc:c:u.rred Doc. 12, 1938. "nle ro·vem­
meat ae~ney trom which a loan ot 
mo... than ue mJJUon.. had been to­

Uc:ileil1 ~"U not ewA ukftd lt tb• ttew 
atl·up ....... ..u.tactory. Fow .,.. 
latu, • •beD Kr. WbiWOrd ca1hd. Oft 

Kr. Jonu. b• wu IAformtd that Ule 

RFC would make a.o kla.ft. Tb• ad· 
mlnlatralor wu reprueo!Ad N addht.l' 
to triead.t thAt aaJarlu like l4r. Wh.lte· 
to·rd·'" upeclaJiy wben ptJd by a eo,. 
poraUon 1D the A.. 0 . aDd &.'a P*tJon. 
did not COCIUII40CI ~Ins to a l'ed· ___ ....... ...,,_.d. 
awu.uauv. lawyen at a.boat lbi.Jc aua 
oer am:r;u.m. 

n-om bc:rln.nlnr to Hid ot UM ....,... 
alloiU M.r, J OnN a&w vat1.0UI . puUte 
a be:balt of U\e corporation loan and 
onterred oonatanur wtth SfJC' otn . 

clalt. tt lbould •.ram be ~ that 
1M comm.t.ton•a ru..Unc bu ht. htut.y 
w pport. &Dd ..._ that It .,.. un,u .. 

lmous at t.ba SIDe. Th1a meraaa that 
Commiaa1onere MatMwJ; and Hea.Jr. 
..,.ho wrote the ttriJclftr d!Ne.nt to IJ'I.e 
Fr&nk•Hender.an·Eicher rejtetlon of 
the $10 million• of bon<l vt.ndhiJ' In tbt 

Conaumtrt Power c:... (a.n opinion 
~Jc:tl financ:lal drclta have ha.Ued. u 
mapa mana tor the .-cw1.0.. buat­
DfiN) whoby CIOOeUt'rtd lD the rultna". 

i 
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,,ICilU<WI COIIStJLA.'rl GIJIDAL 

Aaerlcea Foret~ SerTice, EaDol, 
Jazm.&rT 12 • 194o. 

ID4ochiu, 

Sllbjoct: CounreaUoua vl th llr. M. I, Sheahaa 

roprdln& Traneportation to China. 

'!he Bonoral>le 

The Secretary of State, 

Sir: 

I haYe the honor to IIUIICIIIU'he, aa of poodble intereot to the 

Deputment, a llUiiber of COnYereatlono which I heYO h&d vlthin the 

l&ot few U.V• vlth Mr. H. I. Sheahan, en .berican aotor traneport 

expert, who 1a 1n China to aodot the Chinooo Mlnh t er of Co-.ni-

cations in the coordination of transportation throuchout China. 

Hr . Sheahan otatod that he hod .., .. to Indoch1u to otud,y the 

e1 tuation at llaiphong, i n Yiev ot the tact t hat there hftn been oo 

liWl,7' contlictiu& otorieo aa to condiUono at that port, oo u t o be 

in a poai Uon to recommoDI!. whether the cargo t here, or any par t 

thereof, ohould be traneportod to Rangoon. In thlo connection, he 

co....,tod that the Caob&n& road Vould be read7 ~or traffic before 

t he end of tho prooent aonth, but that at lo..-t a certain a&IOWlt of 

e&r&'O ohould be tran8p0rtod to llangoon, putieular:Q" trucko not yet 

aooe.ablod. 

Hr. Sheahan diocun..t the YaZ'iouo poooiblo routeo fro• lnnaln& 

to the Indochina f rontier &D4 otated that eTory attort vu beln& 

aode to eotal>lioh a ro*" conneetinc kDain& at Botnv (* l:q), 

...., a aatter of tact, he conoider..t ouch a road Yaotly aore oatio-

factory than the c .. ban& ro..,, but 1t Vould be a -uer of ·-
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Wlntha befon tbroach tratfic eoul4 be 1-.rated, In tbe M&DtlM, 

Y&riou 1tretche1 are pa11al>le tor 110tor traffic &D4 a a;retea ot 

earr;yiJIC coolin &D4 pcnha coul4 &D4 ab.oul4 be ue4 to bri~ tbe 

UDtWibed aecUou, 

He r_.,e4 that coii41Uou at Ba1pboJIC ha4 DOt bMD entln~ 

1at1atactor7 &D4 aa4e reference to tha allep4 41nrUJIC ot ra1lwq 

wasou from the purpoae tor which theT ba4 be~n aea1gne4 to Chine•• 

trantportation acencha (11;1 4e~patchea noe , 25 an4 30 of December 9 

an4 20, 1939), lie believed that colld.1Uona ha4 l.mpron4 &D4 that 

thq voul4 conUDUe to iq>ro't'e, lie ha4 aake4 the Chinese to prorl4e 

h1a w1 th a eo!rplete 11at of the fre1gM at Ba1pboJIC awa1t1JIC 1hipMnt 

to China, In thia connection, Mr. Sheahan aa14 that the figurea which 

ba4 been supplied to him prerloual.y ill41co.te4 that there were about 

120 thouaalld. tons ot earco at Ha1phoJ1C, 1nclu41DC approrl11atel7 2300 

truclcl, but be waa not entire!J' aaUaf1e4 u to tbe aceurac;r ot then 

figurea, 

I rell&rke4 that 11;1 eatill&tea 1n41cate4 a Dlch lart;er quanUt;r ot 

1/ fre1pt , n.r111C a nbaequent conYereat1on , Mr. Sheahan ~ee4 that, 

if all carco vu cou14ere4, 1nclu4iDC ra111 aJld. railv!Q' rolliJIC 1toclt, 

co-rcial u well u Chineae Gonr~nt carco , hie figure• vera 

probabl;r too low, ~~ 1a parUcularl;r true u re&ar4e 811to110b1lea 

&D4 truc1ta - on lio't'Pber 15 the Illd.ochina Cuatou atathtic• lbowe4 

2 ,650 trnclte 1n l n4och1na ua1t1DC trendt to ChiJI&; tbere were at 

that u .. at leut 150 pUI&JICer care awa1Un& tranait; aince that 

4ate at 1-t 150 trucb an4 puleJICer ear• han arrhe4 at Ba1pb.oJICI 

an4 DO truclte or puaen&er care cl.e&N4 the OutOM for China after 
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lfoyellber 20. Hr. lbeeben dhc:uaaed the wzioua upec:ta ot bio 

plan tor the clearing of t he con&utlon at RalpboDG, at the 

oue UIIMl uldng a'rail&ble a cop7 ot bio Mmorendua ot JamJ.Ar'f 3, 

1940, addreued to the Cblneee Minhter of Co-.micatlone, in 

recard to tbie aatter. upon Mr. Sheab3D' • return to Hanoi , I 

ohall again dhcuu tbla plan eDd I oball then report 1n detail 

na to vhat otepe haYe eDd are bel~~t: taken to carey out Mr. Sheahan'• 

Yarl ouo reco~e~elldatlone . 

Respecttullf youro, 

For the Coneul a t Saigon, 

CHARLES s. REID II, 
American Coneul 

Orlc lnal eDd 2 coplea to the Depart.,.nt 
Coplu to Eabauy, Cbnngldng eDd Palpinc 
Cop leo to Co118Ulat.es, JW.moing and Saicon 
Cop7 t o Coneule.te General, Bone Konc 

OSR:cor 
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" E 

TREASURY DEPARTMENT 

WASHINGTON, 0, C. 

.. ,. __ ,,, .. , ............... .. 

1anua.ry 12, 1940 

Jl'rca Chier , Secret S.nice 

In reaporuoe to :rour telephonic requut the tollowillg ill­
formation ha• bHn eeoured by the Sen Jl'rlulcieoo ottioe. 

Pftrt:r doea rent ~t • G" ill St . Jl'ranoia llotel am 
the telephone number which be pn you 11 that or the hotel. 
Jl'requentl:r lowuo ape.rtment to rrien4o 11110h ae Paul llc!lutt , the 
Oonmor or Baw&li , and other prcaillent people . He does not 
actually 11Te ill the ~t but uaed it ror connn1811ce 
and hia Wife uaea it while in Sen Franoieco abopping or at­
taodillg society attaira. 

Paul .raaan at apartment yesterday rrca about 11:00 A. lol. 
to !5:00 P.lol. He baa large hCIII88 at Burl1ngame , Hillsborough, 
and Pebble Bee.cb. Ho i s married to the f ormer Wra. Templetcm 
Crocker. He baa extenain plantation illtereat8 in Hawaii and 11 
aeaociated with llat8cm Nartgat1011 Ccmp11J11• 
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Copy 

' 

NAVY DEPART'!E!IT 

~lashington 

12 J anua r y 194o 

Sir: 

CL4s/Pl5 091223) 
Serial No . 1Sl3 

Enclosed herewith i s a l etter trom t he Commanding 

Officer ot t he u. s.s. HONOUJLU acknowledgi ng r eceipt ot 

a plaque co~emorating the delivery by the HONOLULU ot 

twenty-five million dol lars o~ gold tron Portsmouth, 

England t o t he Assay Offic e , liew York C1t:t . 

Respectfully, 

(Signed ) Charles Edison 

SecrPtl'\ry of the :~avy 

Encl . 

':'hP Honor able, 

The Secretar y of t be Treasury . 

• 
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The Honor able 

U. s. 8. HO:lOLULU 

Long Beach, Calif ., 
23 Dece~ber , 1939 . 

The Secretary of the Treasury, 
1/ashington , D. c. 

Dear Sir: 

The plaque commemoratin~ t he delivery by t he 
U. S. S. HONOLULU of twenty-five million dollars of gold 
tro~ Portsmouth, England, to the Assay Of~1ce , New York 
City, has been received. 

The kind re~ks on this !)laque concerning the 
efrioiency or the officers and orew are deeply appre­
ciated. I t is a pleasure to state that t ho cooperation 
of the orf1clals or the Bank of England and of the Assay 
orrtce, New York, made t he transror or this gold a simple 
matter . 

The Captain , officers and crew or the HOilOLlJLU 
will be delighted it some future opportunity aesigns t hem 
to duty where agai n they mav be or service t o t he 
Secretary or t he Treasury . 

Very truly yours , 

(Si~ed) Oscar Smith 

Oecar Smith, 
Captain, U. S. Navy, 

Com".tandi ng. 
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Sir: 

NAVY DEPARTMENT 

WASHINGTON 

12 January 194o 

109 

OL43/Pl5(39122g) 
Serial No . 1613 

Enoloeed ~erewith is a l etter from the Commandi ng Otticer 

or the U.s. s . NASHVILLE acknowledging receipt or a pl.aque 

commemorating t he delivery by the NASHVILLE or twenty-five 

million dollars or gold rroc Portsmouth , England to the 

Aesay Office , New York City. 

Enol. 

The Honorable, 

Respectfully, 

(Signed) Charles Edison 

Secretary of the Navy 

The Secretary or the Treasury. 
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Copy 

United States Fleet 
Cruisers, Bnttle Force, Cruiser Division Eight 

u. S. S. Nashville 

110 

Lon~ Beach, Califor nia . 
2g Dece~ber 1939 

The Honorable 
The Secretary of the Treasury, 

Hash1ngton, D. C. 

Dear Sir: 

The olaque commemorating transoort~tion by ~~e U. S. S. 
~ASHVILLE. of ~;enty-flve mill i on doilars of gold from Porta~outh , 
Engll'nd to ~:ew Yorlt was delivered t o t he writer by t!le 
Co.,.,Pnder-1n-Chicr , u. s. Fleet , a t a cere:uony hel d on board 
the flagshi p PE:<'lSYLVAII IA on 23 Dece::~ber , 1939 · 

Captain W. \·1 . \·Tilson was , most unfortunt>tely, too ill 
to attend the oresentation cer emony, and he continues too i ll 
at this t ime pPrsonnlly t o express h1s"thankR . He has re­
quested me to convey his appreciation of the plaque and tho 
compli mentary inscri~tion ther eon . 

It was a r are privilell'e as Hell ns a great pleasure t o 
assist the Treasury Depart.,ent in t his transfer of bullion . 
The cooper ati ve spi rit of the officials of the Bank of En~land 
and of the Assay Office, New York was helpful and greatly 
np~rcciated . It r,oes wi thout sayin~ t ha t we all look with 
pleasure to any similar future opportunity t o r ender service 
to the Secretary of the Treasur y. 

Very t ruly yours , 

(Signed) T. E. ChPndler, 
T. E. CHANDLER, 

ComMander, U. S. Navy , 
Execut ive Officer. 
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rJIOKa .Aaeri oan J:rabaa ay, P aria 

io;a 68 

DJ.TB:a Janua17 12, l9.a, a p.m. 

( IEOTIOB OD) 

J'OR TliUBlJRY·moK KJ.T'tHiWI. 

113 

Thl.a aorn1ng I YhJ. ted Pep .. ot the BlooltUe 

X1nhtrr 1lbo gaYe me the lateat intol'lllation regarding 

the ferro-alloys g;ueation. Be and the Blockade X1nJ.eter 

made a trip ot eeYeral daya 1 duration to Karaei1le and 

the eurround1ng region. Be haa juat returned froa there 

and he aeeaed to be pleaeed w1 th the operation of the 

blookade. He oited the merJ.ta of the J'renoh eyat .. , 

Whioh requJ.rea halted ah1pe to i1111ed1ately unload any 

oargo wh1oh ia auapeoted of being contraband and pemita 

th• to go on w1 th the non-auapeot cargo, in ooapariaen 

w1 th the Bri t1eh qat•, under Wh1oh all ehipa are held 

up if any part of theJ.r oargo ia auapeoted of being 

contraband ava1t1.ng the reeulta of inYeatJ.gationa, 'llh1oh 

aoaetimea take a long time. Be atated that although 

there vaa a tendency tor port -aongeation to be inoreaaed 

under the J'renoh ayat•, 1. t vae uaually a ta1rl7 aiaple 

aatter to oYerooae th1a difficulty by buJ.ld1ng aore vare­

houeea; he added that delqa to llfttral ah1pp1ng vere 

IP"•atl.T reduced. 

IULLift' 
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Secretar y of State, 

··,ra.sl:in,3 :;en • 

~RAY 

PARIS 

Dated January 12, 1940 

:lcc 1 d 4:05 p . m. 

68, Jam~nry 1 2 , 8 p. m. (S EC'1':'" Cil T"/0) 

114 

Dur: ng ~c debate on th e lS~O civil budget tbE patent£ 

tax came ;n f or stvcrc criticiso in view of t he great reduc­

tion in ;;?-..: vol t•l:l£ of business of t he grca t majority of French 

concerns since t !1i ou tbreak or thE r1ar . (ThE patent£ tax as 

you arc e.\7ar E is levied unon all pErsons or companies carry­

in6 on bL~s1ncn , , trade , or profession in France . It i s not 

based upon ~ofits but on thE "exter na l evidence ~r earning 

capacity• r~ic!1 frequentl y resul ts in ~newhat fictitious • 
asscssmEn•~) 0 Reynaud then promised early remedial acti~n and 

a oo~iquc today announces that t he government has intro­

duced a b,.l l Sl'ppreas l ng t h£ patcntc tax. To offset t he Clln­

acqncnt los• nr revenue t he "armamEnt" (sales) tax of one 

per cent cr~£tcd laat April (Embassy ' s despatch No. 4223, 

April 24 ) -!l J be increased fr~ one t o two per cent t here-

under. 

SU7L!TT 

NPL 
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REB 
GRAY 

Pnris 

Dntcd January 12, 1940 

Sccrctnry of Statc 1 

\Vas!Ungton, 

REC 1d 4: 55 P• m. 

68, January 12, 8 p . m, (SECTION THREE) 

ThE communiquE asscrts thnt this new lEvy is "fairer" 

in th~t it is bnscd on thE actual volume of business donE 

by each concern (thc communiquE ignores the transfEr of 

thE burden to the cons~mcr) and states thnt special 

mcnst~ts arc envisagEd to avoid a r is e in pricEs . 

As I have r eportEd there nrc r Estrictions on salts of 

spEcified meat by butchcrs and i n hotels and rEstaurants 

on ~ondays , Tuesdays , and Fridays . Under a dccrcc publishcd 

todey additional mEats arc includEd under thE restrictions . 

ThE firmEr tonE of the Bourse yEsterday wns not 

npparmt today and thE mnrktt wns irrtt;Ular . Rmtcs wtr£ 

mostly fractionally lowEr EXCEpt 

issuE which moved ~p two points . 

the 1937_otChllll8E guor~y 
-c - ! 
~ Q .- - ·"' 

"'"'' 
,:: . "' -c ,: .: 

BULLITT._, ~ 
-'Ll 
<V 

·~ .... 
(El~ OF MESSAGE) 

' . ~ 
:..> 

"' --. :::<-
t:>;.> i .... ..., """ -1 

_, 
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(COPY:R:!!ES) 

.lUI IWL 

Io. 42 

.AIIerican Joreip Service, 11&1101, IDdochina , 
J enua.ry 12 • 19l!o. 

SUBJECT: Oil Companiae in Tonkin 
reduce their Statta, 

mE l!ONORABL'!l 

SIR: 

'1'llll S&Cll!l!ARY rg STAn:, 
VASI!IBG'lO!I. 

I han thol !Jonor to rej)ort, • • of poulble intereet to 
the Departunt, tba t the Standerd-Vacuwo 011 Co!llp&IIT &nd tbe 
..Ulatic Pe t rolwa Co~ (Shell) are apparentl:t accepting 
ao e fact the fa.l.rl:t current belief tha t IDdochina 1o becolllint; 
a oecondary route of transportation to China , ao a result of 
the lo 11 of the Don& DIUI8-IIN>ni~~g road &nd the dellla«e to the 
Indochina-Yunnan l!dlw~Q~". The .Miericu coape.Q;y, whleh baa 
hitherto mainto.inad a staff of four Aaerlcano for the sole pur­
:pott of deali QS v1 th the China trade, epher for the Chiueae 
OonrnJ~ent contrac ts or for the oompaey • account, baa trme­
ferred tvo aenlor emplo;yeea w1 thout replaci~~g thea in IDdoehina. 
Tho oen1or emplo;yee of the Aelat1c Pe t roleua Co10p&QT, etat1oned 
at Hanoi for the China trade, baa been infol'llld of hio forthcoain& 
truater. 

'Jho oen1or Standerd-V&CUUII Co~~:p&DJ e=plo,..e baa ouU11Bd 
the o1tuat1on aa follows: (1 ) CAOBJNO BOAD. 1At preoent 
paouble but DOt practical for ah1punt 1n lN'p YOl..- until 
abo,.t .April ud nen then 1t 1a 4o,.bted that the aa:d...., of all 
coo4o ohippod """exceed J,OOO tono•: ( 2) TtJJIIWI RAILllll. 1Wow 
out of co:moinion and e a t1aated at leaot two aontho required 
tor repa.l.ro but doubtful whether ropalro would be vorthvhila in 
Y1ov of taetico purau.ed b7 Japanue•; (J) BURilA BOAD , •It h 
ototed that the .......uum capaci\7 of the ro.11VIQI' to Laehlo 1s 
800 ton a per dq and tbe Southveotorn 'l'ranoporta tion CompaD7 
th1Dk the;y can traneport 6oo tone per da7 tro11 Laobio onwardo 
without 11111oh reotrict1on on the llAture of the cargo•; and (4) 
HARIIIIO ROAD; •!bert i o little or no feeling of hope aa to 
the reopening of th1o road• • ...... - ···"· ....... . . 

!be 
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!he cc..cluaion vhich h dr&VD b7 tlll8 abOTe-MnUoDeCI. 
vrHer, vhich 1118 hu reporW t o hie COIIpeliT, h ·~t l!a.1phcDC 
v111 be a •coD4aJ7 route fro• nov 011 8.114 al t.houch Ua full 
eapacH7 v1ll be uUl1aed. neftrthelua \1118 aai11 d.epen4e~~ee 
vill DOV be plaoed. 011 JaDcoon•. In aT opinion thia is a 
reaacubl7 accurate eau-te of tlll8 aUuat1o11 aa U appears 
at \1118 pruut tiM, althcugb wo 11011tho h teo loDC • period. 
for the repair of the I114oeh1Jia..TU.Iuuul Ba1lva7. !Uch d.epelll1a, 
hoveftr, 011 the future courae of :rranco..Japaaeae rela tiona. 

lupectful17 7oura, 

:ror \1118 Conoa.l at Sai&OD, 

( Siped.) Char lea S. Reed. II 

Orlciul aD~ 2 copi .. tc tha ~rtae11t 
Oopila tc :labuq, ChnncldDC aDd lullaiac 
Oopiu to ConSIIlatea, x,m•'DC aDd S..icon 
Oop7 tc OonSIIla \e Oeural, BoJICII:oDC 

CS!l:car 

Char lea S. Reed. II, 
.&alrleaD Colllul. 
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(Jan. 12 , 1940) 

Till 

Now at retl.Deriea 4 , 000 tona. llinillmo ot 800 tons additioll&l 

will bo pr ocured per 1:10nth . 

Shieent to u. s. Begun 

500 tona leaviJl;!; Ho~n& Jan. lS , 1940 on s. s. President 

Coolidf;e ( 310 tons t1Dene88 ~ and 190 tons ti.nenesa 75~-98% ) 

to bo offered Procurement DiTioion tirat, ~ not t&ken to bo 

eold 1D general market , 

On hand 1D Haiphong 3 , 000 tona, a subetanti&l pl'lrl or 'llhloh,-­

perhapl neu1y one halt,-- will bo available for u. S. Prane>e 

or isill&lly olaiaed ri~t or toJciDs all, but negoti ations are under 

way tor releaooa to U. s . and Great Br i t ain. 

TRAliSFOi!1'A1'IOII OP GOODS 

Proao Ha1pho"6 

1 . Railway to Yunnan Prortnoe 

Car aoity 16 , 000 tons per month with plane f or i noreuing it 

2, 000 to 3 , 000 l:ona· per month . A mOIG&&O rooeivod t oday frCllll Dr. 

lung atotee deti.nil:ely that only one br idf;e baa boen bcabed ~ or 

a otion and that .........te &1"8 atll1 baing minto.1ned OT8l' the 

.. otion an ei tber eide, r;ooda baing tranater,..d trca """' eecti011 

117 

Regraded Uclassified



118 

to tho oth&r by carriers . It ia expected tho.t the brids<> will bo 

repaired in about throe weeks . ( See translation of oablo attached ) • 

2 .H1J;Irn,;ys to ~ai hortnco 

(a) Old hi~ • suepe.ndod since fall ot l!t.ziii.I.Jlf;, llo'nllllbor 19:19. 

(b) A nn highway bob!& constructed about 100 :U.los to tho woat of 

the old one, pr otected by mountains , expected to be in operation 

soon 

5 .Rod Ri~er Traffic to Border of Yunnan ho~inoo 

Bspecially important as additional moans of roli~ oonrostion 

~ transportin& peolino aoctmUlatod ill llaiphollb• 

Pk"Oil Rt.ngoon Rt.U- hiS}nray ill 1'ull operation. No cc!ll;eaticn. 

CREDITS 

1 . Tho Export-Import Bank Credit of December 1938 will be nearly oxhauetod 

by tho end of January 1940. 

2. Qrln& needs credits to purchase a regular supply of certain ouential 

materials to maintain offocti~o resistance. 

s. An e.nncunc-m: at this tiloe ot further crodite would be ot special 

value to Chino. ' • morale , shaken as it naturally i e by Jape.n'e r ecent 

advances;- --- mere important e~en than TtaS tho nnn.ouncement of tho 

Export-ll!lport Bank loan after the fall of Hanlcow and Canton. 
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TELEG!WI RECEIVED PROII DR . H. H. KUliG, CHIJIIGill!G 

TO IIRo X:. P. CI!B!, liEif YORK 

1!9 

January 1 2, 1940 

Your tole~ ot JllllUary 9 reooind , Only one bridge or tho 

Yunnan-Indochina Railway received oa:porativoly serious damage from 

Japanese bombine , other damages being of no consequence . By arrange­

ment with French rai lway authorities we have despatched Kr . Loe Yeo-lin, 

load1ns & grct>p ot oncinoor a , to ass ist 1n m&k1ng repairs . lolr, Lee 

ia tho railway engineer who tol'l:lerly did 1110at 1n tl&illte.ining tho oper­

ation ot tho c..nton-ll&nlccnr Railway under alJal.lar ci rou:ast&ncea. He 

&nd his assitanta will be pormal).ently at&tionod on the llaib~&Y tg attend 

to all emergency repairs, 

The bombed bridge had one of ita oonoroto foundations damaged . 

It will be r epaired in about three weeks. Traina are still t"UIIIlinf: on 

t ho sootion on either aide , goods being tranatorred tram one section to 

the other by oarri ors. Transportation b&a not bom suspended • 

.&mbesudor X:Oo just cabled tb&t t!te French Govol'DIIIent had l odged 

a strong protest with the Tokio Governmoot regarding the bombing or 

of the Yunnan-Indochi na Railway . 

We b&vo put a dditional anti- airraid unit a into service alont tho 

Rail~ and also strengthened anti- aircraft equip:10ota. Ple.aae aaauro 

the .borican Govorm:.ent tb&t ..., will do our ut.ost 1n ~ the 

aaid Railway 1n rwming conditions. 
_. 0 .,. 

o<:l ,...>- .00 
~ .~ 

~ ~ ....... "' .... '>-C 
~ c~ .., ... ·~ 

:r -_. 
t; 
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Sent at the request of Mr. loble. 

IIR. NOBLE. 

\ 

. . 
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Jo.nuacy 12, 1940. 

WO:IOtliC DEVELORlEilTS 

EXPOR'l'S OF DO:.!ESTIC I!BRCI!AIIDISE Juoped ahead 1n Decezber to 
$)57 cd.lllon. Tho ad'r8nce over tbe Nov811ber total or 
$287 million .... $70 million-an increase or almost 25 
percent. 

Doce~ber • s exports -
surpassed 19.37 peak (see attached chart ) 

/ 

were larger than October-usual ooaoollll1 peAk month 
were lnrgor than any month since ~ch 19)0 
were lnrger tllAn atl1' Dec,et:~ber eince 1929 

SIGf.'IFIC~JlCE : Tbb is an exp&nsicn or eubctential ""gni­
tude-the lLrgeat percentage ;;a1n over preVious ll0nt11 since 
a.r started. Reproeents a real gain ~:c 1 t can not be ex­
pl.eined 'b7 oeaaonaJ. factors . 

~SONAL l • .'O~T Novomber to December hee usus~ been dowr>-­
a seasonal decline or 8 percent was avernce for the period 
1920-19)5 with onl7 n fett years showing increases . How­
ever, the export SOiliiOnal has been shifting (grains e.nd 
eu~obUes) and for pest t hree years December has shown 
sme.J.1 increase over llovc.:~ber . 

~~ Incroase in exports fro;, !iovc~<ber to Dece!<ber 

1936 1 .8 percent 
1937 1.4 • 
19)8 6.6 • 
19.39 24. 4 • 

SIG.'HFICANCE: December increase far above Gotsonel and 
perhaps contraseasonel . 

Note: Coapilation of detaU by commodities o.nd countries 
not co!lpleted but, as only $10 million :oiesing, picture 
can not be much changed. 

-
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350 

~----------------------~300 ,.., 
I ' 

,' '-----... ;-1937 
I ' , ... , 

I ' 
r--~~~-----------------'~ ... ----------~250 

I ' I ,, 
I ,, .. , 

... 
~------------------~~--~ ... ~200 

............ 
r-·- ····· l '--tgJs ··· 

~~----~= ... ;-~.--~.~--------~1 50 

~~~~~~~~~~~~100 J F M A M J J A S 0 N 0 
D.D. 39 • 326 

VAL.U< 9f ~IT!D SrAT(S f» ... TI Dl U<ACHAHDIIC, AND ... OATI , ... Coto ..... TION, j937·39· (U. S. OOART\IENT Or CC::..EIItC£. IUREMI OF t'OR£1 GN AHO ODMrniC COIAIERCf 

Regraded Uclassified



- 2 -

TI!S Pll.INCIPAL COWIIJDI~ reaponaible tor increase 1D export 
total. 1D Deceaber nre aircratt, rew cotton, aetal..a, auto­
IIObllea, petrol.eua producta , and •cbiner7· OIIJ.T •jor de­
clJ..De ...,. coel., but wheat and nour, tru1 ts, aDd steel. 
screp el.ao dropped . 

EXAJ.IPLES' 

123 

November Dsc!!JIIber (i.DcollPlete) 
(Uillion dollars) 

llrcratt 6.8 28.6 
Raw cotton (upl•Dd) 29.9 42·5 
l!etal.as 

Copper (refined) e.e lJ.7 
Iron and ateel.....U.:U 27.7 .31.1 
l'errCHI.llo,.. 2 • .3 .3.4 
Aluminum 2.0 2.5 

Autos , truoka, etc. 19.9 24.6 
Petroleum products .31 • .3 )5.2 
lo[etal.-wnrldng 111AOhinal'7 9.1 12.7 
Construction aachinery 1.5 2 • .3 
!.!eate 1.8 ,3.5 
Corn o.e ,3.0 

Coel. e .~ .).J 
11heat and nour ) .1 2.0 
Steel. •crap 5.1 3.9 
Fruits (dried and canned) ) .4 1.9 

SIGNil'ICANCBs The sharp pick-up in exportt ot a1rcrett 
to the .lllies ace~ounted !or about one-third ot the total 
1Dcreaae 1D export• 1D December. '!be .. tal.s, petroleua 
producta, and IIIAChine tool a-illportant war 1114teria.a­
contr1buted about o--tourtb of the l..ncraaM . !he riae 
1D exporta ot autos aa seaaonal 1D character bat raw 
cotton 1DcHaae is contrueuonal. SpaiA, Ital7, and 
Franc:. , show aignU'icant i.Dcr- • aooordinc to the pr.­
J1.1na"T t i pu. 
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lllCREASED SHIPior<:NTS to Prance and Engl&nd account tor large part 
or O.cNiber1a pin. Increase to t.bue two eountr1aa --
$41 allllon. Latin .&J::erica.n exporta up ap.in but increase 
not large ( tbree-<laJ'a ahip~~~~nta ahai.ng 1n r1suraa to t.beaa 
countri es} . The one •jor c!ecHna was to Cana4&. 

EIAIIPLES t 

Noveaber Dec!!Qber (incol:lplata} 
(Million dollars) 

1Jn1 ted Jtin&dCII )1.0 48.9 
France 13 .2 ,36. 2 
Germal'IY 

Spain 2.8 6.4 
Italy 5.9 8.2 u.s.s.a. 7.0 10.4 

Japan 25. 2 26.5 
Australia 4.3 6.6 
South Africa 5.7 6.3 

Argentina 9.8 9.6 
Brazil 10.6 9.6 
VeneZllel.a 5.9 7.0 
Colombia 4.7 5·4 

Canada. 49.0 .37.5 

SIG!IIFIC.lliCE t Large part of increaae is accounted for by 
shipunta to t.be .UUea. 

Incr ..,&ed exports to France concentrated alJooat eotireJ¥ 
in aircraft but also increases in copper , crude petroleum, 
and cotton. 

EUIIPLESt 

l!OT!Iber Deceaber (inco:plete} 
(Million dollera) 

Aircraft 2.7 20.1 
Copper 1.9 2.8 
Crude petro1eua 1.0 2,0 
Cotton 2.6 3.6 
Jletal-worlci.q •chille%'7 .9 2.1 

1U 
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Increase to En&l•n4 waa qui'U genera1 with aome or the major 
ga111a as i'ollowa 1 

J!X.UlPLES I 

Aircraft 
Petroleua products 
MeW-working maohine:y 

llovepl>er P.~ber (incotiJ>lete) 
(IW.lion dollar~) 

,8 
2.S 
) ,0 

SIGNIFICANCE! Increaae to France was largel:r aircraft which 
was expected but inoreaae to England eben 110re bu;J1ng OTer a 
broad range oi' induetria1 cOli:Doditiee . The 1ncreaee 881!111111 
detinit4l;r not cotton or i'oodatuti's but IIIUIU!'actured good&. 

The large deolinea in exports to Cenede were coal alld petrolaua 
a1tboUf:b aoaDT lll:la1l declines occurred. Shipcenta or coa1 de­
clined $4.5 aillton, petroleua $1..4. 

Other changes ot interosta 

Increase to U.S.s .R. -- copper, almost entirelT 
Increase to Spt..in -- largel:r cotton alld patroleua products 
Increaaa to Ital:r -- cotton, &host ent1ra1:r. 

125 
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OtlrMJU'I A 7ur-eD4 oabla troa tllo AMrioan l::abue7 b Ber lin eo-ate 
oa. the 1'80ent ooD.Oluaioll ot t r ade MIIOtiaUoa.a b7 O.r11eey with Ru­
aenia , the Nethorluda, Sweden, aD4 Denmark, to the etreot that 
t boee &gl'ti-D.h will not 1M ot azq grea t uaiatuoe. In the 
oaee ot l!uaonia tbot lDCreaee 1n tile e :rollange rete ot the aark, OM 
ot the concaaaioaa b the acre-nt, will 1M aora tho alll11tia4 
b7 \!Ia doub111lc ot the prloa ot petrol.,. in Ruaaniu curraDC7. 
Dlltoh aov.roaa iadioata that there will 1M DO .,llatanthl inereaH 
la. e:rport a troa the Xnherluda to O.J'tlllD1. The blaoka4 llal,anoa ot 
40 a Ul1ou &llildera , reWl t illc troa the l arp 1IIIJ)Orh b7 0am&llT 
du.rina tba 110ntha praoed1a.c the war, baa ahrl>a.k t o about 1/10 ud 
it 1a expected tbet Oel'lli&JIT wUl aoou han oredlta in tho Nether­
laD4a. 

The oril!lnal plan, t o dinrt troa EnglaD4 to OemD.117 the Doniab 
erporte, haa been g 1Teo a.p. 

Swiaa alld Dlltob eourcu 1D4ioate tbet tlaare baa !Man u u pro.,...at 
in t he qu.al1t7 ud tanu ot daUTerT ot 0.....,. arpona a i a.ca the 
riret -ll:.e attar the Olltbreall: ot the war . 

12() 

Inotanoaa ot the t Ugllt troa the urll: are t o lla t oun4 in the doubl ia.c 
or the pr ice or dieaooda within the laat year, and the l arge aalaa ot 
oriental ruga •• illTeotaonta. 

Dolinry or aenral l arge generetora tor h7droe1aotr1c worll:a ill l'ia• 
land haa bean aada reoantlT b7 0el'!ll&ll aonutaoturera, aooordina to 
aohadule . In one oaaa tbt pnorator waa built within the last 19 
JOOntha. 

Ilaly: Acoor41a.c to the Holian pre a a, Uali"" induotrT l a now operatina 
at oapec1t7 ill Dl&rlT all ita branch•• aD4 Ualieo tactoriu ailloa 
the outbreak ot t he war bna !Man dela.gad with ordara or all 11:1n4a 
troa the belligerent ooa.ntriea, both tor war ea.ppliao aDd norul 
Coodo. Thera baa dnalopad a ahortage or aii:1Uad labor and an in· 
oreaee in production ooeto. Sinoe it 11 reooaa.tzed that the present 
bo011 1a ot a temporar7 nature, there 18 a r aluotanoa t o expand plant 
oapeoitT and oonaequentlT there le aome praeaure acainet the reetrio ­
tiona on labor houro. 

Sorla t Ollloo: Ac~r41116 t o a atrlotl7 cont14auUal Jabaaa7 diapdoh, the 
eb111sat1on ot tho ailitarT ud DaTal torou on Septallbar 9 created 
I t .. l1ng or panio &80111 t he populatioa, aD4 t he eudden witb4rawal Ot 
oppro:r1aatelT a atl.llon worll:era troa the uUonal acono~ tllraw tru.a­
port aD4 1n4uatrT into <>ouoidarable oont1uion . TMre •• a rua oa 
aaT1D.Ca bank~ &Dd toodatutt auppllaa. 

Tba pe t roleua indualrT haa not iaprond ita drlllina operaUona and 
it 1a 4oubttlll 'lllbatbar na SoTiet Union will be i a a poa1Uon to 
turntab Oeman;r durina tba aext t- 7'ara &111 larpr quant1t7 of 
patrol..,. than no arportad to t¥ anUra world la 1938, approx1-
uta1T 1- l/! a1ll1on aatrlo t ou. All .A.aer 10an railW&T expert wllo 
hao ru14a4 1a t ha SaTi n Union tor about 20 T&ara 1a ot tha op1n1aa 
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1hat tha Sn1et nil~ qn.a 1• luapeble er II•' he ••••ll7 .," ..._ 
1/1 alll1oD Mtrio \ou or ,.,rol-. 

Brasil: Ootobar oorteo expo~• eaoaat1DC •• oYer 2 a1ll1oD b ... ~ M&a 
lerc&r tball 1D aar o\har a1ac1e aoDtl! w1tl! tile exoep\1oD or Ootober ltlD. 

Sp&la : Tile 'llukiac auuuoa 1a ooD.tuMCl 117 na blHid.ae or e~~~:~mou -
ot 4apoa1ta -.Aa udar \ha tomar poll\1 .. 1 I"&C1M· .U tile _, aU 
\l!a lerc& louD appav to be 1a •ft'J' coM &01141Uoa, lid w1_. tha re-
le ... or u .• blaob4 raada , ... " will loa '"• -•uur or l1tu1ctaUac 
ort .. t .. ...,..,. &114 tile t••Uoa an ... •• w l!oor -.r or tile louD will 
be 1D • poa1Uoll \o Mat thalr obllpUou &114 aUll be 1a a U¢4 
poa1Uoa. 

Boroau or roreip aJI4 ~.uo a-rea. 
1&DUIU'T 11, l MO. 
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n:aJ.I "'l' J!!U.I PRICE IIIIIUI!! 

1926. 100 

I .be• I Sept., 
26,16 , 

19)9 1 1939 1 

74.8 I 79.3 I 
61.1 I &:~.7 I 

.•• ...••.••• ' 66.7 ' 7S., 
co..adi u .. ot.Mr tbaa • 

EJeo. I 

2.3, 
19)9 1 

79.3 I 

f/1.8 I 

72.1 I 

f&nl product. aDd foocle • 80.4 I 82.4 I 84.3 I 
B1d11 AJid ll&tJ>.r productiJ • 'J2.6 I 98.3 I l.Q4.4 
TutU. product. •• • ••• I f/1.4 I 71.4 I 77.8 
l'wll. aDd ~ -t.ri&la I 7).2 I 74.1 I 7).5 I 

Jllt&le aDd Mt&l prodDote • I 93•5 I ')4.9 I 96.1 I 
Au U dS"' Mteri.a.U: e • • • • f/9.7 t 9(J .7 I 9).6 I 
a..ie&l& aDd 4rup • • • • 74.2 I 77.1 I 78.0 I 
Jloual t\lnliahiDc loocle• • • I 87.0 87.1 I 9().0 I 
liace~ ••..•• • 1 73.1 76.1 1 77.4 ' 

• • • • • • • I 66.2 I 73.0 I 

I 74.4 I 82.0 I 

I 79•3 I 82.3 I 

7).3 I 

82.1 I 

82.2 I 

EJeo. I 

30 
1939 

84.4 I 

l.Q4.1 I 

78.6 I 

73.4 I 

')6.1 I 

9). 1 I 

78.1 I 

9(). 1 I 

77.7 

73.6 I 

8).!5 I 

82.0 I 

Burew or Labar statiati ca, u. s . J)e~t or Labar. 

79.5 I 

&:J.6 I 

n .s ' 
84. 2 

104.0 
78.3 I 
7).3 I 

96.0 I 

92.9 
78.0 
9() •. 1 I 

77. !5 

74.1 
81.9 
82.1 

128 

4.7 
12.) 
16.2 

0.1 
2.7 
3.6 
5.1 
).6 
6. 0 

11<9 
10.1 
3.!5 

Regraded Uclassified



• SEL!CTKil COIIIIlDM PRICE SERIES 

Unit 

, electrolTtic, »ew York • • 1¢ per lb. 1 10 J./81 12 I 12 1./81 
prompt shipment 1 llew York. . • I do 
Hew York • • • • • • • • • • ' do 

s tlcaits, In Iorlt • • . . • • do 
"'''""''" . »n York • • • do 

native cowe, Chicago. do 
denier, 78J eeriplane, 

5o05 I 5o50 I 5,50 I 

I 5•:1.4. I 6,64 I 6,)9 I 

49 4/81J/ 72 1 50 I 

16 7/81 22 4/81 19 1./81 
I 11 I 15 15 l/81 

I 

129 

12 4/8 1 12 4/8 
5,5() I 5,50 
6,14 I 6, 14 

48 4/81 47 7/8 
19 2/8 1 19 6/8 
15 4/81 15 

I 

• • • • • • • • • • • • I$ per lbo I 2,7Q ),05 I 4,65 I 4,25 I 4,05 
~nttn1>. middling, liTo 10 Ul'Ute • 1¢ per lb, I 8,55 I 9,02 I 10,68 I 10,87 I 10,82 

clot h, 6ox64, .3st 1Dehee, II.II¢ per 7do I 4 5/8• 5 .3/8• 5 J./81 s 1./81 5 .3/8 
tope (liar. futuree , lin York) 1; per lb. 1Zf8l.6 1Zfll5.0 1 10.3, 4 1 105.0 ' 104.9 

r aw, 960 d\lt;r tree, Jlew York' do 1 2. 92 1 ,3, 75 I 2, 85 ' 2.82 I 2,80 
Accra, New York •• , • , • 1 do 4. 47 1 6 • .35 1 5,95 ' 5,90 ' 5.70 

•-#••-- Sant oa , llo. 4, llew York •• 1 do 7 .3/81 7 6/81 7 1./81 7 4/8 1 7 J./8 
Chicago • •• ••••• ' do 1 5,75 1 7,75 1 6,10 1 6,07 1 5,87 

:{ ;bneeed oll (liar. ruturee, JI.Y,) 1 do 'Z/. 5,75 1Z/. 7.38 1 7. 01 I 7,14 1 6.98 
futures, Chicago) ••• 1¢ per bl. 1J/68 .3/81J/ 86 7/811,02 J./811,06 1/81 1.02 
and ChOiCe 1 220-240 I I I I I I 

Chicago, , , , •••• , 1$ per cwt,l 6,78 1 8.02 1 5.88 ' 5. 75 5.35 
beef, udiua1 750-11100 I I 

pcunds, Chicago. • • • • • • • • do 8. ;38 1 8,75 1 8.88 ' 8.75 ' 8.50 

llollinal., 
Pricao for J.uguat 31 and September 14 are for Dec8111ber futures , Jlew York. 
Prices f or Auguat .31 aDd Septeaber l4 are f or Deo8111ber futures , Chicago. 

&,,,,."'"": All colliiiOditiee , with the exception of wool tope , cot tonseed oll, hogo, and 
are taken troz the Journal of Collllarce; wool tope and cottODaeed oll are taken 
lfall street Journal; aDd hogs aDd eteere are troa the Bureau of Jgrieulturel 

EcoJloll>lLce, 11 . S. Depe.rtment of Agriculture . 
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I Pic Irolll/ I Steel Softp jJ I PiDiabM Steel J/ 
Date I I 

(Dollan per IZ'OH b) I (C.\e per poulld) 

19)9• 
•acut 29 20.61 1$.62 2.236 
~19 1 22.61 I 19.25 2.236 
October 3 I 22.61 • 22. 50 2.236 
Octo'tc )l 22.61 20.96 2.236 
~21 I 22.61 19.58 2.2)6 
l ovt ter 28 I 22.61 a.se ·2.261 
Dae.a'tcl8 I 22.61 17.11) 2.261 
Dtotnber 26 I 22,61 17.117 2,261 

I 

19401 I 

.Tam&UT 2 22.61 17.1/7 2.261 

.Tam&UT 9 22.61 17.1/7 2,261 

l/llued Cll anrqe ror baaic irCil at f&llq t1m1ace aD4 t01111r14r7 
1roD at CbLcqo, Pb1l•delpll1•1 lllutt&lo, f&llAir aD4 Soathenl 1roD 
at CiA~. 

if II&H4 Cll llo. 1 ~ aelUJac atee1 quotetiou at Pitwbarcb, 
lb.ll.-.!el pM • 1 aD4 Cbicaco . 

J/ lluecl Cll atMl ban, -.., teak plate., wire, nlla, black pipe, 
PoNte aD4 ~ ~. !beN ~ npr •• as l'lll"" 
c..t or tbe United st.atea 011tpllt. 

!30 
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~ • Sept. be" • Deo4eber lflrlJJNT lflrlJJNT • Vllit. 31 1.4 'Z1 3 lO 
' ~m ' 1919 ~m l2ll!! lH! 

llotor 1P eo',.,. - 65 • 
oct.De • •••••• ¢per pl. • 46/'-' 6 2/8-6 7/8 5 6/8-6 5 6/8-6 5 4/8-6 

L1cbt tiJel oU, lo. 2 do '3/~3 6/8 4 -41/8 4 -41/8 4 -41/8 4 -41/8 

DieHl oU - allipll' 
buDker. • • ••••• • per bbl •• l-45 1.45 • 1.'10 • 1.'10 1.'10 

8mlblr ou, cr* •c•, 
oarcoea· •• •• • • do .78 - .80 .85 - 1.00 • .90 - 1.00 • .95 - 1.00 • .95 - 1.00 
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SEcrEtary of d~~tE , 

1!ashj :-gtou. 

lll. 

GRAY 

LOfiDON 

Undo. tEd 

Rto'd January 12, 1940 

5: 45 p.m. 

FOR TREASURY FROt: BUTTER';IORTE. 

ST~ICTI:Y CCl\'FIDENTIAL . 

132 

I ·vas obown in strict confidEncE by thE British TrEasury 

thEil' figurEs pErtaining to othEr oountri E s, similar to thosE 

for AmEri ca givEn mE by Phillips on DEcEmbEr 21 and reportEd 

in my 2695 of that datE . ThESE data arE nothing morE than 

intElligEnt guEssES s incE thEy arE not only subjEct to modi­

fication arising out of war dEmands but do not takE into 

considEration rEcEnt pricE changES or rEliably EvaluatE 

thE EXtEnt to which British Exports can bE maintai nEd . 

ThE total UnitEd Kingdom dEb' t balancE or paymEnts with 

thE follon~_ng countriEs was EstimatEd during thE first yEar 

of thE war at about ~260, 000,000 (and this nEt figurE was 

arrivEd at, as in thE casE of t hE AmErican figurE , by 

subtractir.g from thE gross figurE thE UnitEdi~Kingdom' s EX­

porte, visiblE and invisiblE , plus thE nEt favorablE 

of 
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- 2- #111, Jan. 12, from London 

of tht stErling EmpirE) the ArgentinE , Holland and poas t saiona , 

Swtdcn, Nor11ay, DEnmark, BElgium, SwitzErland, FrancE and 

poestssions , Canada and t b£ United Statts . 

As regards the ArgentinE tht advcrsc British balance of 

payments is cst~tEd to run at about )019, 000, 000. ThE 

thrEE mont~s ttnporary paymEnts arrangemEnt made bEtween thE 

central banks of Grtat Britain and the ArgEntine is duE to 

expire on January 25, and I gathEr tmt 1t will bE rE placEd 

by anothEr arrangEmEnt between thE t wo cEntral banks . ThE 

advErSE British balance with ~olland and thE Dutch East IndiES 

is cstizre.tEd at l>4l, OOO, OOO, but i nasmuch as thc rElati ons 

bctwctn l!nlaya and thE Dutch East Indies arE a complica ting 

ElEnEnt dUE mainly t o importations of rubbe:r and othEr 

produce tro:~ tlic Dutch East Indica to the frEE port of 

Singapore trom whEnce thEy arc rEcxnortcd , the real debit 

balance !a much l e:ss . Due t o thE leasing of Norwcg1nn t ankErs, 

thE adversE Sr1tish balance with Norway is Estimated t o run 

at about l>l5 , 000, 000 and negotiations art now in progr ess 

regarding t~ s J:".o.ttEr . Lik£1¥iSE convErsations e.rc t aking 

placE wit!>. Dnr.e.rk, whose favorable balancE is cstimate:d to 

run at 1.~9,0001 0000 ThE agreemen t re:portcd in my 34, January 

5, 7 p .m., was concludEd with Sweden whose favorable balance 

1e cstir.a l·ed at 1.7 , 000, 000. In th£ case of Belgium the 

United King~om is csticatcd ~o have a small favorable balance 

of paymEnts . T:b.f: French positi on ~. s a ffected not only by 

French 
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- 3- #111, Jan 12 from London 

Frcnoh purc~sEs in th.E British s tn•lins cr.:p1rE and vicE 

versa but by growing franc EXpEnditurE of t hE British 

Expeditionary Foro£ in Franc£ and by th£ prEsEncE of FrEnch 

sterling balancEs in London. 

134 

For such a distant country aa Canada shipping is one ot 

thE overriding considErations . For il".3 tancc thErr: is a :;reat 

sbortagr. of lunber hEr£ and nhtrEa~ the British Treasury 

is pre}XlrEd to bt!y Enormous quantitiEs of Canadian lUIJber 

1t docs not know to what extent shipping facilitcs will bE 

available . Incidental ly l gEt the ~!pression tbat whEreas thE 

shippin3 problem. is not at t h£ momEnt critica l it is VEry 

difficult indEEd. 

However, thE .;cnEral t£1101' of these figures do not 

indicat e an rxtraordinar7 drain on British gold or dollar 

a ssets if nn: gold production is taken into consideration; 

on the contrary insofar as tll£ 3riUsh arE successful in 

m&(ing such countries as Canada and The Arg EntinE rEpatriate 

their securitiEs a drain will bE :1ccidtdly reducEd . I 

venture to suggest that this v:hol£ question is on£ Ylhich is 

wdl vtorth our study. 

IYhcn l chided Phillips and other Treasury officials 

about the manner in which they have scored the other govErn­

ment depar tments as t o t he shoalir~ of doll~s 

and 
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RFP -4- ,;:111 , January 12 from London 

and ce.cually hazardEd thE view that at the End ot: thE t:irst 

(n) of war th£ British !'und might w£11 haV£ lost littlE, 

thEy hastenEd to d Eny such a possibili ty and to point out 

the cumulativE Effrct ot: wa.r dEmands . 

JOIDISON 

EHS:JWR 

(*) apparcnt omission 

~ 
.... i! 

-:- ! .,,, q 
> -- .... -~ 

• :..; -~ "· ·-,.. ... .... 
,~-' ~ : t'. l , w 
'"'~: ); ·"" t ::j- c-
.,~ - ~ -.... ~ _. 
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THE WHITE HOUSE 

WASHINGTON 

J anuary 12, 1940. 

Denr llr. Seer eto.ry: 

T~~t;n:t you very much f or your noT:ar of 
Jo.nUll.J')' 10 to m;y letter of Dccoaocr Z7 , 1939. 

I note that your lett~r Dentiona the 
possibility of the repurchase of ahar~o of the 
Poder..l Savings and Losn As!;ociQtiorus troo 
t ee Tronsury by the ·Associ ati ons. If o.n opinion 
w:.a propcred on the (\uestion I r..iaLd CJld this 
rurtbor possibility I should app~cia•e very 
much having o.n opportunit y to atu.l;, it. 

Yours sincer ely, 

~ . /r· e=;-- c. 

~blin Currie 
Administrat i ve Aooi otant 

t o the Proeiu~nt . 

Honorable Henry J.lorgentlu.u , J r ., 
s~cr~taz;· of the Treasury • 

• 
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STRICTLY CONFIDENTIAL 

TREASURY DEPARTMENT 136 
INTER OFFICE COMMUNICATION 

DATE J&AUMT 12, 194o 

TD Secret&r7 Korpntbml 

~RO" Mr. Coebraa 

J.t the in<rlt&tion of Kinhhr Proeope of Jinl&nd, I lunched with hi• &lou 
at hie house :reehrdq, 

The Miniater had a routine -tter which I ~reed to let rq office h&Adle 
for him vi th tho Jederal Reaerye Bank of J!ew Tor!< by telephone, ao we had done 
once before. 

The K1n1at er 1o eonveroation centered prinoipally about the reqneat of hie 
Goyernment for a lo&n of $6o,OOO,OOO. He handed ae copieo of H.R. 7630, intro­
duced by Repreeentative Hoole and S.R. 3069, preaented by Senator Brown, for the 
benefit of Jinland. ~ Miniater waa a little nervoua about the ~ation ~e 
in the latter bill that the propoaed loan to Jinland be aade on auch terao and 
conditione aa the Jederel Lo&n J.da1Dietrator ohall prescribe. ~ Minieter aeked 
in reprd to the capital of the Stabilization :rund, and expreaeed a decided 
preference that the lending to Jinland eo.., from thie eource. I uplained that 
the loan wh.ieh :Pinland now eo'll8ht wae !10t of & char&eter to coll8 within the 
operations of the Stabilicetion lund. I added that i f t hia were merely a quea­
tlon of helping etabilize a currency, or to make dollaro available in a period 
when the Jinn 1111rlt waa under atreaa from normal factor•, there m101t be a oM 
ground for conaidering our pooaibilitiea, but that the lund .aa definitely ex­
cluded from any participation in the plan now under coneideration. 

Tho Kinleter ~ expreeeed hie appr eciat ion of the ver,r kind attitude of 
t he President &nd the Seeretar,r of the !reaeur,r toward hie coantr,r and toward h1a 
peraonelly. In order that tha Secretar,r miOit know the character of the repre­
aontation which he had made at the State Department, the Ki.niater handed D8 copieo 
of a aerie a of otrietly confidential HI>Oranda, the o rigin&la of which I under-
at and he had left with the Depart.ent of State. ~ee are attached hereto. Tbe 
V.inilter &lao pve .. a copy of hio preaa rele&ae which waa carried under 'laeh.­
ington l>ee4J.1u dated J&nu&r7 10, which 1a appended hereto. Tbe aemorand& are 
principall:r a repetition of the Jinniah requeet tor &id, but do contain aome 
i ntoreoting data with reopact to tho roaourcee, trade and tin&ncea of Jinland. 

In the convaroetion the Miniater mentioll84 their ahortece of tundo and the 
~fficulty of .. ettac contract• tor neeeeoitiea ouch aa oartr1dc$a. He oaidebat 
a contract with the 'linoheoter people tor cartridceo had celled tor a dow pei1111!nt 
of ~ and an irre<roe>ablo letter ot credU t o cover the b&l....,e, When intoraed 
by Pri• Miniater ~i that tunda had been ao cotzpletely pleclced that nothimc .._ 
aT&ilable to cover the letter of cre~t in qQ8otion, the Miniater had the aatter 
taken 'ltp with the Yinoheoter concern and tho latter GQeed to drop the letter of 
credit reqni..-nt. 
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lpuldJIC of ~- no,ooo,ooo ore41\ f:roa tiM :bpon-hlpon lull:, tu 
Minhhr ••U-h4 \!Mt \be parnl\ of tiM wr -.. ool\lJIC lt.l.e Oeftrtllllat 
betwe• $350, 000 u4 $500,000 per dq. IJr-Hac of ~be wr, u ncroth4 
t!Mt tiM pre11 ._. p~ '1111 eo mouln17 tiM .-er of Jliuelaa 41.tlloM 
allep4 ,. be ePD1hiJ.ah4. I \ol4 \be IUAie\er \!Mt 011 \1M .., \o IIJI llnH 
WIT tu1 4rinr, 1lbea I -Uou4 \IMt WJT .. IUaaUoA wa \be fiulah LopU•, 
ba4 ....S. \u obe-uoa tllat people wro aow boclmdac to be ~\beUo wUJa 
tho poor ... ,J.aae. I 414 ao\ \ell lt.l..a liM 4rinr1• o\~ •hJT allov.\ \be clrl 
who W M 11M for Jbaeelaae 1IU WR14 4o ~IIJIIC for a~ 
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7&rnCONGRESS H R 7630 aos-x • • 

IX '!'liE JlOUSE OF REPRf:.'{E~ 'r.\'l'I VES 

.J .L'<t>AaY 3, L!)l() 

~lr. HooK imrroot<'<'(t the followi~ bill: which .,..., l'l'f• mod to the Com· 
mitlee on Way" and ~loana 

A BILL 
'l'o nuthori1.c the Secrcbli'Y of tbc Trco>ury to urgotinte o 101111 to 

the present recognized Go\'Crnm~ut of Fiulnucl for IL• c 10 ml't't 

that country's geut>rol rrquircmeuts. 

Be it enacted by the Senate and /louse of Representa-

2 tivu of the United Stat& of Americo in Confl"e& assembled, 

3 Thn1 the Secretary of the Treasur,l', by nnd with the approval 

4 of the President of the United Stntc~, iR hereby authorized 

;; to ncgotiotc o. loon to the Jli'C><cul rcc·uguizcd Govenunent 

6 of Finland in the sum l>f 60,000,000, hc11riug ~nch mte of 

7 interest and under suclt tenns oud oonditious as will be in 

8 the best interest of the t;nited • tale;< and }'inland, said loon 

9 to be granted without restriction in order that it be used by 
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clw pn·-rm reeogniwl GMrrunwur o( Finland so as to meet 

:l Sr.1·. 2. Tlu·n· ;, lu·n·h.'· :1111lwrizrtl lo be appropriated 

,111·h .-<1111 < n~ '"'1.,. '"' <W•·t·-<n ry 111 •·:1n·y out the provisious 

.; nr thi< Ar·L Thi~ .\d l<l htk~ dl'rrl illlmcdi11tcly·upori ' tbe 

fi :ulop1io11 lhrrrof. 

I 
;i 

8:;)~:;; = 0~ = ::1 ~ li:. 
;- ~ ~ ¢ 
t...:~~.., > a.~ S ~ N" 

f "' .. ~:J- -~ ,. > F ~ 
~ o O t:t 

~ :1 - .. ff e ~ ~ - "! " 
;: . :" l §:s'" = i < .. ~ 

!" ~ -= ::s a. I» .... 
i - ~ 

~-"'a; q 

l= ~l a o- "C o •. ~ ., i -5 " c !T j:ll, .. 
• 5~ .., ! 

a~'" ~ 

i' ~ ~ &: ~ c 
i ~-· .:! -.. 
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7&nl CONGRESS 
SoSIMIOlf 5.3069 

lN THE SE~".\'l'Jt; 0.1<' THE llNITED STATES 

.. 

. ,, 

il 

., .. ,,AKY 8, UHO ~ 

Ur. Boow:< introduced the follo••inj< bill; whidt ,.. .. roAd twi<lo ond rnf•:....t 
to the Committtoe on Banking and Curre:ney 

A BILL 
To provide for oortain loans to the Repuhlic of Finland by the 

Reconstruction Fiuanc:e Corporation. 

1 Be il enactecl b,11 tile Seoote and 8 ouse of ReP"M!IIia-

2 tives of the United States of A mcrica in Congres3 a&Sembled, 

3 That the Rcconst ruction ]'inn nee• Corvorntion is uuthorizcd 

4 aud empownred to lll>tke l011n• 10 ihl' Rcpublie of lt'inland 

5 in an aggregate PlllOnnt not c•xcccding $60,000,000, for the 

6 pnrposr or enabling lJIC Republic of ]!'inland to finunce the 

7 pttroba.se of such nr1icles and materials (whether or not such 

s anicle!! aud materials are the growth, produce, or manu-

9 facture of the United States or any of its Territories or pos-

10 sessions) as it deems necessary. All ~ucb loans shall be 

11 made on such terms and conditions as the Fedellll Lo&n 

12 Administrator shall prescribe. 

139 
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1 St:C'. 2. ln ordrr to pro1·id1' fnnd~ to C1trry out tbe pur-

2 JIO'~< of this Act, tltC llllll\11111 of IIOh•s. d(l.bc:rJJ!JilJS, _bouds, 

3 or utlt~r ~urh ouli~ttious "'ltith tltu Hr·<·ou~truction l!'irmucc 

4 C•orJiOrnlion is :lllthoriz.<·d 1111d t·rupm1·cn•tl tntdtJr section 9 

5 .. r !Itt• He,·u11structiou l?i"""'''' Corvorntiou Act, as nmended, 

6 to htll'r 0111s1nnding at 1111,1' one lin tc. i~ hereby iucrensed by 
7 • GO.O()O.MO. 

! 
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l EG.AnON 0,. ,.INlAND 

WA.SHINGTON. O C 

Pro aea o r1a. .... . ........ ... 
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L£GATION Of' FINLAND 

WASHINGTON, D. C. 

Ita Qalll'l'JI 

11-. -ellella 180,000 

lOO ...... 
111 

111,000 

• • .... 
• 11 

11,110 

• 11 .... 
• 

PUQI I'D 1ll1't 

tl.-... , .. - ••• 
.. 000 

I 

•• ooo 
• 

..ooo 
• 
' ' 

.o,ooo .... 
11 

fO, .. 
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• .... ooo 

000,000 
180,000 

......... ........ 
110,110 

1,lfl,ooe 

' .a. Sa_, 
' ........-...s. .... 

1,-... .. .... 
1,011, .. 

1,110,000 ., ..... 
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LEOATtOH OF r i NLANO 

WASH INOTON. D. C. 

.... .... 

nalau •• ,..,.,... tioat •• aaa .- _, - au ... la, tile _... .. , .. ot • tu 

\ b.eir OOU\17'8 ,....,_ a.ld. f'W i:M ..... ef ....... ., ... \N.I\8 1a \M JD.all .. 

plaao • ud oniU.J'7 . - n .la .. '• oo-• lito l• -. ... lu&ol7 .,.,. ur t eH'-" 

\1"114e: UJ.o a- MlOC oa \loa polat ot M.la& n.,~ .... 'h Ofta\1'7'• --so ll--
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L EGATION 0,. riNLANO 

WASHINOTON. D. C 

I ha4 t.b o b.oDOv..r \o preaom t.o tov &:roell•IIIIJ' ,....ntac t1M.D.o1al ...,. aat:o.rial 

• ••t et.aaoo t.o ltnlu4, I U •• t.a. a.nUM tbr 

Piftlnll' o &!lop....,. o orMl\ of 10 111Uloa llollorw \111'011&1> \IM Dpon llllpon -

•• ibo a.r.c. ... ... r, 1 J:La•• had \0 '"" JOU.J' attoat.loa \ o tM tact t:b.at:, •he 

.U.a\ oonr ft.alaal.' o pnaaat: n...aa1a.l nquu...ata. 
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~O.,TICIN 0~ ~IN I.AND 

WASHINGTON. D. C. 
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&Miak .... 
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N 
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Tho ~llll I.e"" tt'otl 
214& ,fyo.Un" Annue, 
II &Sill nvton , !> C 

o r !'Wend 
N W IWBDUTS RSL"lAS K 

Wa sh! nP't on, J an . 10--Hjal.,..r J I Proco •· c , ~1n1ster 

?Inl and , t od" Y r-ode public the follo>.J nll complot o text ot a r ad io 

yeotor da y by Prime Mln!otor Rl ot o Rytl in an 

tr~m P!nlond t or l oan ' s rrom • brood t o aust a !n t he Finnish 

s,.•lns t Russin : 

"!'Inland cre&ted o~dern economic lit e ohie t l y during 

o t twenty ye~rs . Dur in~ tha t t1m4 our !ndustrieo were 

u~ to thei r resont"day stondar ds , .nd the - r educt i on o r 

was deTelo- ed until our countr y i s now nearly se l r-

1n this res~ect. The not i onal 1noo=c he e " 'proxi mately 

tor the a•mo ?• r1 od , and in 1937 i t roached ~&00~00,000. 
• t • ndn rd otnl iv l ng r ose accor dingly. The rtr s t $l~o !ooo ,ooo 

rrom obr eod by l!'lnlond woo utilized ror reconstruction, but 

.. th• ren t o i~ht yea r s the bulk o r our rore i~n debt boa been 

Our cons tantly growi ng volumes o r ror o!vn trades h• • 

• n lm~ortont nor t i n t he econo~ic deYolo~ont o r !'inland. 

o r our ex ports i n 1937 wos mor e then $ 200,000 ,000 . 

"8oc~u~e ~e ~r e de~ondon~ ln o Proat ceaouro on rore1PD 

, tho continuous deterioration o r the lo t ornutlon$1 e1tu9 t 1on 

oou1ed d1s t urbsnces t o our ooonoclc lite . ·•hen ...-ar 

out on s e , t.omber ~1r3t e.mon1,1 the ,-root Juro;>eon rowers , we 

s erlou~ dl rti oult ies . RestrictlonB were lm, osod on our 

1Pn trnde, morobnnt vessel s wore s e1zed , 1nd ~ny or them sunk . 

• 

• 

' 

• 
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"When the a1t~t1on began to beoo:e or1tioa l in the 

autumn, ~• were compe l l ed t o ca ll up tor datans a purposes ~n ~ho 

ro?resented tho ba st manpower ot our eoonomio sphere, Because ot 

thos e t orego1ng r easona our out put deol1ned , a nd wben 71nland baoame 

ths vlot1m ot an attack, she oa led up tho grea test part ot the 

t want y .. ga claseaa • hioh ware be st oa~bla ot nroduot1vo work, Hal t 

a million neople were evacu.s ted trom homes out ot tho way ot war, 

It has bean d1tt1eult t o arran11e usetul work t or t hese retu.,.es on 

short notice in entirely new surroundings , The arrl.a l ot a 

l ar ge number or e .aousee tended to oauae , a t t1rs t , loss ot work 

•••n among the regular reaidenta . Similarly wa hs vo been ooapalled 

t o close down e oons 1dersble ~ ot our lndustr1al est abll ahlllente 

in trontier regions baoauaa they ""'re 1n t he war zone , ror theae 

reas ons -.r oductlon and n!ltionlll aoonomy hove graatly shrunk, Part 

ot our pr oductive plant engaged 1n export work has bean depriYad 

by the wa r or a l arge measure or its market s , und thus exports 

have tallen t o a traction ot their norma l ei tont. 

"&t the aame t Jmc t h'l war continues to demsnd on 

i noxea 5ing pert ot the results o r our aoonoolc activities in avery 

s phera, Pinland is a paaoa -loving notion wb lob pr eviously bad 

,aid little attention t o munitions Industries . As a result , 71nland, 

now s t t ooked, baa to procure ~ rms and mun1t1ono on a lar ge scala 

trom abrood , "nd trequently a t high ~rices . Our export s ere 

aurt'lolent to pay onlJ o ->a rt or thla expenditure. For the present, 

w& ere not surterlng ~n octual l ook ot provisions , but our notiona l 

Income I a r apidly shrinking, ond a l though Finl and subalt s - itbout 

~rmuring, the dec l ine in our otandord or l iving ba a coma to pa3a when 

torel~ credi t is essential t o us. 

"The baalc principl e or our f ina.n.olal policy h 

oonso ientioua tultillaent or obl18$t1one . Flnland will continua to 

tultlll these obligations , or on,. new it m& J incur , aa it baa t a lt- ­

tully done ln tb• past. Tba healtb,y <lenloPMnt ot our eoonozlo 

ll ta durlng tha pe riod or our independence sua ranteas that , when paaoe 

Ia r aatora4, Jinlend wi ll I B$in easllJ manage its loana.• 

,,,,,,,,,,,,,, 
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To: 

From: 

The Secretary 

Mr. Tounc 

, 
¥ 

Ret Income Certificate Plan 
for A«t"iculture 

Jem:.Af7 12, 1940 

b :rou are al.rell47 aware, the 'l'rea1U17 •e.,raDdua 
for the Preaident on the incoae certificate plan ia 
re&dy tor t ranamiaaion t o Mr . Lauchlin Currie. 

Mr. Garfield of the Federal ReaerTe at the requeat 
of Chai rman !cclea haa Juat &dviaed me t hat the Federal 
Reserve oemorandWD on the 11111111 subJect will not ba com­
pleted until tomorrow morning. 

l!r. BlaDdtord of t.he Bureau of the Bu4,et haa 
stated that no me.oraDd= will be subaltted b;v that 
~enc:r. 

Nr. Delano haa &dTiaed .. that no me:oorandua will 
be submitted b7 him inasmuch ea hie inatructiona tro• 
the Preaident indicated thAt he vae •erel;v to aerve on 
interdepartmental coamitteea aa an obaerver. 

I em holdin& tha Trenaur;v memorandum until toaorrow 
oorning, at which tiae it wi ll be forwarded to Mr. Currie 
witb t.he J:l8morandllll pr epared b;v the Federal Reaern. 

~· 

159 
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, .. uarr 12, 19110 

AUaehed ia a propoaH etatn•t ot "a.ona 

t or 41aapprortag tha OerUfioate PlaD t o r paritr 

pq•nh. 

'l'hia atataaet waa preparH in r eaponee t o 

r our raque at of WedDeedq, t or tr .. •iee1on through 

Mr. Philip Youag t o Mr. Lauohlin Curri e . 

The Yariou e .. 110randa whioh we haYe prepared 

are being ooabine~ in one reYiaed aeaorandua, and 

thia llhou14 be read)' t or tran•i11ion t oaorrow. 
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THE INCOME CERTIFICATE PLAN FOR AGRICULTURE 

1. 'rhe olan. 

The income certificate plan is a ccmbination or pro­
cessing taxes and benefit pap~ents. It takes ita name tl"''a 
the certificates which would be employed t o make benefit 
payments to producers ot certain agricul tural oommod1t1ee 
and t o collect taxes on the occasion ot the t1ret domestic 
sale or these ocmmod1t1es in processed oond1t1on. Both 
operations would be conducted by the Secretary ot Agricul ture 
independently ot the United States Treasury. 

y The summary ot the Income Certificate Plan tor Agriculture 
is b11.sed on •certUioate plan1 bills introduced during the 
1939 r egular aeeeion ot Congreee. Throughout the analyst. 
the principal differences between the proYiaions ot these 
bi lls and t hose ot the plan currently sponsored by the De­
part ment ot Agriculture are noted. These dl:t':t'erenoes are: 

(l) In the wheat and cotton bills introduced at the 
last session, the price ot the certificate wae to be 
equal to t he difference between average !arm price and 
parity price or cost or production, whicbeYer is higher. 
Under the Deoartment ot Agriculture's plan the p rice ot 
t he oert1ticate would be equal to the d1:t':t'erence between 
aYerage !arm price and parity price. The criterion •cost 
ot production• is eliminated. 

· (2) 'rhe •certificate olan1 bill tor wheat introduced 
at the last eeasion provided t hat farmers receive parity 
prices on t heir production tor domestic consumption ae 
well as tor normal exports. This would have required 
domestic consumers or wheat products to pay 120 percent 
or the parity price or wheat. Under the Department ot 
Agriculture's plan, parity prices would be paid only on 
domestic consumption. 

(3) Under the 1 oerti:t'icate plan' bills benefits would 
be paid and taxes would be collected by the Secretary or 
Agriculture independently or the United Sta~ea Treasury. 
Under the Department ot Agriculture's plan the existing 
facilities or the Treasury Department would be utilized 
in collecting certificates from the processors. 
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2. Objeot1ve or plan. 

The certificate plM ie- a device t o enable J)roduoere 
or sel ected agricul tural commodities to obtain the equiv­
alent or parity prices t or part or all or their production, 
withou t at the eame t1a.e affecting t heir oo:cpetitive poei­
t 1on in roreign markets. It ie a method t or providing one 
type or agriculture benefits - parity p111ments - outeide or 
the Budget and without direct recourse t o the general tund 
or the Government . 

3· Mechanics or plan. 

The Secretary or Agriculture would issue oerti!icatee 
to correspond in volume t o the es timated domestic ooneump­
t1on (and i n s ome oases normal exporte ) or a given agricul­
t ural commodity. These certificates would be distributed 
t o producers in aooordanoe with t hei r marketing quotae. 
To receive t he oertiticates produoere would have to oomJ>l)' 
with the requi rements or the agricultural program. The 
certificates would have a cash value generally equal to 
the excess or the parity price or the commodity (or coet 
ot production, it it is higher) over its average t arm price. 
In e!tect, t he producer would receive on that porti on or 
hie production required for domeetio ooneumption (and in 
eome oases for exporte) a total amount equal to its parit)' 
price or cost ot production whichever wae greater. Part 
ot that amount would come !rom the sale or hie produce 
at prevailing !arm pri ces; part or it !rom the sale or 
hie share or the oertit1oates. 

The producers would reali~e the val ue or their cer­
tificates by selling them through the facilities or a pool 
operated by the Secretary or Agriculture, to t hose re­
quired to buy them. The oerti!ioates would have to be 
purchased by t hose making the !irst domestic sale or all 
articl es processed or manufact ured !rom the ! arm commodity 
arrected. Persons making such first sales would be re­
quired to make a monthl:r return to the Secretary or Agri­
culture ahowing the quantit i es or 1110h manufactured artiolee 
eold by them. They would have t o attach t o these monthl)' 
returns, an amount or oerti!i catee correepond1Dg t o the 
p~Bical quant1t)' ot the particular agricul tural oommodit)' 
ueed in t he manufacture or the eold article. 

4. Legi slative his t ory. 

The oerti!ioate plan is advanced by its eponsore in 
an a ttempt t o place part or the agricultural program on a 
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permanent financial basis, without dependence upon annual 
Congressional appropriations. At the 1939 regular session 
ot Congress eix bills were introduced, which provided for 
the application of the plan to cotton, rioe and wheat. 
The Senate Co11111ittee o.n ~ricul ture and Forestry bas held 
bearings on the plane for wheat and rice; the House Com­
aittee on ~rioulture on the plan for rioe. The rice plan 
hae been approved by the Senate Colllllittee and by the Secre­
tary of Agriculture. The Director of the Budget has re­
served judgment 1 ae to the relationship of thiB legislative 
proposal to the program of the President.• 

5· Relation to the agricultural program. 

The certificate plan 1e proposed ae an addition to 
the present agricultural program. It not only leaves the 
prinoipal features of the present program unchanged but 
ie in tact conditional upon the retention of that program. 
The certificate plan can be coordinated with the acreage 
allotment, soil coneervation, crop loan and marketing quota 
features of the present agricultural progra.m. In the case 
ot the oo111111oditiea to which it applies, it will replace 
the eo·- called parity payments now made from general revenues. 
(Appropriation for parity payments tor the 194o program, 
$225,000,000) . 

6. Tax features. 

(a) Commodities taxed. Adoption of the certificate 
plan would be equivalent to the enactment of a prooeaeing 
tax. The certificate tax, however, would differ in eome 
respects from the invalidated processing taxes. Certif­
icate taxes would be imposed on specific oommoditiee pre­
euaably by the enactment of eeparate b111e applying to 
each individual oo .. odity. The bills thus far introduced 
would tax cotton, rice and wheat. 

(b) !ax ratet. The rate of the certificate tax on 
rice ie specified at 1 cent per pound of olean rios. 
Rates on cotton and wheat would be eat at tbe beginning 
of each crop year. J'or cotton the rate would be equal 
to the excess ot the parity price or oost of production, 
wb1ohever is higher, over the eatiaated average fa~ 
price, including parity payaents. For wheat the rate 
would be 120 percent of this excess. A compensating tax 
is iapoeed on i~~ports. llo noor stock tax is provided. 
On the basil of lloveaber 15, 1939 farm prices, it ie oal­
oulated that the tax ratee indicated by the certificate 
plane would i~oae a 7.1 cents tax per pound of lint oo,ton 
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and a 4S.l cents tax per bushel or wheat . It par1t:r prices 
on normal exports were not proYided, the tax rate tor wheat 
would be 4o.l oente. Under t he prooeeeing taxes the r a te 
on cotton wae 4.2 cents and the rate on wheat was 30 oenta. 

(o) Base or t ax. The tax would be leTied with respect 
to each commodity on a quantity basie - eo many cents per 
pound or bushel - without regard t o va r1ationa in type, 
grade, or pr1oe. It would be collected on the occasion or 
t he firs t domeatio sale or any article manufactured wholly 
or partly trom t he given agricultural oo..od1ty. 

(d) Exemotions. The sale or commodities tor erport 
would be exempt . To prevent pyramiding , articles proceeeed 
or manufactured !rom another artiole which had previously 
been taxed would be exempt . 

(e) Tax load. On the basie or price conditione ae or 
November 15 , 1939, and on the baeie or available estimates 
ot volu me or consumption (both seta ot data !rom Department 
ot A§rioulture sources ) , it is computed that the 1 certit1oate 
1?lan billa would impose an annual tax or a pprox1mat el:r 
$ll,ooo, ooo on r ice, $23S,ooo,ooo on cotton, a nd $24o,ooo,ooo 
on wheat . 

(!) Date or termination. 
no aoeoi!io orovision regarding 
taxes are t o remain in erreot. 
until reoealed. 

The oertitioate plane contain 
lengt h or time tor which the 
They would presumably continue 

(g) Administration . Reeponeibilit:r t or t he oolleotion 
ot taxea, t or the distribution o r bene!ita, tor the receiot 
ot monthl:r tax retums, and t or all determina tions is vested 
with t he Seoretar:r or Agriculture. 

1· Errecte on agricultural oroducera. 

(a) The oertitioate plan would arrord large benefit 
payments t o t he producers or agricultural oommod1t1ea arreoted. 
These benefit payments would orobably be considerably higher 
than are l i kely to be made aYailable through appropria t i ons 
!rom the general fund or the Treaaury. They would be in lieu 
or parity payments, but orobably would be additional t o moat 
or t he other categories or Federal agricultural expenditures. 
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(b) In the long run, the oert1tioate plan would prob­
abl:r prOT14e benet1 t pa)"llenta w1 th greater regular! t::r tban 
would direct Congressional appropriatione. 

(o) !he plan would not arrect adTereel:r the coapet1-
tiTe position or the American rarmer in the foreign aarkete. 
On t he contrary, it could be eo deT1sed as t o place the 
American rarmer 1n an adTantageoue poeition with respect to 
export e. 

(d) The plan would provi.de a kind or gra tuitous crop 
insurance. It would assure the growers a lliniliWD annual 
revenue without regard to the actual ;:rield or their acreage. 

(e) The plan would llake the control or t he Toluae or 
agricultural production relatiTel;:r aore eae;:r to· enroroe. 

(r) Tho plan could not be applied with uniform erreoti Ts­
ness to all oommoditiee . It could not eerTe erreotivel;:r to 
raise the income or r armere producing coamodi t lea ror which 
the domestic demand is appreoiabl:r reduced aa the price in­
oreaees. 

(g) Since the certificates tor an:r one agricultural 
oommodit:r would have a unitona price, the plan would arrord 
relatiTel:r larger benefit P81men~s to producers or a low 
priced Tariet;:r t han to producer• or a high priced Tariet:r 
product. 

(h) .Land ownere would stand to be the largest gainere. 
Agricul tural labor would probabl:r be a eubetant1al loser. 
Sharecropp ers and tenant rarmere would gain 1n some, but 
lose in other respects. 

g. Errect on agricultural trades. 

Proceaeors and dietributore or agricultural oomaoditiee 
aDd t heir products would be adTereel;:r arreoted. 

(a) Beoauee the margine or profits or prooeseore and 
dietributore are 811all, an::r eubetantial part or the tax burden 
which thq would haTe to abeorb would out t heir protite. 

(b) Reduced ooneuaption resul ting rrom the 1apoeiticn or 
these heav;:r tax•• would reduce the Toluae or tho prooessore' 
and distributor•' trade. 

( o) Periodic obangee in tax ratee would be lUel:r to 
dierupt prooe eeors ' and dletributore' bu.e.ine .. ae1:hode. 
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(d) Proceucre and d1etr1butore would bear the bulk of 
the burden of tax co.-pl1ance, through adTancing the uount 
of t he taxee, filing monthly tax returne, and maintaini ng 
prescribed recorda. 

9. Fiecal effecte. 

(a) r1ecal u.nage~~ent. 

(1) '1'lle plan would sanction large public expend! turea 
outside the budget, exempt from periodic executiTe and legie­
lat 1Te reTiew. In coneequence, t he effectiYe uae of fi ecal 
pol1CT ae an inatru~~ent of eoononc control would be iapaired 
and a eafeguard againet unwiee allocation of public tunde 
would be eacrif1ced. 

(2) The adoption of t he plan would make it more diffi­
cul t t o deterlll1ne the amount of actual public expendi turea and 
t he a ct ual. tax burden of the Tar1oue groupe of taxpayere. 

(3) The plan would eetabl1eb a d&ngeroue precedent 
which other economic groupe woul d , etr1Te to emulate, t hereb7 
seriously endangering f1eoa1 planning. 

(b) Tax admini etration . 

(1) The tax featuree of the certificate plan are 
( alaoet of neceuity ) ineuff1o1entl.y integrated and therefore 
would be l ikely to create inequ1t1ea. 

( 2) Beoauee of the severity of t he tax burden, tax 
eTaeion would be at1aulated, eepeo1ally by f a rm and ru ral oon­
auaere of taxed products. 

(J) '1'lle plan makes no pr oT1e1on f or ooapeneatory taxee 
on floor etooke and on oo.-pet1ng oo .. od1 tie •· Such coapenea­
tory taxes are essential t o safeguard proceeeore and d1etr1butore 
aga1net loeeee when rates are reduced and t o preTent pr ofiteer­
ing when ratee are 1ncreaeed. 

(c) l'ederal expend1 turee. 

Adoption of the certificate plan would greatly 1ncreaee 
total public expend! turee for the benefit of agriculture. 
Whether on be.lanoe 1t wou.ld lnoreaee or deoreaee expenditure• 
froa the general reTenuee of the GoTerruaent cannot be fore­
caet with aeeurance. 
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(1) On the one hand, i t the certi f icate olan ie 
adopt ed, t hat portion or parit:r pa:raente nov financed troa 
general re•enuea, which ie expended in behalf ot t he oollllo­
d1 t 1ee covered b;r the plan, coul d be el iminated. 

( 2) The enactment or t he plan might weaken agricul­
ture'• resistance to reductions in appropriations. 

(J) On t he other hand, it the plan were adopted, it 
might result in increased expenditures on behalf or the 
producer• or non-oartirioated ooamodi t i ea in order to giYe 
thell benefit pa;r~~enta on a pill' vith those obtained b:r the 
producers or oomaoditiea ooYered b:r t he plan . 

(lj.) Ir the plan reeul ted in reduced conauapt1on and 
increased eurpluaee, the net coat or aurplua d1apoaal program• 
might be increaeed. 

(5) The 1noreaeed coat or HYing, reeul t1ng trom the 
adoption or the certifi cate plan, a1gbt 1ndirectl:r raise 
Federal expenditures t or relief purpoaee. 

(d) D18tribution or burdens and benet1te. 

(1) The certirtcate plan vould iapoae what 1n ettect 
amcunte to a pr ocessing tax on eome neoeae1t1es. The burden 
would tall largel:r on consumers. I t vould be a regreaeiYe 
tax, iapoaed not onl:r vit hout regard to taxpa:r1ng abil1t:r but 
vi t hout regard t o t he price or t he conauaed com~~odit;r. 

(2) !he iapo81tion or a tax or thle Mgn1tude, aupe~ 
iapoaed on the present tax e:rstaa, would ee•erel:r artect t he 
purohae1ng power or t he lower-inco .. groupe. 

(J) Pa)'llente under t he plan vould be aade t o about 
three llillion producers, eoae or which nov rece1Ye substantial 
incoaea, at the expense ot another group compr1a1ng t our ail­
l i on farm famil i es, more t han tvent:r-tvo aill1on non-tara 
ta~~iliea and aeYeral million t ingl e indiY iduale, and including 
the unemployed, the relief reolpiante and man:r others vith 
Yer:r lov i noomee. In the proceae, aome purchasing power would 
be transferred trom l ow-income t&lliliee to higher-incoae 
tam111ea . and eome from high to lower income families. 

(~) .b i de troa l1111tat1one on ID&Xt.la pa:raente to indi­
Y1dual produoere, t he benet1te under the oert1t1oate plan 
vould be d1etr1buted u ong producers approxillatel:r 1.n proportion 
t o the preaent d1etr1but1on ot 1ncoaea , thoee produ cing large 
u owta reoeiY1ng 110re aoae:r troa the plaa thaD thoae producing 
aaaller uounte. 
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!hie -randua e:maillea the propoae4 iaco• certificate plan for 

a,criculture, with apeclal reference to lh tax upech and fhcal 1111!'11-

catlona . It 1a concerned only with the principal featurea of the plan 

and malcea no atteiiiJ!t to deacl'l be ln de tall all Yal'latlona between the 

aeftral Ooftl:l'&nlon&l billa ..,bocbinc the propoaal, except lnaofu aa 

auch Yal'latloDa ue deel08d to be of bulc lapol'tance. 

lo atteiiJ)t 1a here -.de to lnquire lnto the Iatlon'• agricultural 

problea itaalt; what t he D&t,..., of that problea 1a aJI4 whether the 

p resent ftCTlcultur&l prograa atta.cka lt ln a rational 1111T• Onl7 sut-

flcient deacrlptlon of t he exlatlns complex a&rlcultur&l prograa la 

p ro•ided (for the benefit of readere not connraant with ita 111&11;1' 

foaturea) to reveal clearly the projected role of the proposed certlfi-

ceh plan. The l~al problema raised b)' the col'tificate plan are here 

11holl7 ipore4. 

J'1nllll7, it llhould be noted that thh anal781a 1a baaed on 

"'el'tltieah Plan" bUb lntroclnced dUI'lDC the 1939 resuJ.ar aeaoion of 

Oo~u. Such 41fferencea bet ... n the p ro-rloiona of theae billa 1111d 

t hou of the plan enrrentl)' aponaored b7 the Departaent of J«riculture 

aa han t bua far been ln41ee.ted are noted.!} 

'!} ltahunh reprdin& the plan C!U'Hntl7 aponaored b7 the IMpart-\ 
of .&«riculture are baaed on a tentathe all4 confldentllll .. .,randlla 
entitled. •a_..,. deocl'lptlon of the rarMre 1 lacoM certificate 
p rocru• . 1*1-'ber 20, 1939 (rewiae4), aubaltted to the J'1aclll all4 
lloM\&1'7 Oooool\\H all4 hereafter referred. t o aa the Depal't...,t of 
"cc'lnlh.re -ru4.-. 

Regraded Uclassified



- 2 -

I. Introduct i on 

The certifica t e plan i a a combin&tion of benefit p ayment• and p ro­

ceaa\ne t axes . It b a dorteo t o on&ble doD8at1c producers of ac:ricult ural 

co:>nodities t o obt ain parity pric es for t hat aepent of t heir p roduction 

which ia consuaed doneatieally (&nd in aome caeoa exported), without &t tho 

s&llle tiM a ffect1nc tho\r COIIIJ>etitive poait1on in foreign I!IIU'kots . !/ 

Viewed in another l i ght, the certificate nlnn i s a method tor pro~i4-

i~~~: one type of acricultural benefits, se>-called parity nay>:~ents , outside 

ot the :Budget &nd without recourse t o t he s•n~eral 1\lnd o! the Oonmnent. 

a t tlkea its na::te f ro,. t he Certificatea ell!>lOT&d t o pro~ide benefit '0&,)'-

""nta to p roducers of certain acricul tural collllll0d1 Uu end to collect t axeo 

on t he occasion of the fi r ot domestic aale of t h eae comnodit leo . Both 

op~r&t\ona are conducted b1 the Secre t &rJ of Agricult ur e , i ndependently of 

the United State• TreaaurJ. y 
Certificate& would be iaeued i n voluae t o eot'l"eepond to the eatiaated 

doD8at1c conaucption (and in sone caaee , nornal exports) !/ of a siYen 

"f!Tlcult ural collllliOdity. Theae cartifica t u would be aaa igned to t he pro­

due .. ra of t hat coMOdity in nceordanee with t heir nllotted share in t he 

NBtion1 a pr oduction ~uctB, provi ded t hat t hey co=pli ed with the el1s1bil1ty 

t'e'l"ire~:~ents of the "6>'i cult urnl pro,v..... The ee rt1f1ea tea would h&~e & 

e&ah ~alua senerally equal t o the exeua of t he parity p rice of t he co....,dity 

!} fhe •certificate pl&n" bill for wheat i ntroduced nt the last aua\on 
p rortded that f......,ra reee1Ye parity p ricea on t he! r production for 
dol:leatic conamoptlon u well as for nono&l exporta. ~. 'IIOuld han 
required docteatic conaunera of wheat product e to pq 120 percent of 
t he parity p ric e of whea t. Under t he Dlipartctent of Agrlculturo 1 a 
plnn , parity pricea 'IIOuld be J>&ld only on do..,atie eonsUIIIJ>tion, 

y Under the Depart•ent of .Aqiculture ' e plan t he exiettnc f ac1l1t1ee 
of tho f reaeury D.part.,ent wonld be uUlhed in collecting certlti­
eatea tron the proeeaaora . 
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(or coot or p roduction, if 1t 1a hisher) o•er ita anrege rar.a price. !/ 

'l'hua, on that portion or his !>reduction required for doll8at1c eoDaump­

tloD (and In oome eases , !or exporto) , each p roducer would reeei•e a 

t ot al retur11 equal to :9arity p rice or coot of produetioD, whichever it 

hl/9ler. He would receive t hat return In two parte: one froo the eale 

of hia :9roduet In the usual manner at p re•a lling farm p rieeo; the re-

malnder froa the proeeede of h ie share or the c ertificates . 

Produeero would obtain t he • .Uue of their eortifico.tea by oelling 

the2 (Indi r ect ly) to those ro~red to buy thea. 'l'he plan l'resc rlbea 

t hat certlflc~teo be Jlurehased at t he fixed ~rice 111 connection with 

the 11 rot do::>eatic aale of 811 a r tlcleo J> roceoaed or manul'aetured fro" 

t he comodlty. Persons mo.ki ng ouch firot tale would be required t o mo.ke 

a monthly return showing the quantitleo of such manufactured articlee 

oold . 'l'hey would be re([Uired to ACCO!li])&!IY aueh returne with an amount 

of certlfie&teo, corres:9ondi ng to the phyaic&l quantity of the particular 

"«<"ICultur.U eomoodi ty used in the 111N1u1'110ture of the oold Article. Coo-

pensatlnt; p rortalona would "!>PlY in connection with i r::portat1o111 of 

certifica ted con:oodities . ltxporto would be eni>J)t . 

'l'he p rincipl e of the certificate plan hao been in use in foreipt 

countries for" aOYerl\1 years. In the ~lcultur.U countries of Centr.U 

!Urope It waa adopted in the late twentiea and in a modified fo~ re~iDo 

111 uao todAy. 

!/ In the whea t and oot t o11 billo iDtroduced a t t he last oesaion, the p rice 
ot the certificate was t o be equal to the difference between a •erage 
!am Jlrice Md parity p rice or coat of p roduetloD, whiehe•er 1a hl/9ler. 
Under the Department of ~1culture 1 o plan t he p rice of t he certificate 
would be equal t o the di~ferGDee betweeD anr"6" fans p rice Md par1t7 
pr1ee . 'l'he crlterioD •coot or p roduetloD• 1o elbd.nated. 
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In \he Uni hd States it appears \o ha•• ~en proposed O!'i«inal17 

ae a feature of \he old oloJOeatic allotllont -plan a dozen 78ara 11&0· !J 

The echene !'Cceived 1\a !'ecent Impetus aa a reeult of the i nvalidation 

of the p!'oceuinc taxea by the Sup!'eme CoU!'t in Unit ed Statea v, Butler, 

January 6, 1936 and in Ricke!'t Rico llllla • · J'onteno t, January 13, 1936. 

'l'he certificate plan 1u adYanced in an atteii!J)t to !>lace parla of 

the o.cricuHu!'&l J>!'O~ on a J>Orm&nent fh>Mcial brulh without dependence 

of Dece•~r 5, 1939, lea•eo no oloubt on t hlo polnt1 

"l'he lla tional :ran Progren • bleb ~ i n 1933· ... 18 a 
far-nunc efforl in which """' than thro ... rounha of the 
f a rcere of the United Statea are t~lng p art ••••• 

1 .... How really percanent io that !'!'Ot:1"8lD? 'l'ha Auicul­
tural AciJuat mont Act of 1933 wae hailed &a the 1 llagn& Charla ' 
for Acerlean agriculture. I t gave to our tarcer e the unifYing 
ollllporl of government and provided a eource of rennue to keep 
their Jl!'Ot:ram going. '!'hen & Supreme Court deebion in 1936 
de ot!'Oyd that 111agn& Cberl&. 1 lluch of it hao ~en regained, 
and il:lp!'Ond upon. But the :ooot Yi tal part of all - the 
continuing souree of reTenue - hAl neTer been put back. 

"Up to \ he presen\, that looe hao no\ been seriously fel\ 
b)' f araero . Congress baa directed \ ha\ \he fa= prograaa be 
fil>&IICod fro• \he «R•r&l 'l'reaeury. Like \ he ft!'ll!'Opri&tlona 
f or pnblic wor!:a and unoiiJ)lo,..,.n\ relief, for \he reaeue of 
bwoineu and tln&nce, and for building up \be anq and navy, 
\beu t\mde have co::>e in large parl fren borrowed aoney. 

"llow a new oituat ion baa denloped. One country after 
&nether ln tho Old Wo!'ld hao fallen Ylc\im t o &&greooion b)' 
p reda\ory powers, and a -r ln•ol•ing \ bree of t he at!'Ongeat 
ne.tlono in luroJ>O is now being f oUGht . We in the llew World find 
1t 111!j)er&\he to lDBke our own defonae itopregnable, loot t ho 

!/ Henry .L, Wallace, "!!ow pora&Dent h \ be ftanl p!'Ograal 1 .&ddreu a\ 
tho \wentie\ h a.nm>a1 -eunc of \he .American Y&l'D Bureau hdere.Uon 
at Chic&&O, Decuber 5, 1939. lleparl•en\ of .l&rlculture :!)!'818 

releuo, !>&«" 13· 
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depredatione that ban becoDe all too co-11 in tha Old World 
apread t o our abo rea . 1!>at a ea111 ve -. t Wldertal<e the 
biggest peaceti• e>q>editurea in OUJ' hieto17 for the ar., 
aDd tha 116V. 1!>at .. .,.. O'QJ' a tire hderal bwlcet 1111.1t be 
pn11 abarp eorutiJIJ alld renev. 

• J.ll4 10 111 the next !ev 11011tha, the farMrs are boUDd 
to COlli face to face vith the queatlon, Bov real.q pera&~~~~~t 

1a the lfatlollal l'ara ProgruT• y 

During the laet eeeeio11 of Co~~greee (rtret 8eeeion, 76th Concr•••) 

eix bille vere introduced to applT the certificat e pl&ll to cotto11, rice 

a11d wheat. y !he p la11 tor vheat (S. 2395) adTancad to the heariD« 

at~ in the Se~~ah alld that for rice ill both the Bouee (B. B. 6654) 

a11d the S8116te (S. 257J). !he rice plan (vhh ainor ... ~to) vu 

apprond b;y the Se11ate Co.al.ttee on ~icult'aJ'e &lid J'oreat17 J} , 'bllt 

failed to reach the diecuellon • te&e on the floor. !he plan alao hal 

the approTal of t he Secret&1'7 of Agriculture . I11 hie repor t 011 S. 2573, 

the Secret&1'7 atated1 

y Ibid. pllf;• II. 
y !he au bille ar11 

(l) S. 2395 (vbeat ) i11troduced bT Se11ator ~eeler, MeT 10, 1939; 
(2) S. 2434 (cotton) introduced bT Senator Lee. MaT 17, 1939; 
(J) B. B. 6482 (cottoll) introduced bT Repreaentau ... 11cho1e, 

MeT 23' 1939; 
(4) B. B. 6671 (cottoll) introduced b;y RepreellltatiTe Ceitvrigbt, 

June 5, 1939; 
(5) B. l!. 6654 (rice) introduced bT Repree111tat1 ... De Boue11, 

June 5, 1939; and 
(6) S. 2573 (rice) intro4Dced bT Senator llleDder. June 7, 1939· 

J} Report trOll the Co-1\\M Oil ~culture aJid J'oreet17 to &eeOIIP&JIT 
S. 2573· Report lJo. 763, 76th Co~~gre11 , l'iret S.11io11. 
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•It 1e belieTed that the certificate program oet forth 
iu the bill couetitutee a oound &D4 deeirable .. auo for 
aokin& further procr••• iu brtnctnc about a fair aud equitable 
participatiou b7 rice grower• 1u the aational 1nco... !be 
prograa would be adahliatratinlJ" practical &D4 would awid 
burd..,. on the hderal !rea1UJ7. 11Dder a cerUf1cate prograa 
the incruaed 1nco .. of far .. ro would be obtaiued 1u the foN 
of increued returua fro• the do .. auo -arl<et. J'or thh reuo11, 
a c ertificate prograa would not be .ubJect to the difficultiee, 
li.ttatione, aDd uncertaiutieo inwlTed i n anT procra- that 
relieo grea t lT on net appropri&tione froa the O.neral J'und 

of the Treaaury . 1 

• .••• the Dapartaent faTOro enactaent of the bill.• 1/ 

'!he Secreta17 of .&criculture went on to inform t he Coaaittee that 

the bill lncorporatinc the cert11'1cate plau for rice wao referred t o 

the llureau of the l!wlpt aDd that the Director of the l!wlget &drt .. cl the 

Department of Agriculture that there would be no obJection on the part 

of hie office to the euba1ee1on of the Secretar.r'e report on s. 2573 to 

the Congreeo, •with the uDderohndln& that no coiDIIitaent would thereb)-

be Dade u to the relat1onlh1p of t hh lecta1at1Te propoa&l to the progru 

of tha Preoident.• 

!he teet lllollT 011 the vbeat bill 1cclicat ee that t he certificate plan 

h aponaored b7 the lrational J'armere tinton, who .. reprooe11tat1ne parttct-

p~<ted tn the dratttnc of the wheat, cotton and rice billa. y 'lhe7 ere 

preeu~~&blJ" eDg&Ced 111 drattinc btllo to coYer other tara coaoodittea. lf 

!/ Beartnco on S. 2573 before a Sul>cccUttoe of the Co~:~~Utee o11 Acrtcul­
ture and J'oreot17, tJ. S. Seaate, 76th Concr .. •. ftrot Se"iou. 
papa 69-71. 

Y Bearlnco o11 S. 2395 before a Sa.bc.ai ttM of the eo..t ttee 011 .&t;rtcul­
ture and J'oreot17, tJ. S. Saaate, 76th Concre .. , ftro\ Se .. ion, pace 29· 

ll Ibid. pap• 68-9. 
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That 1t 11 conta11plated to app~ the oert1t1oate plan to aome of 

tbe other agricult ural oommodltiee ae aoon aa pr&etioabla la indicated 

b)' the f &et that e ach of tbe bUll pertalnint; t o cotton (and ""eat) 

pron de a that: 

•llhenner the Secretary (of J.cricultura) hal reason to 
be11eTe th&t a aubatantial maJority of tbe producer• of &ZIT 
agricultural commodity are in favor of eatabli ahing for that 
commodity an 4llotment-certificote plan aimilar t o the cotton­
allotment-certtfioote plan aet up UDder t bia aecti cn, he ahall 
conduct a r efe rendum among the producero of auch commodity. 
The Secretaey ahall report the raeulte of auch referendum to 
the Con&reoe, Md 1t tvo-thirda of the producers of auch 
cocoodity votinc in the referendum vote in faYOr of euch a 
plan the Sa crataey eh&ll rec.,.,.end t o the Con&reoa &n7 pro­
Tiaiona vhl.ch he dee .. &pproprt.ate to be 1nclude4 1J> an allot­
mmt- certificate plan for auch coii:IOdity. • ]} 

The aponoora of t he certificate plan, however, recognioe that i to 

uoefulneoo f r om the agr icul~ural point of view 1a limited to thos e 

commodities i n connection wi t h vbich t ho burden of a processing tax 

tendo t o be borne by conw..r o, proceaaoro and dlatributora and not by 

producera. •It would apparent~ be especially vall auited to auch 

export co::modltiea ao cotton, wheat and rice. l!ut it would not vorl< 

tho aeme way if applied to corn. Like tho old corn and beg proce .. int; 

taxeo, it would tend to come out of the faroer 1a pr ice.• l/ 

!/ H. R. b482, Sac. J50A(l). 
y Wallace, " Hov pefti&Dent 11 t he far:o procraal" p~~«e 13 · 
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II. !!elation of the Pl&Jt to t~ .Acric:nltural Prop-a 

!be IIYeral certificate plane are propoeed ae ... ~nta ADd 8441-

t1olll to the baaic a,:riC\Iltural progaa aa proTiclad b7 the jgricnltval 

AdJlat•nt Act of 19311, IQ)prond on hbi'WU7 16, 19311. '!heir vorlcabUi\7 

1o cond1Uollal upon the retention of the preaent prograa 1n 1101t of ita 

pertlnent taaturea. !o appraiae the li~fiC&Jtce of the cert1t1cate plana 

1t is, therefore, n.ec111&17 to coaprehand the broad a cope &ll4 operat10111 

of the a,:ricultural progru under the jgricultural Ad,luatM.nt Act of l9J8 , 

the pr1.nc1pal teature a of which are here IUIIIII&rized. 

1. Acr!!l• allot~anta &lld oonaerT&tion p!l!ellta. 

!be a,:ricultv.ral proa:ra- pro't'idea tor production control of corn, 

cotton, wheat, rice &ll4 tob&cco. y l&ch 7ear, the Secretar7 y proola1• 

the 11At1onal acreace allot•nta required to pr oduce, on the baeh of an race 

7ielda, the quaut1t1ea of t heae coaao41tiea tor noraal do~atic coo.u.pt1on, 

noraal exporta, JtOrmal carrronr. and tor Yarioua reaerne. !be national 

acreap allot-..h are then apportloud ..,"« the Statea produci.Dc theae 

co.....Utlea. !be State allotMnh are ill turn 41rlded ..,"« coutiu 

v1 thill the Statea and ..,DC fal'lla vHh11l the cout111. !be baaea tor 

theoe ~~pportioAMnh Ya17 v1 th the co-41 tie a, but ill pnoral the bub 

tor the State &lld cou\7 allot..,.h h put acrea,. , while that tor tba 

11ldi't'idllal t .... ... t talca illto COIII14erat1on tillable acrea«e, crop 

rotation practice•, t7p1 ot eoi1 , toposrapbr end productiOJt eqQipMJtt. 

Y '!he procru applJ.ea t o au 41ttereat ld.D4a of tobaeoo, each 41dded 

lllto \J'pee, and uoh handled larpl.7 aa a wparate -41\7. 

y "lleoret&r7° -• Seoret&r7 of Acr1Cill\ure. 
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Oolopllanoe b7 tarare wi th t~ aorup allo-h 1e '001Wlt&r7. 

r.....,.re, howner. are t.Ddu.ced t o conto111 t o t~ allota•h b7 the fact 

thAt t~lr d euee of compliance 1e taken into aocoUJlt 111 4etera1111ng 

eltgibilltr for coneer.ation and other benefit p.,..nto. !he epproprt~ 

tton tor the agricultural conoenat1on prouu in ttecel rear 191W 

aaounto t o $500,000,000. 

2 . Crop loano. 

!he eo ... utr Credit CorporaUon 1e authorhed, upon reco_,dattoa 

ot the Secraterr and with the eppro'l'al of the heddant , to aka loano 

on ell aut culturel co...,41i1eo. I n tho cue of 'llheat, cottoD and corn, 

loano are 111611dat o17. lor the t irat two of th11e comll041 iiee the Secret&r7 

io f ree to 11t a loan rate bet111en 52 percant and 75 percent of parit7 

prtcee. The loan rate for corn aloo rangoo between t hooo ltaitt but 

opoctftc ratet applicable UDder opectttc condi tion. are preacribe4 b7 

atatuh, leart..g no 41acret1on to t he Secret err. Rovner , in the oaee 

of the baeio c.-o41Uea, 1t the u.rketinc quotas 41acuaae4 in the un 

section are reJected, DO tu.rther loan• on that oo...,dl\7 can be -.41 

unUl the begiiiDing ot the next urlt.tinc , .. z . 

-
!he 1.., opaoitiee that •no proclllcer ohall be pereonellr Hable t or 

&nT deficie!IC7 arielng froa the aele of the collat eral aecurtng &nT loan.• 

Thue , i n etteot , if the -.rket price io lov, t~ far-or can forfeit hie 

collateral 11111111 tlw loan 1e axtanded for hh tll.tura benefit; 1t the 

price rhea, he can repo~T the l oan, and reolala an4 1111 hie co-.d.ltr. 
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fho aftilab1llt7 of crop loano - baYe an lloporlant be&rin« on the acope of 

the cortltlcahl plan. Insofar aa the loana ten4 to aet 'llbat 1n effect 

IIJICW>h to a bottom for ~lcultural prlooo, the ahe of the dlfferentlal 

between parity p rlcoo or coot of pJ'Oduciion and a•orage farm p rlceo 1a 

atfoctod. 

3. ll"t!s•t 1M guoty. 

!he &ericultural pro~raa anthorlr.ea llnltat l ono on t he marketing of 

tho f1YI baalc co:=od1t1eo throU6h t ho oatabl i ahoent of aarkoting quotae. 

'rheae .,.,.;,euog quot as beco"" effoctln only ..tlon total O"!'PliOS exceed the 

procl alaed nol'101ll ou:pplioo by MIOUIIta apocified tor each co-.d1 ty in the 

Act. Howover, the quotao become ettectiYe only after they a r e ~pJ'OYed 

in a producera' referendum. Sale a in e:rcua of IIIArkoUng quota.o are 

aubjoct to a p enalty per p ound or buohel. 

After approval of two-thtrdo of tho Yoiing farmore who rill benefit 

by th001 Md who ballot 1n a r eferon4ua conducted by tho Secretary, ""11l:tt1D« 

quot ao for the baolc coJ:l:IOditleo e:re allotted tc the Yarioua Statu, countieo 

and lnd1Y1dual taraera. !/ On cocoodltloo withheld fro• l:l$rlceto and otored, 

f&n:~era receiYI co-.d1ty loana t hrouch the Co...,d1t7 Credit Corpo~tlon. y 
In thio aannor, oo-e euppliea othorwioo aYailable tor aarketilljl; are in 

•aurplua• yean withhold from tho aarltoh by otorllljl; under oeal AnT 

qU&Dtitloo aboYo tho marketing quota. In yearo of low 7iold aD4 h1&h p ricoo 

t heoo oealed oupplloo will be reloaaod for Nr1<ot1ng by farmero paying ott 

t ho loant. 

if J't>r tho comilljl; arl<otilljl; year Mrl<Aitilljl; qu.otu haYI boon spproYid b)' 
rotarondua for cotton. 

y lo~>-cooporat1ng far-era roce1Yo onl)' 6o percent of the .....,..t of loana 
a<railabl e to ccoporatlnc faraoro, on that part of t heir crop that 
wonld be aull,lect to ponalt)' it arlroted. 
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4. Parity J?!l! .. h • 

.b an e441 Uoll&l h ... tu. tho .Act prorldoa that vb.., appropr1at1ou 

aro ll&de therefor the S.cre\ar7 h ao.tborhed to db tribute pari 1;T PIQ'­

auta. lllllotar aa appropr1at1o,.. paraH, tho .. ~hare intcoda4 to 

lDCraaao th.o l.llco• of taraara vbo co~~ v1th the .Act up tc the ..,....,, 

repreaoDted by their Doraal productioD tlaaa the parity price . !bo 

appropriatioD UDder tb1a authori1a t ioD .a. $212, 000,000 tor the 1939 

prosraa end $225,000,000 for the 1940 prosraa. 

5· Crop l...ur&DC&. 

!bo .f.cricultural AAJwot•at .Act of 1938 utabllahad the J'aderlll 

Crop l ... urance CorporatiOD t o prorlde crop iDIUl'IUICO for wheat far&ara 

~A1Dat loaa throll&h crop failure. SUch iDauranco ccnra DOt 1eaa thaD 

50 perceat and not 110re thaD 75 percent of the anrA«e wheat yi.eld of 

1aourod faraa. !he i neur&DCo praaluas an P1Q'ab1o 1D actual wheat or 

iD ita caah equlftleDt. lnnred far.ra - &lao be peld in actual 

wheat if they ao oloct. 

6. Appropriatlolla to onoourye 4oaeat1c CCD!IU!!!!tiOD aDd oxporta . 

I D addition t o the appropriation• for crop 1oana, parity p.,aant a 

and tho co,..ol"t'&tion procna, tvo othera r&flUlro apocilll •ntion. 

UDder SacUoA 32 of the .&Ma4ed .f.cricul.tural A4Juat.nt .Let , JO pal'-

cant of cute• racoiph 1a pa...-t~ t;JPrOpri ated t or uao 1n OJIOOV~~C­

iac t ho ct..oat1c co...-euopUoe ud oxporta ot all ac:rioulturlll c~UiM. l/ 

lor tho ourHDt fhll&l 70ar u 11441Uoll&l appropriat101l of $113,000,000 

Y ,,Ill cuat- collaUou -uated to i359 ,000,000 ud iJ19,000,000 
in tiaclll TO&r• 1931 ud 1939· 
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11 avai labl e f or encour aging the domest i c cona~tion and export of agrl­

eulturo.l co1111110d1tiu . !l'beao two appropria tion• are uaed fo r export aul>­

otdiea and J)<I,.Wento f or t he J'ood StSJI!l PlNI, t he purehaae of •au!'])lua • 

~rieultursl co==od1t1ee for relief dietribution, and for diversion of 

•aU!'])luaes• to such unueual ehNinela of t r ade aa pot atoes for l h eetock 

food or star ch and cotton for bnggi ng bales of cotton. 

Of t he baa ic comoodi t i oa , an export aubaidy i t now provided cot ton. 

A wheat subsi dy wee innugu~ted i n Sept ember 1938 and later waa extended t o 

t he curr ent crt>]> :rear, but """ dh continued on December 29. 1939. Salol of 

whMt and n our for OX'I>Ort to taled "!'J>roxl. .... tel7 118 million buahola for 

the !local ye!\l' endi ng June JO, 1939. Of t hh t otal O!>J>roxi.J:>ately 94 mi ll ion 

buahe1o wer e subaidlted a t a coot of about $25,700,000, or about 27.4 cente 

" buohel. 1/ 

A cot ton e:mort aubai d7 waa initiat ed in July 1939· !!'he r nte or J>"T­

~nt was 1~ cent s ncr pound of l int co t ton exported, wi t h eor r eanondi ng 

o~enta on cotton soode. Effective Dece3ber 6, 1939, t he rate of t he o%p0rt 

aube id;y """ eut in half t o 3/4 cents per l>ound. On December 8 and 11 it waa 

further reduced to 4 /10 canto and 2/ 10 canto, rupecthel;y. Ini'orl!l&t i on on 

the coat of t he export oubeidy during ito four 01ontho of operation h 

not available. However, oalea and deliver i ee for export during tho 

four-month J>eriod (J uly 27 - Deca:tber 4) aaounted t o 4 , J44 ,354 balee Y 
or 982,1}00 aore t han t he e ~ttlre u port i n the 1938- 39 croJ> ye~tr. J1 

yu. s. Dept . of Agriculture, Preas l!eleaoe, July 16, 1939· 
~ Thlo r epreoento 2,076 , 601 , 212 pounde , whi ch a t the r a t e of 1! conte 

per pound, aaounte ~roxim&tely to $31, 150,000. 
J}llew York !1'1••• Dece111ber 6, 1939, !>~ 39 . It h not intended t o 

l l:IJ>l;y t hat A cauaal relationehip neceooarily exioto between t be 
lncreaoe 1Jt exporto and the availabi l i t y of an export subsidy. 
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III. ltttat lal Detallt of thf\ Ctr11fieate My }) 

!he prOYhiona or \be Tsriouo billa incorporaUnc: \be cert.i!lcato plaa 

aro identical in g.neral outline but differ with reopoct to eo.,. I.Japorto.nt 

cietallo . Tho followint: cieocription of tho pl'incipal detailo of t he plan 

it baaed on th& propooal for rico, which ie tha oiepleot of t ho three eem­

modi ty p ropooale . ?J lhere t he prorleiono for wheat Md cotton differ 111 

important roopecto !roll tbe.t for l'ice, the differe~~tea &1'0! noted, 

1. Certificate &llot .. nta. 

Prior to the •114 or P ert ealelldar :rear tho Secretary will eatiaate 

t ho qu&Dttty of ailled rice required for doceotic co111u.ption dnri~ tho 

next urlcetint: yeo.r. J} The eat!Joated doMotio conaueption will be 'baoed 

on domoetie conouepUon cluriJl& tho procodt~ 5 .,.rltoti~ ;vearo, &d,jutod 

for recent trendo. !/ Thia will constitute tho rice cort t ficato allot ment 

for that marlcotioe )'ear. In the CIUIO or wheat Md cot t on, tho do•eatic 

COIIIUIIptiOII 1o calculated Oil the be.oto Of a 10-yoar anra&e and &d,j'Q.Itmenho 

koreo•or, tho certificate allotcent for wheat inclucieo, in addition, an 

&l:I0'1111t equal to a uormal year' • export.o •. 5/ !heoe cort11'1cate 

il !he purpooe of tbe billa p ro-ri dtnt:• for tho cortitteate plana to 
otatod 111 tho pr.ablea to 'be: 

"!o 11118114 tbe J.cricultural J.d,lutiMIDt Act of l9JS, aa aacded, 
for tho PUll'Ooe of ref:Uleti~ interotate and foroip c.,_ree 111 
wheat (cotton or l'ico) prorldint: for t ho orderly urlcet1~ or wheat 
(cotton or rtoo) at fair pri ceo in interotato and foreign comoerce, 
inouri~ to wheat (cotton) producer • a partt7 income from wheat 
(cotton) booed upo11 parity price or coot of procluction, whiehner to 
hisber nnd for other purpoaea.• 

?J. H. R. 6654 and I . 2573· I/ 'l'he l!lllr1tet1~ :rearo for rice Blld cotto11 bOf;iD 011 .l.ufll'&t 1; for 'l!beat 
on July 1. 

!/'rho bill, ho,...,..,., prortdeo t hat tho loci'Otart B6J' in t he couroe of 
t ho M1'tothoc :rear -.lee ouch -.l,jut...,h 111 tho do•ottc coua'llllptioa 
<[110\a ao ho f1114o t o bo Decooaarr •to ponit tho ordorly -•tiAC 
of rico at pricoa fair to both prodacoro aA4 CCDOQMJ'I., .. • 

5/ I" J1t1P 2. footiiGto 1. 

Regraded Uclassified



- 14-

allotDinh, 1t will be noted, are ba .. d on aDd are correlated wUh the 

acreage allota&Dt, aar~ti,g quota and loa~> prow1oio,. of the 1938 

Agricultural A4,lUtOtMnt Act. 

2. Certificate• ioaued • 

.t.t the beJ1nniac of the ...-Jcetil>« year tho Secretary will iuue 

rice eertificatoo correopondtiiC to tho aumber ot poundo ot the Dilled 

r ice allot~Mnt tor that .arlaottac year. !bereatter ho will apportion 

the total &IOOUI>t of the eerUficateo blued .....,IIC the rice producaro on 

the baoh of t heir rupecthe ehareo 11> the total nonaal production 

allotted tor the aarlcetia« year. !be acre&«~ allotBenta eotisated to 

produce the norDal production, it will be recalled, will han been made 

by tho Secretary under the conaervat1on pro«raa. !!'he apport1o11111e11 t amo,g 

producero , it will be noted, will be made on the baolo of the noraal 

production or their allotted acreage (aYerage a4Juated yleld of ouch 

acre&«~ tlaeo the allotted DWDber ot acreo) without re«ard to yieldo 

actually realhld. 

3 • .t.ppor Uo"""' t to~. 

!be plan for wheat and cotton opecif1ea that a tara' • certlticate 

allotaent 11 to be dlrldld UDJIC the landlord•, tenanta and oharecroppen 

i n the .... proportio3 that they are reapectlYely •entitled to ahare in 

the procoedo of the (wheat or cotton) crop wi th reopect to which the 

allocation ia aadl. 0 
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'!he rice cerUficatea vill be apporUae4 -ac rice pro4ucera in 

proportion \o the ••U-te4 no....J. 7ielcl of U>e1r ahara of \he total 

ecraace allo\.ant. In the caae of whee\ aD4 cot\oa. hoveTer, a re4uctioa 

will be aade ia anT peroon1o ahara of tbeoa cer\ifica\ea (pereon .. aalJIC 

laa41ord, tanaat or abereoropper aad not \be f~) in accor4aaoa with the 

folloviDC fo~l 

J'or wheat: 

'!'hat portion of the ebare which 1e incl1l4e4 
within the follovinc interY&la 

10,000 to 12,000 buahele •••.•.•••.............••... 
12,000 to 14,000 bu&b•le ••..•.•• • ••••• •• •.• • .•...•• 
111,000 t o 16,000 'bluhale ...... .... ............... .. 
16,000 to 18,000 buahele .......................... . 
All o.er 18,000 buahele ••..••••••••••.•• • •••••••••• 

J'or cotton: l/ 

Percentace 
re4ncUon 

of auch port.ion 

lO 
20 

~ 
50 

Percentace 
reduction 

'1'hat portion of the ahara which ie included 
vitbln tbe follovlJIC 1DhrY&la (po'Ollda of 

lint cotton) of auch porUoa 

More thea 0 pouncla but no\ 80re thea 2,1)00 pcuncla.... 0 
More thea 2,500 pcunda '1111\ no\ 80re than 3,000 poun4a 15 
More than 3, 000 pouncla bl>t no\ 80ra than 3, 500 pcUllda JO 
More than J ,1)00 pcW>de Ill>\ not 80re than 11 ,000 pounda li56o 
More \baa ll,ooo pcW>da but aot ..,re than 11,5()0 pcunda 
More \baa 11,1)00 pcunde bl>t not aore than 5,000 poWido 75 
All oTer 5,000 pouncla................ .... ............ 90 

Y '1'ha plan for oot\oa ~ to epeo11)' tllat \be re4ncUon factor ohell 
eppl7 \o l&ll4lor.la ~ ucaptioeal cuao. !bat it aball not a.pplT 
1 1n the eaea of the\ part of a laa4lor41e ebare of the allocation to 
anT f~ which oalcW.ate4 on the baeia of \be d1Tlaloa of the procee4a 
of cotton prcdwle4 unclar e t~aeAOT or ebarec.ropper relaUonabip 11' the 
41Tla1on of aucb prooeede between the landlord aa4 the tenaat or ebere­

cropper 1e deta...t.necl b7 the local oo.alUee to be 1D accor.lenoe vith 
fair aad ouetour)' ataader.la of rentinc or abarecropPiJIC priTaillDC 
1a the loeallt7.1 (1. L 6671, ~II, liua J-11.) 
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4 . D1o t ribut1011 to producero • 

.lt t ho beclnninc ot the aarloo Unc 7ea:r tho Socrotaz7 vlll cUe tribute 

to oacb rice crower hh pro rata aba:re ot tho rice eertltleatea on condi-

tion that •prior to the beginning ot .uoh aarkoting 7ear (he) hao eata­

bl1ahed to tho oathtaction ot tho Seorotaz7 that ho doll not han, and 

will not haYe, aY&ilable tor aarketin« durinc ouch aarketlnc 7ear rico 

in axcooo ot the normal production or tho actual p roduction, which-

ner la tho creator, ot hie aerugo allot•nt tor tho current calendar 

7ear. • Producer a vho tail to Mot thio reqnir-nt tor arketinc vlll 

not be eliciblo t or tho time baing to rocaiYO their ahara ot tho cer titi-

catoa. Rovner, oull producer a who plant an aereaae which norull7 

would produce not mora than 100 ba=ola ot roush rice qual it)' auto:oatieall7 . }) 

In tho oaoo ot wheat and cotton tho pb7oical certiticetoo thoaoolYea 

would not be «1 YOn the producer• but would il>otead be a old to a pool oper-

ated b7 tho Socreta:r7. (Sao aoction 6 below.) !hooo anti tlod to cortlti-

5· Price ot certitlcateo. 

In tha caoo ot rico tho price ot tho oorUtlcato la opecitiod 1n tho 

propooed 1aciolation at 1 cent tor oacb poWI4 ot allled rico it reprooonto. 

Bo proYioion io aa4o tor changing the price ot tho rico corti~icate in 

the IYont ot ohanc•• 1n tho market price ot tho oo111Ddit7. 

!he price ot wheat and ootton cert i.ticatoo, hovoYer. would not be 

epocitlod b7 otatuto. !lteir price 1o to be dot aralllld on tha buh ot 

j} .l barrel h t ho IClniYilant o~ 162 poundo ot roncb rico and will 
7iold oppron-tolJ' 100 pculldo ot allled or clean rico. 
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at~tutory formulae, It it to be determined by calculating •the emoUDt 

by which t he parity price or the cost of p~duction , whiche~or io the 

bl£bor , oxceeda t he oatlmatod a~er&£0 f aro prlca ••••• ( l neludlng parity 

p~enta) for t he next oucceodlng .....-Jcetlnt; ye...-. • !} 
The Secretary 1e inatructed to ap!'Qint an adrlaory co=ittee, con­

alatlng of three r8J>roaent~t1ve wheat (or cotton) pawero , one r <!Preaon-

t ~tive conoumer and one reprooontativo of tho Jo4eral Government , to 

r ecommend tc him t he price to be fixed for whe~t (or cotton) allot ment 

eertl ficatoa for t he co=ing ~rketing year. The bill pr eacrlbea the 

atattr• •co to be O!l!>loyed In detenrtnln& coat of production and p~'O'idea 

t hat •atter eonoider ill,f; the racoc:::encl.at1ono of the adThol'}" eoc::littee , 

t he Secreta!'}", on t ho baala of the sace atatiatica uaed b7 the coamittee, 

ahall det ermine thn ~ount by which t ho parity prieo or t he cost of 

1lroduction, whichever h t he hi e;her , exceed a t l1 o eetimatod anr"6" farm 

price •••.•• includlng 1l&rlt y p~nts. • Thl a dif ference (after adjuatment 

for or~ra in the pre~loua year' a ealculaU ono) 11 the fixed price of 

t ho certificates. 

6, Sn1o of cortlfl catoo, 

Rice producera recoivlne; certificates can obtain their caoh value 

by aellin& t hem. Jor t ho ))Urpose of facilitating t l'llJUiactlono in certifl­

e&tea the Secretary ia snthori~od to establlah and operate a pool with 

bro.Deh offices; he ~ 1111thorbe local beDka or other app~~ed &£0Dclea 

to b~ and sell certlflcatea a t a fixed price, 

!J For definitions of "parity price• and •coat of prcduetlon• aee P"40 2} 
below. With referance t o •coat of p~dnctlon• ••• &lao page 3, footnote 1. 
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fo tac11Ha\e \he oparaUoa ot U.. proc:raa U.. S.cre\ar)' h 

authorhed to borrow tr011 the Co11110d1 Q' OredH OorporaUoa tree ot 

tntereo\ •tbe tlulde aeceuar)' to initiate tbe plan.• !} '!he aaouat ot 

azq oucb loea •ehall 'be repaid troa twl4o collected froa tbe aale ot 

carUticateo.• '!he eo-.d1t;y Credit CorporaUoa1 a authorit;y to iaoue 

obUpUou. which U.. Secre\ar)' ot the 1'ra&IUJ7 h authorhad to ~ 

chue, ia iacreued b7 the aaouat loaaed to the lecretar)' ot -'c:riculture. 

7. laellpble producera. 

IUce producaro, wo were iaelipble to recei ft their oba.re ct the 

cerUficatu at tbe bectaata& of the aarbtiac 7ear. u:r qualit)- at the 

ead ot the aarbti.nc 71ar to recei't'l a dhtribuUoa ot acnq equal to tbe 

ftl.ue ot \be oerUticatea allotted tbea at the begii1D.int; of the -.rbtiae 

par, (l) it tbq eateblioh thet thq be't'l cot -.rbted rice duriae the 

aarbU~~t; 71ar in exceao of the aonoal or actual producUoa, 11h1chenr 

1a tbe creator, ot their ..,.._. allot..,t, aa4 (2) it, ia additioa, 

the7 haft qualified to recei't'l carUticatee ho"'d tor tbe ..., -tillt; 

71ar (•ani~~t; tbet thq red'lleed tbelr allotted acre~~&~ b7 the aaouat of 

tbe &XCIII of their planted &erQ&I the 7a&r before). 

S. ~chaae ot oertificatea. 

:IY&r7 peraoa •lr1 Qt; a tirot 4o•aUo a ale of aille4 rice, or ot UIT 

article aaaufactured 11holl.T or part]T trOll Dilled rice, h required to 

obtaia trOll the Secre\ar)', prior to or at the tiM of IIUCh aale, rice 

!/ '!he oripaal rtce Ulla (..t tbe 11beat aa4 oo\toa billa ao wall) 
prorlded for borrowillc troa U.. -.ooao\NaUoa ~ CorporaUoa. 
'!he rloe bill, ao repor\ad ou b7 tbe a-te OMalt\11, bee beea 
-""'ed to prorlte tar bonov1ac troa the 0 U tiJ' Credl t Corpor .. 
Uoa. Cornepoad!ac cb.aace• are bel.ac _... 1a Ule other 'IIUla. 
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dooeatlc-ollot.,.nt certlflcatea repreaentiD« t he nuaber of pounda of 

a llled rice lmoln d In the .ale. 'l'he UIOWit of certificates requlr•ed 

to be ~urehaoed In connection with the aole of artlclee manufactured 

!roo rice 1o equal t o t he mllled rice equinlent of the article sold . 

'i.'he Secreta ry will pr escribe the conversion factor s for all such manufac­

tu red 1\rticlea . 

A co~enaattng proviolon requirea lmnortera o! rice or rice product a 

to obt .Un certiflcAtea in connection with each hoport a tion. 'l'he certlti­

c~t• • ~• to be purchAsed !ron the Secretary at their p rescribed price 

Md &r~ • alld to cover onl7 aalea oade during th~ l!!l\rlcet1Dg 7ear for 

.mtch laaued. 11nWied certlflcat ea will be redeemed by the Secretary. 

Trnfflcklnr In certific ates Ia nroh1blted. No certificates a re r equired 

In connection with the al'lle of oanufnct ur•d ROOde for export. In the 

event of oxoortntlon of goods for which ctrtltl catea have p reviously been 

~urehaoed, pr ovision Ia made for r efund b7 the Secretary. No ce rtlfl catea 

o.re to be uaed In connection nth t he oale of ro"''h rice by prcducere . 

Al l trMaactiona In unprcce .. ed co= odltlea, """"thor for export or for 

t he do:teatlc IIL'l:"«et , wonld be carried out In t l-.e uauol aanner. 

!lie !)rc•lalone respecttnc t he 'll'lll'Chaae of wheat cert1ficnteo dlt!ere 

In one inportant rcapect frca thoae so•ernin~ rice &nd cotton cort lflca tea .!f 

'fhllo t he plana for rice and cotton provide t het each first sale of the 

lliMUfactured n rcducta lliWit be accolll)'l&n1ed by t ho purchase of eertlflcatoa 

In direct ra tio to the1r rice or cotton content , the plan for whea t p re­

scribes t hat the f1rst domeatlc oalo of e•ery a rticle rep resenting one 

!/ See, however, page 2 , footnote 1 . 
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butbal of wt..at eball require \he parchua ot oerUt1oat .. repraauUq 

1-1/5 bllebell ot wbaa\. !ht. 20 parent nrcharp 1e _a .. uated b7 

the faot \bat tha wb .. t oertitioat .. ara 4htr_l'bu.te4 to the gowara i11 

proportion to their total aor.J. prod.uoUon, which 1Dcl'Wlea allotM11h 

for both 110raal 4o•aaUo coneuapUCIII and tor aoraal axporta, wblla tha 

purcba.1a of carUfica\aa h require4 onl.7 1D COAlleoUon wUb \he 4oMaUo 

tale of vhaat pro4.uoh. :lq>orh are axo.pt. 

9· Monthl,r retum1 • 

... ..,. perton ""'liS a&l .. of 81ll a4 rica or ertT arUcla ....,raca.re4 

from •illed rice and eTer,v t.por\ar of .uoh pro4uctl i1 requ1re4 to fila 

a 11011th~ return vith the Sacretar,v of .&gloultura, lhoviliC tba quanUtr 

ot aille4 rioe illp0rte4 or 1cld. 4uriJIC the preoedlJIC liODth aD4 attacbiq 

thereto the oerUficatel required to be parcbala4 in coDJ1ecUon w1 th Reb 

aa1 .. or iiQ)OrtaUoDI. '!he S.eretar,v h autborlae4 to h.,.. 1ucb re&W­

Uona and ulcl .uoh nuduaUoDS a a be 4- necauar,v 1D coDJ1acUon with 

the allforc-t ot tbla proTldoa. 

10. Xlectll•••• proT1•1ou. 

loaa of \he tun4a oollacte4 fro• tba aala of oartlflcataa •aball be 

conrad into the c-ral 1lul4 of \be !raan17,0 M:f 8111'plu1 011' 4aficU 

reiUltlJIC trooa the eperatlo1111 ot tha oarUfioata pool 1D II1J:T 7aar will 

be a4Juata4 i11 the folloviliC 7ear b7 111or ... iliC or 4acreuiac the ....-er 

of cerUfioat.. 1an.e4. lJO oua of a 8111'plu, M41 Uo11Al cerUficataa 

wW be hn.e4 to proau.n aD4 ..,_ raparcbaaa4 b7 tile pool will be 
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cancued. .t. ut1cl\ 1D thAI 1'1w!.e wlll 'be ..U "P lV' lenlA& .., equhala\ 

quantltT ot \he ov\~1catee 1D \M tollovl.Dc 7eu .Uree\17 to \M pool 

to be eol4 b7 1\, &D4 dedDc\ln& \he quaa\1tT troa \he oer\1t1oatee 1e.-.4 

to proclu.oere. 

!he Seoretar,r 1e anthor1se4 \o uee the 1'1w!.e collected troa \he eale 

ot cerUt1catee or 'borrowed tr .. the OoM041tT Ore4U Oorpora\1oa to 

ccnr uceeear.r adabhtraUn UJ*IIIee 1acurre4 1D co111111ct1ca w1 th \he 

operaUca ot the plaA b &D4 out ot th.e Dh\r1ot ot Ool'CIIIII1a. Be al.oaa 

1• reepoad bb tor all accouatln&. 41ebare-ate &D4 utvataa\1ou 1ID4ar 

the .t.ct. Paaal.Uee ere proTided tor aoa-coapllaAce. 
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IV. !ax raaturea of tboo Certificate Plan Coii!?!J'ed with 
Proceuiy 'lax .. jJ 

In subetance the adoption of tho cert11'icate plan. ao propooed, 

would be the equhalent of the enactment of a proceeoi114t tax. Such a 

tax, howenr, would differ in eo11a raopecto from the proceeoing taxee 

illpooe4 Ullder authoriv of U.. Acrieultural .ldjuatMnt Act of 1933, u 

uended. 

1. Coomoditieo taxed. 

Billa introduced at the laot oeeoion of Con&reoo proTide for the 

impooition of certificate taxeo on wheat, cotton aD4 rice . lJ It ie, 

bowe•er, the intention of the oponooro of the certificate plan to propoea 

ito exteneion to ooaa other farm ComDOditiee ae toon ao practicAble . 

PreoumablT , it io not intended to applT certificate t axation to thooa 

coi:ID041 Uee a procaui114t tax on which would tend to f all on producere 

and not on con8UMro, proceuore or diatrlbutoro . (Sea pap 1 al>on). 

'ftle Auieul tural .ldjuab!ent Act of llq 12, 1933 did net diractl:r 

iDpooe an:r procaooi114t taxes. Inotea4, it proYided that ·~en the 

Secretar:y of ~ieulture deterainu that rental or benefit pqaanh are 

jJ 'lhe d1ocueoi011 of the inYalldated proceooing tueo 1D thio oecUoD b 
adapted in larp part rro. a a e.orandlaa enUUed 1 Proceooing !axeo,• 
oubtlitted l!:y Carl lboup at tboo raquaot of the D1Yio1on of '!'ax Raoaarch 
of the 'l'reasur;r Daparta&llt, Daceaber 211, 1938. ( lD fllu of D1rte1on 
of 'lex lleeearch, 'l'raaour:r Dapart.,.nt . ) 

lf Aa here uaK, the term 1 oert1t1cate tax• refero to the required pur­
chua of cerUflcateo b:r thou raoponoible for the flrot do11ut1c 
oale of aam:ataeturK rica and itt UD'Clfaetured producto, u preocrlbK 
UDder U.. cerUt1cata plan. It 11 to be diet iDSuiohK fro• the pro­
cueing taxae 1apoaM 'CIJidar the ~1eultural ,t,4Juat-t Act of 1933, .. ~..,. 
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to be IIAde orith 1"e1!Ject to any bulc 8Qicultlll't\l COiiDOdity (wheat, 

cot t on , field corn, bo~. rice, tobacco and nilk and ita products, to 

which by lat e r acts were addod rye , f lax, barley, gr&in sorghums, cattle , 

peanuts , o~ar beets , sugar cane and nota toea) he ehall p rocla im such 

determination, and a p rocooaing t ax shall bo in effect wit h reonect to 

ouch co=odlty f roo beginni!l4l of t he m"rlceting year t her efor next 

!ollo~lne the date of such , roelaaation.• 

The Sugar Act of 1037 , approved Septeab~r 1 , 1937 . Lcyoses an oxclae 

t ax on r:unuf&et ured sugar Mmlfnct ur ed In the llnHed States 2nd a conpeD-

••.tlng tax on b:rporto o f J:I8JIU!actured CU!J:tu" . 

In t he caoe of rice, the plBD opecifieo t he ra t e to be 1 cent per 

nound of clean (milled) rice . For cotton no r a te i s specified. Inntead 

a formula Is p r escribed. The rr.t e io e~ual to the exceos of the narity 

nrice or the eoct o~ product ion price, whichever is higher, over t he 

ootiaated avere~e faro or1ce. lncludlftb pnrity payments. !/ Por wheat 

!/ See page J , footnote 1. ~he "p3ri t y pr ice• for basic agricultural coooodl­
tleo Ia de fined as that price 0 whlch will T,ive t o the co~dlty a purchallng 
po"r orith respect to articles t hat far11en bu,y equivalent t o the purchaoln« 
power of such cocn>di t y in the baoe pe riod; and, in the C!Ule of all 
co~dities for which the base period Ia the po rlod ~t 1909 to 
July 1914, which will also reflect current interest paycenta per acre 
on farm indebtedness secured ~ real ootate, tax payments per acre on f nra 
real eetate, nnd f reight rates, ca contraotod with euch interest paycent a, 
t ax p~nh, and f r e1t;ht ratea dur i"6 the bl\oe period. The baao period 
ill tho caoe of all e.gri eultural col'ltlOditles except tobacco ohall be t he 
period AUGUst 1909 to July 19111 , &Jid, in the case of tobacco , aho.ll be the 
pe riod Auguat 1919 to July 1929· " 

•P~rity incoD0 ° is de!lned &a "that per capita net income of lndl ­
Yldualo on f a roo troa farmi~ epe ra tlono t h&t beare t o the per capita ne t 
lncooe of individuals not on farDI t he oame rela tion aa prevai led durlna 
tho p<>riod froa August 1909 to July 1914. • (Aq!.eultural .ldJuatDent Act, 
aa aoended, Ti t le III, Subt itle A, Section JOl(a)(l)(2). ) 
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\ he rate 1o 120 percon\ of thia exe••• · !/ In !l«Ul"inc coo\ of pJ'<)dllcUon 

ron\ , labor cooh and allo..,..,ceo for WQ>aid !s-lly labor o.re \o b. 

clif!erenee b.t,...n the curran\ a•erace tara price for \he c-clity an4 

\ho fair exchange Yolue of the couoodity. 1 La\or, the rat e wao th\o 

MOtm\ plus o. percentace or \hio clifference, not to exceed 20 percent, 

outficient to eo•or the rofundo on doli•erleo to eh&rit able organisation• 

and the t&X t hat wao not lerled and collected owlnc to the fo.ct tha\ the 

!he fonoula !or \ he rate of t he eertlt1cate tax 1a noaiDally olallar 

to \bet for the rate of the p roeeosill& tax. 1J'alr •:~<Chance Yalue• 1o bo.t 

a clifferent tet'll for 11arity p rlce. It wao deflnod ln the 1933 Act ao tho 

price 1 thet will s he the co111100cl1ty the oue purchaoiDg power, with reapeet 

to artielea f&nDOra ~. ao ouch a eo...,clity ha4 durill« tho baae period. • 

llu.riDl; the lnt eneni"C period, bowOYe r, the de!WUon o! parity price 

hae been broadened. I\ will be noted by referen.co to the detini Uon 

quoted on tho prececlinc pace, thet a \ p reao11t parity price ~~~~a\ aleo 

~hie change ln definition , together wi\h a rlae 111 the prlcea of artlcleo 

faraero ~. hae oened \o ralae parity prlceo and thereby \o widen tho 

clit!erelltlal between parity p rices and anre&'O tara prieeo. 

!he !o..ala for \he eertitlcate tax lntrodlleeo the elellellt of •coot 

of production• wbleh clid DOt ~ in \he earlier tax. Y .Uthovcl> the 

coo\ of prodw:Uoll dnta aow aY&ilable 1Dclicate thet coot of productlo11 

jJ See P&«e 2, ! oot aoh 1. 
y See pap 3, !oot110te 1. 
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1a leoo than parlt7 :!)rice, there ue DO groun4a for aaotmi~>& th&t it 

will roaaln oo. BoweTer, the certificate plan olsnlflcantl7 preocribeo 

th&t coot of p roduction be calculated on the "lnoot :Nicent 11n1hd Statoo 

coot ot production• data publbhed by the Dlaroau of .&«ricultural 

!conoaico. 

l'inall7, t he two formulu differ in one other i"'!'ortant reopect . 

In t h e eaoe of the certificate tax the differential between :9arity or 

coot of p roduction and average tans p r ice 1a t he ~tory tax rate. ]} 

Under the proee .. ing taxeo, on the ot hth- hand. t he Secretar,- had COD­

oidorable diocrotionary anthorit7. If he found that t he differential 

between 1 f&1r exchall,ge .. .uue• and a ... race farm p rice would •cmao ouch 

reduction in tho quantity of t he commodity or product t hereof domeotically 

eonowoed "" t o r aeult (a) in the accUIIUlation ot oiU'J>lua etocka of the 

co-dity or p roducts thereof, or (b) i n the depreeaion ot tho far. price 

of the eocmod1t7" he was to oat tho tax rate at ouch a l ... al aa to 

p re-.ent ouch aceU!IIllatlou of otoelu and ouch depreu l on of prices. 

KoreoYer, tho Secretary could chan6• proce ooln6 tax rates at ouch into~ 

Yalo aa ha found noeeuary, wheraaa t he rate of tho certltleata tax can 

be chazlsed onl;T annuall7. 

!J It 1a understood that consideration h belnt; ginn b7 the Depart .. nt 
of A«rieultura to tho doo1rab111ty of provl dint: mtnhnm and J:UUillw:> 
value l lmito for the certificateo. 
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On the 'bo.ah of current data, tho ta.x ratea 1DcliCAted b7 t he 

cortiflcato ~lane sro ettlmatod to conparo approximately ao follow. 

with thou i mposed under t ho proceooinr, ta.xeo. y 

Rice 

Cotton 

llbeat 

Certitieate 
tax rl!.h 

1¢ po r lb. of milled 
rice 

7.1¢ per lb. of lint 
cottony 

48.1¢ per buohol of 
6o l ba. (4o.t¢ 1! 
parity priceo on 
e xporta &re not 
provided) l/ 

Proceooint; 
tax ratt 

1¢ per lb. of rough 
rice. eou1v8lent to 
1. 62¢ per l b. of 
allied rico. 

4. 2¢ per lb. of l int 
cotton 

30¢ per buohel of 
6o lbo. 

if Tho cort1!1cate plan apocifiae t ho inclusion of "parity paymonte" 
i n determining aver~ farm price. Since, however, tho plan ittelf 
is offered 1n lieu of parity payaento, ouch p~ento are ignored i n 
t he co .. utati on of the above ta.x rateo . y Averece tara price (11/15/1939) per lb. of cotton !/ 
Parity price (11/15/1939) per lb. of cot ton !/ 
Average coot of product i on (in 1937 on 10-year 
aver~ yield bash) 5) 

Exceoo of parity price over average farm price 

l/ b orap farm price (11/15/39) per buohel of wheat !/ 
Pari ty price (11/15/39) per buohel of wheat !/ 
Averap coot of production ( 1D 1937 on 10-yoa.r 

average yield baoio) 5) 
!xceoo ot parity price over evorago farm price 
120 percent of exeou 

= s.soi 
s 15.87¢ 

• 12. 4 ¢ 
• 7.07¢ 

2 73-1 ¢ 
= 113. 2 ~ 

• 103.0 ¢ 
= 4o.l , 
= 48.1 j 

!/ U. S. Dep&rt"""t of Aq1culture, Agrjeultur&l l!lo.!2;,t1M Service , 
Hoveabor 29 , 1939, pagoo 3 , 21. 

5) Hearift60 on s. 2395, pagoo 9 , 80. 
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3. l!aat of \u. 

~he certifica\e \o.x i1 to be leYitd on \he 0firat oale of SAY 

o.rticle IWiufActured wholly or po.rtl;y" from tho ~hen acricultural 

commodity. It i1 to be paid b7 the p1roon moktne oueh sale at the 

ti""' the oalo 1o made and eYi donce of compliance 11111ot be oubttitted before 

the end of the month followiD& th&t in which the aale """ made, 'l'he 

p!"'eeaaine; taxea were •Ierle4. a.aseaaed ud collected. upon the firat 

dooeotic procea11"& of the eoe.odi\y, whtther of do•eotic p roduction 

or 1Jmort ed0 and ...,re paid b7. the proceaaor. 

ne certificate plan taxee , lU:e the o rocelllng taxeo, are to be 

leYied limply on a quantity bo.ob - eo IIIley cento per pound or buohel -

without rogn.rd to tho tYJ)o Nld Cluality of the coECodity or price of the 

e.tr1oulturnl product . 

4. Qoeponoating tA;. 

Under tho certificate plan a to.x correapondiD& to the tax on t he 

domeatic oale o! the manufactured commodity h impooed on importo . !hb 

hu itt counterpart ln the import comnena&tilll: tax proYided under the 

procetaing taxoa, ..t.ieh i<lpooed upon IU1!I articl e p roceaaed or .,...,ufacturad 

wholly or partly troD the co11:10d1ty in quutlon ..,d imported into the 

United Statea froo e:1J:1 foreign country a co:apena&tilll: tax equal to tht 

amount of the p roceaoing tax in effect with reapoct to dooeotic p rocoooing 

at the time of i mport ation. 

'l'ha proceaaiD& taxes provided tor compenoatlng fioor stock ta.xea on 

any article {excepting the o t oeko of peraona encaced in retail trade) 

that, on the date a proconlng tax •ttrat takea effect,•..,... "held for 

a.Ue or other d1apoa1t1on {including &rticl!l in tranaU) b7 any peraon , • 
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prO'fi4e4 the article vu 1 proceaae4 vhol17 or ill chief nlua" frooo th4l 

co~lt7 in quat1o11. •o correapoii41Jlt co.panaato17 floor atocl< tax 

11 pro.-14e4 b7 tllo cert1f1cata pl&ll. 

Ull4ar the procaaail>c tax the Sacnt&l'7 vaa 1~~ttro.cta4 to aacartain 

vhethar 0 t he p&11Dint of the proceaal~~& tax UpOII &117 bulo &«ricultural 

co.-o4lt7 1a cl!llalJI& or vUl cau .. to tlla proc .. aora t hereof 41aa4.-&~~tllfl'la 

ln compet1 tlon fro• eo~~p&UJI& colllll041 t1ea b7 raaaon of axcaaaba ahitta in 

coniiWllpt1on betveon lllch collll!lo41 Uaa or pro4uoh thereof .• It he 10 foun4, 

h e vaa to procla1• a t&l<, at a rate •uacea1a17 to p rnant ncb 411&4...,\llf:'la 

111 competltlon• on the flrat 4oaeat1c proeeaalQS of the COI!p&tlag coamodit)". 

No correapon41~~& compena&t1JI& tax on comp&UJI& pro4uota 1a pro.-14e4 for 

Dll4ar tbe cut1t1cate plu. 

5· ConTeraion taotore. 

Ull4er the propoae4 bllla, aa vall aa Dllll.ar th4l proo .. duc tax .. , the 

Secrat&17 1a eben the povar to aatabl11h CODT&:I'alOD factors for &117 

co..a41t7 &114 article -=facture4 fro• aqlcultural o..-41U .. taxecl. 

fi. l:x!!ptiona &114 refw>4a. 

0114er t he cerUticata pl&ll t he aale of coaao41 Uea for a >port h 

ox-.pt. In tho .. 1natuc .. l n vhich a c..-.!1\7 uporta4 hll4 pre\"ioual7 

been lllhJecta4 to tho tax, rafnDda are p.ro'l'14ecl . !o pr&Tant p)"J'&8141JI&, 

the tax 1a t" ba lllpoae4 olll7 once, ArUclea procaaaecl or aanntacture4 

trooo another anlcle vhlch ha4 pre'1'1oual7 bean taxecl are to be CL!!pt. 

!baea conat ltuta the onl7 ax&~~ptlona &114 ratonA pro'l'ialona UDder tb8 

cerUflcata tax plan. Ullllke ln the caM of the procaa&lac tax, no pro­

'1'1a1oa h aecla for Ntna4 oo or II:UIIpt1on to 0 prodl>ch UM4 for chari\a!lle 

41atrl~tlon or , ... • 
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1· 1M lga4. 

011 t~ baeia ot the ~ rataa 1D4ioata4 abOYe end 011 the baeia ot 

the Depe.rtmmt ot Acrioulture'• aatS.tu of OOI1WIIJ)Uo11 , the &llJIIIAl. tu: 

11ab111ty Ulldar t he propoaa4 oertifleata tu:u tor rice, eotto11 and wh•t, 

together w1 th oorreapon41ng collection a Ulldar the proeeaeing tu:ea, e.re 

calou.lata4 'below. ]J llo &lloiiiUlce 1o •de tor tbe ettecta of the tax 011 

t he To1uae ot conwwopt!on. ~ 

latia&ted 4oaaatic con.wopt!on 
(in 1 , 000, 000 U111ta) 

Tax n.te (per 'IIDit of w11Dle 
or we.i lht) 

C&lculated ~ 1iebility 
(rounded) 

Proceuing ~ collectione, 
ttacal year 1934 

Proceaa1ng ~ collectio111, 
tiacal year 1935 

IU.ee 
(11Ula4) 

1,100 lba. 

1~ 

$11 , 000,000 

5I 

• 2.9,120 

Co non 
(L1ptl 

3.350 1ba. 31 

7·1~ 

$2JS,OOO, OOO 

$144,767,233 ~ 

• 95.926,3(>2 

500 bQ. 

48.1~ 
(4o.1~) !J/ 

$24o,ooo,ooo 
( $200. 000 . 000) !J/ 

$117, 621, 175 

$123,&6o,932 

]J Proceuing ~ collectiona e.re oboWD ln detail 1n ~bit 1, 
~ J'or eo• coc.>41tiea tbia, ot courae,.io an 1aportant factor. It hu 

been .. t1-te4, tor l.natanee, that in tbe .,. .. ot cotton (~r eon41-
t1ona uiaUng in 19J4 and 1935) a •tax which 1a equl.T&lent to 4 eenta 
per pound cro•• weight, 1! aU· p ..... d on to con-ra ( rahlng prlcea 
to 10.12 eenta) , would pr obably reduce doaeatic con~t!on abaut 
4oo, OOO to 500, 000 balea annu&l1y. (Bureau ot Intarn&l Ilen111111, 

~~~~"hl~~ ~ct: ot tht ~cua!pc tapa Luitd lmder tbe 
A;rieUij;U;t~;;t;rt AQ&, page j;) In the ea•• of wheat. on the 
other hand, the 30 canta per buabel proceaaing tax •• nt1Aate4 to 
deer"'" conwwoption not acre than 3 parcant. (Ibid. pace 27 •) 

31 llepraaenting 7 ,000,000 b&lea of cotto11: 1 b&la (net) 1o equal to 
47& pounde. 

!J/ Aloounta in panntheala 1pply it parity pricea on nonoal e:IJlCl'ta are not 
proTided. 

5/ Proceuing tu: 011 rice did not 'beooae ettectha Ullt11 .April 1, 1935• 
~ Inc1u4ea $5&,000,000 floor atock tax. 
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8 . PM• of teralytioa. 

!he blllo prorlding ~or certl~icate t&Jl'H on wbeat, cotton &D4 rice 

contain no apecitic pro-rilion regu.rd.i"« the len&th of time for wtlich tha 

t&X8a are to reaa1n 111 ef1ect. In the abtenee of a. at&tement to the 

contrary, it ia to be aaauaed that the7 will re.ain in ef~ect until 

apecilicallT repealed, SecretaTT Wallaca ' a public atate ... nh tend to 

indicate that the p roposed certificate p lan 1a intended aa a per.~>ent 

feature of the acrtenltnral PTO&l'M• fh& n.tea propo .. d 111 the caaa of 

wheat &D4 cotton are ouch that bT illpllcatlon, the plan wonld be die­

continued, when the a•erage ~arm price ot t heae acrtcnltnn.l eoaaoditiaa 

waa not leaa than either the parit7 price or the coat ol production. 

The p rcceaaing taxea were to t erminata at the end o~ the marketing 

70ar curTent when t he Secret&rT proclailMd that rental or benefit p&T~~enh 

ol the c..-nodi t7 were to be diaeontinued. In &dd.1 tlon, the taxea ai~t 

ha.e bean tal'lll.Mted b7 either t he Praaldent or the Sacret&TT, 

9. 4fy •4e1p1•trat1on. 

114tapcnaibillty lor the acla1Jl1atratlon of the certificate plan 111 all 

ita aapaoh, inel\ldiag the recairlng of 110nthl7 •tax• ratu.rna and the 

collection of •taxea,• ia -rested with the Secretary of Agrieulture, !/ 
In the caae of the p rcceaalng taxea i apoaed under the ~ricnltural 

A4,1118t aent Aot of 1933, the Bureau of Internal Jl.nenue, under the direction 

of the Secretary of the freUUTT, waa ch&r,;ed with the collection of tSDa. 

if Sea pa,;e 2, foo\llota 2. 

• 
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Colleo\lo~~a troa the ~1 .. '-X Oil -.r an ))&14 ill\o \he -ral 

tw:l4 ot \he l1DJ.te4 Statu '!TeaiUJ')'. Oollectio~~a tro• proceoaiJIC \dee 

were abo pa14 into the p1111ral tun4, but \he .\o\ ota\ed tu.t"ther 111&\ 

1 \he prooee4e 4er1n4 troa all \dee t.po .. 4 Wlder thh Uile are hereb7 

appropriated to be aY&ilable \o \he 8eore\&J7 ot Ac:rloul \ure tor eXJ)IUlololl 

ot II&J'Iteh ad r...,Tal ot .urpluo acrloul tural prodllcto and \he tollowlDC 

purpooeo '11114er pert 2 ot thio tiile (pert 2 wao ..,Uile4 1 0oaolo41t7 B..,etlh" l: 

.f.4allllotraUn ~lloeo, rental m4 "bonetH ])A1Milh, all4 refluodo on -.xeo. • 

'.!'he p roooe4e ot \he 111por\ COIIpenoa\iJIC ~ upoll arUolu ~ troa the 

pouootlono ot tho tJul.\64 Stdu to vhlch thh Uilo 414 not appl)- were to 

"be 1 11&14 ao a oeperate tun4 m4 pa14 into \he '!TeaiUJ')' ot the aald poooutloa.o, 

reopectlTol7, t o he ueed and up..,4ed b7 tho Gonra.aenh thereof tor the 

"benetlt ot acrlcul ture. 1 
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T. Inc14noe of Propo .. d Cer\ifloaw 'l'aue 

'!'he cerUflcate plan propo .. e \o -.lte benefH ~nh \o \be 

cerUfloate \ana t.poeed on \he flrat doiMeUc eel• of u.. .. -crtcral-

iural coaodlU .. ln procneed oondlilon. '!'be deter-i~~aUon ot \he 

lnoidenoe of web \axee pr .. enh OOIIplex probleae. Conoehabl7, a \ax 

IUCh ae thh ai&ht ulU•WlT be borne, in whole or in part, b7 \he 

proonaore, \he .. Taral dle\rlblltora, \he con-ra and eTen \be pr o-

ducere thaaaelna. !} 

'!'he l noldence of cerUtlcate \axes on parUoular coamodl Uu a,. 

be e.>;peoted to appro.ziM\e 1n a ceneral wq \he b.oidenoe of the old 

proce~alnc taxee on Uleee parUoul.ar oo-.odlUn. Bown·er, two or thrM 

ooneplcv.ou.e dltterenc .. 111. the condlUou UDder which \he two croapa of. 

\ane were ad would be 18poeed ahould be 110\ed .. 

'!'he proceaalll& tex.e were t.po .. d tor a relaUnlT abort period; 

1n 110 inetaiiOe for 110re thaD 30 110ntha (W...t) and ln one oaae tor 

onl;y 9 aonthe (rlce). In oonaequence, the lncldence of aD7 ot \he 

procnelnc tex.a Da7 dltfer troa the lncidence of oorraapondlnc 

ceriltloa\e tex.e, which pre-bl7 would 'be of 110re pe...-t duration. 

!/ Jl ihOiilii: ae hu been 110\ed a 'bon, \here h ao ln\eaUoa '-' propo .. 
\he QPlloaUoa of \he pl.a \o tho .. o-41\lee a oerUtleaw \ax 
oa ohtoh would tend \o 'be ahifwd \o prodlloera. 

' 
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!he two voupa of tan a lla.T be e:q>echd to exh1 bit difterencea. 

partlcularl)' ln their ettect npcn auppllee co•in& troa producera. 'l'he 

dun>tlon ot the proceoaing te.xea Wl\a p robably too short to enable pro­

dueera to a 4Juat their plantings to the chan«ed •atketing conditione - a 

altuatlon which w&e intensified ~ the fact th&t the p roceaoing taxea 

were accoapanied ~ rigid lilllitationo on a.tf'icultureJ. production. In a 

p noral W&)' the propcaed certificate plan conte~~platea alailar llaitatlona 

upon prodnctlon. 

A further difference 1n the incidence ot the t110 voups ot t<U<ea u;r 

be expec ted to reault from difteroncea between econo•ic conditiono p re­

Yail ln& in 1934 and 1935 and tbooe which u;r p revail when the p ropoaed 

certific&to tueo &re in ettect. Changea in the income and purchaalng 

power of cona1111ero, for inatanee, are ot great l lllj)ortanee in thie 

coMect1on. 

Jinall)', aa ~t &!ready haYe become apparent, t he technie&l teaturea 

of the proceaalllfl t&XBo (boweYer crude in t he abat ract) were 110re care­

tun)' intecrated - with reapect to exe"Ptlona, retlulda and COliJ>enaatorr 

leYiea, for inat&Dce - than 1a practle&ble in t he case of a tax adalD­

btered aa an incident in t he agricultural prosnt.~~ rather than aa an 

1ntecr&l part ot the GoYernment ' o tax ayatea. 

!he diatrlbutlon of the tax burden or the proceao1nc tane hae been 

eubJeoted to detailed eXDJiinatlon b)' teYeral lnnatlgatora. llotwlthetandln& 

the llaitationa upon the appllcabilit)' of the "incidence experience• under 

the p roceulnc taxea to the propoaed certificate t&ZI'Ia, it -::r be aaa-d 
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t hat, in view of t he co.plexity of incidence datera1nat1on , mora veicht 

procouing taxes than to euch findlnga aa lll&:ht be •de after an i .­

paDdant bllt 110ra 11.&1 ted (a a to atathtical erldence, u- and technlcal 

eltlll) lnvutlption of the probable incidence of certificate taxee. 

ror that raaeon no atte11pt waa aade to utiaata 1nU]lendentl;r the probable 

incidence of certificate taxae. 

Tho aoat l!lllthori tatlve analyoie of t he incidence of the proceulnc 

tax .. appears to be one &ado b)' the etatt ot the !Iareau of -'Qlcultnral 

Econoalce and pnbl1ehed b)' the Bur- of Internal llavo=e ae .An ADalrah 

ot the Eftoch ot t he Proceuia,s faxes Levied under the Acricul tnra1 

.!.4juetment .Act (Yaehla,ston, 1937, lll ~·l· It wae baaed larpl)' on 

(1)1 axaalnation of prlc .. and eproads before and attar tho particula r 

taxa• ware iaposed (or chaAged) and after the7 ware abollabod. !be 

ceneral concluaiona of the incidence anal7ele of the !Iareau of AQtcul-

tnral lconoalce baTe bean prevtoua}Jr .-rised and their 11a1ta\lone 

indicated in a -randwa prepared tor the D1 Tieton of fax Roaearch bT 

C&rl Shoup and need not here be repeated. y ' :ror pnrpoaaa of rudT 

reference, however, the concluelono of tho !Iareau of -'Qlcul tural 

J!conaalca etudT reepactinc the incidence of the proc .. d~~& taxoe on the 

tbnlo c.,_.,d1t1 .. f or which car \ltioate plan bWe have alreadT bean 

!J Carl Shoup, IPJ'Oceul~~& f&Ue . i "-raiid- ln the flloe of the 
Dlvldon of 'lax Jleeearch, 'l'reaeur;r Departaent. 
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Ill co-cuon vi\h thaae conoluiono, ll obalalcl he kept in aill4, 

i ll a441tlOD to tho :Naorra\loDe al,...q a!e, that tbq are uri-..4 

with a technlque which ao-• ihai azq challpo in prlou aocl opJ'Mda 

duri~~& the 1Jopoe1Uoll of \be prooe"111« taxea ware clwo exoluolnq to 

the proceoolnc taxeo thMMl na. Ill other wr4o, 1t 4ou not oono14er 

the poodblll\7 (al\hoQCb 1\ recopla .. lh exioteDCa) ihat other 

chaopa -:~haTe oocnorrad llhlch on t he oDO haod-:~ han Deutralbad 

the affeoh of the taxea or vhich oa the other haa4 aq haft been 

aeutralhed lv the taxn. 

1'1aall7 , the rea4er ohOllld he oaut1oD04 ecalnat acceptln& the .. 

ooaolualona a a 4ef1a1 the flndJJI6o, pertlOlll.arq ainoe thq are ben 

pruanted out of oonten and ohorn of aU the r .. ena\lona and quallt1-

oatlona which clothe them in the Bureau' a publlcatlon. 

1 . Co t\on (pee. J6) !} 
(a ) 1 ... , f.- the aialldpoint of the cottcm-teJ:Uh illcll>..air)' aa 

a whole Tort lltile of the p roce .. ln& tax vaa borne 'b7 
-=faoturero aa a pup ln the fora of lower a1U aarglna; 

(b) 1 • ••• 41atr1butore of cotton cooda vera able to lDCreaae 
their .rein aore thaa onoQCb to \eke can ot the pro-
c .. aiD& tax; 

(c) 1 •••• the prooeu.lnc tax in larp part vaa paaMd on to 
~• ill the fora ot hil;tler prioea tor ootton coo4e 
or paaM4 baclt to iha pro41aoerl ill the fora of lower 
pric .. for their rav cotton: 

(4) • .. .• the portion of \he tez borDO b7 cloa .. uo producer• 
vu probabq llichtq h" thaa one-half cent per pouncl. 1 

!J PAP ~ereaoea are to Ba:rea\1 of Iakraal IlaTe.au, .An An•1 ya1a of 
the !fleet of Prooeeely faDe -clor the Aq10llltural wu-t 
!!!!· 
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2 . Rioo '}) (pace 59) 

(a) • ...• 0111.7 a .all porUon, it eAT. ot tba proce .. ia,; tax 
-. abeorbe<l bT rioe 111Uora: 

• •••• U..re h no o'Yicleco that \ho tax vao paued on to 
OOD.,I'UM:ra; 

1it toUowo, \hat a lar«• pari ot tba tax r~rn.,.ted ill 
ottect & de®GUon troa tba price vb1cb otbarwhe would 
have been reoe1 ved b)' pro4ucero. 1 

J. Wheat (page 27) 

(a) • •••• the llillero did not aboorb &II ~ci&blo porUon ot 
tba tax, 1.t &IQ'; 

(b) • •.•• tbe price ot ..t...t appe&r·ad subotallUallT UD&ttec\ed 

by t he tax: 

(c ) 1 1t toUowa •••• that \he tax ... at hAve been paued on t o 
consumer s ot the p roduch ot wheat a1ll1n«. • 

!) •& period 1a l0h1cb tbo procou1a,; tax •• ill effect -• ...,.,. ollort, 
&Ad it h donllttul •tbar tha lOJIC'"I"CIII aUooh wwld have bee& the 
- a o 4uria,; tba obort period. • 
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n. Anelnh ot O.rtlticat. Plaa 

In oonaiderlng ~ probable etteoh ot U.. eD&Cblen~ ot the oerUt1-

cat41 plan upon the Yarloua ~· ot the latlon1 o eoo!IOIQ', it 1o eooen-

Ual w keep 1n rlev the b&olc phlloocphT ot the acrlc:W. tural propoaa. 

'l'he certlflcah plan 1o but tho current 1net......,ntaUon of an eoonoalo 

obJecUn vhlcb rune thrW&h all of the acrtc:W.tural a4Juot.ent le«iola.. 

Uon (propooe4 an4 enact414) ot t he lao~ wo deca4eo. In ito benet to .. 

that ph11ooophT oterto v1 th the a .. 'II8J)Uon the~ for 20 paro the fN'IIOr 

hao not reoe1Te4 a 1 fair ehare1 of the national 1nooae: that auic:W.tural 

lnco- .uot be 1ncreaoe4 8Ubo~Uall7 an4 uinta1ne4 per~~a~~ent17 at the 

higher leTel; that the I.Jipro•eaent of ~he econollic pod tlon of the 

f&rlller h prerequ1o1h w the otabU1t;y and progreoo of the whole econolllc 

Spealtinc ot the 1933 tara leclolaUo11, Sec:retar;y Wollace oaid: 

•Ito baelc purpooe, tire\ of all, 1a w 1ncreaee the 
purchat1nt: pover of the f&rll&re. It h, b7 that t oken, tan~ 
relief, but it 1o aloo, b7 the .... token, naUollal relief, 
for it 1e true that llilliono of urban uneaplo;yed v111 ha•e 
a b&ttar chance of &Oing baclr: to vorl< when tara purchaeinc 
power rhea enoQCb w bu7 the products ot o1t7 factories. • !/ 
'l'he phlloeop!Qo hao chanc'ed 11 ttle during the paot .. nn ;yearo. In 

"" &Mreoo before "" aulc:W. tnral gro~ v1 thlll• the paot few cl.aT•. the 

See:retar;y' o ph11oeoPhT taltoo on enn 110re concreta to .. : 

•n.. 7 111111on tara falliliu, coDotl tuUq 25 perceJ>t of 
the population of the lllll.t.d Stat eo, are edDcatiDc Jl percent 
of the oh11drell of oohoo1 ace. but the7 recein onl7 U percent 
of the IIAUonal hloou. !hl.o h wbo~Uall;y hicjler thaD the 
7 percent .mtcb vao their ohaJ'8 in 1932 &lid h aboo.t equal w 

!J lanr7 A. Val lace , rdio &Mreoo, March 18, 1933. 
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t ho oharo thq receind ill the tin yearo 'botoro tho <!Toeat 
Deproooion. l!ut tarmero are oUll at a onoro handiC"P 
in coapAJ"ioon vith non-farm groupo . ~n vith goYoru.ant 
p~nto figured in, the7 aro otill more than a 'billion 
dollaro ohort of par1t7 income ao defined in tho A;;Ticul­
tureJ. A4Juotment Act of 1938. 

" Ao a matter of tact , tarmero neTer haYo receiYed ao 
much income on the a nrage ao the root ot tho people, l!Yan 
in the pre-World War period the tarmero 1 net income per capita 
va o onl7 6o per cent ao much ao the not i oco•o por eapita ot 
non.-tiU'II groUpo . In other vordo, t he tel'llero bAn conatant17 
ted t he nation at a 4o percent dhcouot . Steadily the7 bAn 
contributed oot ooly bAlt ot thoir cb114ron to t he cities, 'but 
a coooidero'ble part of their voeJ.th in t he tor. of intereot 
p~nto on mort~•· held ao a rooult of inbAri t aoce 'b7 the 
farm children vho haYe IIOYed to tovo. Alao, t he t ....... ro han 
alve,yo a'beor'bed more than their fair oharo of t he Wlll8plo7J10nt 
ohoclc •••• 

•ror 20 70are t he ore,anised tarco groUpo ot t ho United 
Stateo •••• • have struggled to attain a fair ohnre ot t he 
national inco111e tor agriculture. 7or 20 yearo the7 han 
otriven tor equalit7 ot bar~ning povor vith t he other great 
economic groupe . For 20 78Dro , no matter hov desperate their 
ova cirCUIIIotaoc .. , the)' haTe tnHhtully ted the nation vh1le 
the)' tougnt thle grim Uphill tight. I don 't t hinlc the7'll run 
Up t h o vh1te tlag nov.• !J 

A. J:ttocto on agricol tural prodw:era. 

1. Aaount ot benefit pe,yll!nh. The adopUon ot t he cerUtieato 

plan vill attord lar;:e benati t pa711otnh to tho p rodw:ero ot tho agricol­

tural eo ... odiUeo attected. Theoe beoef1t pe.y~~~nto v1ll prcha'bly 'bo 

conoidera'bl:t h1£1ler than are l1lcol7 to 'be mado aftila'blo through appro-

priationo trom tho general fund of the JodoreJ. ~roaoury, They aay in taot 

be the llllllthoua that agricul turo could obtain it it vore tree to de­

termine tho dome otic market priceo ot "6J'icol tureJ. co•odi tieo. Tho 

poooi'ble upper liait on t he pricoo ot certitieated coe.od1t1oo 

Y Vallaoo , 1Hov poi'IIIUlont 1a t ho fel'll procraat1 ~· 7:S. 
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11 ao hlp t hat vbat.ber ecrtcalture .,... lD. tact 4erift t he •1'1-1-

lt-.. t ba doMatic II&J'bt vUl 4epeD4 olll7 OJI ita ab1lit7 t o nt t.bet 

price vb1cb, v1tb t be giT., doMatic 4-..1., vtll Tleld t he axi- tars 

1ncou. !} 

Tba beJ1811t p~nta to producer• ot baal o acrlculturel comaodlt1ee 

Wider t.be oerUttcate plan will be ln addition to eo• ot the •tara benetu• 

expeD41tv.rea nov tt11111ced troll ceJ18ral appropri&Uou . Y bpeDdHv.rea 

UDder t he eotl conllrYatlon procraa, t or lnetance, voald be coniiuaad, 

"'I'M• procruo tor aa'fiJIC our aoU, vater, gaoa, and tr .. a 
11 not i n t he tntereat ot ecrtcultv.re olll7. It h in the inter­
eet of the entire nation. CoAeerTation ot t h e land aD4 the 
l1T1DC pr odu.ch ot t he laDd .,., be done b7 t he tar.ra 1t 1t 
11 cot DC to be done , But paT! DC tor 1 t 11 not t he aole reepoD­
a1b111t7 ot the IGrMre, It 11 & national reeponaibUit:y. 
Mone:v tor t be conaer..-atton pr~, t herefore , can logicall7 
co• from tho general Trea81117. • 3/ 

ho• t he point ot Tiev ot ecrtculture, adoption ot the certilicail 

plu ahculd alao lean unattected lzplndl tv.ree troll t ba ce•ral t1ul4 to 

att.ulata con.u.ption ot agricaliv.ral product• b7 direct dletribation ot 

nrplu.a tan produ.cte to need7 t..tllu and thronp web 41Ticu aa the 

lood Stup Plan and tree acbool lUAcbllo 

"It t he vort.ra ot the 11n1 ted Statu vere h.ll7 aeplo;red at 
coo4 v.,.a, th•"• voald be no Deed tor theae Muv.rea to ezpaD4 
do .. aUo coUU~~pUon. Jilt -~~ 20 aUUon pereona .,., look to 
lederal, State or local co••-t, 11 tbeJ ...... t t o atq alba, 
then f ood ooUU~~ptlon h below nomal .... .. !bo added food 

!J Of oov.rae, the rewl.UDC artltlc lal1t7 ot agicaltv.ral prtcu-.:!( be 
conatdered a .. rtov.a dlaad-t.,.. 

gj S.. , hoveYar, pap 52 belov . 
JJ Wallace, "l!ow perau•t h t.be tan p.....,-?• pap 11. 
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C4Dau.pt1oa in the cit iee naturally .. ana • creat deal t o 
t ..... r. , becau.e it help• to u .. up t heir aurplue p i'Ocll>.ct1on. 
~t it aleo --. a cr-t daal to the c ity 'bueineu men and 
city woJ'kere . And it .. an• moat of all to t he neeq taailiee 
theaeelTea . Since thie go'I8J'Il88nt -tlll.bddhe d conaumption of 
food baa been llllde nacese&rl' b)' omemplo,..nt, t h ere h a 
eerioue question whether it ehould be charged up to agricul­
ture at all. • !} 

Inetead of recll>.cin&, the adoption of the certificate plan ma;r 

increaee J'ederal npenditures for t he etiw.lation of CODSUIIJltion. !he 

...,.ed p rice increaaee DaT recll>.ce con.-.re ' purcheaee, increase aurplu .. a 

and heaee goTernaent e"!>&nditurea for the diepoeitioa of eurplusea. 

2. 1141SU11lrih of benefit pmflnh, In the loag J'Uil, the certiti-

eate plan would vrobebly proTide benefit pe.y~Mnh with greater recularity 

than io pouible b)' direct Congr.,.donal appi'Oprio.tion. Once enacted, 

the p lan would not be subject to anmuu Consrauional rerlew to whi ch 

the budget 1e regularly subjected. y In a aen .. the plan would coneti-

tute a p enoanent apprvp ri&tion. Since the plan 1 teelt incorpol'&tee no 

tena1aat1on date u euch , it would pre-bly re-in in effect omtU 

opeeifically repaaled. Jf ! he pe._.....cy of benetit pe.y1MD\e appaara 

to be cre•tl:r dadred by agriculture. 'Y It regrate t he aeceedt, of 

!J. Ib id, pagee 11-12. y In a eenee, tbie 1111;r be interpreted aa a die adTantac-, eTen fro• 
the point of rl"" of agriculture tteelt, tor it would tend to poet­
pone euch tllndaaental readjuataente in agriculture &a may be 
ur«40ntl;r needad. 

Jl lection }2 of the Af;rioultural Adjuetaent Act •• -nded alraad:r 
ee.noarl<a :50 percent of cuato .. receiph for the el<J>aneion of agri­
oul t ural aa:rlceh. 

ljJ • ••• • I feel it h euential that the tanere ehould- ae quickl3' u 
poedble - pt behind eoM plaD tb&t will aeeure t hea a pe!W8Dent 
eouree of reT&JIIl& thq M&d.. • (ltat-nt of t he lecret&rl' of 
Af;rlculture, 'f .. hlacton ltar, D.l:•ber 1, 1939) . 
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IUIJIU&ll;r coming "back t o Coogreoa ••••• to aolc tor the noceooar:r f'undo to 

J'Wl the f are progru. • ?:) 

It might Aloo bo of MVMtage to o,viculture t hat the benefit pay­

menta UDder the certificate plan would bo hidden ho• public Tiew 111 

the oenoe t hat they would not appe&r in the &et U&l otattottco of t:<>"•m-

mental t&X collecttona Nld expenditures . In t he fora of certUieate 

taxu the;y would be leu llkel;y to provoke public crit1c1am and inquiry 

than proeea&ing t8.Xeo . g/ 

3· Volune of emor to . The iocreaaed bonofit payments r eault1J14 

f rcn hlpr dogeotic a«ricultur&l prieeo will h&YO the addod adnntace 

or retain!"& for the AIDericM fan~er subotant1all;y t ha oane eo::pet1t1Ye 

ad van tare in t he foreit;n market. ao he would have w1 thout the operation 

of the certificntc plnn. Thia fol lo•a from the fact that the plan leave• 

!/ •tver since t he Booaae Ulllo decision in 1936, t he farmers , hat in 
hMd , haYe had to come b&ck t o Congreoa -- r epresenting All the 
people -- to uk for t he neceooary funds to run t he fano .progr .... 
iacll :rear the people t hroUO> Con&reoa haYe granted tho re<!U"at. But 
each ;re&r the famen are asked b)' opokeocon for induatrial and 
financial tntereoh, Ho• lon& 1o t his goillf: to co on, with ll,g!'i eul­
ture gettiz>« thio a:ount or !!lOneyl The f&noero ~~aturall;r wonder 
•ey the;r &lone, of all t he great econoeie croup a. haYe to come b&ek 
each ;year and meet a ! reoh chall enge by other economic groups to 
their method or attaining bnrgaioing equAlity. 7armero have not 
aekod that labo r come bnek and oeek n renewal of the bareaining 
power laws which ~ivc working men an added incoao of billion• of 
dollnro a year. They wonder why bu&i neaa ohould not have to coMe 
back each year and h&n ito tari!f Yalidated . They would like to 
aok, How loag a re we ~otng to pay tribute of b1111ono of dollaro a 
:rear i.n tho fora of tarltf-protectod priceot It 11€rieulture hao t o 
co~:>e back to Congrooo ueh :rear to get a partial e quAlit;r 1n barp.iniz>« 
po ... r, fanoen would llko to lalow ~ labor, corporatloiUI, and t ariff ­
protected l.nltust ey ahoulc1 not bo forced to !'&II a dllilarl;r~rigid 

ennual ina-.,ectlon. • (Wallace, "How 1>er11&Dent 1a t he farm pro~rnat• 
p~ 9. ) - . 

y Ho,.ever, t here 1o t he poooibllity that the exlatenco of theee opecial 
taxes falling on t he maoeeo of the population would p reoe.nt a conot ant 
target fo r poll ttenl &Ct1on which llight lead to " reaction .-gai not beth 
the tax and the bonof i to. 
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the •tara price• nnch·n~d, but t.poeee t he certificate tax atter the 

proceuirt« of the fo.no product . It 1e inhreeHrt« that when t he 

certificate plAII waa first eYolYed for uae bT Central luropean agrariAII 

countri ee (depen41ng entirely on agricult ural export• tor fore ign 

exchange) i te sole purpose w&a to otimulate agricultural exports. 

Yar !roo hindering exporte , it ie clearly the intention of t he 

adYOcatea of the certificate plan to uae it to atimulate export s. In 

the plu tor wheat, it will be recalled, a tax 1o iapoeed on dotleetic 

conauaption to yield the wheat producer (at the expenoe of the doaeetic 

colUiuaer) a parity prica both on doceetieally conoumed wh$&t ADd on 

11hut excorted ( 1n quanti tiea eq'O.al to 20 'Oercent of dome a tic conewop­

tion . ) !} ?) The certificate plan 1o 1deall7 eulted for the auba141dng of 

!/ See Hea r ing& on S . 2395 before the Subcommittee of the Committee on 
Agriculture and Yor eetry of the U. S . Senate. (page 5). 
Seootor !ll~nder. Would payaenta be made on that which 1a aet 

aside for export purpoaeeT 
llr. 'l'hl\teber. The bUl proYidea that in the 6oo,OOO,OOO buohele of 

wheat, which, onr a period of u ... baa Nl!lll3lly 
41B&!'Pe ared, 5()0,000,000 i .n the United S t at .. ADd 
100,000,000 abroad, t he 'bill prorldee t hat t he faraer 
110uld be paid parity price or coat of production, 
whlcbner 1o ~er. .lad tor thia :reaaon: We belleYe 
t hat it it 1o desirable to .aintaln- to reign marl<eh 
for that much wheat, that the ahoelr: of p roduc1J>« that 
wheat at forei gn p ricee, which are adl:littedl)', ua'O.all7 
below, much 'below coat of production , the whole count rr 
ahould share in the Mlntenaaee of that foreign lll&rlcet 
and not l eaYe the ehoek to the wheat procl.u.cer alone, 
who 'bu,ye all of hie av:ppliea tor hie production and 
hie lirlng at domeet ic price• whi ch are p rotected b)' 
t ariff a , and 11' he 11 toi rt« t o han the 110ney to P'*' 
tor thooe ouppliee he 1o going to han t o han the 
income from t he t hinge t hat h e producu. 

?) Rowner, eee P&«e 2, footnote l. 
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..:porta, e.t doMatlc e-r•' expeaae, of ~ .. "Cl"lca.lt'IU'al c-cliUea 

tor ¥bleb the doMaUc d-.zld 1a RCh thAt the qaatlt7 con......S. vlll 

not be CIU'talled dlrectl7 aa t he price 1a i ncree.eed. 

4 . Miacell&neouo coneid.rationa. ! he ~ertiticate plan vonld ba~ 

antral other ad.....,tageo from the point of rlev of acrlca.ltnre. a 
wonld, tor inat.,.,e, prorlde a ldnd of c ratul towo crop iniUZ'&DCe. !he 

crop allotHnt eertUieat .. vonld be dletributed MOIIC the crowera of the 

parUca.le.r eo-dl Uu in proportion to t e e ao...al Tl•ld of t.ll.eir rlllpec­

ti~ al lot .. nte. !he .. benefit PA;!'Hnte v onld t l:lne eonati tute a k1Dd of 

tbeir acreage. Moreonr, it ellpble, the7 vo\Lld recein theM benefit 

fhe certificate plan m&7 be expected to .ake recalation of the .vlaae 

of "Cl"lC\LltliJ'al pr oduction 110re ettectin. '!he -cnltud• of banatlt pq­

ment vonld be eo larce that onl;r t h e uceptlonal producer conld ettord 

to rea&iD a • DO!l--eontor.er.• 

5· D!cre• of !IJil>lloabWtl• !be certificate plan, hovenr, baa 

erreral ahortcOIIine•• 8Y81l troa the. point of rlev of "Cl"lca.ltnre. Jirat, 

1t oanaot be UHd vith unltora ettect1Tene11 tor all c-dl tie a. I\ 

canaot aer•e etteethelT to rahe t he incoM of t .... re pro4ncinc 

oODIOdl tlea, the doHatlc d-..d tor .mtoh h relathaly elaauo (..t..re 

coni\LMr piU'Ohaaea e.re appreoialll7 reduced aa the price inc~a) . !/ 

!J iicept, of CIC1U'ae, aa a •au cl dlile rentlaUnc betw• oooperau., 
aa4 DOD-oooperati"' t-....re 1a tbl dletrtlnltloa at l>...tU ~ate. 
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Uo,;o ue a caoe in point . The demand for :oo11< and ita producta appearo 

to be such that, irre opective of price, total eonouaer. ' expenditureo 

NlllaiD the oame; an increaoe ln price t endo to produce a eor~opondln,; 

decreu e ln the YOllme of eono~tion M4 Yice Ye rea. Under the p ro-

eeooln,; taxes, for 1not4ftee, t he total &DOUDt expended b7 eonllmero fo r 

pork p roducts "!'P&rently """ no greater with t he t ax thnn 1t ""uld haYe 

been l f t he tax bad not been in effect . The effect of tho tax wao to eauoe 

~rieeo reeetv~ by hOC ~roducoro to be lower than t hey otherwise would ~Te 

been by ~rorll:llltely t he amount of the tax. ];} 

lhea t, a.. has already been noted , J)reoento a dlftorent eaoe. 'l'he 

d.el:l&lld for wheat and its products ft!rot!ar not t o be affected to an;, ll!)Prec iable 

extent b7 chan&eo ln whea t p rices . 't!heat ft.mero would ap:oarently derhe 

groa t benefits from the certificate nlnn. HoweYer, t here are a variety 

of agricultural eommoditieo with a Ta riety of decand conditiono, each with 

J)roo'tlects of derlTi nt; T&rTiftl: degreeo of beneflta trooo the certificate plan . 

The adYoeatoo of t he certi ficat e plan recophe ito weekneoo ln thlo 

reopoct and J)ro]>Ooe to dnise other ceD.M for t he beneflt of eo...,.,dltleo 

with r elathe elll0t1e demando - 1'here "" lnereo.oe ln price tendo to 

reduce consuoero 1 purel>aeoe appreciably. y 

1/ An ApAl:rsla of t h, !ff rch of the Proce,.lM TI!\Xea Loorteo under the 

A.Irlcul.tural M.Juat •ent Act, P"«" 7. . 
zj "It, ln aplte of all our 1ngenu1t7, no equhalent for the c er t1f1eate 

plan can be found f o r corn, I ""' oure the Com llelt will not ot l\114 
ln the ~ of t he 1:00d fortune of thel r broth er ! IU'I'en troa the 
other r egl.ona. I know bow broad-T1o1oned t he Corn :Belt leaders are, 
and I &a ·sure t hat t heir outatanding concern to to aee t he l\ft.XLIIUII 
unity of agriculture in p resenting to t he people and to Con«r•• • the 
!ana p rogram that will boot aerTe the O.nerl\l Welfare. • (Wallace, 
"How pe~ent to t he fan> nrogramT • pft«" 16) , 
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6, DU'terellt q~l\7 prodDch, .iao\her w.UO..u ot \he c-Ui­

cat• p1all tro• t.be poillt ot rtew ol -crtcul\ure at- tro• Ua tallure 

to recopise YIU'iaUoDa ill t1]l&, quality aD4 racioul. 41ttareDCea aa 

retlectad in t.be urket pricea ot B»:T ona «t'llaral IICrtcvJ.tun.l couoo41tr. 

!he plan coDta.pla tea tba 41atributioll ot certit1cataa OD t.be b .. 1a ot 

pb7aicel =ita ot DCI'Ml produotioD. SiDCe ell cerUticaha tor 8»:f 

one co~it7 wcv.ld baYe 'CUlito ... Yelu, tba7 would r epreaent a relat1Yel7 

larger belletH pq11eDt to prod:acera ot a lov-pr1ca4 Y&riet7 AD4 qualit7 

ot product tii&D to tbe producer ot a hi&b-pr1ca4 YIU'iet)' aD4 qualitr . 

!he ext e Dt ot tl>la luq"Gi t7 1a indicated b7 t he toUovt..,; data, !} 

Cotton llice Wheat 
(lb.) (bu.. ) (bu..) 

Anrace t&n~ price a: 
11D1ted St atu 8.80~ 1J.l~ 
St ate with loweat eYerage 8.10jl 67~ 59·0fl 
St ate wi tb hip at an race 10.110, so, 120.0jl 

Pe.rit7 pr1cu 15. 87, 113.2~ 
Valne ot cert1!1cate 1 ·01~ 27 . 8~ 4o.l~ 
Velu ol cerU.tlcate u perceDt ol 

a•erace tar. price tor producer 1DI 
State with loveat anrace price 
State with hipeat &Yenl«8 price 

8~ 
611.1' 

ljl$ 
~ 

~ 
3Jf. 

J'or tt. \hree c-.tt ttea here &Dal)'sad, t.be Y&lu ot \he certtticate 

aa a pere.Dtac- ot &Yerace tar. price woald 1't1DC4 betwe• 68 perc .. t Mid. 

fl7 percct t or oot\oD; betweall 35 perceDt &D4 41 peroct tor rice; aD4 

betwMD 33 percnt aD4 68 perc81lt tor wbaat. ~ .. YIU'iatioDa are Oil tba 

buh ot State aYeracea. !he l'tiDC6 ill relaUn bellatit will, ot cov.rae, 

be coDatderabl)' wider betwMD iD41rt4Dal prodDcera. 

g Prlcea ... ot ·-'lift' 15, 1939· (AirtcvJ.i1iiil liAtkeu"' me •. 
loowber 29, 19)9), 
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It ehould be reco~ized that theoe w14e State-b7 State ft!'iattou 

i n aYe~ tara p ricea for apeeifie commodltieo ara 1n part Yariationa 

between COIII!Iercial and non-coomercial areae. Within co111111ercial areae 

the vnriationa are eoneiderably am&ller. Since a State which coneti­

tutOI a eouercinl area for one croJ> 1o ~era1l:r a non-eol!lllerelal aHa 

for ono or noH othera, it mlt;Jtt be aoouaed t hat benefit pa;rmonto 41o­

t r11N.ted on t ho b&alo of production of in41Y1dual coJODOdltleo without 

roprd to price or qualit;r, would tend to oqualhe. A relat1Yol:r hi~ 

caah benetH on a l o• 11r ieed eo.,ercial c rop •l~t be ottaet b7 a reU.. 

t hely low caoh benefit on a bleb 1> ricod non-co•ercW comodlt;r. The 

plan horo under eonaideration, ho1'0Yor, will be spplied onl;r to few 

&«ricultural couodlt1ea and equalhatlon of adnntegea will therefoH 

hAYo little opportunity to occur. 

7. lqnc!lorc!.J and f&rm lab9r. Jinally, the p ropoaed certificate 

pl an would beotow unequal bene1'1to upon different eleaento in tho egri­

cultura1 econo.,.. J.e.aclo.....,ro, ,.. t he oqulty boldero 1n tan~ enterprioe, 

would of eouroe be the largeot t;alnero. Unlooa t he plan reoulted in a 

ou'botantW lncreaae 1n the wa&e• of f&J'II labor (not llkel:r 1n Yiew of 

the relatively l a rp OU!>!>l:r of tan~ wor!cen) it would p robably be of 

little benefit to that group . In tact, it il quite likely that &«ri­

cultural labor, ineofar ae it purchMol food Md clothing, would be a 

oubetantial looer u a reault of increaaed conauaera' food and clothing 
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p rices . The fano labor group would lose abo 1t the adoption of the 

cert 1f1cate plan """ followed b)r reduced cona1111ere 0 deDNld, hi&Jier 

aurpluaes , l eadinc ultla&tely to lower O«rlcult ural oroduct ion and 

lower fara e~lo~nt. 

The certificate plan in the caoe of wheAt And cotton p rovidea for 

the dlet rlbut lon of th~ae certlflcatee between landlord and t enant or 

shArecropper on the bl.ola of t he reep ect lTe eharoo of t hese groupo l n 

the net fano product. It will be noted that t o the extent that the 

p r01ent dletrlbution between theee partlea h now in faTOr of t he lan4-

lol"'!J Cao it lo frequent ly alle~d to be) lt will be pel']>etuated b:r the 

adopt ion of the certlfl cate olen. Thle tendenc:r, however, ohould be 

offset to a conei derable extent for wheat and to a lesser extent for 

cotton by one feature of t he certificate plan: Tho 11.110unt of certificates 

oor \Ullt of noreal production decreaaea a a the 8DOunt of a person' 1 tot al 

p roduct l ncrea,..a above a ginn lenl. !/ fhia prorldon ~t reaaonabl:r 

be e"!lected to en co~ farm tenancy and i ncroaae fara e~lo,.,..nt. 

!/ Ho""Ter, with regard to the preaent l>roThlona of t he certificate plan 
bills f or cotton, ••• Section III (J) aboTO. 
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II, !Ute~ on pgricultural t~dea , 

'l'ht adoption of the certificate p lan 1!1&1 be e:xpocted to affect 

nd•eroely proeeaaora and diotributora . 'l'hoae &dve reo effocto would 

flow from three geneml. cauaoa . 

l. ll"rttin of n rofit. '!'he aar~ina of p rofits of p roeeuora end 

oaoecielly dietributora are eo ocal l in rela tion t o the amounts of the 

p rol>Oaod ts.xea tha~ ~he neceoeity of &'beorbin& tJ:zq oll&l.l pert of the 

t ax -ould aerioutly effect their p rofita . Such neceaaitiea doubtleao 

e.rhe when ~he addition of the tAJ< to t ba orict would reou! re a fmc-

tionel p ri ce adJua tment. Under the p roeeaaing ~&De processors do !lOt 

anoear t o have borne tJ:zq &ppreciBble p roport ion of the ta.xu, with the 

poaaible exception of cer~ain corn end tobnoeo p roducts . !J However, 

even tho~h & proceaaor bore no approe i nblo proportion, he might have 

been aevere~ burdened. Ria margin of p rofit may be eo smell relative 

to ~he tax t hat oven if be ohi!te nine-tenthe of it, fo r inatance, the 

pert t hat he doeo 'bear me,y take a very large percentage of hie profito . y 

!/ Ap Apolyoit of t he Bffecta of t ho Procenine Tyee Levied under the 
N:riculturt<l M!uet...,nt .Act, ~ 5· See &lao llourae, Iavie &nd 
Blade, Tbr~ Y!!ll!'8 of the Mricultuml M !uatl!!!nt A1"' nistMtion, 
Pa«tt 313, 14: • . .. during t he otriod of appl ication of p roceaa­
lnc ~axe• on tobacco, a aubstantial par~ if not all of it was 
abaorbtd by t he IINI!li'acturors of tobllcco produeta. It 1o ext reaely 
doubtfUl it t hia situation would have continued indefinitely .... 
and it certainly must not be regarded aa typical of the comnoditioa 
covered. 11 

y I n thh connection it 1a of intereat to note that at the time of the 
pr octn1ng taxes it """ argued t hat t he burde.n would !lOt be shifted 
ill ita entirety to conaUJ:~era but would ga to reduce •uceaoive" 
d1otributoro 1 and proceoooro ' aar&lna . (lor evidence on t hlo po i!!t 
IM rhcee Year• 'f the AgriculturAl. M,futteent M!tniatratlon, 
p~a 12 et oeq. 
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2. TolUJM ot tred.e. Pl'oee .. ore1 aA4 4ietributore 1 protih WO"al4 

alao be atteoh4 ..t .... r .. lT 'b7 tbe 4eol1Ae in the wlUJM ot eouwooption 

vhieh WO"al4 tollov the l.Jopoe1Uon ot hea"7 W.Xee. !he ener1t7 ot thie 

taetor voul4 T&r7 vith the 4eii8Dd eoDdiUona tor the eneral co•oditiee, 

!he aore elaaUo the 4eiiAII4 the 110re aarlced the redDotion in prooeeeora' 

aDd dietrib11tore' 'f'Ol,._e, !/ !hq -.;T aJ.ao be ..Ueote4 ad .... reelT 'q, 

ahith 1D 4-..4. 'l'!Na, eo• ot the 4-..4 tor bakeJ'7 prodnoh ~ be 

ahitted to fi011r aA4 hoae ~. 

3· Bu.aineaa aethod.a. .1 third ~neral a011rce ot·bllrd., aa tar aa 

CODCeJ'Da the acricnl tl1ral tredea voul4 fiov troa the bo.aine .. 41 anzptlona 

·.lhich vo\114 aceollp&D7 the periodic deterainaUon ot the 1 tax lnT' tor 

the aarnUnc .. aaon . SpecnlaUon on t he probable chance• in the price 

ot oertitioatee vill probably produce 1 aeri0\18 upa aDd 4ovne1 in \be 

ot the eertltioate price, !o thie (~rellT in the cue ot proceeeore) 

vo\114 be 84484 the bllrden ot tiline 110nth17 returna and coaplTiDC 1ll 

other reapecta vith Deparbeut ot .l«ricnlture repla\lona. Y 

!J fOr a atat-nt ot the prooeaaore' CJ'(I1UI4a tor OpPOai\lon to the 
certlticate plan, ... letter troa the Vice Preai4ent ot the M1.llera1 

Ba\lonal J'ederatlon to Seuator Vhealer, 1D llear1ace on 8, 2395, 
pacee 22-23. lice proceeeore, on t he other haD4, 11ppear not to 
oppoae the plan. 

Y .lntioipatins the oppoaitlon ot the prooeeaore to the oert1t1cate 
plan, S.oretarr Yallece ea14: 1 I ea hopetul the proceaaora vill 
cooperate vith ue . .laons the proce .. ore are -.AT able All4 pro­
creeehe Mn. It the7 can be per.aaded tbat ve are risjlt - aD4 I 
bellne thq can - the7 vUl co alons vlth ua. llut 411 harde al&:llt 
u vell aball4on tbe idea the\ Aloerioan tanoera are v1111DC to con­
tU... to uploi\ th•aelne, their taalllea ell4 their land to ~ 
ohellp tara proach, 0 (Wuhtnctoll SW.X, Deo•ber 1 , 1939·) 
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C. :rio cal elt .eta. 

!he llroll4er 'l'iev of .,...tber the -crloW.tural p rogaa . laclu41Jic the 

cerUtloate plan DOw 1DI4er oonolderatloa, would han lleaetlclal or ~ 

tul etteota oD the eooliOIQ' 1a ceDeral would require a l.actbT and la­

YOlYed aaal7oio la a Yez"T COD\roYerolal field. .Uthoucb pertiaeat, the 

ouliJect 11 DOt oonel4ere4 1a thlo •-raa4wt. 8011e of the probable fiooal 

ettech of the oarUflcate pl&D, hoveYir, are oo olpltlciiDt IID4 precUot-

able ao t o require cUocu.oloa here. 

1. :rtocal •ne,_,.t. !he certificate plu would 1a effect aucUoD 

~itude, without iDclualoD 1D the Judcet. At the outoet, it ahoDld he 

nohd that the ell.minaUoD of ouch aD i~l'taat Uea ao thla fro• the 

llwl&et would lbdt tha effecUYI u11 ot fiooal pol107 aa .,. inatrwoeDt 

ot ocoDOalo control . 

h.rthareore , azs::t pl&D for the p-D\ Of act"icDltural lleutih woDl4 

1Dtereot OYir the lonc rua 1t the taz collecUou ...t llenetih were ill-

~~ppropriatiou. 

cealaeat or ooDtuolon ot the 4eta1le4 receipt a ud lllpeDcU tureo ot the 

:rederal OoY...-t. !he 114opUon of the 1D._ oerUtlcate pl&D would 

llalta it acre cUft1cDl t to detaraine the Mount ot actual pa.liUo e:opeDcU­

tureo aDd the actual taz liard& ot the ftl'lcnuo crovpo ot taxpqero. l/ 

if lepreautau .... A1141'1ac (111nn. )& •v.u, thh 1e acre or luo • pl&D \o 
tool the people eo ~ w1ll 110t I<Dov iboiT are eftJ' pq1Ac the tauo ..... 1 

( llearl..llp oa B. B. ~. pap 56.) 
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Oal;r by the incluaion of all public upoll41tur .. in tho llwlcet end bT tho 
& 

eubaiooion of all public .. :pellditurea to periodic o:ucuUn &ll4 leciol,.. 

UYe renew can thoro bo UT aaour&llCI that tho proper allocation of 

pW>lic tlmdo asoq tho IIUT p1bl1c uaoo io appro:liaatod. 

In the -r&lldwa oublol.ttod bT the Departaaot of Agiculturo tho 

rtev 11 expreooed that 1 It io aore appropriate to compare the Certificate 

Program with tariff logiolation or ainiawa wage and collect in bargaining 

legiolaUon thall vi th expendHuroo ullder the Jud&et. !he houe it pri­

aar11T one o! agricultural poliQT rather than !local policT, except ao it 

.., attoct other appropriationo.• 

Certain legielation for the benefit of ecrlculturo, ouch ao the 

.&cricultural Adjuetment Act of 1938 appropriate iT _,. be compared v1 th 

tariff legiolation. ailllmua vage and collectin bargaining leglelation. 

!he certlficah plan, bovenr, .., 1110re properly be conoidorod fn>a the 

point of rtew of flocal poliQT. Ulldar ito prorto1ono ta:uo would be col­

lected &ll4 rennuoo would 'bo dlotri'bv.tod bT an agenQT of the Oo.,..!'IIMilt. 

The operation of t ho plan would not differ •torlallT troa tho proceooinc 

taxo o &d bono!U poyaento prortdod ullder tho A&ricultural Adjuat•ant Act 

of 1933· !'he tact that 1D tb1o inotance ooao of tbe actual eperatlono 

would be col14netod bT a opec1al ro"rolrtng tlmd and not the pneral fulld 

doeo not alter tho fact that tho fiocal aopoch of ..,-icultural boutlt 

J)ITIIenh are ouhotanUallT ol.ailar to thooo of other pn.,..,.tal 

oorrtc .. or n :pondi tur ... 
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Jur\her110re, t~ :parU7 P'Q'1181lh pro'O'id.ed tM prodllcere o~ tM 3 or 4 

co-41Uee OOftr ed liT \be cerU~lcate plall would llCt 41~~er elp.U10Ailtl7 

(exceptiJI« perbape 111 •O'O.Ilh) h oa \be perltT po~JWilh ..t>icll are llCW 

pronded U>rooP the Judcet 8114 froa the -•ral hD4 to the powere of 

ecrtcultural .,.,_dltlee &ll4 ""uld no doubt he conUaued ~or the ~­

Uaa llCt COftrad liT t~ plall . 

lll the Departunt of .4Qiculture1a -OrUdWII the 'O'iew 1a Upreeeed 

that •Uilder exietluc e>irCUiaetancu, 1 & 111areau ill direct ~Tei'UMiltal 

pqMnh •1a nel\her practical nor daairable.• h 1a urpd that d11ce 

CoJ~Creaa 1a not llbl7 to oont111ue to -.ke direot oopproprlatlona for the 

benefit of a particular croup, an indirect ""bela, ahould be prond.ed. 

fhe d.eiiOcratlc proceee aorw.ae that OoJ~Creeelocal deterainatlon 

r epreaanta the neareet poeeible approach to the expreeeloa of the pmbllc 

will. fhle 1a recopiaed 111 certain parte of the l)epertMnt o~ .Acr1-

c:ulture1e -r&ll<lna. la reepact to tM parit7 pqMate, howenr , a oo,._ 

ti'&I'T poalUon eppeare to be tal<ml, ~, that ..t>J.le the preeaat 0oJIC"aa 

reprea .. ta the pibllc will, AOoee41AC Coacrnaee Mir aot repreent U . 

Althou&b there 1a thUI 811 appareat AllOaalT, thoae taldll& thie poa1Uoll 

hold that acrtcultural aida abould be adopted ao a pe.....,ant pol1C7 out aid.e 

the ltadcet, be.,.... other e001l0a1C &ll4 11141latrtal poupa han protectlft 

le&ielaUOil o~ ftl'ioue ldade ..t>J.oh ued llCt be reooaeld.ered at each 

aeealoa o~ Coucreaa. !be tarU~ h the pr1ac1pa1 exapla -uoaeA. 

Ma!l7 acrlcultural co-.dtU ...... protected '117 tarlf~• &114. 111 recaat 

7aare , • ...., the tariff oa ,..., hao beall etfeotift ill raialAC t~ fan 
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price. Aaide fro• tbio oon.iteratlon, bo~r. the obaer.ation -.,be 

.ate that the tariff 1a eUhar a pollq or a cl.l .. aae. It it h a pollc;r 

l.ntollted to &Chien a cartaill ren.l t the uaaureo abov.JA not be takan 

ld>ich would operate to nullit;r it. If 1notead the tariff h a cl.loeaoe, 

the cure would .... to be lte elilllinaUon rather than t o opread the 

cU .. aae b7 M&aureo which l.n no reopeot re4u.oe the eoo11oaio lo .. oaued 

b7 th e tariff l.n aiecl.lrecUIIf> the u ee of the aaUon 'o producUn r .. 

oourc... !he tariff hit a priaarilJ' oonOUMro. ! hh propooal would h.U 

\he11 .,..U. 

Moreoftr , the ~· of tou: prenure atford.-4 b7 the tariff ie "'l'7 

different fro• the p-nt of «<ft.,..,tal cub beuflto tin&~~ce4 troa 

tou:aa. ~ cl.lotributlon of burden• lo different, the cl.1otr1but1on of 

benetlto 11 41ffereDt , alit the e ffect on internal ooapet1t1o11 alit pro­

duotiTe effiolenq io different • 

.L line omat be drum oo_,here between the l.noid.-ntal effecto of 

«<ftriiHntal pollq on the fortuneo of people alit the direet p a,y.Bnh of 

.,nq f oreib}T coll..,tad froa the people . !he latter b -r• ouocepUble 

to the 4&11&&ro of ainae. an4 acoor4111&1J' requ.1reo .,re careful oerutlq 

to &Chi..,. an alloeaUon of «<.,....,..ntal burden• alit benatih l.n acoor4-

ance with the public l.ntereot. .Lltho'Q&b oWlar ocrv.tlq ohould 110 doubt 

be acccrdet t o taritto , the fact that it hao not bee11 pTen doeo not war­

rant enellt1DC the lack of acruU~ to direct COTeriiHJ1tal pq•nte. In 

ad41Uon t o cat hao alread,r been oaid 011 tbio poillt, it aboul4 be aotad 

that the purouit of the propooet polic;r voul4 locicallJ' l.nwlft the c:ra~~t­

ioc of incl.lreot wllo141eo to mmeroua ad41Uollal cro-oP• · !he plan wov.JA 
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atta!>llell a 4allproua prec..S.\, llbicb o\bar -.oalc croup. ..,.1114 drift 

t o ~\a, It \be ,plu 1a ••Uallle tor -.srtcuUura, wlo' DOt for alalJ~C, 

t or izlat.,.oaf !be plu 11 eo ideall¥ &Up\allle \c n.rioua ld.Ad8 of 

1ccoma-radia\r1bu\1oc ~. that ita apcaaorahip tor other croupa ..... 

raaaoca))~ probabl e . !two raaultill« llllHipllci\7 ill -levlac •cl. col­

lacUac bccl.1u , opanUq 1nhp•n4acU~ withia th e ladaral OoTe,_t, 

wculd rat•• 1um>o w1 t h fiacal plaaatac. 
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