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l.lb.ETING WITH AIR . HAAS ' GROUP RE 
BUSINESS SITUATION 

January 26, 19J8 , 
9 : JO a .m. 

Present: 

H. ld . Jr : 

Haas : 

R. I.! . Jr: 

liuas : 

li.J. Jr: 

Ruas : 

H • .>! . Jr : 

Haas : 

II.J. Jr: 

Dg,ggit: 

H. l.! . Jr: 

Haas : 

R.M. Jr : 

lir. Taylor 
llr . Haas 
!lr . Nbite 
Kr . llurphy 
lliss lolichener 
.oliss Lonigan 
llr . O•l.lonntlll 
14r . Oaggi t 

All right, go ahead . How you going t o handl e thi s ? 

That's that thing we called the Chronology. 

Yes . You aon't want me to read thkt noR, do you? 

!lot necessary, no . 

Wha t I want, George, is this . I want a review of 
tne business sitUbtion as or date . 

Fino, fine . 

Discussion . 

~ight us Nell let Ur . Daggit start that, and the rest 
cEn c ome ln. 

(Daggit brings v&rious cb&rts to 
Secret&ry's desk) 

That ' s what I want. 

Since our l as t meeting the business situation hos 
developed about &s expected, and some of it has been 
rather slow ln recovering because of continued low 
levels in freight car lo&dings and automobile pro
duct i on and lumber production. There ' s been a 
strong recovery in steel and textiles. 

1be President a sked mei"Do they include frei ght car 
l oudings in the Federa Reserve?• 

Uo . 

Production. 
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Daggit: 

B • ..I . Jr : 

Daggi t: 

H . ..; . Jr: 

D&ggit: 

a .:J.Jr: 

Daggit : 

H. IJ . Jr: 

Uaggi t : 

No, they don't. 

They do not. 

- 2-

iheir index is Just on physical production. 

I see . 

~he Ne1v York Times index includes it . 

• • 

That dr op in t he end of December ha s been r ecovered 
to this extent, which puts it &bout up to here . 

Yes . 

The activity 1n the steel !naustry has recovered to 
,32 .7 per cent this current week, Htlicn is the highest 
since November 15 . 

Cot ton - I don't believe they have it dated in here, 
but cotton mill activity has i ncreased also v ery 
strongly . Commodity prices have had a reaction which 
is probably no more than a normal r eacti on after the 
siulrp rise during the firs t ten days of Janua ry . 

~pot prices in Great Britain got down nearly t o the 
low re~chcd at the end of December, but 1n the United 

· St a tes t hey h~ve held up better than thllt. Futures 
prices nave declined about t o the a verage of 
December, but not nearly as low as the low reached 
early in Ja nuary . 

This reaction in spot prices seems a little more than 
Nhat one could normally expect . 

Hides and copper .... 

Hides a nd copper ha ve been weaker tnan other commod
ities . $harp d ecline in hides, e nd a decline in 
copper to about the previous low . The otaers have 
held fairly 11ell. i'nis is due pv rtl;,• to a r eduction 
fina lly in t he as~ing price or copper producers. 
Tney had been holding their ~uotetions above the 
gener al mt.rket . I. reduction in hides probubly is 
a r eacti on from this very sharp rise you had during 
Decem bur, which may ha ve brought ln more buying than 
could currently be sustained . 
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B.II.Jr: 

Oaggit : 

a . !l.Jr: 

Daggit: 

Haas: 

8 • ..! . Jr: 

Haas : 

B. :.I . Jr: 

Huas : 

H. ld .Jr: 

lloggit: 

•• 

-3-

Got another one there? Let' s see it . 

These give some other prices of individual commod
ities, .vhich, as you cun see, have held very well, 
with the exception of those tiYo. 

All r;J.ght . 

That just about covers i t. ~nd it seems to be 
devel oping as one could normally e xpect a t this 
time . 

I don It kno;o; ' •.vhile Oaggi t ru s the floor' whether 
or not you .vant him to go over - I discussed .ith 
you some time ago the questi on of working out a basis, 
industry by industry, of production and demand to 
cneck disequilibrium situLtions . 

Yes . 

He has a tentative chart mode up on tha t . 

1/here is i t ? 

Her e it is . 

All right. 

inis is it . I mentioned a t the last meet ing the t 
we were working on t nis and included in t be lest 
report :.. chart on steel and t extiles • . r;e have 
included the sacse t • .-o charts in this group, but 
nave ociaea .:bout s ix others , tnd nave &lso added 
:.. calcul&ti on of the deviations of production from 
our curve of basi c demand . 

laking steel - production of steel during December, 
'1\e got near.ly 40 points lower than our estimate of 
demand from the s teel-consuming industries . Thut i s 
as low a s it dropped in 1 34 end loiVer than it dropped 
i n 132; but .in both 132 and 1 34 that lol'l l evel v.o.s 
follo.1ed by l. sharp upturn i n production. Production 
in 133 again got f a r 1bove the es timated level of 
de mana , and th<. t IH s I'ollowed by a dec line. I t got 
further above the estimLted demand in 1 37 t han it di d 
in 1 33 . 
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H. L Jr: 

Dt~gt: 1 t: 

ll . M.Jr: 

[;I) ggi t : 

H. '..1 . Jr : 

l.laggit: 

H. l.! . Jr: 

I.Jaggit: 

B.:l . Jr : 

Ds.ggit : 

ii.- .Jr: 

Daggit : 

• 

.. 4 

-4-

We expect these to provide 11 pretty useful index 
of the extent to which production is getting ~bove 

. demr.nd and the extent to which it i s getting below 
demand . The composite index is shown here, und 
that is made up of a solia line representing the 
Federal Reserve index and a dotted line represent
i ng our ct~lcu~ation of this dems.nd index based on 
80 percent of the tott~l wei ght in Federa l Reserve 
index - based on industries representing 80 percent 
of t he t ot al 'I. eight. 

The significance seems t o be tha t when production 
gets about ten percent or ten points below the 
delllE.nd level, i t t urns up.1ard os it di d in • J2 
and in 1 34; l'then it gets ~:bout t en percent above, 
it turns down;vord as it di d in ' JJ and in ' 37 . We 
are still ,·.orking on this and are trying t o l e arn 
just no~ t o interpret it accurately. 

1\ell now, let ' s see, in textiles the demand is above, 
isn't it? 

Yes, production i s way below. 

Your demund is &bove . Is that right? 

Thc.t 1 s right. ',lfe consider th&t o b~lish situati on. 

Your coal is bad . 

Yes. 

Wha t ? 

Yes . 

Your coal is bod . Your automobiles .... 
Automobiles - l et ' s see, t hey 're f airly &ood . 

I mean i t ought to get better, oughtn ' t it? 

It ought to get bett er . 

I don ' t believe the ·December figure hs.s been put in 
here. These December figures are tentative. 
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I see. 

Leatner is very good. 

Leather ' s al l right, but you haven't got it for 
enough . 

Petroleum is nnotber one Which is bad . 

Petr oleum is bad . 

Ob, ~hese or e other ones, huh? 

:tes . 

" her e i s pt> troleum? Yes, I knon petroleum ' s bad . 
When the Standard Oil of New Jersey man was down here 
a couple weeks ago - in charge of production - he 
tala us tlw t t hing .vas out of line, didn't he, Harry? 

Yes . 

Huh? 

He did . 

1hey were ~orried then. 

Lxpect ed that the price would be a little lower . 

He WI<S I?Orried about i t, 

lhis would seem to indicate somet hing to be worried 
about. 

'//hat else? 

Meat packing - that ' s about on the fence. It got 
favor able some time back and i s - has now recovered . 

Lumber 

Lumber i s r ather bad. Now, this could change ei ther • • • 

either way • . . . 
.. . either way • If we get an improvement in residential 
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construction, it could turn up again. 

Steel is favorable. 

Well , this is interesting 
I mean i t's so close up. 
done. 

because it ' s so fresh -
I think that ' s very well 

I t hink it' s tent ative , but 

Has Ur . Taylor seen it? 

No . I t sounds like o grand chart. 

It is . 

It • s a new approach . In the preli.Jilinary s ts.ges . 

Show that to Mr . Taylor. I tell you, if you don't 
mind, .¥ould you l et him go to your of!'ice when 
convenient? 

Uh yes . 

I mean -just the same - I mean if you want it, huh? 

~et c e keep t ha t one end give Mr . Tayl or another one, 
see? You have more t han one? 

Yes, we have more . 

It ' s a print . 

"hat? 

It 1 s a print. 

Just one thing t o keep in mind : we ' r e still working 
on i t, so we may change i t i n some way . 

I understand. What else you got, George? 

ue•re - I've picked - I t hink some figures just c11me 
in on constructi on which Daggit hasn' t s een yet. 
'Ihey 1 vo; just come in. 

(Baas brings materiel to Secretary ' s desk) 
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For the first 15 ·days of January, the total is 
up, you see. 

"ay it so tney all ••• 

ihe t ot a l for construction - contracts awarded -
f or the first 15 days of Janu~ry, 1938, &s compared 
Nith the f irst 15 aays of January, 1937, is up from 
$lul, OJJ,OJO to ~12S,ooo , ouo . There ' s been a 
decl ine in residential and decline in non-residentinl, 
end on i ncrease i n public works and an increase in 
utili t ies; a sharp increase in utilities from ten 
million to 4 5 million, Nhich is a result of utility 
cons truction in New York metropolitan and northern 
New Jersey di s tricts, 1m i ch ros e to 34 million from 
6 Clillion. 

~ay I mention ther e t ha t Ur. Lubin says tha t the big 
incr eese i n t he New York district was partly due to 
a change in building codes which went into effect 
on J anw.ry 1. 

I s ee . 

'!hese are Jus t the figures put on the charts, just 
the s t arting - the total is up in 

All right, wha t else you got? 

lle•re doing a nother experimental job. Probably have 
it in in a couple days. Situa tion I spoke t o you 
about. Involves a question of a ll t he governmentel1y
control led i ns truments Hhi ch have inflr tionnry or 
defla tionary effect on the economy . And we have done v 
~uite a little work - different members of the staff. 
Henry Murphy is doing mos t of it, and Daggit and Harry 
•lhite, and so on . 1/e expect to have it in a couple 
days. Tha t mi ght be interesting . 

I s ugge s t now you might go around the room, l et Barry 
t alA about the international situa tion. 

All right. 

I should say on the whole the international situation 
is t ending to hold us up. It hasn't yet become a 
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dopressive factor . 

What do you mean, to bol o us up? To retard us? 

No, to prevent us from going down lower . But that 
it's becoming a little weaker in thct direction than 
1t has been. 

The Latin American s ituution i s bad; it's turned bad, 
and for next year, irrespective almost of .vhat happens 
her e , unless there is £ very substanti al improvement 
t he world over, it will be a fo rce tending to drag us 
down, on the whole . I coula go through the various 
countries, but that would t ake too long; tha t's the 
general situation in La tin America . 

The Scandinevian countri es are hol ding up very well . 
~ngland , notHiths t anding some evidence which points 
to £ doVInturn, or to a probable downt urn, in the 
beginning is not sufficient l y changed so that you 
can say it is in any sense a depressive factor; still 
r emains one of the very str ong points in Europe. Ger
many bas improved very substantially and is apparently 
maintaining a t a very high level . 

The Orient you ar e f amiliar witn . 

South Amer ica and India - I mean South Africa and 
India , ana those countries, are hol di ng up well, so 
that on the wnole t ney are adding an optimistic tone 
to the world situu tion. 

And t hat shows in our foreign trade, too . That is, 
our exports are holdi ng up rem~rkably wel l; in fact , 
they have increa sed substantially from the first 
indica tions . He know they increased in November , 
and the t'irst preliminary data show they <.re vor y 
hi gh in uecember . 

The imports, of course, r efl ect our situation, end 
our imports ore drop~ing heavily; reached a much 
l ower l evel, partly due to the economic situution and 
in part due to differ ent agricultural drought situa
tions . 

So I think one can conclude, on the whole, that the 
feeling o~hich is held by foreign writer s - tha t the 
crucial s itua tion is the Unit ed St at es; if the United 
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States turns upward, it will in the IIIBin postpone 
any recession that may take place in Europe. If 
on the other hand, we don 't turn up7;ard, some or 
the countries that ore just teetering - some or 
the important countries will join us and be a 
depressive ~actor i n the next four, five, six 
months . 

'I ' ll come b&ck to thllt . 

••ould you (Haas) contact - I think his name is 
Fisher, tae statistician over at r .H.A. Ask him 
if he ' d write me a memorandum noN he feels about 
the building situation from now until the first of 
July. If th.at isn1 t asking too much, how he looks 
at it from now • •• They say he's & very good man. 
lohat do you think? 

I know him. 

What? 

I know him some. 

9 

Ask him if he ' d give you a memorandum for me, how 
he feels about the building situation from now until 
the first of July . 

ies, sir . 

ootla t? 

Yes, sir. 

IVhbt effect, 1f lillY, they think this new bill will 
hs.ve when it passes, see? 

Now, ther e's some misunderstanding as between White 
ond Haas . 

lie cleared it up. 'lie wore talking about La tin 
nmerica . I thought that you had reference to some
thing that you had asked hi.m about r ecently . 

"'ell, when am I going to get my Unit ed States chBrts -
1cports and exports - for the calendar year, or even 
up to date? 
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Well, again I misunderstand. I thought you were 
talking about your trade with Latin America . 

What do you think I 1m asking for? 

About trade with Latin America . 

And. the other important countries. 

knd I asked it for Ger many, Italy , and Japan. 

In relation to Latin? 

No, the Onited St&tes . I asked - what ! asked for -
and check me - I s ai d , 11 I Nant tae illlport and export 
position of the United States with Latin Ameri ca, 
and Germ&ny 1 It&ly , and Japan. " 

You said "all the other important countries,• which 
includes those . 

I thought I specifically •• ••• 

I thought you meant their position in Latin l•merica 
compared with ours . 

No . 

lou' ll h8ve that aay a fter t omorrow . Give you 
Latin America today. The other 

I won't get a chance to look a t it until Monday. 

•~e 1 11 surely na ve it t hen. 

I'll try t o have another meeting like this !londay, 
if possible . 

On t hat question, Harry ana myself - about that -
I t alked about it, but I made one mistake whi ch would 
check itself long before this . I think you probably 
told me ubout it some time, or somet hing , and I didn ' t 
put in u card . If there Nos a job card put in our 
record , t he other people h&ndling the routine would 
have caught it, so I' m ••• • • 
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'•s l ong as t hey get 1 t now. 

Harry, a s near as I can r emember it, England hasn't 
bor rowed a ny money i n a l ong time. The last money 
t ney borrowed, if my momory i s right, was just befor e 
Chamberla i n went out as Cha ncellor of the Exche.,uer. 

~eaning domesti cally, oi course . 

Yes . 

.Lha t was tba t loan t hat tent so sour. 

Yes, and I wonder what ' s happened. 

~bey • ve been s~ending more money than they ' re getting , 
and I think they 've been selling some bills recently . 
I • 11 look t hat up . 

Look i t up . And give me a memo how they do t heir 
ster ili zation. 

Yes . 

11111 you? I want both of t hose . V/111 you? 

Give them to you today. 

See? But &lso on that - I mean I don' t under s t and; 
I me&n either they must have incr eased the amount of 
bills out standing consider 6bly, because they haven't 
gone into the cap! t ill market no .? - must be a year. 
I mean I may be wrong , but that ' s what I think. 

I t hink les s tnan a year. 

Well , look i t up . 

Yes , I 111 do tha t. 

llhat I ' m goi ng to try t o do - I'm going to have 
these once a week. And if George has got something 
special, we t 11 do i t t. .. ice n 1veek . But if we do it 
once a week , i t ' ll give you fellows a chance . 

ilurphy? 
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I hadn't c ont emplated being called upon to make a 
talk . I f you d esire t o have some account of t he 
Gover nment bond m~rket and bonk hol dings of 
Government s ecuri t i es • ••• 

No, I just got a most complete memor andum, whi ch 
I never received before, from Dr . Burges s . Di d I 
send th&t .back t o you? 

I don 1 t think you did. 

12 

Wel l, I never got one of t hose before. I mean t hey 
make a memorandum t ha t goes into t heir whol e opera
t i ons and everything e l se, for t hemselves a nd for 
us , and I asked him l as t nigh t and he said, "0h, 
we do thL t once a month. " 

I sa id , "I never got t ha t ." 

On, I get t ha t . 

Oh, do you? A complete a nalys i s , a bulletin? 

~o, I get somethi ng which comes - gets in dai l y . 

No, t hi s is monthly . 
bnd it Just came in. 

I •ve never s een it bef ore . 
Harris may have it. 

hnd t hen, Harris just di d me e very good job on 
our oRn s ituati on . Ha ve you seen t ha t ? 

Ho, I haven ' t . 

You f ellows bet t er all g et toge t her . Ba rri s just 
di d me an excellent job f r om whet they've been doing. 
lohy don ' t you have a t al k wi t h him and then find out 
;;hat the Fed i n New York does, a ni let' s t i e them 
all in t ogether , huh? 

Yes . 

I jus t r ead Harris and I jus t r ead Burges s , a nd I'm 
up to her e on bonds. 

~he r eas on I sai d t ha t - I didn't want t o duplica t e 
anything you had just gotten other wise. 
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But I think tha t needs a l ittle co-ordinati on . 

Yes . I ' ll take care of that . 

•lhat? 

I ' 11 s ee to it . 

Because this is the best job I ' ve ever seen the 
Fea turn out . I don't thihk - I asked Burgess; 
ne said it ' s monthly. I don't .mow whether it ' s 
ne~ . I t gives ~ very complete picture. 

}.nd inci dentally, or confidentially, Burgess told 
me tl~t Saturday he told the bond fell.ows tha t he 
tnoueht t llh t they ,;ere - tneir ;;ortfolios r.ere a 
little heavy; to e~se them u~ a little bit. And 
th&t ' s ·r.hy t he t hing sluff~d off . But he tola me 
he tnought their ;:>ortfolios .?ere a 11 ttle heavy. 

hs a matter of f act , if Murphy is going to follow 
tni s thing, he ought t o go up and spend a day or 
t No with v1hoever the sta tistician is in New ~oz:k 

13 

in t he Fed - their statistician on bonds , etc . , and 
get f amiliar with it . I' d send him up there and let 
him spend £ couple days . I mean if t hey ' r e doing a 
good job and have a bi g stuff, ther e ' s no use our 
duplica ting that, huh? 

I think t hey do a very good job . 

.. hat? 

I thinx they do ~ very good job . 

An excellent job . Just o ~uestion of interpr eting. 
As a matter of fact , not much to interpret by the 
time t hey get through . But I mean I •d go up there 
and spend a couple days and see • 

.be gl ed t o do that. 

Want t o say onything , liayne? 

I just wonder ed , have you got a.nything on Russi a a t 
ell th&t shows up a nything? 
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I think I can give you a very good description of 
events there. h ny s pecific aspects of it? 

14 

No, jus t thinking a bout t he figures - if they sbowed 
anything . 

~ney snowed - as f ar as their industrial production 
is concerned, t hey showed a much lower increase in 
producti on than was both spoken of and anticipat ed . 
Figures vary , but somewhere between- ins tead of the 
29 percent , 27 percent increase which t hey t alked 
about for industrial production, it apparently is 
closer to 10 , between 10 and 15. And the production 
which t hey ar e setting for the next year, which was 
supposed to have been 30 percent, is 10 . 

Want me t o go on Rith t ha t particularly - more than 
t ha t ? 

I t• s all r ight, go ahead . 

So tha t this is ~he first time i n their serie s of 
plans tha t they have set f or their program of the 
next year as low b r ate ~ s this 10 to 12 percent in 
increase . Which indicates t •.wo f actors . One, tha t 
increases a r e becoming more difficult because they 
are going t o h i gher levels . Two, they are more 
realisti c a nd are not going to accept the kind of 
figures which tney accepted before, and which involved 
a grea t dea l of manipulation, tnd a lmost f al se report
ing. 

'lh!rctly , their exports li lld imports are in what we 
would call - what t hey would call good shape . Their 
foreign credits are very excellent. They can borrow 
pr etty near a s much a s t hey want on short- term credits 
if they Vl&nt to >J&Y the f our or f ive or s i.x percent; 
but t hey a re trying to reduce the cost of their borrow
i.ng. But their forei.gn credi.t situati.on is not an 
i.mportant consi.deration d th t hem e t all. 

What dominates them even more than ever is t he - I 
won ' t say almost certainly, I ' ll put it further -
I'll s ay the certainty tha t war will break out, they 
think, this year , in their opinion; and every effort 
is being bent to that . That is one of t he explana
tions thut has been offered recently for the purge, 
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which went to very great lengths, and then the 
withdrawal from the purge now to restimulate a 
certain amount of confidence, hoping to get 
industry started again, because they bad everybody 
scared t o death among the leaders so that nobody 
dared mt ke a decision for fear it might result in 
n1s being arrested, AnQ t ney are preparing to help 
Japan a ver y great deal with arms and so on. 

You mean China. 

China , I mean. Thsy a re already reported to have 
one hundr ed avia tors and pl a nes in one s pot ; they 1re 
building an important high~1ay and a r a ilrohd wnich 
will provide a route through Russ i an Turkestan. 

So their whole psychology i s more t han ever o war 
one &nd ge~&red to expectation and conduct of 11 war 
in the near future . 

Business on the whole is good i n Russia - I meon 
better t han it has been. 

Miss Michener? 

I have nothing . 

I• m going to come to you (Lonigan) . I 'll come to 
you last , if you don't mind . 

How' s your (O ' Donnell) r evenue? 

O' Donnell : I t hink r evenues are meeting our expectations . We 
bad one situa t ion, with which you may be familiar 1 
i n the dai ly Treasury stat ement l ast month. Because 
of the particula r i nterest ln Soci al Security, it 
concerned us a l1 ttle bit . .ve had antici pated 
collect ions of about 50 million dolla r s from Soci al 
Security •• •• 

H. :i . Jr: •lha t month? 

o •Uonnell: .•. in the mont h of December. And the daily Tre~&sury 
s t otement showed i n excess of 70 million dollars . On 
t he other nand, we had anticipa ted the accumulo.ted 
collections from Ra ilroad Retirement Act in respect 
to the first nine months, which wa s due at the end of 
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November , to ~ount to 92 million dollars, a nd 
t hat fell substantially short , according to the 
daily Treasury sta tement, by obout the amount that 
the Soci a l Security was over . I called tha t to the 
a ttention of the Accounts and Deposits Unit and the 
Internal Revenue people, and we re~ched t he conclu
s i on t ha t t he people in the field had been i ncorrec t ly 
desigm> ting t he 1varrants in alloca ting t he funds t o 
~ocial Security and they r eally belonged to Rail road 
iie tiremant . 

Just yesterday I r eceived the collection sheet from 
the Bureau of I nternal Revenue, wher e the Collectors 
nave actually allocat ed from the assessment lists , 
so thEt ae have tne correct designation . And I was 
~leased to learn t ha t the collections fro~ November 
~nd Decembar came out to about 91 . 8 milli ons against 
our estimate of 92, and correspondingly t he Soci al 
~ecurit;,• .vas witnin t wo millions of our estimate . 
So th~t the daily Treasury will ha ve to make an 
adjustment, and I believe tna t t hat is now in process 
of lnvestigati on. But that has come to the a ttent ion 
of some people wno wa tched Social Security ver y 
closely, and I bring it up only tha t ••• •• 

i:! . :t . Jr : \'/ell, s omebody wo.s awfully dumb on tha t . 

Baas : Vandenberg ~Tote i n on that . 

v • Oonn~ll : I mer ely bring it up because it may be brought to 
your a ttention, &nd tho t is the explanation. It will 
be corrected on the daily Treasury . 

H.A, Jr: hnd the rest - everytaing else is all right? 

o •Donnell : ~verything 1 s all r ight thus fa r. In f act, very good . 

H. :.l. Jr : I mean so- l et' s see , the last fig ure Ne gave the 
Pr esident • • . • 

-O' Donnell: Those figures seem to be borne out. Of course, our 
next big t est will come on the Mar ch 15 collections, 
because it is there t ha t we get into a new situa tion 
on the base for tae income t ax collecti ons. 

B - ~ .Jr: But I mean it' s no wor se than what we gave . 
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O•Donnell: No worse at all. And the business picture which Mr . 
Daggit has so adequately given is Just about what 
we expected . It hasn' t turned up as fast , but it' s 
not going down. 

H.~ .Jr: I forget what you did figure . 

O' Donnell : In fact, i t is just about what we figured f or the 
month of J anuary, but it went loNer 1n December . 

B. J . Jr : Yes, lo~er in December . 

J 1Donnell: That ' s rignt. 

H . ... . Jr: 

Lanigan: 

u . . ! . Jr : 

Lanigan: 

Haas : 

!Jicllener : 

H • .J .Jr: 

!licnener : 

H. • Jr: 

Lanigan : 

B. :.! . Jr : 

Lanigan: 

All right . -- . 
Nov; :liss Lanigan. You say ~ ou got bECck Sunday? 

Yes, s ir. 

Vlhen would I get your r eport on New York State? 

Mr. Haas had i t yesterduy , Mr . Secr et ar y . 

I t hink it's in there . 

It ;vent in yesterday . 

1/here? 

1o ~iss Coauncey . 

Uiss Chauncey is oue here a t ten, so she' ll bring it 
in here . 

Could you be as concentrated as some of t hese people 
on what the employment situation looks like in New 
York? 

The strlning situation - I was in Texas the first week 
in January, in New York the third week in J anuary, vnd 
the most s triking tning was tne remarkable improvement 
in sentiment. 

•Vhere? 

In Ne.v York. I mean sept. r ating the geographical 
oifferences, f r om t he first to toe third week there 
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has been a remarka ble improvement in sentiment. 
There ' s been a definite turn in placements . 
Pl acements have begun . Returns of Social Security 
applications for compensation have begun. They a re 
being nithdraxn - back to work before the four weeks 
were up. There is a turn in the Social Security. 
You will begin to have voluntary withdrawals of 
applications because the men hLve gone bac~ to work . 

May I interrupt you? The estimate tha t they gave us 
was MOJ, OvO j)eople in New York would get unemployment 
insurunce, and the l ast figures I s aw in the pvper 
wer e 4dO, JJO . 

V.eu , the 4d0 ls much neurer right . I didn't submit 
an es timate because I got so oany variants and I 
t hought tney didn ' t i nclude t ne variants. But the 
3JJ, OJJ is out. Tha t's what they originally s aid. 

Di d you s ee ~I rs . Rosenberg up ther e? 

No . 

If you evou go to New York again, s ee her . She' s 
the nead of tne Social Security in the state . 

I saw the sta ~e - no Feaeral . 

Yes. 

That is very marked, and it is r eported that it 
is snowing up in the r epor ts or salesmen, th .. t t hey 
a r e 1'1nding empty shelves - t his genera l reeling 
tna t the turn has come . On wlemployment the l ay-offs 
Sj)parently have gr eatly r eceded, if not stopped, and 
~t the present time we a r e not in a period of mass 
lay-offs , and we are hardly in the period of small 
lay-offs . 

My Ood, tnis is the first time I•ve even hehra you 
s tiny bit enthusiastic. 

I ' m t DlKing about flickers , I 1m not t alking about 
mass . The mass is still t here, with heavy weight 
on the unemployment compensation peopl e . They're 
working seven days a .veek - Saturdays, Sundays . 
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~hey worked Ne:~ Years, Christmas - the unemployment 
compensation people - to get this mass of applica
tions out. But there are not mass additions to 
those applications; they are very few. And there 
a re Rithdrawals. 

On relief I have no clear picture . 

Oh, I mi ght add in connection with that figure that 
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New York is usually flat in January. New York ' s 
Christmas trade and everything is sort of closed out 
in January - retail trade, manufacturing, everything -
so t ht. t u turn-up in January in New York City i s very 
remark~ble. If you want my guesses as towny it is ••. • 

Just a minute . 

(On pnone) Get Colonel Harrington on the phone , 
please . 

I do t ninx it must be l a rgely ascribed to t hose 
meetings in Washington. They seem to have r educed 
people's fear . It's amazing . That ' s my guess, IllY 
hunch - tho t people are less jittery. 

Really? 

Yes , sir. It 's very encouraging. So that sentiment 
is better. Employment - mess l~y-offs have ceased; 
and small lay-offs - small r eturns. 

On the r elief picture , t ocre isn 't anything cl ear 
and sim;>le to be said. There is need. There i s a 
rising jitteriness on the part of relief officials 
which I think is very unhealthy. And t here is the 
good old group of people who say, "Now t here is a 
lot of money fo r relief, we might just a s well ask 
all over again." 

On t he technical side, relief ~dm!nistretions are 
still unable to cope with their problem. On t he 
administra tion, tney can't cop~ wit h it, don ' t know 
toe game. ~>nd on ;/ ,P, A., the increa ses i n quota which 
you arranged for W.P . A. have been sent out to the 
states, but when the stat~s try to pull the people 
off the s t ate relief lists, the so-called mass of 
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employobles on the state relief list s being 
supported by the city aDd county and state, a re 
not existent . 

(On phone) l:lello . ·•ell, t ell his office that 
i f i t i s convenient I 1d like him to come over and 
see me ot ll o ' clock on Thursday - on Fri day . 
Yes . And what I want - I'd like him to give me a 
picture of the relief situation a s it i s a t present. 
I 1d like to get a picture of the relief situation 
from him, t<nd i f he'd come over a t 11 o 1 clock Friday 1 and if he can, tell ~r . Bell I wa nt him her e at that 
time - 11 o ' clock Friday . 

What 11ere you saying, Ll iss Lonigan? 

Lonigt.n: . You raised t ne quotas for \ , P . / . Tbey got additiotu!l 
quotes . They wired out to tnci r st&tes immedi a t ely 
to draw r.:ll tne employ .. bles off t ne r elief rolls, 

H.U. J r: 

-.onigan: 

H. ii . Jr : 

Loni gan: 

H. :.l . Jr : 

Lonisan : 

and t hey couldn' t draw t hem off, you see - the c ities 
and the mLyors . 

1/hy should t lley dr aw them off the relief rolls? You 
mean to add tnem. 

No, sir . I' m a ist1ngu1sn1ng - ri . P. I . • isn' t r elief 
rolls . 

•Ina t? 

W. ? . A. i sn ' t r elief rolls . 

On, I see . 

They wired the •1/ . P. A. s t ate administr ations to take 
this group of employables off t he r elief rolls that 
the ~ayors Conference di d so much talking ebout - tha t 
t ney ' re su~~orting this mass of employables . They 
tried to t ake them off and c ouldn' t take them ott , 
for two rebsons . One was t hey mostly weren't there; 
tae second one i s , ~ . P .A . can only take off a group 
of people t hat can work on plant maintenance plus a 
fe1v se{ting r ooms . I mean ;. • P. A. doesn 1 t have the 
t ype of projects which can t ake off all t he unemployed . 
But t his mass of employ&bles that ar e supposed to be 
on the city gover nment r e lief rolls - :.s soon I•S you 
try to t ake them off, t hey a ren't there. I don't think 
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it is dishones ty - I 1m not implying that at all . 
It' s Just t ha t the r elief •••.• 

21 

Well, you're getting in now, if you don' t mind •••• 
I 1 11 read t his stuff . Just one thing while you' re 
here : I• d like you to l eave next Sunday night . I 1ll 
give you a week here. 

I need it . 

11ell , I 1 11 give you a week. 

Uy clotaes need i t. 

rlbat? 

My clotaes need it, if I don•t . 

I ' m going to send you out to Illinois next. 

Illinois? 

Yes. ·hnd I want you also to do downstat e just as 
you di d ups t at e Nev; York . i•nd I tnink you better 
t ake plenty of time . I should tnink i t would be 
worth a t least a week - Chicago end downstate . 

It takes a great a eal more time to do the rural 
a reas . 

I cean I ~;ant you to go downsta t e to the capital, 
Springfiela; then get uo.m into some of t he badlLnds 
of Illinois on tne border t here, e s tne soil pet ers 
out a s you go south. 

And I'm sending f or - ll'ho 1 s tne fellow in Farm 
Cr edit? 

Oh, Garwood . 

I 1m going to s peak t o Ga rwood - St eve Garwood and 
find out what he knows about now Resettlement handl es 
their loans; be ' d Anow, because tneir people would be 
rubbing elbows . 

In Illinois? 
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l:.verywhere . 

.Vell, you got tha t memor andum . 

Yes . I ' m going to look into tha t . Terrible . 

The so~ntiment ;1as t erri ble . 

'//hat? 

1he feeling agains t Resettlement . 

Yes . 

And I Has thinking there ~as a possi bi l ity the 
Budget Bureau ~ig~t be blamed fo r it, wrongly . 
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hnd you ' ll be amused et t nis . The Pr esident sent 
back a memor andum to me on the Texa s thing . Be 
said, 11Show t his t o t he Vice Presi dent . I haven't 
got enough nerve t o sno .. 1t to him . " So I just 
buried it . If the Pr esi dent t hinks - t he Vice 
Presi dent doesn ' t check .vi th what you s a i d a bout 
Texas - 11 I don ' t have courage enough, so somebody 
el se wi ll nave to t ell him about his de~r Texas 
and his people . " 

Well , t hat Texas r eport .vc.s not an argument for bi g 
spending . It coula be interpr eted 

No , no, it ' s the conaiti ons . The Pr esident has been 
talAing a bout ~ages ana hours and r oads, a nd the 
Vi ce Pr esi dent m11intains till t everytaing in ':'exas 
is lovely, see? And h~ says the wages a r e the 
highest, the scnools are tne best, roaos are the 
best . 

Jn, t ha t ' s inade~.ouate . 

hnd this memora ndum of yours sort of changed it . 
But I •m perfect l y f r ank; I don ' t mind sending any t hing 
to t ne Pr esi dent, but I wouldn ' t have the nerve to 
send it to t he Vice Pr esi dent. 

On the liew Yor K s i t w. t ion, may I add a s entence 
before· I finish. I know from my New York experience 
tha t t he New Yor k situati on, which i s t he biggest 
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industrial pulse in the country, swings tbsolutely 
on }ebruary and March; in other words , i f it is on 
an upgrade through February and March, if that is 
maintuined through Uarch, it will run through 
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hugust . It swi ngs - it ' s a pivot i n there - February 
and March are a pivot . If it keeps up, if i t is 
nursed t hrough Februury and March, it can sv;ing 
right through August, we ca.n be pr etty sure t ha t 
this \Vhole thing will swing right a long . 

•'ell, isn't ~,;hicago , Illinois, pretty important 
t oo? 

Oh yes . I Just .vanted to emphasize t ru:t right a t 
this oocent, tnis end of January - Febr~ry ~nd 
Uarch · .•ill c arry us f or six months if we ~c ::n go ••••• 

Do ••ou really think so? 

Yes, I 1m sure of it . 

Well, I was going to S liY this when I star ted the 
meet ing - that I feel less happy about the s i tuation 
today t han I <.lid two weeks ago ; but what you people 
say doesn't necess~rily b ear it out . But my elbow 
aoesn ' t feel as gooJ as it did t .vo weeks ago . 

You probably feel ... 

••hat? 

I ~ean you ' ve been NLtcning the m&rket so long that 
Ahen evEr ybody gets a little happy , it's a good i deo 
to cross your fingers; End tha t ' s all to the good . 

If you tnought what I t hought - I ' m t elling you I 
don ' t f eel as - I mean t hat spurt we got tner e right 
a fter the first of the year, t~e r etail t hing , the 
f act they s eemea to clean up - the thing betNeen 
Christma s &nd !lew Years NSS awfully good - I me&n the 
way those people cleaned up their shelves a nd every
thing else. tlut then, right after that there seemed 
to be kina of a letdo.vn again. 

k complete l~ttioNn r ight after . 
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And t hen the figures t b&t you sent me in on these 
businesses, with the exception of a fe .~ chain retail 
stores, are - they ' r e all doing very b~dly. 

~l'ha t ' s right. . lhe only thing is· steel and textiles. 
xnd we don' t have the textile companies• r eport. 
Steel is better. 

olhut1 s a good textile company that does bi g 
business? 

On, Cannon. 

Cannon llills . 

bSk Kr . Cannon if he ' ll send you tne sales from 
noll on . 

Yes . 

• J•sk '-rmnon . Why don• t you get a big gasoline company 
too? I tell you, i f you ask ••.• 

New Jersey . 

li . :.l . Jr : they ' ll give it to us . 

J ' uonnell : Teagle? 

!L•J.Jr: o1hat? 

0 1Donnell : Teagle? 

R . .... . Jr : No, Jay Cr an e . Be t s the Treasurer now . 

!laas : He 1 s a banker t oo • 

.'ihite: Isn't Cannon a little too good to be r epresentl'tive 
of the wnol e industry? taey ' re a pr etty good - they 
may not be typical. Waybe Ctnnon and somebody else 
woulo be better . lney do v.ell when others fre4uently 
don 't. 

O' Donnell: Because of their i nternational business . 

d . li. J r: 11e11, tninA ~obout it. But get St andard Oil of New 
Jersey, see? 
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Jersey is rather regional. l hat is, you haven't 
got the complete ••••• 
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H. J . Jr: No, they ' ve spread out, you knoH. 

O' Donnell : The local company that is most diversifi ed is 
Texas . It is an independent, but it has retail 
outlets in every s tate. 

f! . ?J. Jr: k ll right, take 

o •vonnell : Also production and r efining unit . 

Haas : 

H. l. Jr: 

Haa s: 

D&ggit: 

iJ , - , Jr: 

Haas : 

n . .. . Jr: 

Lonigan: 

"ey not t&ke two? Ta>te 'Iexas . Texa s has t national 
di s tribution. l"lilat? 

Yes . 

s:.ver J s t6 t b . 

\~ell, l eave out St andard of New Jersey . Let ' s t ake 
Tex&s . 

l:>tandard of Ne·.~ Jersey haa got other products 11hich 
correl&te business conditions . 

~>11 right, let ' s get St andard of tlew Jersey and 
Texas, t.nd tnen get L couple of - a textile and a 
....-oolen. 

Uh-huh. 

Take Cannon and take a woolen . 

All right . 

I might try some large cotton mercha nts• organizations . 

"ell, tnin.c libout it. Th1M &bout it. 

1.11 right. 

Toat isn•t crowding you too much, 
leave Sund~y night for Illinois? 
off. 

if you (Lonigan) 
Gives you a week 

Monday night would be better for me. Wonday night 
woulo be better for me personally . 
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Monday night , 

I must get some winter clothes . I don• t have &nf 
clothes . 

I thought ;you had overalls on when ;you went out on 
this Job. 
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RE PROPOSED INCO~ TAX SETTLEUENT 
GROUP 

J anuary 26, 19J8 . 
lO: JO a .m. 

Present : 

Graves : 

llr . Magill 
!.lr. YcReynolds 
iJr . Helvering 
l.lr . Graves 
:.!r . Gaston 

I submitted to' Mr . Helvering ~ suggestion along the 
lines of our previous conferences for an experiment 
in the Los Angeles di vision, in which we would set 
up for th&t divisi on a group t o be under t he t ech
nic&l staff . That was roy proposition. That group 
would exercise for the Commissioner complete Juris
diction over the settlement of a ll c ases ori ginsting 
1n ttu.t division. 

The proposition E:s I made it W6S thb.t the present 
jurisaiction of the Revenue Agent in Charge in that 
division would be left unimpaired, but that at the 
stage wner u he decides that there is no hope of hi s 
re<.ching un agreement with the t axpayer - at the 
point, in other words, where he now would send the 
case to .lr.shington for consideration by the Bureau, 
h~ would send the case to this division of the tech
nical staff, woo would have all of the authority which 
is no•7 exercisea by the Bureau with reference to the 
settlement of tha t case; t.nd that v:ould mean tnat the 
authority of t he settlement group would be applied in 
cases prior to the issuance of the s tatutory notice 
of deficiency, as well as after . 

Mr . Helvering has some objections to the applica tion 
of that plan .vi th r eference to cases before they reach 
the statutory notice of deficiency, end he has stated 
them in a memorandum to me . Since that memorandum 
?:as given me by lo!r . Helvering, I have had further 
conferences with Ur . ~arrs, of the technical staff, 
end ~. Sherwood of the I ncome Tax Unit; and I under
stood them to say that, while they had nisgi vings as 
to the ultimate success of the plan as I proposed it, 
yet they feel there would be no material ob Jection 
to its being t r i ed as I proposed it . • nd I t hink t hat 
we have come into substantial a ccord, as far a s Mr. 
Marrs and Mr. Sherwood and myself are concerned, as 
t o the proposal to make the trial . 
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Well now, let me just get this thing. You're 
talking n little bit too technical for me, s ee? 
Vfuat I have been hoping thbt some day we'd be 
~ble to do, and that ' s what I thought we were 
going to do and still hope we•re going to do in 
Los Angeles, is, if my income t ex has been 
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e~mined GOd I am i n disa&reement with the agent, 
tnen I can go to some place in the city of Los 
Angeles and come to a definite understanding with 
every r epresentative of the Treasury as to wtwt my 
t ax is . If I can't come to an understanding, then 
the onl y - the next jump from the group that I meet 
with would be the Board of Tax Appeals. There would 
be 110 in-between . Either I•m in agreement with the 
r epresentatives of Internal Revenue or if I 1m not -
if I can't come to an agreement with them, then my 
only appeal would be the Board of Tax kppea ls. 

How, tha t's the way - the way I was talking with 
you people t ht other day . 

Well , thut ! s essentially this idee . 

Well, you sey "essentially," which i s a qualifica
tion. He (Graves) usea s qualifying word. 

1/ell , I ' d like to strike out the n essenti<.lly." 

I think you could . 

~he re~son I make tnis little statement - you both 
used some ~ual1fying ad jective. I mean is there 
anything .•. 

lher e is no other recourse . 

I•m trying to be cautious. I t hink you can strike 
•essentially" and s ay •exactly.• 

.H! right. 

Now, let•s see .... 

That • s what Harold is trying to do. He 1 s trying 
to set up a settlement group that would do s pecifically 
that thing. 
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I mean nave I- a s I unde r stand , from a l t.y m&n ' s 
vi ewpoint, i s tht. t wha t you f el lows a r e going to do? 
AnC! no 11essent i &lly 11 or • maybe" or "almost" in 
between . 

No , t ha t ' s wha t it i s . Le t me 
Go a head . 

"ht-t wil l happen i s this . Le t ' s t r ace t llr ough your 
r e t urn; t ha t ' s t h e eas i es t way to s ee it. You make 
your r e turn . A revenue t-gent ~oes over i t and com
pLres it ~!th your books , etc ., and he s ays , "We ha ve 
co:.:.e to tae conclusion you o.ve tn ada!tiorn l thousand 
doll~rs of income · t Lxes f or 19J6 . n ~ou have a confer
ence 11i th him, pr o t es t tht.t de t e r rti nation, lind you can 
co~e to no agreement . He ins i sts tha t you o ·e the 
taousand; you insist you don ' t . 

No .. t he nex t step, under t his pl en, i s tha t you may 
then bo t o t his settlement ~roup i n Los Angel es and 
ui scuss t he matber ::ith t hem . If af t e r a d i scussion 
you come t o t he conclus i on tha t it i s f ive hundr ed 
dollt. r s i ns t ead of t t housand , and you' r e will i ng to 
s~ttle on t ht. t basis , all r i ght, she ' s settl ed t hon 
llnd there . If you still i nsis t tha t you don ' t owe 
bnything mor e ana the settlement g r oup concl udes 
tht.t you o .. e ~:o thous&nd o r seven fi fty or some other 
amount in adai t i on, t nen the proposal is tha t 
i llWled i a t ely a defici ency letter s hould i ss ue , ••ni ch 
g ives you tuen a right of l' ;.>peal to the Boar d of Tax 
.b;>peals . 

•1ell, ru; ven 1 t; I - 1sn1 t t.no t say~ .mat I sa i C!? 
You ' r e saying i t t ecnni..:&lly &n;~ I s;.i d it in my 
P~> rticult..r - pecullbr· Nay . 

I t niru< t u6 t 1 s true . 

Now, a r e you (tlelverinc) willing to na ve us try t his? 

Oh yes . Yes , ... 1 c fo•• tho exper iment, Ni th ve r y neavy 
unaerscori ng of " exjJer iment, " f or t h i s r eason, and I 
t uougut you o~ht to ltnow ~> nd think about it . I can ' t 
u4;l;) but t n i nA - •men I s t uaied caemJ.str y , they tol d 
me, 11Don •t oix llCuch ;.no s ugar totether f ad t r y t o 
co~;>ouna t hem i n a morta r , bec&use you ' d ha ve an 
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~xplosion." NoN, I w~nt to visualize tais in Just 
a little different way - not, as you (Graves) sai d , 
by ob jections . Those wer e Just suggestions; I dion•t 
mean t hem as objections. 

~ow, we 'll take the s ame illustretion,Mr . Magill 
used . You're the t axpayer and the agent bas sai d 
to you th~t you owe a thousand dollars more . You•re 
not in agreement Nith tha t a t all . The t axpayer 
goes over to this settlement group. The settlement 
group either agr ees or doesn ' t agree with the &gent. 
If it agrees with him, af t er this he~ing i s hBd a 
~J-day letter is issued . Now, aft er the 90-day 
l e tter is issued ther e is only one t hing for aim to 
do , t r y to settle 1t 1.i th the settle:nent group or, 
finally , try it before the Board . 

Now, you ' r e the t axpayer and ~ac 1 s the Agent in 
.:har.;e and we ' re the settlement group. Now, you 1ve 
gone t o tne extent you can Nith the Agent in Charge . 
The s ettlement gr oup - ) 'OU 1 ve t alked to them; and 
the 90-day l etter i s issued on wha t you know is the 
concensus of the settlement board and the agent; and 
it takes away from you a ne1•1 hearing before a strictl y 
settl ement gro~p before you finally go to tria l, 
beceuse you would say , na tural l y, • Well, I've been 
before those fellows; tney 1 ve objected and sent me 
this 90- day . No use ~ going back to t hem . " 

a . :.: . Jr : • ell, that's just what we .tant . 

lielvcring : If tha t's wll&t you ~>ant •...• 

8 . <. Jr : .7e oon 1 t want these f elloNs coming back to Washington. 
/, e aon• t want tnem hiring Washington lawyers . This is 
Just exactly whut I want . This fellow knows be can 
e i ther settle with the settlement group or go to the 
Board of Tax Appeals . 'l:his group i s there . That' s 
his l ast resort , a s far as the Treasury i s concerned . 
That ' s exactly whet I went. 

Relvering : Well , of course , we ' d have to c hange that procedure 
a little on that. 

B .~ . Jr : I mean either - this i s a little court that we set up 
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repr esenting everybody . 'lhey sit down with the 
ttx~&yer . And we 1 r e put ting it in his beckyard 
so tht t b~ doesn't have to go to t ll t he expense 
and inconvtoience 

t!elvering : Have you (Grt.ves) your memor&nd um there? 
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n . • t. Jr: ... ' nd tll tne busin~ss b6ck and for th. And he knoHs 
tUt t 1.nen he £:o:ts his 90-day letter tht~ t is tue fin&l 
exprE>sSL.ln of opinion of the complete Treasury - Chief 
Couns~l , Genen.l Counsel , Under Secr etar y , Secr e t a r y , 
~ou~ission~r of Internal Revenue, and ever y other 
god-d~mn so- vnu- so . 

O~ston : Guy, woul~ it improve t ne set-up from your standpoi nt 
if nc ~ia no t h~v~ access to the s ettlement group 
t.:ntil c l't t r tne 90- dE.y lett<.r bud issued; in other 
.. orus, to preserve the l uthori ty of the agent up to 
t m t ,>oint.? 

Hdvering: .• ell, thr. t ' s wh£ t I .v. 9 thinking ~ bout under this 
p&rticUllll' pt•ocedure . Noll , the Secr etary ht 9 put 
10 li ttlt:. diff erent slant on th&t . 

J:I • .A. Jr: No, I - look. here; no .. , look . Tnis tning isn ' t 
ri 6 ic 1n tho; s<!nse . .••• HE. r olJ :~anted to try it 
in tit. Yor.~~: . I sai d , "No , it ' s too impor t ant . Le t ' s 
get the bugs out o. it . ~et • s try it t n i :; I'.I>Y <.r.d 
let ' s rllll 1 t <. l ong for a .mile . " I oe£.:: t h13 fellow 
.,ocs in :.nJ h~o sees t nis group ana he ..rnoss i f he 
c~.n • t - tht .;nol e pressur e - the nhol e i de< , LS I 
6tt it, i :~ th:.. t ne 1 9 got to settle it .vith t his group 
or be b~ ts & ~0-day . r.nd th~re is no otho:r pla ce, 
but t nis is th<: on~ a nd only g r oup . r:h<. t ' s the sense 
of h~ving t11o boa1•us - I mean t ·11i ce . He ~;e ts in ther " ; 
tnese fello\'ls should be J)~ tient, t ney shoul d be fair, 
tney should be Just . They s boula listen to him and 
try to meet nim, try to settlE it . ::o,,, if they 
can ' t settle it - "All right, Yr . Jones, tnere 1 s no 
other pl ace, as f a r Ls the TreLsury is concernEd, for 
you to go, r nd if you don ' t ugree you get your 90-day 
letter . " 

Now, to give them <.nother thing end another loophole -
it just spoils tne wnole thing . 

Hulver1ng : Now, will you read this paragraph? 
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And you and I a~ everybody here have got the 
right t o pick flaws in it after she's going for 
a whil e . · 

Which? "Functi ons of Set tlement Group"? 
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Helvering: Yes. You r ead that. If that ' s your idea, why then, 
I •m perfectly in agreement . 

H. !.l.Jr: 

Graves: 

"Functions of Settlement Group.-- The proposed 
settlement group ·· · · " -let me read back ahead 
of that. Shall I? 

"The settlement group should be composed of the 
best settlement men cvailable (probcbly not fewer 
than ten &t the beginning), cnosen from the Technical 
St aff, the Conference Division, and the Engineering 
and Valuation Division. It should heve an ample 
corps of auditors and clerks . It should be headed 
by a meFber of the Technical Staff or a conferee who 
has sho~~ outstanding ability in the direction of 
settlement work. It is· my opinion that for the 
duration of the experimental period this officer 
should r eport to, and be subject to the d i rection 
of, the head of the Technical Staff in Washington. 

"Functions of Settlement Group.-- The proposed 
settlement group should (a) grant a hearing to every 
taxpayer woo after full discussion of his case in the 
office of the r evenue agent in charge, st~l protests 
the agent ' s findings; (b) make on behalf of the 
Commissioner a fincl administrative determination 
of the deficiency or overassessment, and endeavor to 
secure the taxpayer's agreement thereto; (c) send the 
case back to the revenue agent 1n charge for such 
action as may be required to ca rry out the determina
tion, including the issurance of a statutory notice 
of deficiency when necessary; and (d) negotiate 
settlement after the issuan~e of the s tatutory notice 
whenever it seems advisable." 

NoN, I don't understand .••• 

•lell, after the t a.xpayer has received his notice of 
deficiency and if he wants to come in • • • • 
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Oh, he still has a chance? 

olith tbe same body . 

On, you mean after he gets the 90-day letter he 
c~ s t ill come back. 

Yes . 

Nould t hey change th~ir opinion? 

They might . 

Be has t he opportunity to dis-- come in and discuss 
the case, but ~ith the same body . 

That ' s a very important thing . 

Tha t • s a nett wrinkle to it. 
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At the present time they bppeal to the Board of Tax 
Appeals each year somewhere a round 4500 cases - i sn ' t 
it? . 

rlelvering: Where? 

a .• . Jr: Tne Boara of Tcx Appeals - Lbout 45J0 appeals filed 
per 11nnum? 

rlelvering : Little more then that. 

Magill : The Board act ually hears and determines, of those, 
only somewher e ar ound a thousa nd . The other J 500, 
and in f act more than t hat, a re settled by this 
Technical Staff d 0 11n here or by the General Counsel• s 
office. 

B.!J • .rr: .!ell, I t hink tais i s even still .fa irer. This gives 
the fellow - a fter he gets o 90-day letter ne can 
sti ll come bac~ to t his group . He get s the 90-day 
letter and after sleeping over it he says, "llaybe I 
do ~ant to settle . • He CLn still come back to this 
s ame group . Sounds all right t o me . But t his is 
in add! tion. 

Graves: No, thut was in the original plan . 
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Just throws everything that no•v exists any place 
else into that group . 

34 

That ' s wh& t I'm t rying to do. llaybe it 1 s all fl'Oil8 . 
I t hink it ' s wor th trying. 

" Legal Ct aff .--A pic~ed group of attorneys from the 
Caief Counsel ' s office should be assigned to duty 
wi th t he proposea settlement group, to (a) advise 
thr. settlement group on re,,uest with respect to legal 
4uesti ons arising in the considera tion of taxpayers• 
protests; (b) examine cases in which statutory notices 
of defici ency are to be i ssued and advise whether the 
proposed determination can be successfully defended on 
apperl ; and (c) represent the Commissioner in the trial 
of &ppealed cases befor e the Boa rd of Tax Appeals . 
Toe legal staff should have no authority to settle 
or ses lndependentl, ol" tile administra tive settlement 
group ." 

Check on tnat. 

".Boar d of Tax .lippeals . --'lne cooperation of the Board 
of Tax Aypeals snould be obt ained in arranging for 
early hearings in Los Angeles on &ppeals groNing out 
of to~ det erminations made by the proposed settlement 
group . The cooperation of the Board should be sought 
also .1i tn ~ vie.v t o insuring tllb t a ll such ttppeals 
snoul~ be set for trial on the Board ' s field CLlendar, 
except in instances wnere cssignment to the Ro shington 
cclendtr is agreed t o by the Government. 

"Revenue ;,gent 's Office . --The present autnority und 
r esponsibility of the agent in charge a t Los Angeles 
l"or the examinati on a nd settlement of income-tax oases 
should be continued without curtailment." 

'lne only thing is this l eghl staff . Is this another 
st~ff in addition to the Technical Staff? 

It woula be part of tnis same settlement gr oup. 

xgain your idea of trying to get one body to do oll 
tht! settling . 

But the authority flows t hrough the Revenue Agent' s 
office to the Commiss i oner. Is tha t right? 
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That's right. 

And it doesn ' t - it r eally flows through- this 
~hole group is responsible through the Revenue Agent 
to the Commissioner and there is no diVided authority 
wnere some of these lawyers go to Oliphant &nd some of 
them go to ttle Coi!UIIissioner; but the whole t bing -
tnis group is responsible ttl rough the Revenue Agent ' s 
office to the Commissioner . 

Vlell, not through the Revenue Agent. Responsi ble 
u i rectly to the Commissioner. 

I mean the r esponsibi lity is to him? 

Yes . ~ 

So there is no .•.• 

~ . Helvering himself ~ade this suggestion, and I 
certainly concur in i t: that after - that is, it bears 
on . • . - that after the petition is filed with the 
Board of Tax Appea ls, if the represent ative of Chi ef 
Counsel who is att&ched to this group feels thl't the 
case should be tried and tho head of this settlement 
group feels it should not be tried - in such a case 
he feels, ana I feel too, th<t it should be tried . 
In other Nords, after the petition is filed the con
currence of both tne cbidf settlement mun &nd the 
vhief Counsel ' s representa tive would be necess~ry if 
tnere is to be any s ettlement . 

Necess~r~ for a settlement . If they aon • t agree, it ' s 
to be tried . 

Ycl:l : I tnink that ' s basic . I don 't tnink you can duck 
th&t . If either one of them feel that the thing 
ougnt to be tried before the Boara of Tax Appeals 
r a ther tnan L compromise settlement made, I think 
it ougn t to go to t ri& l. Tba t ' s the only safe way 
to n1-ndle it. 

l:lelvering : Wany times ttle equity of the case would appeal to a 
person in settlement when the legal phases of the 
case could absolutely be defended . 

B . ~ . Jr : Has Oliphant seen this? 
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Not that I know of . 

You ought to see him. 

I should think so . It's essentia lly a matter 
within t he 
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~·ell , you're 
a r en't you? 
now . 

going to drnw on him for lawyers, 
Take this very thing you 1 re discussing 

Have you (Oraves) got lawyers in Los Angeles now? 

Yes, but I doubt that we ' ll use them-on this. I 
t hink tne settlement group - these lawyers would 
come from the Appeal s Uivisi on of the Chief Counsel's office . 

Well tnen, 11e certainly OUI!;ht to discuss it with him. 
'r'iha t? 

l,'e ought to discuss it with him . 

Now Just one thing I wont done . Could i t be 
possible for the Treasury to supply the t axpayer 
with counsel? 

No! Absolutely not. I•ve seen tnst trie9 - veteran's 
counsel una tnings of th' t llort . You can t be on two 
s i des . Your set t l ement ~an is i nterested; the Com
missioner of Internal Revenue is interested, i n giving 
him wh1 t .• e • s entitled to. You• r e not trying to 
collect something that i sn ' t due under the l aw . You 
make the determinati on tha t it is due under the law. 
And 1!' you try to a ssign Oovernment employees to 
r epr esent the taxpayer ' s interes t a s against t he 
uovernment•s interest, 1 think you Jus t get your 
issues "11 mixed, <:nd you 'd find those fellows as 
yot' did - see, tile ve teran• s counsel was furnished by Vet erans Bureau •.• 

All right , f orget it . All right. O.K., you1 ve 
said enough. 

Jus t one thought. I'd like to say in that connection 
it seems to me that this settlement board ought to 
be so operated tnat u man Will get as good or better 
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r esults without counsel before that board than 
he would Nith counsel. 

Not necessarily bet ter. 
could be be t t.er. Ought 
diff erence . 

I don ' t see how it 
not t o be a par ticle of 

I brought out the point I want ed to make . 

!iow, when you going to start t his? 

olell , I've t alked that over with the people in
!Jr . Helvering ' s associates in the Bureau, and I 
feel tnat if Ne get right a t tnis thing and make 
our pl ans and pick our personnel and rent our 
space, which <le ' d have to do out tnere because 
t~ere ' s no ;eder~l building c vailable - that we 
could get going on tnis taing first of Karch . 

Well , not later . No t l a ter; that ' s the deadline. 

~11 right . Does tna t strike you 
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de!vering: Xes , I t hink we ca n get 1t done . 

H. 4. Jr: II ell , t na t ' s the deadline . 

Graves: 

~a gill : 

lcR : 

No.·; , do we want t o announce anything c.bout this in 
aavance or do we just Rant t o go ahead and try to 
do it? 

I would pr efer not to have ~ny announcement, at 
least until ae ~ve crystallized our set-up much 

Oh , I t hink tha t ' s true . When you have actually 
got your personnel together and they are going t o 
do it, I think t hen 1.n announcement <~ould be 
desirable . 

Ai' t er we do it . .. 
o'louldn' t it be better to have your announcement 11 

local announcement covering the t~rritory - parti
cularly he&ding into the t erritory wher e you ' r e 
going to oper at e? 
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Gaston: I t hink for two reasons - one is tha t when this gr oup 
get out there started to going , why, somebody will 
learn, there 'Mill be some stories about it there , 
somebody Hill learn you a r e out there - then tnere 
ought to be e franx s tatement about what you are doing 
locally . 

U • .J .Jr: nell, I ' ll tell you wha t I llad in mind; you people 
can thinK about it . I th9ugnt that just before H~rold 
started out fie might ge t the people together wno are 
inter est ed in nriting this thing and explain to them 
just .vn~at our objective is, so we can get a decent 
story . 

rlelvering : You mcrn the l ocal - the .Treasury man Just befor e he 
s tar.ts out tnere . 

Magill : I thl~ tha t ' s f air enough, becuuse they ' r e going 

ll • .o~ . Jr : n nd s i t down and t~>ke an 11our - special meeting - and 
go into g r eatest detail a nd explain this tning to 
them. 

Hel vering : ihe experience i/hen ne established these others -
no•7 , this is very much better, wtd when we set up 
t hese others, I t~ - n~ll , it goes f arther , in 
the first place • 

.. cR: ''ell, it ' s a <ievelo,Jment. You're learning, you• re 
gettin; sometning from experi ence . 

llelvering : I ha ve in mY f iles a great mn ny clippings from the 
Ohio - ~he Cleveland and Toledo pa pers - a gr ea t 
deal , and ••• 

d • ..t .Jr: ~/ell, this is so much further, it' s so close to my 
heart - I •m not saying this is the way it s hould be 
aone, but I 1d liKe Gaston t o tn1n~ about it, and t he 
rest of us. I thi~ just before we open up on the 
first of Uarcn - I t hi~ on the first of ~arch the 
thing should be explained nere . I t hink this is of 
na tiona l importa nce . 

"olllgill : I t hink so too . 
rumors are going 
in twisted form . 

Furthermore, if you don ' t ao that, 
to seep out and the t hing gets out 
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You c an ' t avoid it. I think the boss is probably 
right on thnt. If you don't give them a correct 
stor y1 you'll get an incorrect story. 
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I thinr. you'll nave to do it before the first of 
Uarcn, as ~ matter of fact, because you'll be ta~ing 
to some of these fellows dolfn 1n the Unit about going 
out there ana so on, and the thing will gradual ly get 
out. 

Now, you (Helvering) ar e willing to try it? 

(Nods yes) 

The great trouble is, everybody a round her e wants 
to be detailed for the month of Karch to Los 
hngeles, so tney can watcn tnis t hing . I tnt~ 
I•ll nsvt to go out myself. 

( Laugus) 

nll right . 

Of course , I don ' t .vant to be accused of being 
Scotch on this . 

But •••. 

But it ' s going to be£ very expensive operction. 
Nhcn it is ol l set, if th13 is t. success r.nd •e 
ta~e it over the United States, it is going to be 
a much more expensive operation than we hove now . 

I uon• t thiDA so, after you get it started, bee use 
I think the three hundred men that you ' ve got .lOing 
this thing - I think you'll find you ' ll be cbh t o 
cut them uo.m to two hundr ud . 

Guy, you're •..• 

I tni~ you•re going to sf ve money. 

Of course, your second s t .. p on tnis, l.f 1 ~ cov -
you approve lt, Will be to ext~nd tnis s- ttlc~ t 
group ' s juri sdiction over tll your est Co st ~•

t ric ts , so tnut you won 't be cretting ~ore '~~~·----= 
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groups, but you'll be merely expanding t his 
settlement gr oup. 

lulveringr Have 11 i n t he United Stetes, I under stand . 

d . • Jr: But you' ve got how many men doing tnis revie~ing 1 ~bout three hundred? 
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Or vws: .. bout tnree hundred, inclu.Jlng tOe Appeals Di vi sion 
ot the Chief Counsel ' s office, doing settlement wo rk. 

H •• Jr: I think you ' re going to cut do.m tnat stal'f by a 
third - wher e you ' re going to save coney . •• 11 be 
d1SEpj)ointed it you don• t . 

litlv,r i fl& : .. ell, or course . .•• 

Acrt : Guy s till seys i t ' s bn e xperi:aent 6nd Ne 1 ll find .... 

ti . ~ . Jr : I ' d say it ' s an experiment . 

cR : 1h~ boss is t he one t nnt insis t s it be a n experiment . 

11 . • Jr : "ell, i1' I nlia 1'ollo.•cd tnis fello7t (Graves) - he 
w• s going to snoot tile whole ,;orks ln five counties 
in tne greh t city of New ~ork. But I sa id - they said 
tJc, 1 ve go t lJJJ cuses in ~os Aneeles- •Le t ' s try 
1L tn~re, lit le&st I want to watch it. • 

.uclvt 1"4 : •nc retson I s£ i a it *i ll b6 more expensive , Mr . 
""cret lo r / 1 i s thLt you ~re provioing s cedilll:l wner eby 
• v~ry l ittle taxpayer wil. co~e in, which is all 
right; ne•s entitleo to it Just the s&me as enybo~y 
else . But of tne lb 1 JJ) deficiency letters we now 
issue t ye&r , ther e ' s only S, JOO ever come to any 

n . - . Jr: •ell , you don ' t know . Now, I broadenst aft er 
t'r:>l uaor 11111 Stsrr Jyors suid tha t !.!r . Herbert 
doov~r was being per s ecuted tnvt I ,.oul d see anybody 
en~ neo.r enybo.!y tht 1. wtos l eing per secuted; and I 
.;1-Jn 1 t na Y t to see a fellow . One !'ellow was going to 
sno• up from &os ton , ~nu somebody t i pped him of f not 
t~ ~Om< , bec&use he r wa lized he Nus e bad boy. And 
1 n~v~r did hL v. to a 011 a nybody • 

.. ~ ell , at c:>urse, Ouy •s alt~nlng a memorandU!ll with 
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respect to all of those cases that come in, 
and of course there isn 1 t a single one of them that 
isn' t lousy. 

a .• . Jr: Nell , lett s try this thing, and we all have our 
fingers crossed . 

Belvering : Don't get the idee that I•m opposing this. 
Remember , I was quite energetic in proposing 
the Cleveland tning . Now, tnat didn' t work out 
as good as this will . 

J:! . :.I . Jr: Well, let 1 a try it . i'le 1 r e hoping . But this is 
someth!.lg I 1 m very much interested in . 

~ 
:!&gill : Well , .. e better see llr . Oliphant at once . 

rl . ~ . Jr : Yes . But no~, listen, g~nllemen . This starts to 
roll tne first of March. No excuses accepted. 
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H .l!.Jr: 

Operator: 

H.!.l. Jr: 
Dr. 
~e1s: 

H.!.!. Jr: 

F: 

H . II. J r: 

!L!!.Jr~ 

r : 

H. t!.Jr: 

F: 

H. L! .Jr: 

F: 

F: 

F: 

H.!.!.Jr: 

Hello. 

Dr. Feie. Go ahead. 

Hello. 

Good l'lorning. 

Hello Herbert. 

Did you have a good time? 

Oh we had a swell rect . 

January 28, 10~8. 
ll:28 a.m. 

Cood !or you. Did you go to Sea Ielend again? 

Yea. 

Stay in t h e hotel, or di d you have ~ bouce? 

Had a cottage. 

Oh, that sounds gr~~nd, Henry -

47 

The Spanish Ambassador has been in to talk about 
t he pos~!~ility of selling silver to this Govern
ment. 

Yes. 

We stated that we believed you'd be willing to 
discuss it with him. 

Sure. 

Could you do that? 

Sure. 

He suggested that- he suggested quite polite~, 
I mean, Just saying that if by any chance tomorrow 
morning was convenient t or you, it would be a very 
good time for h i m. 

Well , let me Just see, I ' m ceeing the Chinese 1n 
a moment. Tomorrow is not a very good tillle, but 
tomorrow ~!ternoon would be. 
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F: 

H.ll.Jr: 

F: 

H.!J.Jr: 

F: 

H.U.Jr: 

F: 

H. !1. .Jr: 

r: 

H. !J.Jr: 

F: 

H. !.l.Jr: 

F: 

:! • !.! .Jr: 

48 
- 2 -

In the afternoon? 

Yea. 

All right. What t1llle? 

Supposing we Sa:/ three o'clock. 

All right. 

Do you want to come over? 

Right. Suppose I do. 

I think it would be very nice. 

Al~ right. Now, we asked him Just one question. 

Yes . 

Thinking th~t that's something you'd probably 
would want to ask him . 

Yes. 

was that silver in Spain or outside or Spain . 

Yeo. 

And he's finding out. 

I see . 

And I expect he'll hnve that information by tomorrow. 

All right. 

Now on the Hungarian thing. 

Oh, yee. 

·:~ear1ng yesterday afternoon that TOU were back. 
That's the firet ti.ae I had heard it. 

Ye:J. 

I sent a note or reminder down to the Seorettry. 
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H.!.!.Jr: 

F: 

ii.l!.Jr: 

F: 

H.U.Jr: 

F: 

H . I!.Jr: 

F: 

- ~-

0. K. 

All right. I 1D83 have some word on that by 
tomorrow. 

All r1ght. Be good. 

I'll try. 

What? 

.. . 49 

I ' ll try. And listen, we've got our troubles over 
here. 

I don' t know whether you 
eaw Cochran ' s cable that came i n l at e last night . 

I think it wae an extremelY interesting cable. 

, '!Pry goo:i ce.ble . 

Yea. 

Plc~~e . ~o soon as you know when-J apan ' s zoing to 
declare war let me know. 

· All r ight. I haven 't gone through the Far Eastern 
yet -

Well, I mean i t t here's anything on t hat -

This morning - i t there 1 s anything 1n this morni ng •s 
cable, I ' ll let you know. I haven ' t started -

I mean - becau.ee t hat 1 e terriblY i mportant t r om our 
standpo1nt. 

Right. Have you - by the way, we haven't heard 
anyth1ng more ot any new reoent gold movements -

There aren't any. 

There have not b een any. 

There haven't been any . 

No. 

There haven't been any this year. 
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r: 

H.Jl.Jr: 

F: 

H.ll.Jr: 

r : 

H.ll.Jr: 

F: 

H.ll.Jr: 

F: 

. III . Jr: 

!bat's what I thought. 

And no notioee. And 1Doidentall.1 -

Have you got thea tied down with a promiee that 
t~ey'll give you advance notice? 

Oh, yea. 

You have. 

Oh, they made them promise to H&rriean of the 
Federal Reserve, the Bank of Japan would notify 
them 1D advance. 

I eee. 

Would notify the Federal Reserve of New York. 

I eee. 

50 

And 1Doidentall.y their balances have been standing 
and they stick right around f orty two million 
dollars, 1D New York. 

I know. Damn. 

What? 

Sure, these fellowe had tremendou.s etook, eee? 'l'hen 
furthermore, ae the military reports bring out 
Henry, they're not uetng much ammunition 1D thte 
oampatgn . 

That's rtght. 

They're using a hell of a lot ot oll . 

I eee. 

But I heard one military man say that probably more 
ammunition wae used up 1D a etngle day in the batt» 
ot Verdunne than the Jape had used ever einoe going 
into Ch1na. 

Well, I'll be glad to eee you tomorrow • 

All right. 

Goodbye. 
Qoodb,ye. 
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u TREASURY DEPART MENT 'to-~~ .... 
-· 

WASHING10H 

Jlil\uary 26, 1938. 

On September 15, 1937, you directed me to assume the duty 
ot coordinating the act iTitiea or the Entoroemant Agencies ot 
the Treasury Department . 

Your coordination program was put into ettact during August, 
1934, by Ur. lla.rold N. Grana end under hia auperrtsion con
atructin progress and aajor changes in antoro.,..nt 't*trua!l\ 
ware accomplished, At the outset, a Coordinating Coaa1 ttae 
to:m&d conaisting or the heads or the anroroement agencies at 
ilaehington and their assistants, end the periodical meetings with 
Nr. GraTes aer...ed as the means ot establishing a close relation
ship between these actiTities which theretofore had to a very 
large extent functioned independently, The meetings have fUrthered 
the deTalopment or coordination by the process ot determining the 
problems or each entoroement agency and dealing with tham from 
the viewpoint or e coordinated group. 

l1'han this plan was comnenced, the prl.JIIary thought was to 
suppress the trec>andous smuggling or alcohol into ond between the 
porta or entry o~ this country. An intormaUon exchange was i n
augurated between the Alcohol Tax Unit , Guatoms Ser...ice and Coast 
Guard whereby intelligence concerning the actiTitias ot smugglers 
was promptly and torcafully acted upon by the consolidated Corea. 
The moat attect1ve ilimediate raeults were obtained on the Cult 
and the \last Coast . Forty-six detandanta ware indicted at New 
Orleans and on the Pecitio Coast another group or torty-six 
violators were indicted, convictions being obtained in most oases, 

The problem on the Atlantic Coast was more complicated, as 
the aloobol smuggling operations ware on a muoh larger scale. Thie 
waa met by tha creation in November, 1935, ot e special smuggling 
committee consisting or representatiTaa or the Alcohol Tax Unit , 
Bureau ot Customs and Coast Guard , with headquarters at New Yorlc 
City. This comoittee sqpar.iaed the in.eatigationa ot all otticera 
ot the three aer.icea e.ngaged in the entoro-nt and pr&YantioA ot 
....uegling trom lo!aine to Virginia . 

The concentrated effort at New York City raeulted in the 
daTalopaent or cases involTing tour abipa and eighty- tour 
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deteD4uts, Another oaae related to the seizure ot :!0 , 000 gallons 
ot alcohol and a boat when the .. ugglers attCilQ)ted UDloadiDS at 

New Jereey , This seizure cauoed the return ot the D>Othar ehip 
~HILLJ'IRN" to Antwerp with the rema1n1DS 150, 000 gallons ot alcohol 
which they were unable to land, 

'l'be coordinated dr1Te agdnat -·ggliDS wee ooat etteot1Te IUid 

reduced w a o1n1.- alcohol a:!111ggl1DS on all coasts aD4 borders ot 
this country, It i s bec01Din8 more evident that there is no extensin 

9111U88l1Dg or alcohol into this country. However , it is essential 
that close aD4 constant supervision be maintained in order to aT01d 
a reSUilqltion ot liquor 811luggl1ng, and we are zealously rollow1118 out 

every lead aloDS this line, OUr program 1s to make certain that 
li'luor auuJ.iDS is kept at an absolute minimum, For e:mmple, recent 

aetiTity indicated attempts ot smuaglera to briDS in alcohol trom 
Europe. Ceretul inToatigation deYeloped that the ahipments were 
directed toward Canada. Such work is constantly being done. 

l1Hh1n the post e1s}lteen months you directed t .hst rorcetul 
action be taken agoinat the smu841iDS or narcotics into this 
country. The Treasury entorotllllent services haTe token hold Tigor
ously and the problem is or such major Unportanoe ae to require the 
concentrated efforts ot all ageneioe to accomplish errectiTe reeults. 

You will recall thot United States Attorney Hardy or •r..., Yorlc City 
IUid h i u assistant, J.:r, Jo:artin , called at your otrice duriDS 1!117 ot 
1936 IUid complained or the personnel ot the llarcotic Sarrtoe at !lew 
York City , .>'yec1al Asont in Charge Palmer ot the Intelligence Unit 
\'tllS nosigned to moko an inTestigation ot that organization aD4 as a 
consequence there wore eleven rtllllOvnls end transters , includill6 the 
,Aeent in Cherge. Picked men trom other sections or the country 
lfere aasigned w !lew Yorl.: as replacements and to supply adell UoD.Bl 
peruonnel, so that there are at this time t1tty Narcot ic Agente 
r.orkins in new York C1 ty. Garland •111118l:l9, an experienced and 
i ntel lisent otticor ot the CUst01115 Agency employed in Texas, was 
transtorred to the Narcotics Bureau and placed i n charge of the 
:le\1 York Division, and ten Border Patrolmen tram the Customs Janice 
were essiened t o Slll)plament his terce, This entire llarcotics personnel 

is now employed under the direct auporrtsl,_on ot llr. \lillisms and they 

are eccoapliebiDS excellent results , '!he narcotic situation at llaw 
Yorlt City bas been acute tor seTorel years and tho taTOrable publicity 

tollomng the ontorcoment resul ta is most COI!Illondable . 

On the Pacific Coast there was set up a aupenisory narooti o 
entorc ... nt progxe.m duriDS October ot 1936, coToring tba entire 

\.eat Coaat section trom tbe Uexican to tho Cenadian borders, 'nlia 
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activity 18 under t he inmediate euperrieion ot Cuetoma Agent 
L:elv1n L. Hanke. 

This past e\IIID8r I viei ted each ot the i.z:lportant points 
on the PacU'ic Coast and lli.IID4rcua egants eneeged upon this 
activity were intarriawed. Equlpr:>ent ,...., inapechd and a 
pl'O£l'W'I outlined. Socle arrest s and sei zures have bean l!ll!da 
by this organization and t hay are continuine their work zealously. 
It is ey opinion that the amuggling ot narcotics i nto the Pacific 
Coast porte is not a serious problem. Various seizures have bee n 
made in t ha t area which have bean traced back to New York and 
there is reason to believe that most or the supply or narcotics 
in the western areo. doeo not come in thrcush those coastal porta 
but is smuggled into the port or llew York lllld shipped or carried 
to the west coast . 

l.lr. Burford ot the Intelligence t1n1 t and llr. Sbambart or 
the Customs Bntoresoent Unit. nere recently directed to make a 
surrey or the narcotic situation on the Pac1tio Coeat to deter
oine whether the continuance of this actiYUy under CUstoms 
Agent llanlcs was justified. They concluded that the organization 
should continue ita work , and made recommendations tor changes 
which would eff ect a saving i n expense , and , at the same time, 
not jeopardize the activities or this g roup . They pointed out 
in t heir report that the work had deTeloped i .nt o a pr eventive 
retber than en enforcement program, undoubtedly due to tba very 
close supervision ot all persons suspected ot handling narcotics . 
L1Y personal observations or the sit uation, gained traD the trip 
last ~r. togethor wit h into~tion as to the activit ies and 
results ot this group , indicat ed to me that the recommendations 
or these off'icers were proper , and I concurred in their tindtngs , 
Which have been approved by you and put into etreot. 

There is no doubt that narcotics ftre being smuggled int o tbie 
country, but there ia no aut hentic information as to the amount 
be i ng brousht in. It hos been a long time s ince an int el l igent 
surTay of narcotic addiction in the United Stat es was made . It 
thi s were known, wc could detemine t he wnount or illicit narcot ics 
smut:Sled into the country. Recently, Mr. An slinger had his New Yo ric 
ngents make 8 surrey or nnreot1c addi ction in fifty-one counties or 
lle\7 York State, outside or Uaw York Ci t y , with the following results: 

Number ot Addict s 
Population !.!edioal Criminal ~ 

5 , 290 , 683 778 !166 1,344 

- 3 -

Addicts per 10,000 
Population 

Medical Criminal !!!l!! 

1 .070 2 .!140 
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Al.tho\141h 1ntereat1J18, tbesa tlgurea cumot he appl1ed aa a 
,...~nt tor the an tift coUDtry , and ~.,. ere not particul.ar}J' 
helpfUl in datarwdnlng to what extant non-medical a441ction doea 
exiat throusJ!out the United statea. Bowornr, J.lr • .Analin8er 1a 
now cauain8 a aurYq ot non-medical a441ct1on to be made in one 
State in each or the tirtaan Trauury Dietrich and be ia coq,111n8 
information obtained rrom State and Municipal authorities with data 
secured by the Narcotics Bureau. It 1a our belier that this surny 
will ~1ve a rairly accurate conclusion aa to the extant of non
medical addiction. 

A recent aurYq was made or antoro-nt measures 1n attect in 
Puarto Rico , the Dcmin1can Republic, the Virgin Ialanda, and at the 
._ tille inquiry -s made in the B:ri tiab , h-encb and Netherlanda 
\feat Indies , w1 th particular reference to the possib111 ty ot 
8111U81!11n8 narcotics and alcohol into the mainland or the United 
Statu. 

The COCJDittea was CCJI:IPOSed or Ur, Thompson, or the Secretary' • 
otrica, Ur, Gorman , or tha Cust<llls Bureau, and Lieutenant Pollio, 
or the Coaat Guard, Their report contains lllllJlY constructive sug
gestions and their recommendations wttb respect to personnel cbangea 
o.nd proposed procedure w1 tb the objeotin or ..,inta1nin8 good will 
w1 th the or1'iciala or the ~lest Indiea are now beill8 considered, 

The r orego 1n8 llllttara are cC!:Dented upon a a t hq provide an 
outline or the ..,Jor accomplien-nta or the coordination program; 
however, an important phase or this activity is the malntanance 
or proper intelligence concerning vioLators or all Lan entoroed 
by tba Treasury Department, together with proq,t end etteotive use 
or such intol'lllation, A constant 11a1eon and control baa been 
establiabed Whereby intormation ie promptly transmitted to the 
agencies tor ~ediate action. A ayatea or tiles bas been installed 
to correlate 1ntormat1on obtained rrcm all eourcea. Charta have 
been prepared tor the purpose or viaualizing progress in entoroement 
work, the result or spacial drives and the proper allocation or 
personnel. Studies are alao being made w1 t b a view to the proposed 
consolidation. 

Thera are numerous other chall808 Which are the result or 
coordination t hat will be co-.nted upon briefly, all or which ban 
tor their purpose illlproved IIWithoda or invutigation and 8 davelop
ment or the pereonnal througjl instruction. 

-. -
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Treaeury training schoob hue been held throushout the 
country and beva bean attended tor pe.riods ot ~ weeks by a 
total ot 2, 792 persons. Practiaal.ly tb.e entire personnel at 
the entoraoment units bes bed this course ot trainLng and 
there is reason to believe tbet it bas assisted .. tarially in 
tmproTing the efficiency and intelligence ot these officers. 
The Intelligence Unit held eohools tor a period ot no week a 
tor each ot the agents ot ita orsanization. The courses in 
th13 aohool related particularly to tbe work ot the Int elligence 
Unit , such as tax treud investigations, personnel inquiries , 
etc. , lind it i s bel18Ta4 that the aame good results were 
obtained fl'OIII these schools as from tbs Treasury agency eohools. 
Uarkmenship contests have been inaugurat~ and have been par
ticipated in by agents trom all over the United States. It is 
the purpose to continue these cont ests in this coming year. 
Revised and uP-to- date manuals of inst ruct iono have been issued 
to certain ot the agencies and are being preparad tor the other 
agencies, to anable the personnel to have the most ~~~>-to-date 

instruction with respect to their duties. 

'!he 8\ll)errlsion ot the CUstoms Border Patrol Service baa 
been transferred trca the Collectors ot CUstoms to the CuatOCI8 
Agents with good results; the activities ot the patrolmen are 
more closely allied to those or the Customs Agents than to the 
administrative work ot the personnel under the direction ot the 
Collector ot Customs. It will be ot interest to not e that , 
prior to coordination, but 2~ ot the Cust0111.11 investigative 
units' activities were devoted to criminal investigations, 
whereas at the present time approximately ~ ot that personnel 
i8 80 41!1PlOyed, 

On December 1, 1936, there was e realignment ot the enforce
ment diVisions throughout the count ry to correspond with the 
terri to rial aligDI!lents or the Alcohol Tax 'O'ni t so that there a.re 
now t1tteen Treasury Distriate. 'lhe purpose ot th.ia change was 
to have unitormi ty in area supervision and to have the headquarters 
ot each agenc:r tor the reepeotive districts in the aame city to 
provide closer contact between the 9\ll)ervisory officer s , 'lhe 
procedure hes been established ae a !lllltter ot routine whereby the 
personnel and equipment ot one agency is used by another agenoy, 
depending upon the immediate need. 

'lhe arrangements necesaitnted bY the concentrated drives 
against eusgl.ing ot liquor en4 narcotics raquired an analysis 
en4 aelectlon or personnel which baa provided the coordinated 
agencies with a mobile and specialized torce. 'they are 110rld.Dg 
toge ther splendidly and there 1a an esprit de oorpa that 1a 110et 
encouraging, 'l'be periodical meeti.nga et my office ot the head• 
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of the acuoiee 11114 their ... ahate 11ft ot oou14enllle 
Ylllu 1a ..Uta1JWI8 llll4 clenloplJic tbe uura proczw 11114 
IIUOb .. et1Jica IU'II bel.Dg belA heq1a•ll7 d clirteioa llee4-
quarlen oiUu ~ut the oouat:ll)'. 

I t ia ~ tirm conviction tllet your aotion in cliraottas 
tile coorclination ot theae aaenoiea ancl the Wbole-lleartecl 
wpport and baold.ns you lleve sivc, both to M:r. ClftTaa ancl 
m;realt, 1A our endeavor a to O&rr7 out JOur procaw. ban ~ 
raaponaible tor the soocl ... aulh wbioll oll'l'ioual7 have bMD 
aecured-~rov-nt in 110rale, addecl ettioiCOJ of tlla 
pereonnel, il>oraaaad procluoUon and willin& oooparaUoa, all 
ot 111l1ch have brousl>t the o1'88A1s&Uona, individually and 

collect1vel7, to the higheet degree ot ettioienoy in au 
hlstor,, 
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To: 

Il'rom: 

l . 

~ C1! '1'lB llU' S ACi'IVITIIS 

llr. llagill 

Tax Bill 

J'anua.ey 26, 193$ 

Mr . Doughton baa askec!. ,.. to conter with h1a ud 

the other De11100rat1o lllltlllbers of the ilaya and loleana CCIIIIIl1ttee tooaorrow 

morning at 9:15; presumably th&y .. nt to 41acuee thailoRtr9~re1a1 
features cr the SUbcom:n1ttee• s reccmnandatlona, particularly the pro
pcssd tax on closely held corporations. 

The dratt-n are Mkina aat1,.1'actory progroeee with 
the bill. They heft reported to l.leeere. Doughten and V1neon tbat the 

bill will probably be ready within two weka. It lllight be dela,ed 
after that t11D8 it the full Coomittea wished to insert pro1'ie1cna ba

yODd thoea agreed to by the SUbconmittea. 

2 . Intormat1on trCR tax}lll::rere with Oftr 
$1.00,000 Dott income 

The Ccmuissioner , &1r, Oliphant, Mr. Wenchel and I 
discuaHd the form which the Commiadonar eent to the tield two 1110ntha 

ago, with instructions that taxpa;rera with oftr $1.00,000 Mt income 
should near to the atete~~ent thereon ot their aeaeta 11nd Uab1l1tiaa. 

l!r. Oliphant tel t t het the 118Ceaaary 1ntomat1011 could probably be 
obtetoed by tbe rnoDtla agents in the cour"" ot their inftst1pt1ona ot 

1Dcc1:11 tax returns and tbat the t~:rer should not be asked to till out 

the form unless his aooount1ng recorda are inadequate. I aekad Mr. 

Rel....,rin~ to rel'iew tbe propcaed fora to eea -.dlether all the tntomat1011 

asked tor Wile essential tor our purpceas and also whether the intonation 

could ba secured by the reftnue agents without requiring a a~ial atata

mnt tr011 tbe taxpa:rer. 
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January 26, 1938 

Mr. Eustace Seligman, of Sullivan .and Cromwell, 
called on me r epresenting the Marine IU.dland Bank and 
said that he hoped that whatever move we lll&de on bank 
holding companies would not be of such a nature that 
it would affect bank hol di ng companies operating solely 
wi thin State limite and that t hey were particularly 
worried about what e ffect it would have on their stock
holders . I asked h1m could he operate under the laws 
of the State of New York as a branch bank outfi t and he 
said no; that the State limited them to operat ing with
in 100 m1les. 

I asked h1m whether he oared to comment on why 
the Listing Committee of the New York Stock Exchange 
did not take action against certain bank holding com
panies wh1ch seemed to be conducting their a ffaire 
unwisely and he said t hat the Listing Committee was 
human, like everybody else, and that what t h ey had to 
t hink of was their commissions and if they excepted a 
company whose stock was active it would be apt to go 
to t he Curb Exchange and t hey would lose t heir business. 
I said t hat was t he trouble and if the Listing Committee 
had been more strict in the beginning I questioned 
whet her we would ever have had to have the Security 
Exchange Commiseion , but the very t aot that the List ing 
Committee was human t hrew the burden on the Federal 
Government and that it was up to ue to s ee that t he 
various companies did not operate eo that it would be 
against the best interest s of the publi c . 
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Present: 

• 

January 26 , 1938 

11:30 a. m. 

Chinese Ambassador 
!lr. Taylor 

Ambassador: I received word from Dr. Kung since 
assuming President of t he E~ecutive Yuan tell i ng me to 
come and thank you and your Government for the way you 
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have been helpi ng us in accommodating our silver and t hat way, 
he is happy to ask me to talk to you , up to the end of De
cember , · last year, ~e have been able to meet all our obliga
tions , domestic as well as foreign , and of course he wiahee 
me to say t hat your help has been very substantial i n enabli ng 
us to close the accounts of the year satisfactorily. 

Now of course with t he General Chi ang giving hie 
whole at t ent ion to the fight ing side of t he Government, I 
think things are getting much more encouraging than they 
were a couple of months ago. I thought I would come here; 
make t his report to you and convey his t hanks to you and t o 
see if you have anything to ask about. 

~.Jr: That's very nice . 
a nything . I haven't got anything. 
want to ask. 

No. I don't know of 
Anything, Wayne, you 

Mr. Taylor: No , I don ' t think so . 

HN,Jr: lfe follow the informati on in t he newspapers 
very carefully. 

Ambassador: Yes. 

RK,Jr: And it' s very conf licting. 

Ambassador: Someti mes very confli ct ing. 

HM ,Jr: And it's very di ffi cult to follow. 
the reports are so in conflict . 

Often 

Mr. Taylor: Getting any customs revenue at all now? 
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Ambassador: I think that is one point I have to 
take up wlth Wr. Hull , also about Japanese threat or ac
tual attempt to increase or decrease the tariff in the 
occupied areas. or course we made very str ong protest 
to Japan on that s core because that will mean the breaking 
up or the cust oms service whioh i s very i mport ant tor the 
credit of the Chinese Government as several foreign loans 
are being serviced by t he customs servlce which have here
tofore always been very satisfactorily met . 

The at tempt-- I understand ; I don' t know the 
details because I have not got it in writing; so far I 
have got it by wire - - the Popular regime of China have 
made an a t tempt to lower t he tariff of certain articles 
imported into China and we can ea si ly surmise what those 
articles are. They must be articles that come f rom 
Japan and of course it ' s a princi ple which we oannot admit. 
Once they can lower those tariffs or raise tariffs of other 
articles which might have come from thi s country or Great 
Britain -- in other words , that will be breaking up of our 
t ariff autonomy. 

HU,Jr: Let me ask you this. You may not want 
to answer it. What would go through the brains of a 
Jaoanese which might make him deci de that t hey wanted to 
declare war on China? How i s he t hinking, the Japanese? 
What would make him deci de that? 

Ambassador : or course my answer will also be con
Jecture on my part because I don ' t think I know t he Japan
ese mi nd , especially the Japanese military mind which, in 
my opinion, is not a sane mind . I t ' e easy to conJecture 
what a sane man is going to do and to know reasons why he 
doee i t . I t ' s very difficult to conjecture what an insane 
man i 8 going to do and my belief i 8 Japanese military i e 
not quite sane . 

However, what is holding Japan baok, i n my private 
opinion, personal opini on, i s fear of compli cations with 
Western countr ies . Now, if they should declare war it 
would mean that li~tll.Qckade would follow the international 
policy or searc~ ~Hips and or pre- empting the goode if 
they are round to e oontrband. By the present arrange
ment, wi t hout declaring war on China, they can only ask 
whether t hose ships are foreign or Chinese and if satisfi ed 
that they are foreign, look over manifest of goods and let 
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eh1pa go. So tar evan they know that there are certain 
goods on ships that 111ght be eaa11)' construed aa contraband 
goods , the,y have not done an,ything, up to this IIOMnt. llow, 
if t hey should declare war actuall.Y on China, that would 
mean all countries that are not warring with Japan would be 
considered as neutrals and as neutrals they would treat 
them as such, according to internati onal law. That, I 
imagine, is what ia holding back the Japanese Oovern.ent. 

HK.Jr: I try to put myself in their place. It's 
very diffi cUlt t o do that, but putting myself in t heir place 
I can't see what they have to gain. 

Ambassador: I don't see . 

HM.Jr : And they have considerable t o loae. 

Ambassador: Kuch! Lluch! 

HW,Jr: You agree with me? 

Ambassador: Yes. 

au
1
Jr: That t hey have considerable t o lose it they 

should dec are war? 

Ambassad~r: Yes. The whole point is this: their 
Government is no thinking same as their military leaders. 

HM,Jr: Are your people getting enough supplies that 
that mi ght be bothering t hem? 

Ambassador: I suppose, reading between the linea 
in the statement made b.Y their Government leaders in t he 
Diet recently , I think it was Hiroto who said Japan must 
now consider carefully about muniti ons that are coming in 
and so tar, up to this moment, no interference, delay some
what by t heir bombing of t h e Panay, etc., but no i nterfer
ence. 

Ot course , their greatest problem will be two-told. 
One , how to continue getting supplies from foreign countries 
and, second, how to get t hem i nto China. So tar both of 
t hese problems are not quite acute. They bu,y, deliver.r -
t he forwarding - is delayed, but never interfered with ac
tually. Ot course, in course of time we aay find it neces
sary to get other help troo ,your Government and other Oov-
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ernmenta , but if they should declare war I am afraid they 
w1ll have to run blockade , but at the same t i me I wish to 
impress upon your Government here and my colleagues in the 
other Capi tals , ~mpreee upon the British and rrenoh Gover n
ments, ~ow could they s it down and let Japan run w1ld 1n 
Ch1na. That 1s to say, the Nine-Power Treaty, although 
they haven ' t accompli shed much in Brussels t hey certainly 
laid down pr1nc1ples1 and how t o uphold t hose principl es 
w1ll be up t o those UQVernmente. 

RK.Jr: You tell Dr. lung I was very pleased to 
receive his message. I eend him my very beat w1ehes. 

Ambassador: I will cert ainly be glad to. 

HK.Jr: And I am alway& glad to see you. 

Ambassador: Thank you ver y much indeed. 

oOo- oOo 
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H.!.!.Jr: 

Operator: 

H .!l. Jr: 

0 : 

H.!.!.Jr: 
Jcs:;e 
Jones: 

H. !!.Jr: 

J: 

H.t!.Jr: 

J: 

H.M.J.r: 

J : 

H .!!.J r : 

J: 

H. !.!.Jr: 

J: 

H.!! . .rr: 

J : 

H.U.Jr: 

J : 

H.!.!.Jr: 

J: 

Hollo. 

ur. Jones. 

Oh, all right. Go ahead. 

Secretary Uorgenthau. 

Go ahead. 

Hello. 

Hello, Jesse? 

Yee, how are you? .... 

January 211 , 11138. 
5:48p.m. 

Oh I'm still going all right. 
wanted t o talk to me. 

They said you 

I did. Well , I got waylaid and I Just wanted to 
check on -

Oh! 

Thi ngs went a little bad today , didn ' t they? 

You're telling me. Sure, couldn ' t have gone any 
worse. 

Wel!, I - it'e t oo b~~. 

Yee. The floor dropped out. 

The floor dropped out. 

I eey the floor dropped out. 

Yes . 

Yea. 

Well, now I've been - I picked up a mean cold 
last night, I don ' t know whether I'll be ready 
for that thi ng tomorrow at eleven o ' clock or not. 

l'rell. 
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I talked t o Leo separetel.Y and I talked to Marriner 
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H. Jl .Jr: 

J: 

H.Jl.Jr: 

J: 

H.ll.Jr: 

J: 

H.U.Jr: 

J: 

- a-

eeparatel7, or ratner I lietened to Marriner . 

You did . 

T•lk'ns. I 1Ye sot all the intoraation and I'll 
t.rt to be there. 

Well, it 70u oan•t. If 7ou1re not teel1Dg well, 
I oan postpone it twent7 tour houre. 

All r1ght. Well - well, I'll t.rt to aake i t, but 
I'll call you 1n the morning. 

Le~ me know and t he world will still so on. 

Al l r1ght . Fine. 

O.K. 

Thanks. 
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PARAPBBAU or TK'·EOP•II RallrnD 

aertoaa ..._ .. Y, Parle, J'r&DOI 

January ae, 1931, uooa 

143 

This l:!orning when the banke opae4 etarl1Dg wae 

etr ongly bid. .U aleTen o1 olook I oalle4 at the !laDk of 

rranoa . The control had ytalde4 :!00,000 p_oWIIl8 by nat 

tiae. J. coneidarable part of the 4-1111 wae epeculatha, 

al t hough a part of 1t had been bona fide co-ercial. 

J.t 11 o' olock the Bank of Engle.Dd reported to the 

Bank of J'rance that franc-sterling operations were o-er

cial rather than profeeeional in Lond.Oil. 

'l'hie 110rning the rrenoh control was foll01r1Dg the 

pol1oy of peraUting the rate t o fluctuate between 153 and 

153.80. Three alternative• had. b een open to it: (1) 

not to enter the aarket at all, which would. have reeulted 

in a precipitate drop in the franc; ( a) to put up a barrier 

at a fir• rate, as baa be& rather c011a1atently d.ODa in 

the paet; (3) to perlllit a wider nuotu.aUon, an4 then enter 

the aarltet rather brutally. The Bank of rranoe' a teohnie&l 

elatt etrongly advised againet letting the rata drop pre

oip1tately. They felt that the preeant rata c011ld be 4e

fen4e4 ae well as any rata and that J'r&Doa aboul4 avoid 
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a lar&a drop wUh apaoul&Uon au4 po .. tbla r-vary tbroup 

a equaaaa operation. I11 Yin o f the fact tbat tile J10l1Uoal 

u4 
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ua4 .ootal ettuat• te eo •omat11, renuc~ar u4 tod&7 

the ooatrol Jaae preferred to follw tile praottoe of tat~lJ 

wide fiWitu&Uoae tn t!ae franc rate ratlae~ tlaea adllere to 

the ristd barrier eyn• prnioual)' ueed. 

DD SIIIJ'fiOJ on. 

'-···:: r ·· • ' .. 7;. .. 
~··· 1i·t -· ·-.. u•r 

BULLift. 
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PAlW'IDIAU or saono• n o or •o. 1~ of .Ta11UU7 as, 
1938, fro• Paria. 

On !uea4ay aorni~~g wha buaillaaa opa .. ~he ooavol 

bad 43, 000,000 b'anoa gold and foreip exohans- oil hall4. 

The operation• for !ueeclay exoeeclecl ~ha~ UOUII.~ by about 

10o,ooo,ooo franoa. The fUII.cl ha4 ~.ooo,ooo traDOa 

aterlillg in another aooount Tueaclay morniq, whioh w1 ~hill 

the next f n daye Will baTe ~o be del.herecl on aooount of 

forward dealiqe. Therefore ~hie UIOWlt ahoul.d DOt be 

oounted a a a .. eta of the fund to oo.er daily operations. 

Laat nigh~ the tuncl - e therefore 100,000,000 fnnce ahor~ 
on balanoe. It will baTe to draw gold froa the Bank of 

France to oo•er thie deficit, and preaumably allo for 

Operatiug upenaee untU there is a ~urn in the -.rte~ or 

until they oan aate 11011e nn arr~eaat. In ay telegraa 

lfo. 140 of January 25 I i ndicated that no nn operation 

-· pl&JIIled by the Kinhtry of r1Daooe. lly contao~a at 
the Bank of France are not aware of any new plana or 

arrange11en~ a. 

In the preaent oirCURB~oea, teohnio1ana of t he BaDt 
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of Franca are atrongly againat any re.aloriaat1on of gold 

holdiqa ainoe if baaio probl•• are not aol•e4 the inoreaant 
would only be apent ill Tllill. 

In the opinion of a y oontaota, nothiq new ahould be 
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au..,, .. 1a tu ... tuf fU14 aUl ne s.-.u.au l.&liU 

ei waUoa 18 oleare4 up. n ... ooa-.ot• bel1w• ~t 1f 

Parl1umt n3eo'h th• labor oo4• whioll 18 aow be1q .,._ 

aUte4 to u, the OoYerDMat woul4 fall; or if tu oo4e h 

pa .. .a in ih origiD&l fCIIrll, e.plorer• _,. be eo .tnac!J' 

oppoee4 h it ~t a gmeral lookoat aipt nw.lt wh1oll 

in turn would briq about a ori•h u ~e ao. ..... a.t. 

BULLift. 

• 

U;Lft 

, . .._ 
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JROih Aaer1oan .ba .. )', Parle, J'l'uoe 

DATJ:: Juaw.r:r 36, 1938, 6 P••• 

10.: 148 

r'ROK COCli!RAI • 

J.t b&lf paet fiTe I had a tallr. w1 th Rueff. The ex

change lllll.l'lr.et had rel~ eoMWhat to4ar, he •14, all4 

there waa DOthillg nn aa regar4e IIOiletar:r affaire. 

70 

Today 

I h&d a tallr. w1 til the Banlr. of J'l'uce at ei:l: o ' cloot. 

-::::---.,.. ---there wae not ae 1111ch bu)'illg aa ren erda)', but there 

wae a constant d-nd for nerl1ng, which waa pr~1de4 

by the control. At the cloee of the day the control wae 

et111 g1Ting eterl1ng at 153.30 to le3.50, but there were 

no large deale. 

After the hand grenade exploa1on in the -1c1pal 

laborator)' of a Parte 11\lburb the at~BCI!pkere r-11le4 dis

turbed. The detaila of the labor code which the Cabinet 

ia to worlr. on at a Thursday morning aeeting are awaited. 

At preeent there ie an aotiTe d~d for gold coin 

for hoardillg purpoe... Report a froa J'l'ench md Part a

bericm banlte indicate lower baluacee of fruce. 

BOLLITT. 

r · · ·<- •'. v • • 

J:A:Ln 

' 
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TELEGRAlt SENT 

LMS GRAY 

January 26, 1938 

7 p . m. 

AMEMBASSY 

LONDON ( ENGLAND) 

31 . 

Secretary of thE Treasury suggests that it would 

bt most useful Lf Butterworth could go to Paris , say 

Friday EVEning, to exchange views and information with 

the Embassy at Paris in regard to the French monetary 

situat ion, particularly with regard t o prospe cts of 

Dutch financing . This is agreeable to the DepartmEnt 

if satisfactory to the Charge . Treasury will pay ex-

pensts . 

Tht AmErican Embassy at Paris is bEing advised. 

EA :HF : D.Ff EU 

HULL 
(HF) 
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TELEGRAM SENT 

LMS GRAY 

January 26, 1938 

7 p . m. 

AMEMBASSY 

PARIS (FRANCE) 

41 . 

FOR COCHaAN FROI' SECRETARY OF THE TREASURY . 

At my suggEstion thE StatE DEpartmEnt is 

authorizing ButtEr worth to comE t o Pari s Friday 

EVEning to consult with you in r Egard to thE Frmoh 

monttary situation, particularly rEgarding prospEcts 

of Dutch financing . 

PlEas E makE all information that you bavE on 

tht subjtct availablE to Butttrworth who is bting 

similarly counstltd . 

EA : HF :DJ1.'l EU 

HULL 
(HF) 
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GRAY 

London 

Dnttd January 26, 1938 

Rtc 1d 2al9 p.m. 

SecrEtary of StatE, 

Washington . 

RUSH. 

61, Janunry 26, 6 p . m. 

!.>OR SEC:lETARY HORGENTHAU PROt! BUTTERWORTH. 

I p3ssEd on to Wslcy last evening the mEssage which 

you gnvE m£ but hE was unnbl£ to mrukt a rEply in tht 

abstnc t of Phillips and the Chancellor who hnd already 

left thE Treasury. 

Be has just 1nt'ormtd mE that a reply will bt 

forthcoming EithEr late tonight or early tomorrow 

morning. 

As to thE status of tht Dutch credit to France 

inquiries in thE city indicatE that tht Mtndtlssohn 
(is?) 

group in now pl acing the third set of 50, 9QO ,OOO tlor1na 

of billa . It will bE rconlltd that tht original 

arrangEment was for 50,000, 000 florins with tht 

lolcndtlasohn group having nn option to takE up two turthtr 

sEts of billa amounting to 50, 000, 000 florins tach. 

Tht firs t option was immEdiately txtrciatd and tht 

Prtneh 
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-2- ~61, Jan~ 26, 6 P•• •• from London. 

Frtnoh GovernmEnt thErEforE initi al ly obtai n Ed 

100,000,000 florins . ThE f i nal 50, 000,000 flor1na i a 

now bEing placed (ond thE city is rEcEiving offEra or 

such bills with m.~turity dotEs diffErent from thE 

original sEt) nnd prtsUDUlblJ the Prmch Govcrnmmt baa 

or ia now getting thnt additional amount . 

ThE control bas ~d to give a fair amount or 

sterling todny :md has opcrottd sporadically kEEping 

tht rot£ around 141~ . The undErtone continuEs nErvous 

and the continental dtmand tor gold coin 1a significantly 

strong. 

JOHNSON 
R~ :KLP 
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DOW JOJIU 'l'ICUR Janu&J'7 P!l, lN& 

FRANCE ABLE TO IN U S MARKET -U S SEEKING TO fORESTALL EXCHANGE CONTROL 

IN FORE IGN COUNTR IES 

WASHN - FRANCE HAS A~E GOLD AND DOLLAR 

BALANCES I N TH IS COO~TAY TO CONT INUE SUPPORT 
• 

OF THE FRANC IN THE NEW YORK MARKET FOR SOME 

T IME IT WAS STATED TODAY ON BEHALF OF 

AM ERICAN GOVERNMENT 

THE TRI-PARTITE MONETARY AGREEMENT ST ILL 

IS IN-FULL OPERATION WITH THE FRENCH STABILIZA-

T I ON FUND SENDING TO THE U S TREASURY 

EACH DAY A RATE AT WHICH THE U S STAB I LIZATION 

FUND ACTING AS AGENT FOR THE FRENCH AUTHORI

TIES IT TO - TAKE CARE OF THE FRANC- I N 

THE AMER ICAN MARKET I T WAS SA ID OFFICIALLY 

TODAY 

DEPRECIATION OF THE FRANC TO DATE HAS NOT 

BEEN WILFUL NOR FOR THE PURPOSE OF OBTAINING A 

COMPET ITIVE TRADE ADVANTAGE AND THEREFORE 

ODES NOT VIOLATE THE TRI-PART ITE MONETARY 

AGREEMENT ACCORD ING TO THE OFFICIAL AMERICAN 

VI EW- BECAUSE FRENCH BALANCES IN TH I S COUNTRY 

ARE AMPLE TO TAKE CARE OF THE L IMITED FRANC 

TRANSACTIONS IN THIS MARKET AMER I CAN OFF I CIALS 

ARE UNDISTURBED ABOUT THE TECHNICAL AB I LITY 

OF FRANCE TO CONT INUE FOREIGN EXCHANGE OPERA

TIONS HERE - THE IMPORTANCE OF THE TR I

PARTITE MONETARY AGREEMENT I N THE FRANC 

SITUATION AND IN THE WORLD GENERA~V IS 

' 

FIRST THAT IT HAS OIICOURA~ FORE~I ~G~N----------• 

7S 
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EXCHANGE -SHARPSHOOTERs- FROM CONDUCT ING 

RAIOS ON A COUNTRY L IKE '"aNCE WHILE IT I S TRY- · 

lNG TO STRAIGHTEN QUT~ ,NTERNAL · MAT TERS ANO 

SECOND THAT 

COUNTR IES IN 

INTO FOREIGN 

IT HAS HEL~EO FRANCE• AND OTHER 

THEIR F~ TO KEEP FROM SL IDING ' . 
EXCHANGE RESTR ICT I ONS OR CONTROL 

ACCORD I NG TO THE WASHINGTON VI EW 

FREEDOM OF OTKER NATIONS FROM EXCHANGE 

CONTROL IS TREMENDOUSLY IMPORTANT TO THE 

AMERICAN ECONOMY .AND THEREFORE TO THE AMER ICAN 

MONETARY ~OLICY IT WAS ASSERTED - WHEN 

FOREIGN NAT I ONS RESORT TO EXCH ANGE RESTRIC

T I ONS IT BECOMES THAT MUCH MORE DI FF ICULT FOR 

AMERICANS TO DO BUSINESS IN THOSE COUNTR IES 

OFFICIALS POINTED OUT- ONE REASON THAT 

BUS I NES S HAS KEPT UP AS WELL AS IT HAS IS 

THE ENORMOUS VOLUME AND GROWTH OF AMERICAN 

EXPORTS AND THE BASIS FOR MUCH OF THIS 

FOREIGN TRADE HAS BEEN THE ASSURANCE WH I CH 
THE TRI-PART ITE AGREEMENT HAS GI VEN AMERICAN 

BUSINESSMEN THAT IF THEY SELL A MILL I ON OLS 

WORTH OF MERCHANDISE IN NATIONS WITHIN THE 

AGREEMENT THEY CAN TAKE THE IR DRAFTS TO BANKS 

AND CASH THEM WITHOUT THE AN NOY ANCES AND LOSSES 

ACCOMPA NYING FOREIGN EXCH ANGE CONTROLS 
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P~ll OJ' mw-41 UOiltiD 

10. ld 

fta.& Aa•1- .. lluq • Pule. 

Dl!la .JU.ZOJ rt • l9S80 ' P••• 

I ~ a -· ... 2'aUOD an• 11uaoheoa tocla)' 'rit!a 

Ohaute.pe ud the BrU1ell Aa'baeeado2' • 11r lr1o Phlppe. 

Ollaut.-pe -.14 that the p2'eent filcllt of the tnae wae 

repr4e4 aoet eer1ousl)' b)' Ilia. Be •14 1t wae all 'I'C)' 

well for the Brit hh u4 t!ae Aaer1-e to IPRk of tile 

tr1parU te -nar, agr-at ud about the dee1rab111t)' 

of ooaUa111c it; lloww• • 1t wae olear that 1D. the faoe 

of •lee fr• the Un1 te4 lhatee and Or•t Br1ta1D0 •liP .. 

o1all)' fr• Or•t Br1 taia0 ttuz J'raaoe could aot oo

Uaue to aiata1D the poet Uoa of the fruo. 

Be intoned 11r lrio that he had hie &pate Uet-

1q oa t!ae teleplaoae to ooanr•Uone betwe• Lolldoa u4 

Parle. fte -•u•Uoae wllloh took plaoe )'eetftcla)' b.

tw- 11r llobe!'t l1ade!'el8)' aad 41eUD&U1ehe4 lr1Uell 

repreentaU•ee 1D. Parle had ehooked Ilia. Ia thoee •

•er•Uoae 1t had be• p2'e41ote4 that earl)' 1a lluU a 

tr•eaclolae f1Mao1al oraela -e 1aw1table. ..r ....... 

art1olee 11ppear1q 1a the lrtUell p2'en 4c1., tU ~t: 

f• cla)'e U4 lieu ~01llate4 to brlq U!Nt ~e p•te.t 

poee1ble -.le of f:ruoe. Be felt tlaat ane U waal4 H 

..-~ 
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po .. ible ff# tile h•~ CloYer-•t to oonUwe to 4efeD4 

the trazao ff# a brief period, ... ,. prolcmset at••• wov.ld 

be t.poeaible la the tao• ot thia eort ot oooperatioR 

troa Or•t Br1tala. He ... beiDC oc.pelled, ...,_..,. aoll 

he aight be oppoaed to uohange o011tro1, to look upon it 

aa the undea1rable bllt the OlllJ' W&J' out ot aa illpoaaibla 

a1tu&Uon. 

I polated CNt to h1a that aelllllll ot traaoa tz• the 

'Dil1ted ltatea had ben YarJ' .-all. I &lao Rid that I 

thought Bo1111et auat han told h1a ot hh RtiataoUoR with 

the oooperat1011 which the American Qoyernaent had oona1.

tau,. gh& h1a, and eapeo1allJ' the oooperaU011 ot Jlr. 

Morgenthau, the SeoretarJ' ot the 'l'rea8\ll'J'. He agreed 

aD4 aa1d that h1a ooaplainta were 1ndee4 directed ap1nat 

L011don aotiYitiea. 

Sir :lrio Phippa proa1ee4 Ohauta.pa that he ~d 4o 

what he could to intluaoe arUolea ia the nnapapera at 

once; at the .. e Uae, howwer, he pointed cnn that 1t 

waa alaoat 1apoeaible tor the Britiah CJoyernaat to pre

'1'8nt Britiah 1ndh14ual.e and banlte troa .U:lllll aalea ot 

franc a. 

It waa a44e4 bJ' Ohauta.pa that he tel t that at the 

preent -•t he had the laternal aituat1011 well la llu4. 

Be bel1ne4, 110reonr, that la the laternat1oll&l a1 tuat1011 

RO 1aae41ate a:ploa10D ... to be apeoted. IJ' -tlmaed 

aalea 

7S 
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-.I•• of fJ'UOa, ll.owrnr, tba pod Uoa of the ca..--•t 
a1pt be 84• Ulpoaa1llle w1 tll.1a a w1ef ( •) , w• a f• 

ur•· 
rroa thia oon•ar•Uoa I :reodYa4 ttae t.preaalOil 

that Obaut.-pa 1a ~1)' baooa1q OOIIlYUlOM tll.&t ~ll.a 

praaaur• of eYenta wlll foro• eatabl1abaent of ezoh•n1• 

oonuol. (DD OF MniAGI) 

BULLift 

... ,. 
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!{.!.(.Jr: 

oper a tor: 

H.U.Jr: 

0 : 

H. U.Jr: 

Buttenrorth: 

'i .!!. Jr: 

!' !.!. Jr: 

9 : 

H. I.! .J't': 

B: 

H.U.Jr: 

ll : 

l!. !.I.Jr: 

o. 
~ . 

H. !.!.Jr: 

9 : 

H.L!.Jr: 

S: 

!! .U.Jr: 

B: 

!! .!.I.Jr: 

Hello. 

llr. But. t.erwort.h. 

Right. 

00 ahead. 

Hello. 

Hello, sir. 

Hello, Butterworth. 

J'UIIIal')" 8? t l.D38. 
:5:~ p.a. 

! thought I should telephone you. 

Yea. 

Hello. 

00 ahead. 

• 81 

I thought I should t elephone you, to tell you that 
I've been to the Treasury. 

Yet. 

Since I talked to you this afternoon. 

Yea. 

And they tell me that. t.he matter which you had me 
put. up to t hem . 

Yes . 

!!ave involved important iaauea which have required 
and are still requiring careful deliberation. 

Say that again, please. 

They aay - they tell me that the ~atter that 70u 
had me put up to them. 

Yes. 

Involves i mportant iaeuee . 

I eee . 

Regraded Unclassified



a: 

H.U.Jr: 

a: 
H. !l. Jr: 

a: 

H.!.!.Jr: 

B: 

H.ll.Jr: 

a: 

H.U.Jr: 

B: 

•t.U.Jr: 

B: 

H.ll.Jr: 

B: 

H.I!.Jr: 

B: 

- a -

Which b&n requlred and are et.1ll requiring oaretul 
deliberation. 

I wonder 1t I underet.and, ;rou ... n 
you ••an the Frenoh loan 1.n RollandT 

I beg your pardon, I oan•t bear you. 

Are ;rou ta1k1ng about the loan in RollandT 

No, I'm tslk1ng about that question that ;rou asked 
me to pass on to thea, about whether they wanted 
to get 1n t ouch with the French too. 

! get you. Now I underetsnd. I understand now. 

And the Br1tieh Treasury ea;r that they ha~en 1 t 
formulated any answer. 

I eee. 
• 

And when I asked about t he timing of a reply. 

Yes . 

They sai~ 1t m1gbt not even be possible to gi~e 
me one before the weekend. 

I s ee . 

~Tow, naturally I don • t know what they ha~e 1n their 
m1nd, exactly, or what the repl.f w111 be. 

Yee. 

But I wondered whether 1n the c1r cuastancee you 
thought 1t wlee for •• to go to Par1e before I 
got that repl.f. 

Yea, I'd- I'd rather get this question of a loan 
straightened out. 

~1te. 

And I think that after all the British weekend, 
nothlng auoh 1c apt t o happen. 

'1'bat '• r1ght . 
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H.ll.Jr: 

B: 

H.ll.Jr: 

B: 

H.Jl.Jr: 

B: 

H.W.Jr: 

B: 

H.U.Jr: 

B: 

H.I.I.Jr: 

Fe1e: 

B: 

F: 

B: 

F: 

B: 

F: 

B: 

F: 

B: 

F: 

- a -

All4 Jut. tll.1ak how people 111Nl.4 &1n t.lw1Z' lett. 
f1D&er here t.o han a weell:.,.. 1ll Pal"1e. 

I eball so on~. 

What.'. t.hat. t 

83 

I ell.all so t.o Par1a t.ll.en, regardleee of t.hat. repl,r. 

I'a aorr,y t.o foroe a Par1e weell:end on 7ou, but. I •a 
atra1d I'll han t.o. 

Oh, t.hat • e perteot.l,r all r1&1lt. . 

All r1&1lt.. 

You'll aake ae feel no pa~ at. all. 

All r1ght.. Just. a a1nute, Her bert. Fe1e hap;>ene to 
be here, and he want.• t.o t.alk t.o 7 0u . 

All r1ght.. 

Just a a1nut.a. 

Wlat.on7 

Hello. 

Walt.OD7 

Bello Herbert. 

Bow are 70ut 

I •a t11le, t.ll.anll: 70u, how are 70ut 

Qood. Walt.OD, would 70u t.ell Ill'. H1reohel Johneon 
about. t.lle 'fan Zeeland, t.ll.e 1nqu1r.r fro• t.hea. 

I oan•t hear 70u. 

Would 70u paee t.h1e on to H1reohel Johneont 

Yea . 

!'he1r 11lqu11')' about. what. we a16ht. han t.o ·~ or 
eusseet. rep.rd t.o t.ll.e van zeel.all4 report. . 
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F: 

B: 

F: 

B: 

F: 

B: 

r: 

9 : 

F: 

B: 

F: 

B: 

P: 

B: 

P: 

9 : 

F: 

B: 

F: 

~ : 

F: 

we h&Ye a no~• here, troa L1nd117. 

Yea. 

Pu~t1ng up the aeme queet1on. 

Yes. 

And in 1t eay1ng that tb17 reallu that we JU7 want 
a few days to turn 1t oYer in our minds. 

Yes. 

1\'ell, we do. 

Yea. 

So 1t 1ll be a few dayo before anything comee along 
on t.hat. 

Well I 111 tell 70U Herbert, I 1 Ye been carrv1ng out 
theoe Van Zeeland d1ecuaeion• with Ledth Rosa 

Have you? 

Yea. 

All right. 

And t hat inquiry wae addressed to me 1n a letter 
from Le 1t.h Ron. 

Wel~. you tell him then t.hat. it Right be a few 
days, by which I t.h1nk it'd be about next Monday 
or Tuesday. 

Right. 

Before that would come along. 

He' a right. 

All right. 

I ' ll be sending tboee telegrams in 1n the pro
fol'll&l wa:r. !lut, I mean, Yirtual.JJ I ' •• been doing 
t.h&t.. 

All rif_.ht.. 
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B: 

F: 

B: 

B: 

F: 

B: 

R: II.Jr: 

B: 

H.U.Jr: 

H. tl. Jr: 

B: 

H.!!.Jr: 

8: 

H.U .J r: 

B: 

H.U.Jr: 

- 5 

I'll pau Ulat. word OD t.o IA'\Il lloaa 
Hiraohel mow t.oo. 

Would 70u pleaae let. H11'8011el mow. 

I will, without. failure. 

Thank you. 

ead let. 

IU.gbt Her bert., .1t.'s nicf' to hear 70ur Yoice. 

Grand Walton. ! '• pa .. 1ng 70u back to the 
secretary. 

Right.. 

I have not.bi.ng 110re. 

! beg your -

And you see by goi ng OYer to Paris, 70u can get. 
the latest ~ord, what they ' ve told us. 

Right., sir. 

85 

And I made quite a long diacuoaion with the 
newspaper men today on the French, I mean what the7 
call background to what. we were trying t.o do , and 
it seemed to ·be well rece1ved 1n New Yor k. 

~u1te . 

And I - I - we - you eee it.'e eo iB9ort.ant 1f t.be7 
don ' t. get that loan, I reallY think they ' re go1ng 
to be in a bad w~. 

Yee. 

And if you two men could put your heads together, 
whJ maybe we could find out.. 

Quite. 

And then be readJ" by llon<U.J to know how t o act, but 
1t they don 't get that. loan I don't aee what they 
can do, and I imagine the EngUeh are t.r;r1n6 to 
t1nd out. also. 

I ehould t.h1nk eo t.oo. 
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F!.U.Jr : 

B: 

R.l.!. Jr: 

B: 

li. !LJr: 

B: 

- e -

And at~@r t.h~ mow t.hen t.h~ ' ll &1'~'• ua an anner. 

lUSh~ . 

All r1ght. . 

well t.hank you, ur. seoret.&rf . 

Goodbye. 

Goodbye. 

Regraded Unclassified



• 

PAIW'IIIAU ar !IL_.. RSOIIQD 

IOo 161 

lito!~ J U'IIU)' 7f , 1138, 8 p o a o 

JllOib .&ae:riou .._ • .,., Pa:rh 

JllOK OOOBIUI 

Whe tile beDke opeed tilie aoming, exohen8e t:ra41nc 

began at 15Sol50o ltlll'ling waa in 4-4 illlllled.iatelro 

Partial :requir•ente were aet bJ tile P:reoh control; for 

exaaple, if a ou.etoalll' · aatecl 10,000, he wae giY& :5,000 

pou.nda and the rate wae allowed to elide twetr oeU••• 

at a atep Wltil it reaohecl 15,o90o !he the control begu 

to aeet fu.ll deaande and haa oontinu.ecl thu.a 1:hrou.ghou.t 

the dar o Kartet obeerYIIl'e ear that the tu.:rnOYe:r h 
that 

hee.Yilll' tb&D it wae on lfedneadar and/the principal tru-

aactiona :repreaet night of oapitalo 

Kartet amtiaent oon1:1nu.ea gloc.Jo It 1a reported 

thh afternoon blat not ,.et confiraed that .l.lglll'ian OoY

IIl'naent lou 1a to be oloaed and n• lou noated ahortlr 

for 1,ooo,ooo,ooo f:ranoe, • iuuecl at arou.nd 89oSOo 

!hh 1a upeotecl to be hilled 1Jl behalf of •O:redU 

JaUonal• rathlll' tilu •our of Parh• •• originallJ 

planned, aiJloe it ie felt that funda oan be obtained aore 

qu.ioltlf for the fir at naaed goYIIl'•et bod)' • 

.1.01101 SOOJOKIQUI toda7 attributed to LondoD a :ruaor 

that depreciation of dollar to ita lowu lep.l 11a11: and 

&Dalogoua depreoia1:1cm of pound are beill4 41eou .. e4 ill 
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ADClo-oberioaa ooa•••Uoua oa t1'eU •••••· thh 

r~port baa Uetvbecl PU'h al'kHo 

At 1.J- I taltecl riU. Jtuott. l ••Uout tho 

further 4eoUno that ha4 ~- plaoo ill tho fnao tod&J. 

He tn!oraod .. . that no n• 4eoidona on •on•t.zJ pollOJ 

had been tat• and that there were no n• 4nolos-•t• 

OD. Ddoh bantiq Ol'odito 

At 5& 45 I taltecl w1 th tho JlaJik of J'ranoo. fodaJ 

had ben worae than reeterd&J, IIY tr1•4 •14. Be hae 

&beoluhlJ 110 mowle4co that &DJ oballce ill pollOJ 1e 

OOD.te.pl&todo 

Stoolthola het114a Banlt waa big aeller of 4ollare 

agatnet ncliD& thie 110m1Dg. 

BULLift 

ll&D 
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H.!.!.Jr: 

operl'tor: 

H.!.I.Jr: 
Cha1r•an 
Douglae: 

H. H.Jr: 

D: 

H.!.!.Jr: 

!' : 

!!.I!.Jr: 

D: 

!'.!!..Jr: 

D: 

H.U.Jr: 

D: 

H.!!.Jr: 

o: 
H.!A.Jr: 

D: 

'!.!!. Jr: 

D: 

H.L! .Jr: 

.. 89 
J atrJJary 87. 18l58. 
G:ISIS a.•. 

Hello. 

Clla11'11&11 Dougl.ae . 

Hello. 

Go ahead. 

Good 110rn1ng, Ur. Seor eta17. 

How are you? 

Fine. 

Douglao, this meeting whioh we were going to have 
at eleven on this bank holding thing has been put 
off twenty f our bourn, s eef 

Yes. 

And I - I want to see you anywa)', and I don • t -
after seei ng y~u, I don 't know whether you ' d 
cere to sit 1n on that thing or not. 

Yes. 

But I've got something else that's Just come f r om 
the 'lfh1te House. 

Yes. 

And I ' ve been- are you free to talk? 

Sure. 

I've been working on this for a long t ime, and the 
Prec1dent i s orazy about the idea. 

Yea. 

You know we have, I suppose, tbe biggest receivership 
department 1n the Goverru~ent oYer 1D I.nternal 
ReYenue. 

Yee. 

I haYe dug out a publio utility which we aore or leee 
control, through rece1Yereh1p, you eee? . 

Yll. 

And the tholl6bt that I put up to tbe Preeldent, •h.J 
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.) : 

'!.l!.Jr: 

D: 

H. !!.Jr: 

D: 

K. U.Jr: 

D: 

!!.IJ.Jr: 

l) : 

H.!.I.Jr: 

D: 

H.U.Jr: 

D: 

H.l.! .Jr: 

D: 

H.loi.Jr: 

!) : 

li.IJ.Jr: 

D: 

H. Y. .Jr: 

. . 90 
- a-

4on 1t I aet tose\her wt\h ;you people and aee 1f 
we oan•t aet up a aodel reoraan1zat1on, and tben 
if neoeaaary so to publ1o and get the aone;y and 
do 1t On the ROOieYelt plan. 

That'• nell . 

And he 1 a oraey about it. 

Yea. 

See. 

Good idea. 

I aa1d we've also dQS up a couple or ra1lroade. 

Yea. 

!!ow if t.heae fellow• ~on't want to do 1t, let'• 
ua do 1 t Md show h1m bow ~ do 1t. 

That 1 e right. 

See? 

Yea, 

Now. I want to get t ogether w1th you peoplel 
ahow ua what we've got, Md see it we can't 
work out aomet.h1ng. I want to do it Just •• 
qui ckly a• possible. 

!"ine. 

Are you people, by any chance, tree tor lunch 
today? 

I'm not. I'm aorry, I'm t1ed up w1th an appoint
ment w1th a person on from Ch1oago. 

Well, are ;you st1ll tree st eleven? 

I'• tree at eleven. 

Well, wh7 not let•e do 1t at eleven. 

Yec 

It ;you want to br1ng &JVbod1 with you from ;your 
ott1oe. 
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D: 

I!.H .Jr: 

D: 

l!.l!.Jr: 

D: 

l!.!l .Jr: 

!) ; 

H.!l.Jr: 

!): 

H.ll.Jr: 

D:' 

H.JLJr: 

II: 

II. !1 Jr: 

D: 

- :! -

All r18)lt., I'll look OYer ud &H. I'll- I'll 
br1ng one peraon aloD& Y1 t.ll ... 

u ll-llWl. 

Maybe - Yell, let. •• look ov~r -

You tn1nk 1t over and you bring along •hoever you 
want and I 111 .tlaYe tne etutt reac!,y, see? 

Swell. 
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And th•n - don't you th1nk 1t'e a Yery 1nt.ereat1ng 
idea? 

Oh, swell, 1t' s a -

I t'd be very f1ne and a paoe sett~r ~~- eYeryt.h1ng. 

Yes. And I - I tb1nk we' ve got 1t, but ~?U may 
f1nd buga 1n 1t, cee? 

Yes, yes. 

Well then, I'll eee you at eleTen . 

0. !<. 

R1gllt.. 

Tru>nlts very IBUCil. 
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R~RG#. NIZATIOI OF PUBLIC UTILITIES 
HOLDING CO~PA»>ES 

Jan~ry 27, 19)1. 
11:00 • •• • 

Present: 

a .... Jr: 

Oliphant: 

H. i.I .Jr: 

Oliphant: 

H. i.l.Jr: 

Ollpllent: 

d • .J.Jr: 

Oliphant : 

llr . Taylor 
llr . Oliphant 
ll.r, Opper 
r.lrs Klotz 
li4r. Douglas 
Mr. Frank 
~r. Gaston 

Wayne , you•ll pick up the threads as we go along. 

I ' d like to say this. The thing I suggested in the 
first memorandum - the picture changes very rapidly, 
and since Ne aad this up the latter part of lovesber, 
a couple of the utility companies have paid their 
t ax claims . Second point: the organization of the 
companies, natures of their liabilities are so com
plica ted that the first st ages of the job are that of 
a group sitting down and very Cl!refully studying to 
pick out a particular company. VIe can' t pick a 
company ••• 

You mean we can't just here. 

I mean Ne can't this morning. 

Oh no, no . what I'd like to do - glad to have a 
couple minutes -I want to first plece... . After 
all, I got tnis idea, dian• t I? 

1hat ' s right, it ~as your idea. 

I got tne i dea . Then I usked you ~eople , "Here Ne •ve 
got tnis big receivetship department. What have we 
got in there which is worth suving, see?" Then this 
thought of developing the idea of taking - possibly 
picking up a company, using S. E.C. as the power to take 
a piece of a tail and a leg.and swap it for a head an4 
put it all together, which they nave never used. Then, 
putting together a nice little company - then we ' ll 
r eorganize it and go to private banking interests and 
get them to offer its securities to the public, just 
like the syndicate in Farm Credit. 

With the water all squeezed out. 
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a.o~.Jr: 

Oliphant: 

a .JJ .Jr: 

Taylor: 

a . ·.! .Jr: 

Oliphant: 

e . :.t.Jr: 

iaylor: 

H. ;!. Jr: 

Taylor: 

H. U. Jr: 

Taylor: 

H. ll.Jr: 

- 2-

"ith the water ell squeezed out. See? 

That ' s right. 
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That ' s the thought. In other words, instead ot 
sitting around, Wayne, and wai t ing t or these tellowe 
to do it - now, I don't - I mean they don't seem to 
want to play; all right, let's see if we can•t do it, 
set up a model in a district Just the way the Presi
dent says, make it contiguous, integral, serving an 
~rea , and with S. E.C. having the authority to take 
t his and that and the otller, putting together a nice 
little company; and get an agreement With TVA that 
they'll Keep out of t here - no municipal plants, 
anything else; ge t the N<tes doom a t a reas;,m;* 
r a te, squeeze the water out, get a reorganization, 
offer it to the public and put her on the way. -
11l1s is the utility. 

Utility f irst. If it works, then we ' ll do the 
railroad. 

Now, the picture on the • ••• 

See? No·", I think it can be done . Now, the 
President is so crazy about it, he says, •Bring 
it right in to me . • But I•m not going to. I'm 
not going to bring 1t into him until we ere 
satisfied, plus S. E.C., th~ t all t he bugs are out. 
See? 

(Nods yes) 

Now, I say if we can do it, =:r God , it would be 
wonderful, wouldn' t it? 

(Nods yes) 

Yes . And he's given me carte blanche to go ahead. 
I could talk an hour and I couldn't tell you anything 
more . 

Don't need to tell me aqr more. 

Yea. See? And when I get ready to do it, I want t o 
form a syndicate Just like the Fara Cr edit - land 
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li, ;J,Jr: 

uouglas: 

H. :.I .Jr: 

Dou.;las: 

II .II.Jr: 

- .3-

banks . That ' s al l . I mean to set the patt ern
•This is the way we get the money, ft See? But make 
it so attracti ve and so sweet that they ' ll fall all 
over themselves to subscri be , 

(llessrs . Douglas and Fr ank, of ~.E .C., 
come in and are introduced) 
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~ove closer, won' t you? I soy come a little closer . 

You have no obJection to ~ doing the way I al ways 
do. There's only one copy or this, and it's only 
for me . 

No. 

What? 

Perfectly all right. 

All right. 

This is the idea that I have had, which we've been 
working on off and on for a couple months . I don ' t 
know whether I talked to you about it before or not . 
hnd thut is this. As you may or may not know, we 
have a big receivership department over in Internal 
Revenue - I don't know how many companies that we 
have thbt are either busted or will go busted, 
depending on what we do about their taxes . And as 
the President and you people have been working along 
trying to get the public utilities to drink after you 
get them to the trough, 'lie have been sort of sitting 
by and waiting, plus also the same t hing on the rail
roads. VI ell, reading in the puper what happened today, 
I made up ~ EDind they ' re not going to drink. 

So I went to the President and seid to him this 
mornill: 1 "What would you think if -.ve had in our 
snop, first , a utility waich througb defaulted 

.taxes, ond so forth and so on, we more or less 
could control. .ve 1 re the receivers, more or less, 
or could mcke ourselves the recei vers . We ' d force 
them into receivership. And if we went to Douclaa 
and said, ' !low look, here• s a ter r i tory , or here' a a 
group or utiliti es . Now, you take your pick. And 
using th~ authority thot you have to cut oft a tail 
here and ~ limb here ~nd so forth, let' s see if we 
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uouglus 1 

K. ·A .Jr: 

Couglas: 

R. II.Jr: 

• 
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can't put together a public utility along the 
lines that the President has in mind, which would 
serve a territory, come to an agreement With TVA 
and municipul plants and authorities and everything 
else, s~ueeze the water out of it, get a decent 
firwnciul set- up, and then offer, if we have to get 
new junior capital, a security tbrougb a syndicate 
or ganized just the way we did Farm Credit and our 
lana banks. In other words, set an example and do 
it ourselves and demonstrate tbpt the thing can be 
done . ' 11 

No~, he ' s just crazy about it. He ' s just crazy 
Ebout it . And be said - and I said, "After we do 
t hat, let's do a railroad." So he said, "My God, 
Henry, all my life I•ve wanted to do & railroad," 
and ne says, •but I didn't tbiM I could do it until 
I got out o1' the .;nite Bouse bechuse I ' ve got to be 
a little unconsti t utional to do one .• 

Be said, 11 ! only was tah.ing to Justice Brandeis 
last night about hot~ I want to do a r ailroad." So 
he says, "Bring me the public utility and I can do 
it in ten minutes ." 

Hell, wh<t I'd like to do, if you people like this 
idea, is to try to get all of the bugs out of it 
that we ctn see. After all, we know what the Presi
dent wants, wnEt he's t alking about, ~ I don't 
think anybody, with all due r espect, can do it in 
ten lDinutes . 

No, it's going to be a time job. 

But if it could be done, llouglus, 1..nd we can demon
strate how it can be done &nd put the thi~ across, 
then .e cnn say , "You fellows can't say any more that 
it can' t be done . ~e • ve done it.• 

That ' s a good idee. 

And everybody' s t clking about a billion dollors should 
go to work and so forth . Well, let's see - I don ' t 
~ow anything that I'd rather put my time on than to 
do this und get this thing started, and get on answer 
to these people that the thing can be done. See? 

No•:t, haVing laid down asy ideas, see, let Oliphant 
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tell you what we ' ve got, and you may know - but 
let him tell you what we have here, what we can 
turn up f or you fellows to look at , see? And 
then let s see - I don ' t know 'llhether Federal 
Power sh6uld have somebody sitting in on this and 
whether TVA should have somebody. But let ' s get 
everybody in the Administration who could block us -
I meun getting them on the inside, working with us 
from the beginning, so they can't say, "Well, I 
.1asn 1 t called i n; it ' s no good, • then begin to knife 
us ln the back right from the beginning . I'm more 
worried about people on the Government's payroll than 
I em about fellows on the outside. 

Has Treasury any claim in tne Genesee case? 

Is Genesee on that list, Opper? The long list. 'lie 
startea out here, Bill, and took a r ather long list 
and went through and pickad out wha t looked like the 
mos t promising things. Now, I can say to you that 
a ll of the situations are so complicated that it is 
not possible to sit here und pick out one, so tha t 
whn t vre need to do would be to get around a t able 
and go over these t hings very carefully . 

Genesee Valley, i s that it? 

Lt •s very small , Bi ll . It isn' t 

I hLven't got the deta i ls on it, but it' s listed 
Genesee Va lley Company 1n New York . 

" e could crack tha t one off very fast . We ' ve turned 
down one plan on that - on a slmplif icet1on program, 
not t he integration. Simplificetion progr am With a 
whole tier of holding companies . 

In Just the Genesee Va lley one? 

Yes, and ;,e turned doun o plan we had before us for 
approval before it ,,ent to the Court, b afore Judge 
Caffey, I think, and 1t 1 s coming up before him 
t omorrow, I believe. 1hat •s a little miniature 
situation . 

Nice one to do E> Job on. 
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It might very well be when we looked at that 
from our stand.point, that tro11 our standpoint 
we might not agree that was the best. 

Now, the statement I am about to make won ' t mean 
much for the reasons I have stated. That is, 8S we 
go all over these, having only our material to look 
a t, the thing t hbt looks the best from our standpoint 
is Standard Gas and ~lectric. Now, from your 
standpoint t ha t might be all sour . 

Well , it is sour in 8 certain s ense . 

Nell, that's the one you (Oliphant) gave me ell the 
maps on. 

Yes . 

Because there's 8 questi on - you've got to go in and 
use your authority, which I don't think you have used 
to aete, of giving them c ertain pieces i n their 
territory which they haven't got. That•s the one 
that centers around Indianapol is, isn't it? 

No, that ' s the Pacific Coast onej supplies electric 
light . Since I gave yo~ thLt memor~ndum i n November, 
tha t one has paid its t oxes j but it may still be 
availabl e, you s ee, from his standpoint . 

Because that one, the one t hat centered around 
I ndianapolis 

Have you got Utiliti es Power and Light? 

You kind of l~e tnis idea? 

"b, swell . 

'Uhat? 

I think it's a grand i dea . 

llarvel ous idea . 

I wouldn't take one tha t's too smell, for one reason, 
which is that your second step in this is to hne a 

Regraded Unclassified



-7-

following f or tbe aar ket or that particular 
securi ty, and if you take too small a one, why, 
they can say , "0h well , that ' s Just - anybody 
could have done that . " 
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Douglas : Yes. 

Frank: 

Oliphant : 

Frank: 

Oliphant : 

H. :.I .Jr: 

Fralllt: 

DoUglas : 

Opper : 

B. ;I..Jr: 

\'/ell, there are two types of problems as I S~e it. 
One is a simplification program for capital 
structures. The second is the geographical 
integration of the utility properties under the 
so-called death s~ntence section of the Utility 
Act. The Genesee is just a little miniature 
laboratory one that could be tossed up quickly, 
say, perhaps as a test of the techni<;ue that we 
might use. 

Go t a whole tier of holding companies built entirely 
on the operation of one little operating co~pony, 
and that operating compony could pay out very nicely 
and could sell bonds . 

Now, to answer your (Douglus) question, that Chicago 
outfit, we thought , was a very good one . 

Utility Power and Light. 

Yes. But since we had this thing up, they 1 ve paid 
their tax. But it still may be a vailable from your 
standpoint. 

~ialand Utility Company was another good one, and 
since we nhd this up last time they've paid their 
tax. 

See, I •ve only given Berman an hour's notice on that. 

You were on a ten-minute scnedule. 

The first problem is to keep them from paying their 
tax, if t his thing is to work. 

Which isn't what we ' ve been doing up to now. 

ne ' re going to get somewhere. You' ve got the idea. · 

Regraded Unclassified



Frank: 

Oliphant: 

Douglas : 

Oliphant: 

Douglas : 

Frank: 

Dougl as : 

H. r.t .Jr: 

Douglas : 

Fr11rut: 

Dou,;las: 

Oliphant: 

Opper: 

Frank: 

Opper : 

Oliphant: 

-8-

ibat about Associ ated Gas? 

There ' s a whole string or those ~ssociated Gas 
companies we bad on our first list, and we 
decided to eliminate them because or the general 
complication or that whole picture . 

That ' s a holy terror . 

I think you're right. 

That ' s a holy terror . 

Take you e •• •• . ·-· ~' 
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You'll have those 
for ten or twenty 

felloNs tied to the whipping 
years . 

post 

Douglas, if we could get something we could do within 
a month or so, it would be awfully good . 

Well now, this Standard Gas and Electric - they 1ve 
been nursing along a phony plan with the idea that 
after they perfected their plan, which was merely a 
moratorium, not a r eorganization - and the company 
would come out in as bad a shape as it went in - then 
they would come in ana register and submit themselves 
to the operating table at the S. E. C. That might be •••• 

Associa t ed? 

No, Standar d . That might be a good one . 

We have a claim of about eight million tax £gainst 
t hem . Now, what tha t would simmer down to, if nothing 
is done and we go ~head - may simmer down to about 
three million dollars. But os it stands at the moment, 
it is an eight milli on dollar t ax claim. 

Out of probably around 72 million dollars total 
liabilities of that particular company. 

That ' s against the top holdi ng company? 

The top company . 

Against the top. 
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\'le 1ve got claims down the line, b ut as 
they were consolidated statements, so, 
it, the claim was against the top one . 
eight out of 72 . 

I recall it 
as I recall 
So ~re 1 ve sot 

Is tnis Standard? 

Standard . 

Dougl~os , who do you think OU&ht to - do you think 
that at this stase we need anybody to sit in from 
any other agency? 

I don't think at this stage, because on this 
problem - we would at a little later stage, but 
on this holdi.ng company aspect I don' t think we 
would . 

(Messenger brings in maps on Standard 
Ga s and Electric} 

That ' s it. 

God, I hope it was in your (Oliphant) office . 

I hope it wasn 1 t . 

This is a little - Just a batt!& as to where - as 
between •••• 

Of infallibility . 

... Mrs . Klotz's office and Mr . Oliphant 's. It goes 
on about once a month, as to where the papers are. 

Clerical infallibility, - the issue . 

We laid it on his doorstep. God , I hope it was there. 
knyway, go ahead . 

You haven' t - have you sat in on any of the d iscussions 
witn the committees in that Standard Gas? Have you 
been consulted on the plan2 

Have we? 

Wel l , we so far , as I recall it, have concentrated on 
the amount of tax. That ' s where the conferences are, 
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as f~r as we ' re concerned; because theoretically 
they say they ' re going to pay whatever tax 1a 
finally determined. The result 18, as far as the 
plan is concerned, it won ' t affect them, because 
whatever the taxes are they 'll pay in cash , as they 
say now. 

What i s your leverage on them? 

The lever age is to keep the t ax so high - our deter
mi~tion of tne t ax so high, t hat they just won't 
pay 1 t anyhow. They' 11 r e!'use to pay it and litigate 
t he t ax, which will mean they can' t put their plan 
through. 

Well , following up with Yr . Fronk, let me ask this 
question . la~e Genesee or any company . Suppose we 
say, "All right, we pick that company .• Bow can we -
how could we force them to time? That ' s the question. 
I mean how can we bri~ t hi s thing to a head? 

I think we ought to consider •• • • 

0!' course, it varies so much. 

Would we put them through 77-B? 

Genesee is in 77-B . 

These cases we •re t alAing ~bout - we typically ti.nd 
them i n 77-B, except Standard. 

Yes , Standard . 

Now, we haven' t done the other thing you may be 
suggesting, that we go over tax cla ims and see if 
there ' s somebody we could !'orce into 77-B by means 
ot a jeopardy assessment. That ' s another possibil ity 
that might be canvassed. 

I think that ought to be canvassed because there are 
quite a few rocking around that are pretty close to 
it. 

We could start with your list - a list you might give 
us, you see, and just go down it from this s tandpoint. 
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Well now, look, would you- I'm so intensely 
interested, I want t o sit in on as much of tbia 
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as I can -rself, because I ' m interested in putting 
people to work. I'm so sick and tired of sitt1ng 
here and signing'papers and saying •No.• I'd like 
to get 1n on the productive side. I mean I get 
awfully tired of my job. And this looks to me as 
though it would put both capital and people to work, 
and that's what I'm interested in. 

Of course, on the railroad end you have to work with 
R. F.C. Now, between you, you could - if those two 
agencies would get to work - I •m interested in 
railroads because I've been in a lot of them, and 
it's just shameful that they have not been put through 
reorganization in these last four years . And you could 
force a real reorganization. Because the plans that 
they 1ve been presenting, if accepted, would put them 
back in reorganizati~n ln a few years. 

Well, I think •••. 

That's not our scope . 

Offhand, I•d like to see this thing through so we 
can either say, •Well, we can do it,• or •We' re licked, 
we can' t." Now 1 if you people are ready and would be 
ready tomorrow evening, :r 'm free - llrs . Morgenthau is 
away - I'm free to devote t omorrow evening, if that 
isn't pushing you too far. 

You (Dougla s) going to be here? 

I'm not sure that I'm going to be here. Let's see, 
tomorrow evening 's Friday. 

You•re going to be away? 

Yes, tomorrow evening . 

To~orrow afternoon is Cabinet. when would you be 
ready? Be ready Monday morning? 

Oh, I could be ready tomorrow morning or S~turday 
morning . 

Oh, you're just away 
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When 7ou go1.JII to Chicaco? 

I '• goiug to Chicago on Sunda7 ni&ht - Sundq 
afternoon. Be gone until Thuradaf. 

Would you be ready Saturday aorn1ng? 

Yes, Saturday . 

Do you want to come over? lUnd collin& over here? 

No, no. 

Would you be willing to 11eet, say, ten o'clock 
Saturday morning? 

That would be all r1gllt. 
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And then that gives everybody a chance, and U' so11ebody , 
wants to meet in between •••• 

Isn't it your thought that we better get together in 
the meantime~ It will be necessary, if we ' re going 
to be aey further al.ong than we are now, that - it 
will be necessary to get together and look over these 
comp&n1es . 

Wily don't some of you people go over to Douglas ' s 
shop? Tomorrow I 1 ve got this bank holding thing -
I'll meet ll o ' clock. 

We can do it this afternoon over at our shop; sit 
down w1 th one or two of our men, go (R er everything 
we have, sort taem out, take a look at it. 

And have our people come over • ••• • 

. . . this afternoon • 

To you this afternoon? 

Sure. 

About what tille? 

Half past two. 
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All right . 

I was wonder ing whether we'll be tar enough along to 
have anything for you by Saturday . 

I think we can sort them out and have ~ general 
size-up and reduce the choice down to three or tour , 
and get into a consideration by Saturday morning of 
the various aspects of those three or four, which 
would be relevant to the decision on this . 

You see, our fellows here work on a 20-hour basis when 
they have to, and Oliphant hasn't worked - I mean on a 
thing like this - 1t challenges him - now for what, a 
couple weeks? 

I ' ve been down to Key West. 

So he 's all primed to go and he's full of sunshine 
and f ish. And, as I say - so we• re all - 11e

1 re in 
good shape physically here. 

Well, 11e are. 

I mean physically, individually. 

We can get together if two or three can come over 
this afternoon, sit down with our staff, and start 
this . 

Oliphant: 2:30. 

Douglas: And start this selective process. 

Oliphant: !tow, I'd like •• •• 

Oougl Es: V/e can confer with our staff tomorrow morning and 
then we can have something here tor recollljllendat1on 
on Saturday morning . 

B.J .Jr: And if you don' t mind, if it isn' t crowding you, it 
you can put the thing down so I can see the terri tory . •• • 

Dougl as : Sure. 

B • ..l . Jr: I can get it better visually. 
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We 1 11 hBve a picture of capital structures of the 
three or four companies that we reduce it down to, 
~ith perhaps a colored map showing the spread 
throughout tne country, what kind of s Job it is, 
and to what extent it t ouches us , to what extent 
it touches Federsl. Po.•er . We can do t hat on three 
or four. 
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hnd personally - I ~now this'll make it a little more 
difficul t, but if it could be in the t erritory where 
TVA is - I mean I t hink it would be very interesting . 
l don ' t say that it has to be . 

Conwell says it is in pretty good shspe as far as 
t axes . ~ 

• 
I mean t hey control the whole section . 

No, t here's some Associa ted Cas ar ound there. Those 
a re m1nor . There ' s .some Electric Bond and Share 
Lr ound t he TVA; that's s omewha t minor. 

I mean Just throwing - I don ' t say you have to do it, 
and I don 't want to make it too har d for us . 

Yes . 

I think selecting the territory is almost the most 
important step, because there are all sorts of f actors 
t b&t come into t hat . You hav~ t o have the local people 
woo would be sympa tnetic 1n the first place, and see 
t ha t you d on 't get mixed up with these local commissions . 
And my hunch ,.,ould be t o start with a territory where 
you can ge t out and concentrate on th~t and build 
from there on up. 

Yes . 

WPll , as I say, we want to get all the breaks, and as 
I say, 1r we do have to make an offering to the public, 
l'a want it to be so attractive that it would go - the 
people woula b e falling all over each other to sub
scribe to it. 

Think the Secretary Might be interested, Jerry, in 
tne possibilities in Alabama , Mississippi, and Georgia? 
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That's wbat I t hoiJ&ht. 

That TVA a r ea hasn't as yet been, as you know, 
delimited . or necessity some delimitati on at some 
time will be necessar y , because obvi ously TVA only 
bas X kilowatts on its pr esent basis and oQ the 
basis of what has been authoriZed and planned. 
We can start off with the assumpti on that i t is 
not going to be the entir e United States, it i s 
not going to be the entire Southeast . ~uite 
confident of that, in terms of just plain kilowatts . 
1hose are facts. 

Kilowatt lines. 

The line, I thi~ - I talked to Lillienth&l a week 
or so ago, and I think the line is beginning to be 
drawn- a little indistinctly, but it ' s beginning to 
be dra~~ . That would lebve substantial areas - Miss
issippi, Georgia, Alabama , particularly - that 
wouldn't be embraced, i~ all probability. 

There has been a suggested proposal t hat we have 
discussed at the Commission and that I r eviewed with 
the President the other dey, whereby the stock or 
Georgia Power, Alabama Power - belong to Commonwealth -
and the ¥1ssissippi Company would be acquired from 
Commonwealth and Southern and distr~buted locally 
in Georgia - Georgia Power stock distributed in 
Georgia, Alabama Power stock distributed 1n Alabama, 
and the Mississippi in Mississippi. In Alabama tney 
woula - there a r e so~e little isolated properties 
belonging to other systems that could be picked up 
and merged so that we'd have an integrated intrastate 
Alabama system locally o.med. The saDie thing 1n 
Mississippi - a few more mergers in Mississippi than 
in Alabama ; we'd have an integrated intrastate 
Uisstssippi Company. And the same 1n Georgi a . Get 
away f r om thi s absentee ownership thing, satisfy the 
requirements of the statute on integration, because 
it would be purely intrastate; and, looki ng forward 
a year or five years or ten years, put that Southern 
utilities situation in a positi on where it could be 
dealt with locally. It would be then not a question 
of an absentee landlord, not a questi on of a trade 
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across the t able witn a f ellow who had e very 
oonceivable thing to throw into the Jackpot , 
who had Kichigan to trade a gainst Georgia and 
Connecticut to t r ade against Alabama , and all 
that ; b ut you nave a local situati on. 
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Now, Lilli ent hal drop.,ed a remark to me the other 
day that was very interesting . He said that he 
felt that if that Tennessee Electric presently 
owned by Commonwealth and Southern had been owned 
locally, they would have arrived long befor e now 
to an amicable settlement of the Tennessee problem, 
because the Tennessee municipalities would be 
talking to the Tennessee investors end they would 
decide amicably within the state what the des t inY 
of t he s tate was going to be, ond they could do it 
much better. 

An operation like that, very confidenti ally, just 
within this room, has been proposed by Harrison 
Williams, of North American. Now, Harrison Willi11ms 
doesn't want to do it, believe it or not, at a 
profit t o Harrison Williams . Be wants to do it 
•ex" prof i t. As a matter of fact, he would prefer, 
l believe, to have the Government do it rather than 
to nave him do it. He has the formula and he has 
made a s~udy over the period of the last nine months 
of how to do it. But savings in fixed interest charges 
on those properties could be made by a refinancing, 
witn a settlement of the TVA boundaries, End so on, 
with the sale of tbe securities locally, ~hereby a 
refunding operation of the bonds could be conducted, 
redu.cing interest from six percent, say, to four and 
a half per cent . 

Our staff is working on that problem at the present 
time informally . No appli cation has been filed. It 
is distinctly within the r ealm of possibility . Whether 
or not it :toul d be possible of attainment would depend, 
of course, upon Willkie, 1•hat he would be wilting to 
do . But 1t i s moving pr etty rest; it has gr eat 
possibilitie s of just settling the whole utility 
probl em in the southern part of tbe country, by doing 
two things: breaking up those companies and having 
them wholly intras t ate, with the securities held 

Regraded Unclassified



H.!J.Jr: 

Douglss : 

H. J.Jr: 

Dougl as : 

H. l.l .Jr: 

Douglas : 

Tayl or: 

Ol1 ;>nant: 

Dougl r. s : 

Olip!uint: 

D~uglas : 

Oliphant : 

( Douglas: 

• 

108 

-17-

locally; secondly, a line around TVA, that line 
to be determined by the bard facts of kilowatts. 
And with that Chinese dragon then out of the way, 
I think it would be a settling influence over the 
whole uti lity situation in the entire country. 

Nell now, .fh0 1 s driving - the dr:iving force on the 
Government side? 

On the Government? That Just came into our shop 
the other dey . Harrison Williams presented it, we 
discussed it Nitn the Commission, I talked it over 
with the President, and I was about to approecb 
Jesse Jones to see if he ' d be interested. 

Where would be come in? 

On the possibili ty of H. F. C. financing it. 

Has he got the money, Ylayne? 

I don't know . 

Be basn•t got the authority . 

Let's see, Bill, if you got the securities and sold 
them locally, you'd have to s~ueeze the water out 
of t nem before you sold them. 

That ' s right. 

Who would take that slack up? Where would the money 
Coale from to take up that slack? 

~bat we'd have to do - S. l .C. would be passing upon 
t be consideration t o be received by Commonwealth 
and Southern. And we are well into our analysis 
of those companies, showing the amount of write-ups 
and what not that are in there, and what the f air 
value of those securities , based upon a prudent 
investment theory, would amount to . 

The idea would be that Commonwealth and Southern 
would take the loss through the squeezing out of 
the water . 

Yes . 
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Yes. Tbat is, to ••• • 

.. • merely reflect the market realities of the stock. 

Reflect the market realities of the stock. Bow much 
it would be, I don't know. By the cry of "Wolf, wolf" 
tne$e big absentee landlords, so to speak, in the 
utility field have been very successful 1n scaring 
a hell of a lot of investors. 

Well, it's an interesting idea. It would help a lot . 

Well , I just throw that out as another angle on this 
thing that doesn't - it's a variation from the thing 
we started t alking about. ~hether or not •• •• 

But it 1 s on the fire, so to speak. 

It•s on the fire. Now, whether or not -I mentioned 
it just apropos of your • •.• 

I'm glad to get it, because I get - in other words, 
I want to be up-to-date on this thing, what it is, 
what's going on. 

That ' s a distinct possibility, a nd I think that- I 
th1nk it ' s worth exploring. 

Yes. 

And I think tba t 1f 1t could be hand.led by the 
Government, there is a possib111ty of a very profit
able operation at present . 

Wayne, do you tn1nk the Federal Reserve under its 
statute could do the job? 

I don't tb~nK it could do it the way it should be 
done, Jerry. You see, it all bas to be in the form 
of loans - I mean under either of them. Tbat's the 
thing; that's the trouble. I'd say in Jesse ' s Act, 
why, there are certain types of operations wb1ch -
this would certainlY be one of them - that unless 
you can get a defin1t1on of a loan which 1sn1t the 
def1ni tion that he has now, I don't think you could 
do it . 

Couldn' t you do 1t - make a loan with the stock as 
collateral? 
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Well, it• a .... 

To a syndicate taat would diatri bute . 

It was in anotaer connection that I talked to bill 
last week about underwritin& aod one ta1na or 
another; tbis would come in that general field . 
And I think be 1 s pretty satisfied that be hasn't 
got the authority at the present time to be able 
to do this type of thing . 

Now, you could - I mean the way you would get that 
amendment if you wanted to have it, why - I don•t 
think it would be too difficult; but in order to 

110 

do this kind of a job, you ' d have to have a rela
tionship to the junior capital wnich would perait a 
carrying whil e you were doing your placing locally, 
and that ' s always been the bug in those things, tll8t 
you coulan1 t get a carry for your junioe capital. · 
And somebody has to do it; otherKise it won't go. 

llell, I tnink if you people would start now - and 
they're coming over to you; then we ' ll meet ogein, 
and just push a s hard as we can. Meet here at ten. 
I just wont to soy - I can' t help it, these news
papermen are around our balls all the time, and if 
taey ask us what you1 re doing here, we simply say 
that Re have no comment to make. 

Sure . 

I mean if they should see you coming 
can't help it; they patrol my door. 
never any leaks out of this office. 
are never any leaks out of bore . 

in and out, I 
But there ore 
I mean there 

There is one word of caution, Mr . Secretary. As far 
as I taink we •re concerned, it would be unwise to 
i ndicbte •e ' re going to do c ny kind of such job under 
the Holding Co:npany Act until the Supreme Court bas 
decided the Electric Bond and Share case. 

Nell, our role in it is obviously tbis, I think. We 
nave a Job to do under the statute - two ~in jobs . 
Our biggest job is simplification; secona, integration. 

Second, what? 
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Integr ation - geogr~phical integration of t nese 
companies . 

Yes. 

And the people who are working on those plans for 
Utility Power and Light are in our office every 
day. We are consulting with them and advising and 
steering them this way and tbat way , saying "Yes" 

111 

and s ar,ing"No" in an informal way. It ' s the only 
11ay . 1o'e can' t run it on a formal , l egalistic 
procedure basis . do in this connection, if the 
Tre&sury is t he moving porty either extensively 
or in Ln undisclosed way in a plan, our function 
ooesn' t change at alr. I llr~ we s it there advising 
and consult ing and hel ping the moving parties satisty 
the r equirements of t he sta tute. 

Well , your power woul d have to be used in a pretty 
deci sive ,vay, because it would always be possible 
to oust us by coming in and paying the t axes we 
claim . So you' d nave to be abl e to take hold of 
it . 

lhe t hing J erry ment ions is, suppose under the motive 
po ver a s supplied by Treasury a par t icular plan is 
proouced, and in order to get rid of that motive power 
t he Treasury 's claim i s paid, so Treasury is out . Then 
tne problem is left for us to deal Mith not in a 
voluntar r way, in coopera tion with the par ties, but 
involunt arily . Now, we are committ ed by t he Attorney 
General 

I see. 

••• and by ·ourselves to a policy of not forcing things . 

I s ee . 

Unti l the Supreme Court decides the Electric Bond snd 
Share case. 

ilhich will be argued t he 7th of February ; that ' ll be 
out of the way in a month. 

Well , this i dea I have is t ha t we can force thea 
througn t he unpai d t axes. No,, 1r we can ' t force 
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them and they pay their ta~es, well then, the 
thought that I had - we just drop out of the 
picture anyway. So the thing that you r aised 
doesn t really come up • 

• 
This is a voluntary procedure from the point of 
view of the company . · · 

Yes, and either this thing - the unpai d taxes is 
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a big enough stick to whip them into line - and 
if it isn•t, tnen we nave no usefulness in this 
picture and we drop by the -..ayside. So that thing 
you raiseo - I• m not going to say, •Nell, if we 
c&n1 t do it, you force them." I 1m only interested 
a s long as \Ye v: i t h our unpaid tsxes are useful agents . 
So I don ' t t hink tbb t the t will come up. Buh? 

No, I oon1 t tnink so, except Nhat Herman mentions, 
thut if they in order to pay the tax had to put 
through a pl an or dispose of property , they'd have 
to come to us. Tha t' s wha t you have in mind . And 
then if they were doing it on •. . 

Some tiling else . llhen we sit oround a table and try 
to pick a company, one of the things we have to keep 
in mind is, do we between us have enough hold on them 
that >"e can take them ond hold them long enough t o 
operate on them, or wi ll they climb off the table? 

,;ell, I think ne co ... nere tney have to do sooe 
financing ana Keep - pay t heir t axes; bet~een those, 
Ne ••• • 

I• o liKe to mention one other thing, get the reaction 
on it . I can understand tha t you want to wait until 
after the blectric Bond and Share case i s decided to 
do anything. 

To announce it publicly. 

No, not to do anything . To force companies by an 
a ction of t he Commission, such as application to a 
court for an order to do something . 

//ell then, 11hether or not this runs across that, I 
don't Anow; but as I r ecall t he Public Utility Holding 
Company Act, you Blso have the power in a receivership 
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to negative any plan. 

That's right. 

And we 1re doing that right along. 

Noll , our only power is the sBJDe thing. VIe can 

negative the pl an. They con get us out from 

under by paying the tax. But if it was agr eed 

thLt if ne negatived t he plan ond they paid the 

t ax, and then you1 d co~e along and negative the 

plan on the same basis, then I don't think they 

could get hway, and if they knew that • • .• 

Ana when in court t hey can' t pay their tax in anr 

manner which woula hurt other security holders, 

and thLt ' s ~here we can neg&tive i t. 
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And t ha t 1 s the technique in the Genesee case. They 

came to us with their pl an tnd said, "Please approve 

it." We said, "Nothing doing. ;;e can do that -

t hat i s, only c onsistent with t he hlectric Bond and 

Share." 

While we 're here now all together, there is one thing 

I'd like to mention, to be sure we1 re not overlooking 

anything. I wish you (Opper) would read off that thin 

list, that list of companies that we marked out . 

There is L class thtt we just marked out . I.R .T. is 

the type. Just read that list . 

Atlas Pipe Line; Hudson River Navigation Company; 

Interborough Rapid Transit Cocpany; ~anhattan Railway 

~ompany; Postal Telegr aph and Cable Corporation; 

Tallulah Falls Railway Company . 

'l'llose are all out as far a s we ' re concerned . 

I Just wanted to be sure that we weren ' t interested 

in the• t field . 

<iell, Postal - I nappen to know a little about the 

Communications Commission; might work with them on 

~t . They have - t hey' r e in 77-B. 

Well, I don't want to say we•re not int~rested in 

r a ilroads, b~t this - this is so i mportant, I Just 

want t o concentr ate on t his . Now, i f we're 
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successful, e.nd I sincerely nope so, then we can 
sit down with the other boys on the r ailroad thing, 
if this device, usins the Treasury, works. I mean 
don't - I mentioned railroads to the President, but 
I just want to do the one thing at a time, because 
it ' s so big. If this pattern works, s~ell; then we' ll 
take one railroad. 

You see , at one extreme you have the electric company; 
at the other extreme, you have the railroad . Then in 
bet.veen we have these middle companies that we just 
dropped out, a ssuming what you w&nted was a typical 
electric company . 

I t hink this ' ll be fun. 

Swell fUn. 

Regraded Unclassified



REPORT OF S!CRITART li:RCDITIIAU'S 
PRESS COIIFER!IICE, JAIIUART 'n, 19)81 

R.I.!. Jr. I Well, I ' • at your service. 

Q. 

A. 

"· 
A. 

Q. 

A. 

<; . 

A. 

~. 

A. 

c:. 

A. 

Can ;you tall ua a.-thing about toda,. • a a eet.ins 

ot the lntercleurt.clt.al Subco.-1 ttee? 

There ian • t g<'ing to be an;y. 

Toda)"' 

No, it was put of f until tomorrow. 

Tomorrow morning? 

They need a little 100re time. Yes, eleven o'clock 

tomorrow. 

\'!hat was the reason? 

They neoded a l ittle more time--sooe of the people 

did--to do their homework . 

~ill Senator Glass be in this meeting? 

llo, no . I Clean - -

Have )'OU decided on your auuestions' :.:r. Secretary? 

flo, I 'm ecinr to listen. 

Is it fair to assu~e that out of tbis meetinr 

there will come some sort ot a legisl ative 

proposal? 

Wall, not necessarily, ~t I don't knew what they 

are li"inc to propose. I don • t know hmr - when 

;you aProint a committee to .... tbls s tudy it'• up 

to me, as chai~, t o lioten, and I don't want to 
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.... at wtlat will - out or it - tM• 

iR't a :ru~ c~t.tAe. I uao, t.hea• 

rellon are all - - • 

Q. Will yi>u diacuea any of the billa already propcaed? 

A. Well, th81 will go o.,.r the wrole thing. 'lll81 

haTe had plenty or time. 1 •an, these are 

intelligent ~ople and there will be a full 

discussion or the whole subject . 

llr. Secreu.ry, around the !iret or the year you 

said you were keeping in constant touch with 

Jlr, Hopkins regarding the relief situation; baa 

that changed an:y'l 

A. You 11ean my keeping in touch with them? 

<; . No, at t hat ti~r.e you said as a result of these 

contacts - - • 

A. No. 

<;. There wu no change in tbe picture at the llll)lllent. 
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A. 

<;. 

That ' a stlll true. 1 have here their release as o! 

the week ending January 15th and I get the advance 

ngurea !or the week or January 22nd and there still 

isn't anything in the picture but what can be taken 

care of by the money provided for in tbe Budget. 

lloney prodded by what? 

A. By the Budpt. . 
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<;. AnJUiil'& - CD WI frlach 11 t.aat.iOD, 

A. 

~. 

Jlr. llorgent.bau! I Me Ute friiiC al.Poat. toacbecl 

en elnn-year low tha othar day. 

Nothing new that 1 can aay about it e~cept that 

we are watching i t very closely, but there ' s 

nothing I can say. 

Is the Tripartite monetary understanding still 

in effect? 

A. St.~ in effect. 
~-

~. llr. Secret.aey, Reuters had 101118 report t~at the 

A. 

c:. 

Van Zeeland report is going to be made public 1n 

'llasb~gton at t he Treasury or White House tcor.orrow 

morning . 

All 1 know is we won't release 1 t. Wy eueea 1 s 1t 

woul d come !rom t he State Depart.Eent. 

Is this ~ Van Z.eland report from all those 

trips around that be made? 

A. 'fell, strictly 1n the rudll', it e8118 tere lata 

last ni@ht and i t's about .YJ!1 thi ck , and I han 

asked aOI!Itlbody to read 1 t, now, and t hat so• body 

hasn't because I gave i t to him late last nig~t 

and I don't think they have -.aded Utrougl'l it yet. 

But I greatly question that I will aake any c~ent 

on it. . 1 iugine it will all be State DepartMnt 

and I would be surprised 1f the 1lh1 ta Rouse did 
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~. 
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~. 

A. 
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UJthiD£ aboat. i t . But t.tia il ~ust. ucnsn 
u , bat. 811' sue•• 110111.11 ~ d1r~t1c d~t.-

1 t. would ~ out. o! the State Depart.mM~t. . 

There are going to be aOM thinge on 11100ey in it.. 

Will you c0111114nt. on the11? At least, according t <' 

what l.!r. Van Zeeland a aid . 
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I've ~t to wait ur til thia fellow reads it. But 

you reae:!lber, here a IIOflth ago, there was a dispatch 

cooing over .mat t t ey are t.alldng about doing with 

fOld and if that is in the rcrort I think I laid 

thLt one to rest, but aa lonr as it's so big 

I suppose the whole report will be released. 

Mr . Secretary, isn't is rather unusual in this 

current French franc oriaia that there have been 

no actual physical shipment:! of gold from l'aris? 

No. 

Has it. been confined to earmarking? 

llo . Use this for bac~rround. The dealings in 

francs in ttis courtry are not very heavy, see-

this is for back~und. And the biG play on t t at 

is between London and raris, and when a tio:e like 

this comes, what they do is ~ore or less j ust make, 

mere or less--this is for background-just !lake 

official transaction• in francs the way it is now. 

I ...,an, there ian' t 1 !rae play in the franc riGht 
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A. 

c.:. 

A. 

+ 
n01r, J'CIIl -· but. t.be abc clc of it. 11 110st.l7 

on Loadan Uld .,aiD and .,aiD wben the fruc 

get8 t.ben ainkinc spells, which t.he)' 1-.a'ft had 

three or four t~a, we don 1 t pt the fUll brunt. 

of it and t hen they han always taken extra e00<1 

care to treat the tlni ted States well and n are 

fully protected. 

But still it doesn't account, thouth, wby there 

ha<re been no £Old ahip~enta; I still think s~ 

.,.,tal should have been sh1 rred . 

The answer is they've tot enough here to take 

care of the present situation--you can use tbis 

for background--but t.hey•vc got enough fOld and 

dollars to amply tnke care of the very limited 

transcct.ions which are taking place, but the 

big brunt of this t.hing cOMes either in London 

or on the Continent. and we don't get 1 t--we never 

get it; I ~an, t.here's jus t. as little m:rstery 

about it as possible and l'• telling you the 

whole story; there's nothin~ else to it. 

Has the irench Stabilization Fund exhausted i ta 

resources? You see constant reports that the 

Stabilization Fund is not supporting t he franc 

or to a limit.ed extant . 

ll'ell, that I can't answer because it's their 

operation, but I •a sl.-r>l7 telling you, as far 

119 

Regraded Unclassified



Caston• 

Q. 

A. 

c.. 
A. 

u ware coaoaft*l, t.t.q.,.. '"1'7 ~l 

.,...retiOIIII• Tbe7 han ..-1e funds on depos~t 

tor u-. Do :rou think l'• talldng too ~b, 

J erbart.? 

Not tor background! it ' s all right for background 

purposes. 

11r . Secreta17, if 1t 'a tNe that the French 

Stabilization fund ian' t supporting the franc , 

then the Triparti ta lll<'netary agreement isn 1 t 

worldng. 

The answer is we do get a rate every day. It's 

working every single day . 

\\hat do you mean by rate? 

Didn' t I explain thnt the other day? They give 

us a buyin& rate for the franc and they give us 

that every day, aftor their ~rket closes, they 

instruct us please to take care of ttre franc

buy at SllCh and such a price and sell at such 

a price, and when the day is over tl'ey have 

enough money in rold or dollars here that t~ey 

take whatever francs we bought or sol d of! our 

hands. In other words , we simply operate for 

t hem and we never ret s tuck. 'lfe take dam 

r ocd care of that . t Yery si,.le day we get 

a rate tor buying-this is all for background 

pu.rpoaea. 
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c;. llr. 8ecretal7. wt.at hii1'1Da llbeD their bel

here bee- abauatecn 

A. That 11, ,.Un, their WOrT)'. In other words, u 

tar as the Unlted Stat.11 Treasury 1a concerned, 

we don't take any riak at ell, you see. I meen, 

just as long as we hno gold or cash we are .,,.. 

than willing t o ooorate t or them at thelr risk 

and expense. 

c;. 

A. 

A. 

Do you check the 11110unt ot gold they have here 

before you start buying or selling': 

I am a very careful fel~ow. And it goes for all 

of these people. ~on !•= operating for the 

United States Treasury or t he United States 

Covern=ent l don 't tnke any chances at all. 

No rubber checks . 

No, 1 1m not taking any chances , whether it's 

France, or llexico, or Canada or any other 

country. 'ben the day 1a through the United States 

Treasury is amply protected. This is all beck

ground. And at the same time, doing this, why do 

we do it? 'fell, we are operating for them-it 

eliminates the s~arpshooter in the foreign 

exchange aarket ~ he can 't deoreciate or in-

fle te thia thine and a tart 1 run on the Bank 

of France. It bu always heretotore been Mndled 

by theae sherpebootera Oi.nd no nac - enrthinl 
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A. 
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to tba DC! 1t the)' caD aka a I"J"'fit and in that 

war start a nm-t.he)' ban alwaJII done it. That, 

re.U,. wbeD 1011 ret down, 11 what the Trlnartite 

has doneJ it keeps this thing regular in times 

like this . When a countcy like France is trying 

to straighten out ita internal difficulties and 

they know they don 1 t have to worcy and the 

Alnerlcan busineseman - if he tas francs due hi-

he knows U.at he can cat francs at a reasonable 

rate and that's lit" at it does for the kporter 

or exporter . !:ow you go to any other eountcy 

outside or, 1 mean, where they've got this 

thing shut down--the American businessman can't 

get his money and that's tho ereat difficulty 

and that's why-they know what they can continue 

to buy and sell and import and export-he's taken 

care of and t hat's the service we are rendering him. 

P.as the Treasucy issued any sort of de facto orders 

ask~ng Alnerlcan banks not to engage {Old in France 

for psycholotical reasons? 

No. They might have on their side, but we 

haven't. 

Do you know if they have asked? 

I don't knowJ that'• their business. As far aa 

I know, anJbodJ can buy or sell-our mar\<et is open. 
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I - • it et1!f i-.vll'tfriWII'J-Iilt.t ~- to HU, w 

will bu)o. The7 caD t.Ue it out or '11u7 1t.1 

then'• DO netl"iction wbate-r, u tu u 

the Oni ted Stat.ee Ooft..-t 1a c-..-d. 

It'• abeolut.e17 f'l"ee-t.hat. 1a ap1D tor beck

ground . Now 1f t.he French want. to d~ it that 

is their buaineaa and I don't want to talk 

about. it.. When you set. all through there •• 

no J~~Y~t.a:ry about it, as far as what we are 

do ina other than I don't want. to sar wbat I aa 

doing tor enother client--that' a his busineaa. 

If he says to .a "I don' t want you t o say how 

much I 'm doing" and he has to keep the secret. 

And if he's my client I should, as a 111atter 

of ethics, live up to his request and as long 

as I do that. he trusts us and 1 think tbey 

trust us as 1111ch as anybody else in tbe world , 

becauao we keep their confidence; it's no 

secret as fer as what 1 am doing, but just aa 

far as 1 am operating for another government . 

Pu!'8l7 orr the record, don't. you think the 

Triparl.it.J Aareement. stars &lin on a rretty 

alill balance, if it dependa on 'Nnch balance• 

in this country? 
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A. •u, ,_ IIIII DOo !be feet that U..,. haft WI 

.... •\ bu •uJed tha to keep F ills ud to 

lrMp f1oca aUppills into acMII,. clllltrol-tbat'a 

what U..,. doa't -t and that'• """w don't 

-'• )! tbis th1Dg f&ila, 11 far 11 FI'IIDCa 

ps, what happens! They go into excbanp 

control and this present 1overnaent has aca1n 

and apin-this group starting w1 th Blus-has 

again and again said they don 1 t want exchanp 

control . 

A. 

Can we use this Cor background? 

Sure, and that's one of the e~onomic foundations 

they stand for; and there' a this other part7 'tlho 

want exchange control; 1t 1 a of tremendous interest 

to this government to keep as many countries froa 

£Ding on exchange control. \\'by? As soon as they 

do it ukea it that IIUCh 110re difficult for our 

business r.en to do business in that country, and 

just as long as we can keep France open and 

free it means the chance !or world trade is that 

m~eb better. There's the whole story and it we 

can kHp that it makes it that ~~~~eb easier for 

llr. Hull to keep his trade treaties gcinc and 

keep the world tr.de gcini• E'l'ery tiM 

a country elipe back into exchange control it'• 

that IIUch 110re difficult to do business. Thil 
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uw.., ..._ ,.. an • 1'01Dcl ftlen'• .. atrN 

811011 NIIOII tor all ot ito 

Q. CID .. H7 hM -~ oont.rol ill 70111" poUq 

ill the !'reuuz7 b .... t.lal tor AMrlcu t.ndl 

inatNd or tor backSJ'Olllld? 

A. I wouldn't 81)" it. waa euentiel, but. it'• the 

buia. Herbert., i a that too at.ron(l I think 

it 's t.he basis for trade. What.? 

Gas tons 

~. 

Yo•· 

The absence or exchange control 1a t.he basia ot 

Aloerican trade policy? 

H. li. Jr.: Yes . 

Q. We can quote you on that? 

A. '!lhy not? 

Gaston: I think that's all right . 

H. li.Jr.s If you want SOI'let.hillg, let. M !>aft a ainute. 

~. The absence of exchange control 1e the baais ot 

the American trade policy? 

A, That's a kind or a double negative, isn't it? 

If you want something--let me just think a minute. 

I Jlllt 1 t something like thie: That the Tre&su17 

1a conetantly WOrldD('-J can 1 t gi VI 1 t t.o JOU 

offhand, It •s too iaport.ant. Let • t hink 

about. it. I don't ll1ncl 70U 1111nc it tor 

bacqrouncl , but just to gin JOU eoMt.hinc 
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-u-
wbiob wald at.ud up uoand t.be world-1t. 11 

too illport.ut.-I can 1 t. do 1t. Y 011 get. what. 

oar poUC7 IDd our 'PJ'OIJ"U 11-it'• t~0111~ 

illportant. that w keep u - Y countries os-, 

tr.MDC10111~ i11p0rtsnt, DOt only for oursebws 

but for the whole "orld, IDd I uy point out 

that one of the rsasons that bueinees kept up u 

well as it had is on account of the very l'llll&rkable 

volume of our import and export trade at the end 

of 1 )7. I don't think people yet apprecilte the 

tremendous increase in volume of our export IDd 

import business for the last quarter of ' )7 and 

the basis of that whole thing is that a man, if 

he sells a llillion dollars worth of merchandise, 

lmowa that he can go to his bank and cash that 

thing-on the other hand, it he g(.es up against 

a country that has exchange control he's got to 

worry and has to take harmonicas 1n exchange for 

oil which they do, and has t o send his boat into 

a country to get it painted in order to get ~ey 

for bil bananas which they do. That 1 a the fi&ht 

I han llade here . I trust you fellon to u .. it 

for backct'OUDdo 

It- nry cars!UJ.l.7 stated 1n the Tripsrtite 

underetlllding itse , in the last persgreph of 

the Triperti te understendiniJ U. said these 
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a&U.. (I don't • t 1r ju\ the wwda ued) 

elqll'NIIed t.be hope t or relua\1on or ac-,. 

ooatrol and otber re1t1'1ot101111 on tr.de. 

H.li .Jr.: Would 1011 r,et t.hat t or the bo:ta and IMd U do.~' 

Gaston: Yee. 

H.li.Jr. • And that '• why we bum the llidJI1"'t oil U• and 

t1118 apin when 1c.ething 11 happening in another 

country, to strain every point and still sta;r 

within the spirit ot the u w--olhich we do •erv 

carel'ully-to hel pinr a country fro• slippiq 

into exchan{e control . 

~. 

A. 

'llhat other countries, ltr. Secretary, have you 

prevented, besides France, frOCI slipping into 

exchange control? 

The 1110at recent one ia VexiCOJ that • a the 110at 

recent one. 

~. How about Japan? 

A. Well, the;r hue a sem-torul ucbange control 

DOWJ there ian 1 t a free fiow o 

Q. An:r other countries besidee Mexi co? 

A. That'• t he aost recent one. 

~. 1'aa :rour polic;r towards China with the -

view in llind? 

Part l7, yea. 

How about Brazil? 

!27 
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... u, w •" u- • acn• ant lut s-r 

and t.beJ ...,... t.ook lldftntaa- or 1 t and as.-

Uke ~hat-thq hne had 110re or leaa exc~~.anBe 

contr ol. Thia ia all for background . 

Ia there an7 likelihood that Franca ma7 slip 

into exchange control? 

11'ell, that 1 s the fisht that 1 s going on rlsht 

now and I hope that th87 can pull th-ebe• 

throush ap.in. 1 !!".Can, I sincerel7 hope that 

the7 can, but that's the big fight which 11 

goinr on there now. All thia is for backeround, 

but I s i ncerel7 hope, and it's a matter which 

onl7 the Frenchmen can decide. 

Mr. Secretsr7, would it be accurate to explain, 

for background, that thia country is doing 

wbate.er it can to help France avoid exchange 

control ? 

Yell, that' a the whole Tri!'arti te agree..,nt, which 

is, as lone aa the7 are in 1 t, juat as long aa th87 

can Uve up to the Tripartite agreement, there 

won't be exchange control . 

The thing that haa troubled all of us ia just 

what are the qualiticationa ior living up to 

it; just when do tbq and when don 1 t t.bq? 
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A. ..u, tbe7 llft up to it jut u lDDg u u:, 

Q. 

A. 

1011 1111 france 15, 000 worth or dolllre 8lld 7ou 

lend it Oftr there and 1011 CUI pt. paid thlt 

llimlte, 8lld jut u lona u there im't Ul7 

ezchange 8lld as long 88 th17 don't depreciate 

their curreney in order to get edftlltegee throu.ch 

that jlepreciation, that is one t hine. llecauee it 

drops 1 and we are convinced it. drops on account 

~r French capital .oving out, that's one thing 

but ~ust 88 SNln as they decide to depreciate 

tor their advantege, then t h"Y wouldn't be 

Uving up to that thing. Through that Tripartite 

agree~nt we have set this principle--here are 

three countries who say we won't take comoetitive 

advantage by depreciating currencies. We hope the 

other countries won't either. Since that ayreeaent, 

no country has done that in order to I'Ct trade 

adnntages. 

Does that apply to countries outside o! the 

agre-nt? 

Here are six countries who ~.ave laid down thea• 

principles incl\lding Bolland, Switserland. Since 

that ar.reeMnt, no countrr has deprecieted ita 

currencies in order to get t r adinl" advantages; 
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t.bq ...,. all bed tbeiJ" difflCIIlt.iN but DO 

count.rr bu deprectat.ed i n order t.o pt. t.nde 

8dftllt.e&N• .. haft accc.rll-"ed t.hat., JOil •••· 

Apill, all t.hia for 7011 fellowa, but. tor baelrgroand. 

c;:. • In the .... nt. t.hat. the FreDCh St.abtllaat.ion P\mcl 

•t.l reaerYea were exhauat.ed and it.a Mt.al 

resource a of' ea,....rlred •tal, and -in the 

Tripartite agreement hangs in the balance, what. 

would happen to the ef'f'ort.a to continue that 

Tripartite agre-nt? You aaid it was prettT 

sua. 

A. 

c;:. 

A. 

llo, I didn • t say 1t was rretty alia. I said 

they still had plenty of tunds aYailable with 

us here. They can go quite a long time as far 

as our markets are concerned . 

In other words, you are not concerned about the 

si tuation, Kr. SecretarY? 

No, I didn't say that. I'm not concerned as far 

as their operations in our aarket are concerned, 

but I alao pointed out that t heir operations 

in our aarlcet are Yery Uaited. That's one 

thing, but what ia roing on in f nne• is 

entirel7 different . But I hope ,.on dOD •t wriw 

anything about how concerned I u w1 th bolr loDg 
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tbq cu 1'0• 'l'bat. would not be fair :did would 

not ftl)MII .mat. I han aald, but I ha ... t.llkld 

Ylr')' frankly 1n order t.o BiYe t hia to you paople 

and juat let JOU really know what we are tryiJic 

t o do . 

Q. Did 70u say, llr. Secreta17, that t he Tripartite 

agreement was an essential preliminary to trade 

negotiations , as with Oreat Brit ain--it ata~ 

a policy. 

A. ~ell, I think tbia, and 1 think that t he State 

Depart..,nt will agree with M , that having con

eluded the Tripartite agreement and havine handled 

the work so well and having brou@lt the three 

countries that much cl oaor together, it makes 

a trade arree,.,nt that IIlilCh easier-1 t makes it 

auch easier, very much easier. 

!;. Fa•ed the nv'l 

A. I don ' t think there's any question about it. 

C. Mr. Secretary, back on the rocord a minute, do 

you know of any plana being developed t o have 

a Federal agency t hat would expend small industrial 

loans or help the market for bond issues or ...u 
buainaaSMn? 

A. Yee, but I don' t want t o talk about that. I ...,., 

unr ortunatel)', I always a"' truthful and it 1a 

e~arraasing at time. I do, but 1 can't discuaa it. 

c. Thank 70u, llr. Secretary. 
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J anna a 27 , 19-'W 

Saw the President this morning and asked hi m to 
e~plain to me what be meant about his statement that wages 
=ustn•t be lowered. Be said it was very i mportant that he 
make this statement at this time because t he steel industries 
are about to renew their agreement w1 th the labor unions and 
that Tom Lamont, Edward R. Stettinius, Jr . , and Uyron C. 
Taylor are in favor of renewing the present agreement but that 
Ur. Benjamin F. Fairless, Pr esident of the Steel Corporation, 
wants to reduce wages ; that this i s a big f ight which i s going 
on inside the steel corporati on and that if they can renew 
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the present agreement t hat that will set the pat tern for other 
comoanies to follow and that he considers it of terrific im
portance that the steel corporation renew their present agreement 
and evidently he wanted to throw hi s weight with the Lamont-Stettin
ius ex-chairman group. 

Be says that f r om '29 t o 1 33 the steel companies and 
others constantly dropped t heir wages and maintained thei.r 
prices with the r esult of the tremendous depr ession. Be 
doesn' t want a repetition of that at this time and he feels 
that the steel companies earned enough money last year and 
were able to put aside enough money that they can continue 
to pay the present wage scale. 

I sai d, •Yr. President, I am entirely f amiliar with the 
economic theory t hat industries l ike steel when business becomes 
too sl ack they should drop the price in or der to get increased 
business. I am in entire sympathy with that theory by s t arting 
With the speech that Robert Jackson made up to and including 
the statement that you made t wo days ago , nobody has properly 
explained this i dea. • . 

I sai d, •Furthermore in the case of building industries 
where they pay $15 . 00 and 61e . oo t o bricklayers a day, if 
those s cal es continue you can' t expect your new housing bill 
to be a success• . He said • I explained that I did not 
include those• . I sai d, nf knaN you did but that expenditure 
in regard to t his was completely drowned by the newspapers 
and I can say t o you, ur. President, that noboey understands 
what you are trying to get at• . He said"t he people in the industries 
understand.• I said, "Maybe they do and maybe they don ' t but 
certainly the man on the street doesn •t •. Be listened very 
carefull y and, much to my surprise, didn ' t r esent i n the least 
1:1y saying this to him but I will say for myself that I sai d it 
very quietly and showed no excitement when I sai d it to him. 

Regraded Unclassified



- 2 -

I then said, "Yr. President, we have been studying 
the possibiliti es of taking a busted utility company and 
and a railroad, Wtiibb are in the hands of the Receivership 
Department of Internal Revenue, and reoraan1z1ng them alone 
the lines that you have lai d down working with SEC. What 
do you think about it?• He was tremendously enthusiastic. 
Be said, "Can J OU do that? Have you the power to do that?" 
He said ""Bring the public utility to me, I have lived 
and worked with this all of my life . In ten minutes I wtll 
show you how to reoraanize it" . I said, "Kr. President, 
let us explom the thing and after we have thoroughly ex
plored it I would liko to bring it to you" . 

He said, "Justice and Mrs . Brandeis visited me 
yesterday and I t old him the ambition of my life when I 
set out of the White House is to reorganize a railroad 
either on constitutional or unconstitutional laws." He 
said , "The gr eat trouble is when you start to reorganize 
a railroad you l and into the Inter-state Commerce Commission 
and the Governor of a St ate Will tell you that you can' t 
drop this r ailroad station or that station. Under the law, 
you have to give the money to the first bondholder and by 
the time you get through there is nothing left for the 
common stockholder." He said, "I have always wanted to 
reorganize a railroad". So I said, "Let me develop it for 
you• . I have seldom seen him so enthusiastic about an idea. 

If I could propare and develop, in all its details, 
t he reorganizing and refinancing of public utilities and 
demonstrate that it could be done, I don 't know of anything 
that would be more helpful at this time and then i f we could 
also do a railroad I t hink it ...ould bo a real help towards 
putting t he country back on its feet because there are 
three things the public is talking about - Public Utilities, 
Railroads and Hous i ng and, if we can get this started , it 
will go a long way toward putting the recovery machinery 
i nto gear . 

I showed this chart to t he President, explained i t to 
him and he was tremendously interested. 

********** 

I checked with the President about purchasing 
the silver from Spain and be approved. 

134 

Regraded Unclassified



... .-
110 ... ... .. .. 
,. .. 
•• 
• 

••• 
••• 

,...-L~" l tU •••• 
I 

.... c--·-I 
II J 1- l-f\ 1£\v 

~ tv 
fl 

~~- ,, 

~,_,..1 r-J v ', 1 

L-.,.,. 1Ut I U4 " •• 

•••• ••n 

-d vq 

~--· 

,.... :::,r, 
\ 

•••• ... 

~ 
f-_J 

J 

-
L ,.....---.. 

... ..... 
"" ... ... .. .. 
•• 
10 

• 
• 10 

• •• 
SELECTED INOUSTIII"L GROUPS 

• ... . • t tU .... IIU 

.,..., .,.. hul 

.... .. .. ltll 

... ~ _,.. .. .,. . 
I t fMJ ... 
-o--: JF'IJ -
~ ~ 

IV r-+- p.;u .. ''0\:j ~-.. 
" 
:.Y 

.. ~ 1- f\ .. T . 

'"' v ~ '\ vv 

' ... .. .. .. .. 
• -... ... 

~ 
n u .... 
........ .._.,... .... 

' " - J 
1\. 

I'""' lJ 

.... .... 

.... . ... 
1-- J; 

- I' 

~ 

..... .... 

{\. 

nil -I"'" 

.... 
... ·-~ I I 

t- _..,.. •.• i " ,...,....,__ 
'" .JlJ ... 
~~;:! J 'rff. 

"\/ .. .. .. [- .J. FJI t,.....,..,.h;;;.• 
• • \11 f'J 

'" -... ... ... ... ... ... .. 
• ... ... 

~L"" ..1..;.,.-"-;,,, .... 
~c...!. .. ,,....r--..... ,., 

- 1-
~;:):- . ... 1-

~ 
""-- "' f.-

"" 
I 

~~ l0C 

... , 
fo/\ 

v 

,,.., 

-
~ 

v 

n..r 
. .... 

V" 

.... ... 
~ ... ... ... .. .. .. .. .. 
• 

••• 

'"' ·~ .. .. 
•• ,. 
• ... 

.... -... ... ... ... .. 
•• 
, . 
... 

.. .. ... 
'" . .. 
. .. 
ow . .. . .. .. 
• -

~ .. 

. .. .. .. . .. 
• .. ... .. .. .. 
• 
• 
• 
• • . .. .. .. .. 
• -... . .. 
... -.. .. .. .. .. .. 
• ... ... . .. 

'" . .. .. .. 
• ... 

.... .. .. . ... t tl I •••• out ..... 
r .... , .... __ I I 

........- fit • ' 

II ""-
1\ J~ 

N " 
... _, 

I I 1 I 

1--'--· 

" .J 11 i'-1 
.frY !\3 I" I 

IV I 

, ... .... .... .... .... . . ., '" ' 
"";..":/~:. :r• II 

~ 
~ . ~~ 

1.& rf/\ iYO' I ' 

r'V 
I. 

'V IV rYV •v II" ... , ..... .... .... .. .. ' ··~ 
~~·\ I I ' J- _...,.. ••• f--., I ,__, 

lf\ 
r ~ V'\? 

~ 
r\' 

-v .. 
l 

t,..o....,...,.. ... 

1\ M 1 ... 1'\11 

' "\ \ fY\ 

~t"' HU •••• .. .. . ... "' .. .. 
\.4.U~ ~' ,'!'tf .. " , /;"\ I 

(\ 1/\ !A-~ ,~ 

• .L-'1' 1l I \ 

I I\ "" ~ 1\ \'\ I 

rv 'oJ 1 \1 
I I ' 

I 
I 

. .. 
'~' ... . .. 
. .. .. .. 
.. 
... 
... .. . . .. 
• • .. .. 
• . .. ... 

I 

I 

• .. . .. ... 
• • .. .. 
•• .. .. 
• 

. .. 

... . .. ... . .. 
• • 
•• 

! ... .... ........ - L-;." .. .. , .. , .... ... ... '-< • , ... 
" " .... .... .. .. t U l • • •• 

_._ .... .._ 
Regraded Unclassified



· l3S 
TREASURY DEPARTMENT 

INTDI 0- COIIMUNICA~ 

.... JAN 27 1938 

roOM 

·~· The ooatereaoe at tbe S.oarit1.ea 8114 Jtxoh•nc• Co-' aaioa thU 

atterDOOD wu attelllded 1l.r Opper, hl.q, Bill, 8114 CroH].q tar tbe !rl8 Z) 

elliS J eroM J'rullc, C. 8 . o.rt.hr1e, 11G7 a.1 tb, Georp llpn 1 r, 8114 Bopr hftelr 

!or tile 8,!.C, 

The coat-• -t oYer a OOIIpl.ete llat ot all1lt111t1.ea *' 
are in reorcaDisatJ.on, bazlk:ruptqy, or reoei't'Vabip 1D tbe 'l're&allr:T· Ot tbe 

entire liat tbare waa bnt oae ocmpeiV' tbat --.! to - tb& ~ 

Mael;r, tile ODe -tioDed 1D 7rtrrr office tbia 110rn1ne, 8tendard Qaa ad lleo

tric, 'l!dcb hq operatiJI& propertie a aoattered all Oft1' tbe UDitecl statu 

except 1n the Soutbe&at., llb1ch - tb&t. thU OOIIp"IV' ~ not dra ia tbe 

T • Y . A, but aicbt tile lloamnil.le pro~ ect. 1D 0NcoDo 

J:r DOOD towz1.- ... Will !law 8,1,0.1 1 llat of raciatered bold.

i.ac &M anbbo'd!nc ut.Uit;r OOIIp""' •• tbet are f'l•eo'Al1T ablq eiall w 

w1ll cbaok apiut oar llat of t.lz a]e1M, !Ilia allou]4 lift U 1l.r 8atardq 

IIOrnillc 'IV' reli•t.ared bold'nc or auw.oJd'nc ut.11.1t;r a •P"'V eiall -:1.4 lie 

It. w111 tab a ...- or _.. to .a a aiailaz' abaall: tor JIH

Bi'bllitiea U011C ~ bald111C II pen1aa ad all ~ I IP"n1Mo 
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opera~or : 

!U!.Jr: 
Admiral 
te=.h..v: 

H.!.I .Jr: 

L: 

H.!I.Jr: 

L: 

H.!!.Jr: 

L: 

H.!J.Jr: 

L: 

~.!!.Jr; 

L: 

!! .!!.Jr: 

L: 

H.U.Jr: 

L: 

I!.!!.Jr: 

L: 

Go ahead . 

Hello . 

Mr. Korgenthau. 

Talki ng. 

Admiral Leahy, sir. 

Go ahead. 

.... 137 
Jt'ln~l'7 2?, 10:58. 
2 :84 p.a. 

I had sent over to tbe President, tA1a morning, 
some information that I got, and i t came back to 
me, wl~h a note on it, "Plel'!e 1n!or111 tAe 
Secretary of ~e Treasury of this at once . • 

Yea. 

I'm sending it over t o you, Pith one of my agents
on h is way over now - should be tbere in ! ive 
minutes . 

R1gllt. 

And I'd like to have it back, if I may, because 
it's a source or informAtion and ought not to be 
compromised in a~v r.ny. 

I understand. 

Yea, a1r. 

Will he - I'll leave wor d when he comes that I'll 
receive him. 

Just so that you see it, u:r. Secretary, t.bat ' s all. 

What I 8 that 1 

Juet 1! you ' ll see it, that' s all. 

I'll do that. 

I mean, wa already h~d the information, but i t 
looked very re::.l18 tic t.o r~e, and it's correct. 
Tbe source i e pe~ectlt reliable. 
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!!.!.l.Jr: 

L: 

• 

!ll.ak Jotl. 

CJoo4b,re. 

-·-
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Present: 

J aJIU&J7 27 , 19:58 

:5 p. •• 

Ambassador Fernando de loa Rioe, of Spa1n 
Dr. P'e11 
J.lr, Taylor 
Dr. White 

.• 

Mr. R1os: I w1sh to present to you the poes1b1lity 
on behalf ot my Government to sell certain quan1t7, wh1ob 
at t his moment we cannot fix in ounces, of silver and to 
know in prino1ple 1f you are ready to aoqu1re that. We 
ha.ve t he silver in Cartegena. 

KK.Jr: Where ie that in relation to Barcelona? 

Mr. Riot: It ie eouth. If you have here a map 
I can indicate to you the location. 

KK,Jr : Cartagena? 

~· R1os: Yes . It is the most important fortress 
we baved for several centuries. When I epoke to Mr. 
Welles yestsrda1 I aa1d that the silver wae in Cartagena, 
but of oourse it would be important to know if that is for 
you enough title, if that can be considered a d1ffioult7 
for you. 

Rll ,Jr: 1fhat we do i s th1a, Mr. Aabaaaador. If 
a oountry wants to sell us silver or gold, the normal way 
would be that after the7 i nd1oata they aooept our bid f or 
a speoified amount of gold or silver, your National Bank 
would send word to the Federal Reserve Bank of New York, 

who are our agents, that the7 are ah1pping eo much silver 
or gold, delivered New York. . 

!!r. Rios: Don 1 t do it for anybody! 

KK,Jr; Nobody. ,t RiO!! 
not take f 

lven 1n another part of Europa you oan-
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Blltg: lo. We ban been all through that w1 th 
other oo e1 who are at p1aoe -- it 10U want to oall 
1t that -- eb1tting from one oountl')' to another. We baYe 
established the praotioe here that we onl7 will acoept the 
silver and pay tor it after it ha1 arr1Yed at New York 
because naturally it would be New York, and then we pa7 
9~ or 9~ subJect to teat. I1n't that it, Harr7T 

Dr. White: It ' s oYer 9~. 

KK Jr: We P&J the eaM -- I can get 7ou the toi'Slla 
and give you blank documente 1iailar to what we do tor other 
countries to ehow 70u how we handle it for other oountriel. 

Kr. R1oa: Yea, it would be Yer'f interesting for 
1111 to know bow. 

BII.Jr: How we handle for Kex1oo, for instance, ie 
on arrival at the Federal ReaerYe in New York, and we P&J 
on arrival, and depending upon how liNch, eto. We make a 
prioe every day. 

Kr. R1os: You make a prioe? 

HU,Jr: Eaoh day, at noon, we ll&lte a pr1oe. 

Kr. R1oa: Which 11, toda,y? 

BII.Jr: Tod&J' e price, 45 oente delivered New York; 
45 oente. 

~baa~r: ~t il, the principle, intereating 
tor me a~IIJ~ernaent to ll:now. The oondltion and all 
that can be arranged with our representative here, our 
Commercial repreeentatiYe here, l(r. EohiYarria . 

BII.Jr: The details are very e1mple and we fix ~ 
price eaOb day and the price il •s oenta today, New York. 

Kf R1~! : Yee, but to put ailver in New York it 
muet be,t wi be neoeal&rY to h&Ye it fixed prioe; 
otherwlee, nobod7 is sure. 

IDl.Jr: When 70u are 
I want to offer 70U toda7 10 
or no and giTe 7ou a prioe. 

read7, 701.1 aa1: Jlr. llorgenthau, 
auoh eilver ,and I will 8&7 7e1 

Aa aiaple a1 that! You Ju1t 
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8ay to me now -- are you prepared to ear now? 

Mr. R1oe: No. 
i s absolutely necessary 
you are ready to bU1· 

No. I a m not prepared. But it 
to know if you, in principle , if 

Hloi ,Jr: Yea ! 

llr. Rica: This is what laY Government is anxious 
to know. 

HU,Jr: The answer is yea. 

llr. Rica: All right. That is enough at the moment. 

Dr. Feia: llay I say, if you agree --you may tell 
ate I lUll wrong in throwing out this suggestion -- that the 
transactions can probably be better handled through the Em
bassy here than by llr. Echevarria aa moat of those diacua
ai ona on silver purchases have been carried on through the 
diplomatic missions, have they not? 

Hll ,Jr: That's right . 

Dr. Wh1 te : Through the Treasury. 

Dr. Feia: Oh, yea, through the Treasury. We don't 
Clcme in at ali. 

Hll ,Jr: For instance, if llexico has something the 
llex1ca n lJDbasaador comes to see me or if the Chinese have 
aocething t he Chinese Ambassador comes to see me. 

Mr. Rica: All right . It' s 1111ch pleasure for -· 
It would be always better for me. 

Hll,Jr: For me also. 

Mr. TaYlor: There ie the other thing which I know 
1a in the Imba&aador's mind. Very of ten it ia eimplar to 
make your sales~ or cheaper, or rather it makes out bet t er, 
t o make sales i n the London market . Get rid of the ship
ping chargu back and forth. I think you ought t o have 
that in your mind s o it isn't a question of feeding out a 
certain amount. You aight do better in the London market 
t han 1f you came direct here. 
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KM,Jr: Bu~ don't 
buy in the London ..rkat. 
sell to ue 11 Jew York. 

let hi• undaratand -- " don't 
!he only plaoa he wanta to 

Mr. R1oa: Oh , yea, I understand; of oouree. 

"' • 142 

Mr. T4Ylor: He .uat know the London aarll:.et ex11t1 . 

Ur. R1~: Never I have thought 1t would be pol
sible to buy t t through the London .. rket . No. No. No. 
No. That' a perfectly clear and i t i1 clear for .y Govern
=ent, but 1t 11 a direct requeetf 

KM Jr: No. We worked out over 1everal years, 
under the Ailver Purchase Act, a regular procedure and if 
you care to have ua, we w1ll prepare a eet of docuaente , 
blank, the way that work a and we will aend 1 t up to the 
Embaaay tomorrow -- Just, for 1natance, the way we handle 
the Uax1oan, eo you w1ll know what the f or ma are and how 
it is done, and if it isn't clear Dr. White will be glad to 
come up to the Embassy and explain 1t to you. 

Mr. R1oa: All r1ght. Thank you vary much. 

oOo-oOo 

Regraded Unclassified



~. !: .Jr: Hello. 

aper .1t.0r: ~. Bu~~erworth. 

:! .!: .Jr: !\1g)t~. 

' : 0o ahe~d . 

;t •• • J r: Hello. 

eutterwort.h: !l~llo , a1r. 

!( •.• J r: ~ello, Bu~~erwoM.h. 

~: ! t.hotl!;h~ I c.hould ~ele;>hone 7ou. 

~ .. . Jr: vea. 

' : " e\lo. 

ii. ·- · J r: Co e.hea.ci. 

a: I thOUSJl~ I ehould telephone 7ou, w t.ell you ~bat. 
I ' ve been t.o t.be Treaeur.J. 

i\. !I.Jr: Yeo. 

3: '>1noe I ~a.llted ~o you t.hU " t't11moon. 

uo . !. J t•: Yea . 

:' . '.Jr : 

A.::.Jr: 

B: 

8: 

l! .U.Jr: 

And they t.ell •• \ha~ t.be -~t.er wh1oh you bad ae 
;>u~ up to t.bea. 

Yea. 

!'-aTe 1nY01Ted 1JiportPJ\~ U euee wh1oh baTe required 
..n-1 !lre e~1ll requ1r1n<:; o..retul del1bet"<Uon. 

Sa.Y tlut t agaln, please . 

They •A¥ - they ~ell me that t.be ma~ter that 70u 
hnd •• put up to them. 

Ye e. 

InvolYea i mportant t oauee. 

I eee. 
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9: 

:i.H.Jr: 

~~ ./.Jr: 

r : 

~ . :: .Jr: 

a: 

:r . ~! .Jr: 

9: 

9: 

'i . ~.. . Jr: 

3: 

::.!J.Jr: 

B: 

:-: . . ! .Jr: 

n: 
~ . t~ .Jr: 

B: 

.!4~ 

-a-

•7h1ch ba .... nqu1red and are a\111 nqu1r1JI& oaretlal 
doUberauon. 

I wonder 1t I lllldere\and, .JOil DNA 
you moan t.be Frenoll loan 1n Holland? 

I beg your pftrdon, I o~'\ hoar you. 

Are .rou t.al.klng abou\ t.be loan 1n Holland.? 

~lo , I'm t!lllt1ng about. t.h~t. qunUon \ha\ ,you aaUd 
me w paaa on w t.beD, abou\ wbet.ber t.bey wanted 
t.:> ge t. 1n \ouob wltb t.be f'renob t.oo. 

: ~~~t you. !lo"lt I un \ erot.:and. I anden1.8::d now. 

.~d t.he Brlt.Uh TreuW',J aa,y ~\ t.bey haYen' t 
romulated an.r answer. 

An~ ~hen I aaked about. t.be t1m1ng ot a roplf. 

Yeo. 

'hoy oa1d 1\ m1ght not eYen be poaa1ble to g1Ye 
me one bef ore t.be wteltenu . 

I see . 

now, nt<turall7 1 don't. lalow what. t.hey han 1n t.helr 
m1n:l., exac'~, or what. \be repl7 •1ll be. 

Yee. 

Bu\ I wondered whe\ her 1n t.he otroUDat.anoea 
t.bougbt 1 t w1u tor oe t.o go w Par1a bet ore 
(>-:lt tn~.t re:>l.Y. 

Yea, I'd - I'd r ather get t b1a queet1on or a loan 
atral&ht.ened out. •• 

:',111\e. 

And I t.hlnk tbat after all tbe Br1t1eb weekend, 
not!Ung a~acb 1e apt. t o hAppen. 

'l'ha\ 1 • r18)11. . 
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i! .ll .Jr: 

'i. ii .Jr: 

B: 

H •• • .rr: 

9: 

J • • ,.Jr: 

B: 

.. . J r: 

a: 
H . .. Jr: 

Fe16: 

B: 

l : 

!h 

r: 

8: 

r : 

B: 

I': 

a: 
r: 

- ;s -

And Jus t. t.l11.nlt how people wolll.d gln t.belr len 
f1n6er here t.o haYe a weekead lD Parle, 

I &hall so on &II,)'WAJ'. 

1/hat.' 8 t.bat.? 

I shAll so t.o Parle t.ben, r egl'l"dle .. ot t.hat. repl.7. 

I 'm sorry t.o t oroe a Parle weekend on 7ou, but. I'• 
atra1d I '11 baTe t.o. 

'lll, t.hat.'e perteot.l.7 all r1sllt. . 

All rlght.. 

You'll a.ak8 ae reel no palD at. all. 

All rlght.. J\18t. e alDut.e, Herbert. Fell hap,)ena t.o 
be here, and he want.e t.o t.elk t.o 10u. 

All rlgllt.. 

Hello. 

~aU.on7 

Hello Herbert. . 

How are 10u? 

I •a tine , t.hanlt 1ou, how are 10111 

Oood. Walt.on, would 10u tel l !l:r. Hlraohel Johnson 
e. bout. t.lle Van zeeland, t.he 111Qil1r:t' troa t.bea. 

I oan•t. hear 1ou . 

rrould ,you. pass t.bU on t o H1reohel Johnson? 

Yea. 

Their 1nou1r,y ebout. wb8 t. we mlaht have t.o 8&1 or 
sugges t. regard t.o t.be Van zeeland report. . 
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8: 

!': 

r : 

n: 
: : 

r : 

J : 

3: 

F: 

.. , 

!" : 

l>: 

r : 

•• -· 

... . . 

- 4 -
.. 14-..... - 0 

Yea . 

"'e hs.ve " no\e here, troll I.1ndaq. 

Put.\lns liP \he liMe qunuon, 

AA~ ln 1t. •at1ns \ha\ \1117 reaUu \ bAt. we IIIA7 wM\ 
r. r ew dA,ya t.o \um 1\ o•er ln our aln<le . 

~:> 1t1ll be R f ew ~111 before aD¥\111ns comu &l J116 
on t l'llt , 

n ll ! 111 tell you ll~rbert, I •n bun carey ins 011\ 

t he ee ven Zeeland dhouallons w1U..Le1th Roae. 

Hnve you1 

Ye~ . 

All r tgbt. 

AA<l t.t.a.t 1nqll1!'7 ,.,. , ad4reuld. to •e 1n a lett.er 

fr~n Leith Roes. 

t:ell, you tell ha then that. 1t atgbt be a rew 
oaya, by wh i ch I thlnk tt'd be abOIIt next. llond17 

or Tueada,y . 

~1JZht . 

Before thvt. would co~• along. 

F.e ' e rlallt. 

All r1gbt. 

I ' ll be aen~lng \hos e telegrame 1n ln the pro
f oM3R 1 wat . !lut, I mean, • trtua 117 I • •• been doJ.ns 

t.hu t . 

All rtgbt • 
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r : 

J: 

. I 

-. 

9: 

.' .II.Jr: 

ii . ·: .Jr: 

n •.. :.Jr: 

;. ... Jr: 

S: 

. : ... Jr: 

9: 

~ . :t .Jr: 

~ . 
~. 

·-------
- !S -

14 , 
- I 

I'll pau t.lla~ wol!'d. oa to 'lfeit.h Roea 
!!U·octel mow ~oo . 

lllld let. 

Would ~ou pleaae l•~ RlreObel know. 

I ttU::., w1 t.hout. ta1lure. 

'!"" ...unlt y 0 u • 

R18h~ Herbert, 1t' a n1oe t o hear your Yo1oe. 

m·.-.nd \:'a l t on. I ' c pau1ns ;you baolt to the 
Secre~. 

I han not.h1ng 110re. 

I b~s your -

:.n~ you nee ~ golng onr t o Plli'1B, you can s•~ 
~he l a t.ebt. wol!'d., what. t.he¥ 'Ye t.ol o ue. 

R1t;ht., sir. 

~1~ I made qu1t.e a long d1eouGa1on with the 
nt..•·bpr.por men t.od!I.Y on tho French, I mean what. ~hay 
oall backgroun<l t.o what we were ~ying to do , and 
1~ s eec ed t o be w~ll rec~1ved u1 New York. 

::.u1t.e. 

;~J I - I - we - you a ee 1 t. 'a so tmportsnt 1r t.hay 
don '~ get ~~ loan, I reallY t.h1nk they're going 
to b e 1n a bad 'lr&y. 

Yes . 

s.: .. t u· yot; t r.o c en aot:l " put your heads t osPther , 
why lllll,Ybe we could r 1nd :)Ut. . 

C:,U1t.e. 

And then be ready by Uonday t o know how to ao~, but 
1! they don't get the t. loan I don't. eee what. t.hey 
CM clo, end I 1nag1n c the ".nglU h r.re ~y1ng t o 
1'1nd out also. 

I s hould th 1n.k eo too. 
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:: .u.Jr: 

z:.r .Jr: 

!l: 

~' . . LJr: 

£'' : 

- 0 -
. "' 

... -"'" 
;.r.~ aft er thq knew t hen they ' ll g1 n ue en an2wer. 

Ylell thanlt y ou, llr . s eoret.l\1')'. 

Coo<1bye. 
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MW(IUBIQ( 07 'mE llAI' s JC'1'19lTIJIS 

To: Secretary ~gentbau 

From: Ill'. lla&1ll 

l . Tax BUl 

I epent about tour hours thh morn1ns in oonteruce, t1rat w1 th l.leeara. Do>18bton, V1naon &nd Cooper and than with ell tbe DoJDOCrats ou the W~a &nd W.&na C-.lttee. The aubjeot ot the ant1ra 41Rilaa1on -• the aubc...UU"' e no-adatlone tor the epaoial tax on oloaelr bald corpora tiona , The 1'18ht on the prorla1on 11 beIng lad by MoConoaclt ot loluaachuaetta, IIIlo apparently baa lined up t our or the other O...ocrat1o IMIIIbara ot the Caaittaa in support ot bia 'f'lan, 'l'!leae are J:eaara , X.S..clc (Ohio) , 'lh-on (Illino1a) , Robartaon (V1rsin1a), &nd ona or tliO ot the following three ...,bare: Boehne (In41ana), l'uller (Arlc&nau) &nd Dingall (UJ.cb1pn) , 'l'ba sroup adjourn.d to ••t q~&in t<1110rrow IIOI'ning at tan o• clock an4 ultld • to join th• then, 

Mr. DolJ6hton 1a rather lulta......, on tba COIIIll1tteet a reoomandat1on , . Ill' , Villaon and lolr. Cooper are leading the t18)lt tor It, in the oonrlctioa that the Pruidant ~u it and will probabl7 ftto a tax blll 'lbich doee not contain such a prorloion , Mr. Doushton h particularly IIJ1X1oua that the De:oocratic m.abera ot the Caai ttae tbould preaent e united tront on the f loor ot the Bouaa and hence i e tel'lcing n001prooa1ea. W.eare . Vinson and Cooper are opposed to 8117 
CmJII'OOl1ae, a t lea at at tbla tiN. Tba7 diacueaed aeeing the 
Pruident again with the Tiaw to talc1118 a •••aaa traa h1a to the Domncratio ~ra and I iaSiDI they will aaalc a oonterence 1fitbin a 41y or t 10), 
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Jaauary 27, 1938 

ror the Secret~: 

Perhaps it would avoid str ife and conflict i f the 

Secretary were to l i sten only at t aaorr ow'a meetin and make 

no aounter proposal,. as he has 1 eate 

After all, vr. Eccles baa taken his case to the 

Freaident, and apparently w1 thout auoceaa . t'lhymot follow the 

course or letting Senator Glasa introduce tis bill, be sent 

a letter or endorsement by the President (or introduce it 

followinc a message by the President) and then have the President .. ask the . ecretary to call the banking agency heads together to 

inform them that the Glass bill is approved as an Administration 

measure and that they will be expected t o help it along . 

If there are eome amendments thouE,ht necessary to the 

Glass bill, they can be worked out after the bill bas been 

referred t o us for consideration. 

Steagall oucnt t o be brought into t he pict ure at some 

point, ~erh•ps encouraged to introduce the Glass bill the day 

after GlaSt! introduces it in t he Senate . A word from the 

President that while he does not want to send down a bill tor 

introduotion, he has seen the Glass bill and approves it, would 

get acti~n from St eagall . 

Indeed, since J.:r . Bcclu baa carried his case to t he 

~1te House , there m1ght not be any necessity tor a meeting · 

t onorrow at all . 

Uplll 
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..... -: ,.,.,., .,... ~·-..., 

1/29/38 

Ribbon copies or the attached 111110 dated 
1/27/31 were aai1ed to t he following , 
with letters or t ransmittal s i gned by 
the Secretary, today: 

The President 

The Secretary of State 

The Secretary of War - Attention: 
Col. &trong (G- 2) 
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Subject: 

• ' 152 

TREASURY D EPA RTMENT 

IHT'&R Ol"'"'c.& COMMUNICATION 

...... January 27, 1958 

Secret~~nthau 

)(r, H~ 

Current United States trade with Japan and Ch1Da 
(pr el1.a1n&r7 data) 

(1) United Statea exporte to Japan during the first three 
weeft or . ;{i/Juaey 19311 ehow a 13 percent increaae onr the tiret 
three weeks ~t Deceaber 1937, and a.re only ellgbtly lowe.r than 
during the t1rst three weeks ot •onaber 1937. 

United States ErDorte t o JaJ;!an 

let week 2nd week ird week Tot!! i weeki 

Jan. 1931l $2,726,000 $3.759 ,000 $4,0~,000 $10,498,000 
Dec. 1937 1,694,000 4 · 217,000 2 ,3 ,000 9.305,000 
loY. 1937 1,11!0 ,000 ,8~,000 4,4 ,000 10,~8,000 
Oct. 1937 1,727 ,000 5.7 ,ooo 4, 92,000 11,9 5,000 

(2) United States importe trom Japan during the first three 
weeks or January 1938 are al.aoet exactly the eaae ae during the 
t1ret three weeks ot Deosaber 1937, and are about 27 percent leu 
than t he l aport e troa Japan during the f irst three weeks ot 
HoYeaber 1937· 

United States I IIDOrte tree Ja'D&D 

let "ek 2nd week ird week !otal i ftelte 

Jan, 1931l $2,03},000 $4 , 18~,000 $2,020,000 • 1!,238,000 
Dec. 1937 2 ,1~,000 3 .~ , 000 2,672,000 8,237,000 
lloy, 1937 3 , 2 , 000 3.6~,000 4 , , !;6,000 11,25~ ,000 
Oct, 1937 3,328,000 3.9~.000 3 . 19 ,000 10 ,73 ,000 
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s.oretar1 Yorgenthau - 2 

(3) The follOYlng 1teae lhow larp 1noreaeee 1Jl our esporte 
to Jap&l} during the f11'1t three weelte ot JIUIU&r1 193~ as coapare4 
with the first three weeks ot December 1937: 

F1rst three weelta ot 
J&mlarx 193~ Deo111ber 19}7 Boveaber 1937 

Petrolewn product • 
Raw cotton 
Industrial machinery 
Copper 

P1g 1ron 
Ferro-alloT• 
Pig lead 

.2,925,000 
2,603,000 
1,2?9,000 
~~.ooo 

242,000 
1~2,000 
116,000 

t2,1~,000 t),262,000 
~54,000 512,000 
~62,000 745,000 
417,000 1,091.000 

nU 
5J.,OOO 
75,000 

li&,ooo 
3~2,000 
41,000 

The following ite11111 show sharp decreases 1n our exporta to 
Japan during the t1rst three weelta of Janu&l'1 193~ aa ooapared 
with our exporta ot these 1tems during the firet three weelta ot 
December 193 7: 

First three weelta of 
Januarz 193~ December 1937 November 1937 

Paper base stocks 
Scrap iron & ateel 
ChemJ.cala & related 

products 
Brase, i ncluding scrap 

Tobacco & manutaoturee 

·3~2,000 
277,000 

20],000 
1,000 

nU 

$1 , 389,000 
~.ooo 

326,000 
304,000 

257 ,000 

~1,000 
~.ooo 

557,000 
liiiO,ooo 

n11 

(~) Our laporte froa Japan during the f1rat three weelta of 
January 193~ remained at the eame level aa during the f1rat three 
weeks of December 1937 wh1oh was aharpl7 below the level of 1aporta 
during preceding months. There was no a1gnit1cant ah1tt 1n the 
composition ot our 111porta. 

Firat 3 lllporta ot lllporta other Total 
weekt ot 1'alr eU!s then raw a1lk 

Jan. 1938 14,~,000 tJ,652,000 • 11,2:54,000 
Dec. 1937 4, 7,000 J, 7~,000 ~.2~7 ,000 
Nov. 1937 6,169,000 ,,0 ,000 11,2 !·000 
Oct. 1937 6,223,000 ,5011,000 10,73 ,000 

Regraded Unclassified



154 

(5) ot the total of $l.O,ii-98,000 of ov ezpona "' .r
d11J'1Di the t1ret thl' .. weu of .J.....-rt 19~. the follOW\li& u ... 
account tor allloe t a11: 

Petroleum produote 
Raw oott011 
Iodultr1al aallh1Derr 
Copper 

Veh1olee, parte and aooeeeor1ee 
Iron and eteel eeai-aanufaoturel 
Paper ball etooka 
Scrap iron and eteel 

P1g iron 
Cbem1oale and related produote 
Fel'l'O-allor• 
P1g lead 

Other 

'total 

• 2,925,000 
2,60),000 
1,2?9,000 

811-5,000 

673,000 

~~-·~ 
~77:000 . 

242 ,000 
. 207,000 

182,000 
116,000 

420.000 

tlO, 498,000 
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(6) Ot the total ot tS,2J8 000 ot o.&r 111p0rh tro. .TIIPU 
during the t1r1t three weeki ot Juuar7 1933, the tollowiag 
1teaa aooount tor alaoet all: 

Rawe1lk 
Cotton aanutacturee 
Pyretbrua tlowere 
Silk aanut acturee 

China and porcelain ware 
'fea 
Flax, heap, raaie &D4 II.Uid'aotune 
Vegetable tcod product a, ex oapt tea 

Fieb and tleb products 
Dead or creosote oil 
Perilla oil 
Hats and bat u.terlale 

lletall and aanatacturea 
food and u.nutacturae 
Menthol 
F1eb •eal anci scrap 

'foya and parte 
Paper and aanld'acturee 
Earthenware and awneware 
Rayon and aanutacturee 

Bristles 
Cuphor 
Glasa and gla11 product• 
Other 

'fotal 

t4.58~.ooo 
~.ooo 
255,000 
2~,000 

177,000 
145,000 
133,000 
130 ,000 

128,000 
ul!.,ooo 
104,000 
99,000 

97,000 
a9 ,ooo 
89,000 
80,000 

76,000 
72 ,000 
65,000 
65 ,000 

63,000 
51,000 
45,000 

a33,ooo 
18,238,000 
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s.oreU.Z'1 llorgenthaU - 5 

United Statee trade with Ob1na during the rirat 
three weeks or JanuarY 19J! 

(l) United Statea exporta to China and llanohuria during the 
urat three weeks or Januar)' 1938 deol1ned abarpl7 rrom the hrat 
three weeks ot Deoember 1937, and were onl7 aU.ghtl7 lower than 
during the fir s t three weeks or loTeaber 1937. 

Firet three weeks or 
Januarz 19J8 Deoeaber 19J7 loTember 19J7 

United States exports to: 
North China & 

Hanoburia f1,37S,OOO 
Shangba1, South Cblna 

and Hong Z:ong 

Total 

J,OOl,OOO 

$4,379,000 

Whole month ot January 1937 

$2,003,000 

4,02J.OOO 

$6,026,000 

$2,083,000 

?.ffi.OOO 

tli-.5}4,000 

$6,62} ,000 

( 2) United Stat•)• imports from China and llanohur1a during 
the first three weeks or Janual'Y 1938 were well under the totala 
tor t he first three weeks ot Dao .. ber and Jlovember 1937. 

Firat three weeke or . 
Januarx 193§ peoember 1931 November 1931 

United States 1mporta rrom: 
Nort h China 6 

Wanoburia $ 782,000 
Shanghai, South Cblna 

and Hong Z:ong 2.139.000 

• 864,000 J1,193,000 

2 . 926.000 2.619.000 

Total f2, 921, 000 .}.790,000 $},812,000 

Whole month ot JanU&Z'7 1937 $6,8§2,000 
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SecretarY Morgentbau - 6 

(J) Lead1q export Ueae to China: 

\a) To lortb Cb1na and Jlancbur1a: 

Ircn & steel aem1-manutacturee 
Vehl olee, parte & acoe .. or1ee 
Petroleum product • 
Industr ial mach1ne!'l 

Ra• cotton 
Copper 
Inedible animal produote 
Paper a: llaJlutaoturee 

All other 

• Total 

Firat three 
Januan 19315 

t ~.ooo 
165,000 
122,000 

915,000 

72,000 
62,000 
16,000 
11,000 

32,000 

$l,J78,ooo 

week• ot 
December 1937 

$1,158,000 
439,000 
174,000 

ISJ,OOO 

nU 
nU 

26,000 
2,000 

121,000 

t 2,003,000 

(b) To 8bangba1, South China porte and Hone Ioq: 

Vehicles, parte & acceeaor1ea 
Firearms & ammunition 
Pet r oleum product• 
Iron & steal aelll1-manu.t'acturea 

Inedible Tegetab1e product• 
DJnu1te an4 T. 1. 1'. 
Edible Tegetable product• 
?aper & manutacturee 

Industrial maoh1ne!'l 
All other 

Total 

Firat three weeks ot 
January 1938 December 1937 

$1,207 ,ooo $ 8~,ooo 
420' 000 99' 000 
142,000 1,055,000 
175, 000 ~i.ooo 

166,000 
150,000 
1~,000 
105,000 

92,000 
396.000 

$3,001,000 

574,000 
nU 

247,000 
95,000 

72,000 
512 ,000 

$4,023,000 
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(~) Leading lllport 1teu br1J1s tbe f1Nt three we.U ot 
1111Ua't'7 1938: 

( a) rroa lortb Cblna u4 llanoblarla: 

rll'et three week• ot 
JfJI!IIZ &2lt Deo!aber l2ll 

Br1aU .. 
Konaetallio a1Derale 

t2o3,000 t3•2,000 

a. produoh 
'fool " -.nataoture1 

ij•OOO ,000 
7,000 

137,000 
Cbealoale " ralahd 

produoh .ljg,OOO 3,000 
~ . . '?ung1ten ore 6 
oonoontrete1 ~,000 ll1l 

Perilla oll ,000 51,000 
Other JOJ,OOO 318.000 

Total 1782,000 .86.,000 

{b) From Shanghai, South China port• and Hong Iong: 

Firlt three weeki of 
Janll&l'l 1238 Deoeaber 1237 

Tung (wood) oU • 515,000 • 372,000 
Flu, heap, 1'11111e 

J08,000 455,000 a. aanataoturee 
T\mg1ten ore " 

oonoentretee 2~,000 60,000 
Vegetable produote, 

edible 186,000 221,000 

Brhtle~ 165,000 251,000 
T1n 1s.ooo ~~.ooo 
Cotton aanataoture• ,000 0~,000 
Animal produot1, edible 65,000 13 ,000 

'fool 6 manufacture• 45,000 1.1,000 
Cbeaioal1 6 related 110,000 

produoh ~,000 
Other ' .000 

620.000 

!otal t2, 139. 000 12.926,000 
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GROUP IIEETIHG January 28, 19)8. 
9:)0 a . a . 

Present: 

a .... Jr: 

.4cR : 

Cl . ioi . Jr: 

:lcR: 

H . ... . Jr~ 

Yea: 

<I • .I .Jr: 

MeR : 

H.J . Jr: 

llr. llagill 
lfr . Oliphant 
!air . Taylor 
Mrs Klotz 
Llr . McReynolds 
!lr . Upham 
Ur • Lochhead 
Mr. Gaston 
!Jr . Haas 
l.lr . Gibbons 
Or . Viner 
Dr. Rietler 

Mac? 

There's been a bill sent to the Trees~ for 8 report 
that wo~d a~thorize setting ~P that Bot Springs 
Transient Medical Center as 8 part of Public Health 
activity . The P~blic Health people- the.S~geon 
General has proposed a report as favorable on it . 
I'm s ending it back to him with the statement that 
the Treas~y cannot give its support to this bill; 
it is not in favor of having P~blic Health Service 
assume a permanent r esponsibility for any of the 
functions as a relief agency. 

{Noas agreement) 

I Just wanted you to know wbli t I was telling hia. 

Yes . 

There's no question in my mind ••• • 

You signing it? 

I'm signing it . 

O.K. What else you got? 

MeR: I•ve got this letter of Peoples that he wants to ~se 
some leeway in granting - in giving awards on tie bids 
in the smaller cases and ~gent cases. Peoples 
personally is very syapatbetic witb tbe prograa of 
working o~t these tbi~a - going back on the tie bids, 
b~t there ' s a lot of p~cbasing, a lot of s~f tbat 
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H.li.Jr: 

lie": 

H.ll . Jr: 

llcH: 

I!.U.Jr: 

llcR: 

H. t!.Jr: 

llcR: 

d • .:l . Jr: 

!.lcR : 
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bas to be purcbaaed, ancl 1t 1s 1117 opinion tbat be 
ought to be given some leeway where obviously tile 
bidders are not in collusion ana where there is an 
emergency for getting the material. 

There are two angles on it. One is the operating 
necessity of getting material - mostly 1n small 
lots; no major orders. £nd the other factor i s that 
many of these things are bought for different depart
ments who can themselves go ahead and j)urchase . See, 
we never got torough the order generally fro• the 
President to all departments, a s you know. 

Whose initials are on that? 

Peoples' and mine and Harry Collins •. 

.~ell, seeing that Oliphant takes such an interest 
in this, why doesn't it go tnrough his shop? 

I/ ell .••• 

I won't sign it. I'm not going to have one rule 
for the Treasury and another rule for another agency, 
and then maybe have Ur. Jackson come out and attack 
me. I'm not going to have one rule for the Treasury 
and another rule for another department. I'm not 
going to sign it. Let us stop buying for other 
depar tments; let us stop buying for other depart
ments. I mean if we 1 ve got one rule for the 
'lreasury, another rule for the rest of the 
Government - let' s just buy for the Treasury . I 
won't sign it. Let Peoples stop buying for other 
departments, and let him tell the President. 

O.K. 

I won't sign it, Mao. And I •.rish you'd look into 
it - bow much we buy for other departments. ~nd 
if1 he can' t operate under the rules that we ' ve got, 
let him stop buying for other departments. 

O.K. 

ll'hat? 

All right. 

Regraded Unclassified



B.li.Jr: 

Oliphant: 

!loR: 

H. li.Jr: 

llcR: 

H. iii . J r: 

lloR : 

H.li .Jr: 

II oR : 

H • ..t . Jr: 

:.loR : 

H • .!.Jr: 

Upham: 

H . .:.t .Jr: 

Uptuuu: 

-.3-

And I don't see wb1 that didn1 t go through the 
General Counsel's office . Be' s got a man that ' s 
supposed to just look after it in Procurement. 

That ' s Mr . Lawes - and Mr . Foley; they ' re both 
working on it all the t ime . 

lnat•s all I have . 

Well , it wouldn't have been all right if I had 
signed it, but •••• 
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.• ell, of course, tha t ' s a matter for you to decide, 
whether it1 s all right or not. 

Yes, but, lac - I don' t want to stress it, but 
here - you of all people ought to have the routine 
by now, and this whole thing is up, this whole 
question of prices; then I go sign the thing that 
we don ' t accept tie bids 1n the Treasury but we will 
buy for the Army, or whoever we are buying for -
Interior - we will accept tie bids. i'lbere does 
tha t leave me? 

Well , or course, what ••• • • 

What I want is an Executive Order from the President 
establishing the same buying rules for the whole 
United States Government, and until I get that I ' m 
not going to operate differently than I am now. 

Q . t( • 

'!bank you. 

1hat' s clear . 

~ill ·you (Upham) have that stuff that I asked you 
for special, those - question of bow securities are 
handl ed? 

I expect t o get it soma time duri ng the day • 

You think you could have it Gu&rter of 11? 

I doubt it. You see, it has to come from three 
sources. 
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a.w.Jr: 

Dphrull: 

H.r.I. Jr: 

Upbam: 

B.li.Jr: 

Uphrull: 

a. li . Jr: 

Opbam: 

H.l.I .J'I': 

Opbam: 

H.!I .Jr: 

Upbam: 

B.li.Jr: 

Viner: 

B.ii.Jr: 

Viner: 

Viner: 

Tayl or: 

Viner: 

H.:.t.Jr: 
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Isn't there •-ebod7 you lmOw well enough to call 
up at each place on the telepbone? 

Yes, they're workina on it. 

I mean it seems perfectly silly thst • ••• 

I think I can. 

What? 

I think probably 

See it you can. 

t>urely . 

l'lhat? 

Yes. 

... 

Because again last night - here are two banking 
experts (Viner, Riefler) ; both said that the thing 
is handled different ways. 

I think it is. There nave been some differences ot 
opinion between agencies. 

Also statistical experts. 

hlso moral experts. 

lilso what? 

lloral and legal. 

Uore than legal? 

lloral and legal. 

Synonomous, Jake . 

I haven't been here steadily enough to find tbat out . 

I meant to brin& it down - I didn't - about a 
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Gibbons : 

ii .J.l .Jr: 

Gibbons: 

H.M.Jr: 

Gibbons : 

H.li .Jr : 

Gibbons : 

H.M. Jr: 

l! ibbons: 

-s-

Concressun who attacked ae in Congress - you• 11 
(Gibbons) get it from the Con~resaionsl Record 
because I ' • perm! tting lumber to come in wbich 
is not marked legally as t o the origin of the 
country from wbich i t comes; needs a speci al bill 
to make me live up to the l aw. Would you have 
somebody read the Record and see what i t is and 
go into it? Will you? 

Yes. The law states that if it can't be done -
briefly, you br ing in a great big log or a tree 
toat is cut down; then tha t is cut up into 
scantlings, &nd they ' re supposed to put a mark 
on there. f ell, of course, boN you put a mark 
on - ~t isn't feasible, don't you know • 

.'/ell, supposing you find out, then maybe see tbis 
Congressman and explain it to him. 

Yes. 
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I mean be blames me for not having the logs marked . 

This new administration bill we 1 ve got up there will 
take c a r e of it. 

•1111 you handle it? 

Yes . 

Incidentally , Senator .1alsh - talking to him day 
before yesterday, and he said a comproMise on that 
administration bill - said we 1 re getting a lot of 
very favorable comment in tneir hearings; and t hat ' s 
Just to iron out these silly things that were in tbe 
law. 

All right. 

~o you know a man Dbmed Shulman, or Shuman? Jim 
tarley called me up night before last and said 
t aa t he called him up and got through to bim rat.ber 
late - called him Jim - and he wanted to be appointed 
in place of Jefty O'Connor. Said he was a personal 
friend of yours . Jim said he doesn' t know bi.a, and 
it sounded phony, end to ask you. S-b-u-1-m-a-n or 
S-h-u-m-a-n. 
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Gibbons: 
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l o. It11 a C01180D -· I aaa1De there's about 
150 ot th• 1D tbe lew York telephone book. 

Well, Just one or ttlose thiiiCs . ile 1ot throuch -
telephone r&JII aDd Jla ftl ttlere alone aDd he 
picked up the phone, and - •Bello, Jim. I'm a 
personal friend of ilenry Korlenthau•s."· 

I think you'll !lad 1D the tiles that a w. P. 
Shulman writes tr8Qdiantl7 to the Secr etary or the 
Treasury, giving ~ advice on national artalrs, 
and gets an ackno:tleclpent. 

Gibbons~ ~11, tha t 1 s it. ADd be said he's • pl aying Jim' s 
-rame . • 

Bell: •Dear Jim. " 

B . ~ .Jr: Anything else? 

Gibbons : No. 

H .M. Jr : Dan? 
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Bell: Tne Post Offi ce calls up and invites our attention 
to their large cash balance of 17 million. They ' d 
like to have ten of it begin to earn a little 
interest . 

B. li.Jr: l•ell, I'm calling up llr. Burgess, end 1! I can find 
out what that fellow ' s doing in New York with the 
Government bond market, I'• going to know :aore . I 
can' t make out - I wonder if they ~ow themselves 
what tney 1re doing. 

Lochhead: I had a little talk with Burgess •nen I was up 
there . One of the main points in the Government 
bond market is that the dealers, with the r i sing 
market, stacked up on bonds, and they ' ve been rldin& 
in trying to unload bonds, end they hardly reel as 
if they want to Juet take the dealers out of the 
market at that time. 

B.•.Jr: •ell , in tbe aeantlme what Burgess did yesterday 
is Just upsetting the aarket1 aDd if they keep it 
up long enough we reall7 will bave a bu. bolld aarket. 
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Jus t d.oean•t ll&ke aay se1111e, what he did yesterday. 
Looks as thol.llh he was sellina his longs and goill& 
to shorts, selling mediua bonds and buying long. ones, 
then beying lona ones and selling aed.ium bonds . And. 
the volume is terrific. Let me find out; meantime •••• . 

Bell: Wood., of ~hilda, told me that there was- quite a dis
turbing influence in the market now. 

H.ii .Jr: 

Bell: 

e ... . Jr: 

Viner: 

H."' .Jr: 

Viner : 

Lochhead: 

a . J .Jr: 

&ell: 

H .. ~ . Jr: 

Bell: 

H. li . Jr: 

Well , i t's the Federal Reserve. 

Bot h U,y t he Treasury - Treasury selling had thea all 
guessing too. 

I haven't got the thing here - t his list; it' s a 
list of what they did., and it ' s the most - if you 
can make· head or tails out of what they did yesterday
terrific amount . I mean I could follow it if t hey 
were selling longs and buying shorts, but when they 
buy and sell longs bot h, and buy - I mean it Just 
didn't make heads or tails. 

Bring it up &gain Monday. 

Maybe ourgess is doing some shaving . 

I don't .mow whet he ' s doing . llaybe he wants to 
make some profit. 

Yes, that ' s what I meant . 

'Nell , they always use their excuse of a better . 
distribution of oaturities - swapping them around . 

"ould you bring it up ~<gain Monday? 

Uh-huh. 

hnd would you remember tha t on February 2 , Wednesday, 
Ne ' re having a meeting with the Open llarket CommittAe, 
and have a st atement. 

:r.es, s ir. 

You (Taylor ) haven't talked to Burgess - be hasn' t 
explained? 
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" >lor : 

•· . Jr: 

H ... . Jr : 

Bdl : 

H . . Jr : 

:di : 

t!. . Jr : 

~ell : 

•. . Jr: 

:· d. : 

h . i . Jr: 

bdl : 

h . • Jr: 
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(Nods no) 

I' ll see you (Lochhead) l a ter . 

l'' r&ncs still continue to :>trengthen &. shade . 

Good . 

'!"ner e .. as one o tne r thi ng I •. a nted to t alk to you 
&bout some time vithin the next fe \'1 weeks , to find 
o ut ,, llether yo~ .a nt legisla tion on the public 
cteb t . No .v ne ht,.ve uutborlty to issue 45 billion 
uollcr s in ~ublic debt, hu t it ' s d ivide d : ·25 
billion !n bonas &nd ~J billion ln not es, certifi
c~ t'"s , r. na b i lls . !1011, .. t1en •1e get a own to 11 ?Oint 
tn~: t «e ge t .. !thin seven or eight bill i on of t nt. t , 

e begin t o tuirut of lcgislr tion . /,nci tnere ' s 
r bout three billion aolhrs in tonds tru.t you could 
s ti l l issu e ~ nd &.bout f ive b i llion i n notes and 
~"rtificates . It • s ~<. ~.uestion Nhether .e Nant to 
c onsider s .·.i tchint thu L SU!!I or increasi ng it before 
this Congress gets ~,;ay . 

Let m~ thiru< about i t . But ue might beg.J.n .•••• 

I 1 11 get some curr ent f i gures on it t. nd t a lk to 
y ou before ••.. 

If I coula ge t ~·'"Y Ln i s yet.r •. i t hout r sking for 
t ny lcgisl~ tioH, I ' o like to • 

.. ell, I t niM .. e c t.n, unl"ss tnere 1 s s ome l Er .;e 
;:; ,;>endi!:t, .,:-ogrt.t- Uu t comes Llong . 

""0 you ,...no,; of L ny? 

No , I d on't o~:no" of ~ony , l:uL &l l I i<.no·.v is ,,h&t I 
re&u in the p&pers . 

llll r ignt . Well , you•r e going to r emind me h6b in? 

Yes , I' m going to keep &t you. 

I 1 ve nothing this morning . 

You ha ve nothing mor~ r ehdy, have you? Di d anybody 
tell you that this ~uestion of these new sets o f 
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fl.- · Jr : 

tt:. ~s : 
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: . .... . Jr: 

" . . . Jr : 
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·· • • Jr : 

Loll : 

H •• Jr : 

· eli : 

J •. Jr: 
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::tb tis tics thc. t. you hove - tnt. t I s bo;·:ed them to 
tnt ? regident? I meun tne o nes snowing by indus
tries what t heir inventory ••• • 

On, you d id? No . 
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Very much inte r ested . lila neve r s een anything like it . 
l told hio it ~n s pure LY experiment&!. 

Hc.s either Viner ? r Riefl~o.r s een t nem? 

No , I just sow tnem now. 

! ' a lilte t o . 

•hey 1 re very int~oresting . <~ne:, • r e still in an 
~xperirnentcl st.~ge . 

Go..orge? 

1h&t 1 s all . I t~;l.,ed t o L>r . 1-isher . He ' ll send 
it ove r in r. day or t~o . 

l.luc , c oulcl you or Bell or somebody have Bartel t 
cont&c t our 22 men in tile st" tcs tht t rre doing 
;,oci&l Security, ;.nd I ,.,onaer if .1e could get E 
::ee:.tly figur e from t ntm shoving ho1~ mllny cancellE.
tions tney h&ve of people wno hod &pplied for 
une:::;>loy:nent insurance . Yiss Lonlgen ;:r s in New 
York; she ho::. .it b. cities , t n.: it :.as ;uite 
ic,)ressive. !he numb~o.r of ctncelll>ti ons . 

Jf b;,llications , you m~&n? 

People who have &ppliea since the firs t of J a nuary . 

r.nd been turnea do1.n? 

No , who have gott .. n jobs . 

~ancelled t heir &,lplicutions . 

~encelled their apiJlic:..ti ons . Now, I think i!' we 
could get that fit;w•e «eekly •• . . • 

•urn- over figure . 
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!! • .-.Jr: 

iliefler: 

H •• r. Jr: 

h..ll : 

B . ... Jr: 

Dell : 

t! • ..i . Jr : 

Bell : 

d.- .Jr: 

Bell: 

i:! • .u . Jr : 

i:dl : 

a . .. . Jr : 

Bull : 

tl . ... . Jr: 

hell : 

• 
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uhat? 

'l'urn- over figure . 

No, they ge t a j ob and they vti thd r aw their applica
tion . 

""o ' s going to do t hat? Bell or Mc"eynolds? 

I can. .le •r e get ting o'leekly r eports f r om these 
boys . I don't Kn0\7 ,,beth;,r we ' d 1vant to do this 
throU!!a these r epr esent ntives or wbether we ' d 
want to do tha t through hltmeyer. 

On, I ' d do it tnrough ~<ltmeyer . But I' d very much 
like to have it . 

li :veekly figure . 

Yes . Nha t I mean- I don ' t Nant it to be something 
tha t d r ags along and we ge t it some time 1n February -
I mean telling wha t he ppened . I w&nt it - wonde r if, 
sey , by t he middle of next week vte couldn ' t have the 
total of cancell~tions . And if t hey couldn ' t do it 
for the •.vhole country, if they t ake •• • 

Fe,v cities . 

Fe:v cities . 

I tninA .7e can. 

!I hat? 

I t hink we can get it . 

BJ!CilUSe i f tha t goes on, I think it Hill be a very 
1mvortant straw i n the wind . Huh? 

Ull-huh. 

See? 

Surely . 

I had a tentative memorandum from Eddie with respect 
to wna t those Qen were aoing . He said, incident~lly, 
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he expected t o have •dthin l f ew days, probably 
b> t he end of t hi s week, a pr e tty good r eport for 
you us to the s t atus , rs he got i t from t hat. He ' s 
Kept in ver y cl ose t ouch wi t h tnem over t he tel ephone . 

II ell , I sent hlm v message two or thr ee days ego 
thLt if ever y thing wE> sn ' t e ll r igh t, to let me know, 
tnd I didn ' t heor . 

1hLt 1 s right . The reports were coming in pi ecemeal 
ana n&dn ' t been comple ted . 

&ut thls hes notni!l{; to <io V1!th t ha t • 

lhat •s r i ght • 

. iayne? 

I neara last night from Secr et ary .V ~:o llc-ce t hat 
cro~ insurance H&S going to be in tnis bill i f - tho t 
Budget a na Pr esi <i ent h~d told Sen~ tor Pope that it 
,1ould be i n if t he Budget could f ind s i x million 
uollors fo r the cdministrativ~ expenses ; but they 
dldn1 t mention c.ppe. r elltly l n this conver sation a 
hunared million of the capltal. 

llo•R , jus t ~ minute . ..auld you (Bell) mina jus t 
~.ob:ing around tntl chair so ths t you change . . . 

•·nd come back • 

. . . ~o n..; go into the cup&city of L.irector of the 
Eudget . 

"nd I Just :ionaer ed if t ha t nvd gotten t o you (Dell) 
yet . 

No , I naven ' ~ s een i t . 

This was s upposedly yasterduy some time . 

Uon ' t l ook &t me . I have nothing to do with the 
Buaget . I' m just like &ny other d epartment . 

~es, s i r . 

Regraded Unclassified



:i •. .. Jr: 

!:ell : 

•l · .. Jr : 

li . ... Jr: 

hll: 

'it:,lor : 
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I metn are you try!~ to pollute our Tre~: sury 
staff meetings? 

No, s ir. 

· well , I suppose t h£ six million would be r~t ther 
Rirnple . 1hey don't se~m to look at anything less 
thun L aundr ed . 
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~he House l eft off of th~ Treasury-Post Office bill 
the ~revision pronibi tlng the use of appropriations 
~uring 1939 to pLy tnl i stmcnt gr Ltuities - re-enli~tment 
r;n t...itles to tae J.rmy , !ieV)-, :.Iarine Corps, :cnu Cot st 
Gutrd ; ana I tried t o ao a little spade ·work to get 
tnL t put back in tne Senti te . Fello.1 s&i d, w;;aat do 
you mePn, t alKing aoout six million aolb.rs, when the 
~reslaent is going to scna up a message to spend 400 
million on tae >.rmy t.nd N"vy . " He sai d , "You br ven ' t 
got a cnance of e:<~ ttint: that six million r estored . " 
So it ' s goi ng to cost us six wil11on next y~ar to pay 
the re-enlistment t:rttuities . 

Is t he t l'mat tht »rmy c.nd ll:. vy ge t ? 

That' s t he totLl cos t- uppr oximate to t al cost fo r 
the Al'·lll· , ~:aV)-· , t.!~> rinc Corps , r na Coast r.uarJ -
~O&$t Cuar~ ver t small . 

That ' s a permanent la~; •lw~ys applies unless the r e 
is a ~revision t hc.t ellmln& t es it . 

So .. e neve naa to ;ut it in t he budget ~ nnuelly . 
Cotten c.;ay .-itb i t >'or five yef.rs , but t hi s ye&r 
I f igure we ' r e going t o lose it . 

:>o f ar now is our slate , pr etty good? 

Yes, ~retty good . 

Huh? 

Li ttle belo;:, bee& use tuey took off about 11 llli llion 
from the Navy . 

(Nods nothing) 
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H. . Jr : 

Viner : 

!l. .. • Jr : 

" · . Jr: 

V!n~r : 

.... . _. Jr : 

v:ner : 

..t . ... . Jr: 

( 
Vin.;r: 

~ ~ st .:;n : 

Any other messages? 

J uke? 

(Nods nothi ng) 

-lJ-

Ran t to t a l k about stutistics? 

!lo . 

tell tnec. the story . Go on, you tell it . 

J h , you ~ean thE s t ory on Haas? 

ies , go aae uo, t~ll i t • 

\;ell, it neeas lots of ... ocumento.ry evidence . 

Go on, t ell it to them . 1ell it just t he wcy it 
a;..ppened . 

~ubin of La bor csked me to usc ~Y suJposed good 
influe nce Nittl t ne Secretury to get the Secretary 

1 7. - ... 

to u s e pres s ure on hoper to collect g ood inventory 
.1~.ote , ,;nd he also usked that the 'l'r ehsury i tsell 
coo~erate in th~ ~t .. tistic~l field by inserting 
~n uaoitionul ~u£stion on the Social Security 
re,lorts, :·;bien dl l g ive Ll..bor be tt ... r e~;>loyment 
J a tL ta~n it could otht..r .. ise t:vt . He s a i d tte fa iled 
t o t; t::t :!Ooper<tion ov~r h .. re froc the person in churge 
ht:r" &n" nopea tne Secretf.ry .. oulv. be .. illing to 
inte rvene . 

~ot:ll , yesterdLy Lubin Sf' i o to.r t he h~>dn ' t ;;otten 
~ ny "nere £na t or t ~iss Pe rkins N~ s goi ng to Esk e t 
L Cl. bin£t me~ting to h£ve the d1. t L collected; ~>nd 
! go t the Secr e t ary sca red by ~icturing to him the 
r e vcrscl of role - l t>st time. he .:f s exercising 
pressure o n no per and now they .:er e going to s pring 
sornetui ng on nim i n the sum~ 11ay . And he e xcus ed 
niurscl f and sui o he hcd to go up::t~>irs for a moment ; 
a nd aO•'Il he c .. rne with ;.ll the files comvlet .. - &nd 
tnis is ~>t ~is nouse - e ll the fil es complete iher e . 
r aon ' t kno .. wiJY ne uoesn ' t oo nis home .:ork &this 
orfice . 

You mean nis office .vork f;t nis office . 
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\::( : 
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H.C. . Jr : 

Viner: 

Oli.Jh&nt : 

V!ner: 
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:Les . 1.nd he h~:.d a r eply - &. defense by Baas or 
"he Treasury r ecord . h nd the Treasury in ract 
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h~d ~pp&.rently acted on i t e ve n before Lubin had 
spo~en to me the first t ime, a nd the thing had 
~lrevdy been clecred through Central St at i sticRl 
i3ou·u a nd everybody w ll s Ill< ppy except Lubin, the 
r e;.son being tht t a pparently somebody &t Labor 
naan•t told Lubin thut the thing had gone through. 

" Ut .;hat wvs most d i sgr Ciceful about it was tha t 
ull the recor~s should be a t the house . 

•~t isn' t good aum1n1~tr&t1on , is it? 

J a ko; h'd tho; oo::o t .. onderl'ul time te~>sing me for 
n~lr E.n nour . I coul~n ' t 10uit until I got upsteirs 
bna. s&\\ where .ve s tood ; tnd 11e cle<>red this on 
uecember ':<.7 . If it hlla been '-n:fbody ' s fault, 1t 
.:oula hc ve been mine, bec~use I bad Viner ' s memonndum 
l y ln" ~round for t .>o or three ·:e.:ks &nd I think it 
!ISS ver·y impor ta nt, end suaueniy , .<no"ing he wus 
comin~: , I snoot it ove r t.o Hans t o ge t a n Gnswer . 
Tb.en I took i t home to r eud . l•nd he El most hl,d me 
.. orried . But i" v;t,s ve r y nice . T#o t hings , r meen , 
noppened yestera&y - thbt plus t he public utilities 
pl,ns; I meGn just t oo much t o h~ppen in on& day . 
out i t .... s goo ... fun ~.o ny h'uy . 

J~ol(e , ae .<nc.7 if ll& h&a tne':l nom& he could finJ them. 

".&:n~re 1 s s ometnlng i n tht t . 

(aeGrty l augate r ) 

hll right . All right . I 'll ge t you ye t . 

i• >'Plies just a!! much to mE. L S t o you. 

Oh , he ' s directing th& t a t himself . 

I wa sn' t s ure . 

1.\a.c , ther e will be g r ound glr ss in your soup a t 
! unch today . 

Did Lubin get nis fit,ure on tbe Social Security? 

6e ' s getting it, yes . 
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He 's getting it as of December 27 . 

That's f i ne . 
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I don't think he knows it yet. I'm going to give 
him a ring after this meeting. 

I wouldn' t t ell him too . soon. 

Well , the point is this . If the Secretary wanted 
to be meen, ae ought to t ake all this stuff in 
ais pocket and go to the Cabinet meeting and have 
Uiss Yerkins spring it, ~nd look blank for a minute 
t.nd tnen say, "0h, I think I have something in~ 
~ocket that bears on it." 

I don ' t t hink you ought to tell him until she 
raises it. 

No, Lubin is too good c man . 

Lubin t o Viner 

.• to joy . 

... Joy to 

..• unconfined . 

.... 

I haven't a nything. 

kll r ignt, it was gooa fun. 

Did you see the ct.ble t ha t came in last night whi ch 
I got by mistake? 

From Bullitt to t he Secretary? 

That was the one about his porsonsl opinion. 

No, his conversation with Chautemps . 

No . 

Oh, there ' s so many funny t hings happened . A cable 
comes in and I got - Dietrich after t he first night 
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t ried to b e as good as you (Lochhead) were -
trying terribly hard; did awfully well. Just 
waiting a r ound - g ot t hem a l l excited - in c a se 
a nything comes in after 6:30 . So in the Code 

17~ 

Room & g irl reads him the c a ble, which he t a kes it 
J.'or gr anted, being on the Fr ench s1tu6 tion, is f or 
me . He s a ys , "I'll go ove r the re a nd ge t it . " By 
the time he goes o ve r there, they tell him, "Oh, 
tnis isn't f or the Secr e t a r >· . This is a confidenti~l 
c &ble f or :J r . Hull." 

5o be says, "I ' m going t o sit her e until I get t n is 
ct ble . " So wh& t ' s-nis-nbme - they put it up to •.•• 

Feis 1 s assista nt. 

Feis ' s assistant . "Well, ~:s long as you rend it 
over the pnone, mi eht t s ,,ell give it to r.lr • 
• !or5entnc.u." 

u u t Dietrich sai J , " I ' m goinc to sit here until I 
get i t ." And he did; he brought it. 

You f e llo,•;s (Vine r tnd rt i efler) be in a t 11, Non• t 
you? 

"he n , tod&y? 

11 o ' clock . 

I t nougnt yo u s &i u , •Be on tne level . " 

loo much to ask . 

Herbert? .~>fter you 've r etd t nt t a rticle I .-.ant to 
tal~ to you ~bout i t. 

l.es , the re a re seve r u l points in it . It s ays tllt.t 
a c l ose business associ~te of ~r. Kennedy gave them 
t h i s infor mation ; says l a t er thc t the Star- Times* 
infor ma nt, a close fr iend o f Kennedy - so on r.nd s u 
o n - ver>· obviously lt.bel ll.ld ~ s h:..v i ng come from 
"ennedy. 

How would you at r.dle it? Kennedy i s 1n town. 

* ~el"rl'ir.g to ar tl~lt 1.n S t . l.oolu.!.s Stbr- 'iimes of J~ot .. 22 • 

• 
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Oh ye5, he i s in town . 

Yes, I s aw hi m. How '"ould you tu ndle it? 

Did you (Viner) see him? 

I saw him in the lobby, next to the bi er . 

You were next to t he bier? 
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I saw hie next t o the bier . 
was . 

I didn't say ~here I 

'lnese Cnicago fello,fs are breezy, aren• t t hey? 

.1. oon 1 t supjlos e th~re ' s ony particular use in t alking 
t o Kenne~y about it . lie ' s going to keep on doing that 
sort of t hi ng; if tne thing comes up to us , why, we 
simply tel l the people th~t it ' s absurd . 

How about sendi ng for the ma n that wrot e it? 

He >~ouldn 1 t tell you any more . I tried to get hold 
of tnis man . I don't knoll him . You ;rnm; him, Cy? 

No, I don •t . 

:.ould you send it to l.tr . Kenneay? " Enclosed you 
will •.• • " 

I doubt it. 

uell, how would you htndle it, Herber t? I ' m asking 
you. 
I woulcm • t do a thing with it, except just try~ng to 
spread the wor d among the newspapermE>n t hat it s the 
bunk. Unless you felt you wanted to t alk to Kennedy 
&bout i t . . .. 

Ref er it to Johnson . 
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Somet hing I wrote you e note about - not •,yortb 
speEKing t. bout. A man named ~aury said be anows 
you, tb~t be ~cr tici~L ted in a ct:.cp£i gn for a man 
DL:nea Lynch u~ !n 'tlesches t t r County - Dutchess 
~ounty , some years &go - Le mocr etic candid8te . 
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::en, he ' s the public relations men for the 
l:.conomists N& tioru.l Committee on lolonet ary Policy; 
t hat ' s Kemmerer t.nd tiprsgue &nd & long list of them 
t ht:. t h&v e been v e ry critical of our mone t a ry policy . 
He now says that some of tnat group , f eeling that 
tm;y !I-r e pretty much i n t une 1'ith you noh', .. ould 
like t o h& ve a t alK with you about mone t ary policy; 
;>erb~;ps tney coulu be ilelpful i n enli gh tening the 
publi c on whllt you are doillj! t~nti whet you propose to 
do . So ne suggests thc t ~r . Kemmer er ~no Mr . Sprague , 
::u.ybe on e or two others , colle aoNn ;:.nc1 hcve a t nl k 
.1· i th you . He ' s going to submit to me & memor &ndum 
of .. n~>. t tr1ey ' a li.<e to tt 1.< 'bout . 

.. uit unt il tne memor &ndum coces in, 'nd sno actlll-ll,y 
is c o!lling • 

Yes, yes . 

Vo yo u people .mo·:1 t eything t bout this? 

I ~:now , bout the col!llllit t ee, but .• . . 

lie nllmed Kemmerer ~ nd Spr t.~ue and a m&n f r om Chicago -
Gideon . 

Gideons. 

Giaeons. 
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J.nd •:;a l t "'r S par r of 

•. ell, I ' d say ... 

• . . of New Yor k Unive rsity . 

Spa r r is the Committee, more or less . 

de is the Commit tee . He 1 s very - he ' s po i son . 
~.out I 1 ll g~t £ fur tner nottt from this f ellow 
&bout tne things tney 1re inte rested in. 

O. K. , ~thi~ ~lse? 

'Ihu t 1 s t.ll. 

Herman? 

(Nocis nothing) 
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I guve y ou the note on the situ<ltion on the Hill. 
'lhe u emocr<tic members o l' 1/ays a nd :.le an s &r e goi ng 
Lh et<d this mer ning . I tl<lket.l to Mr . Dough t on ove r 
tne phone . He at first tsked me to c ome up , bu t 
I tolci aim t nis mor n in(l I thought 1t .ms undesirable 
.a. should do so, since tn"> 1r H m ving e kind of un 
o r Etoric£1 c ont es t tmonc t hemse lves , per t iculPrly 
rebti ng to this hx on clonel y held corport>tions . 
I a on 1 t tnin.t it . .-t rticulr rly aesircble for me to 
pt.rticip& te in tue1r fc.oily f i~hts . :Jay be I 1 m wror.g . 

I notice br tne pt ptr , Nher e I lea rn t hings as Dall11Y 
Bell .... oes , tnat Cru.rlcy ' .. est is no:: tekin;; c::re of 
tht. t &x bill for us . ThL t t s a ne .. i'u.n.:i. i n tne gume . 
! hacin ' t .tno.;n .ve hLd him Si t ting :.. round the t~oble • 

·II no s &ia thu t ? 

··h ertt d i d we see tha t? 

\"is s i n the Her ela -Tribune yes te r t.lay mor ning . Rather 
uoubt it .;as t r ut! . 

Gencr&l story NbS th&t ChLrley - this closely <\eld 
cor porati on business NOS in dire s tr~ its 5nd est 
A'LS tLLU.J"'..;; to the mc. jority· l etoer , .,tc ., in the 
douse to mE..te sure tru t r:.l l was .vell. 
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~ee, the Democrats met as a Committee on Committees, 
and he was there for that . Then they got into it -
because it ' s the Nays end Means Democrats, they got 
int o the other . I doubt that tha t was it . 

Hell, it ' s a nice fight anyhow. 

Very nice picture of you on Time . 

Beauti!'ul. 

On Time? 

I see the dist~nt lhndscape is t here . 

He ' s on Time . 

•On time, n eh? 

I ' ve had this emotional reac tion: that this happens 
to be the first anniver sary of my appearance in the 
Trea sury in my present capt oity . 

Congra t ulate the Treasury . 

It ' s a good day f or Time to come out. 

It 1 s "on time. " 

" On time . • 

Is it a bl ack and blue color picture? 

No, very red . 

Took it in colors, but it came out in black and white. 

Well, it wesn ' t groundhog day, cnyhow, · you bppear ed • 

It's all right . 

But I r eally l ike better t he big eagle on being a 
Left Winger - tha t ' s the thing tha t gives me satis
fac tion . 

I drew his attention to it. 

Took me a year to achieve i t. 
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Hello, Henry? 

Good morning. 

January 28, 1938. 
10:20 a.m. 

Good morning to you, how are you? 

I ' m pretty well. 

Good. 
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Ran1olph, I - they gave me a list of the twenty eight 
million dollar swaps that you made yesterd~. 

Yes, yes. 

And fran~ly they Just don't make sense ~ me. 

Well I- I'm not surprised at that. 

B~cauee 1t isn't ae though you were swapping longs 
f or shorts. But ! ~·.1st d:>n't - I c9Jl 't mo>:e 1t. ?•.!t. 

Yeo. Well lt>t me tell you about 1t. 

There has been a curious mnrket here. 

Yee . 

There have been =~me t hi ngs 1n supply, and there' s 
been some t hings ~here there ~~s gooe buying. 

Yes. 

There - ae a mstter of fact, this mark~t has had 
back of 1t e l ot of pretty good buying. 

Yes. 

There ' s been some banks 1n the market and some 
incuro.nce compan1eo, boollld 1br pe; rticular iSsue~. 

Yes. 
Which didn 't happen to be very much 1n supply. 

Yes. 
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And we found that by supplying some of those i seuea, 
where there was a real demand. 

Yes. 

We could then use buying power on i ssues which 
happen to be in supply. 

Yes. 

Now it J ust happened in one or two cases that that 
meant going from a l onger bond to a shorter. For 
example the long two and a halfs. 

Yes . 

Pnve been 1n demand. 

There were se•reral buy~re for thos e . 

Yec. 

On the other hand some of the shortPr bondn were 
in supplY and pressing the prices down. 

Yea. 

On the other hand ther~ were a lot of these two and 
seven eight hs , t he l ong two nnd seven ei~hthe that 
were k1~k1ng aroun~ . 

Yee . 

And making t~uble, and we bought f ifteen mi l lion 
of t hose. 

Which what? 

The long two and ec'fen eiehth s. 

::: see . 

And we bought fifteen 'm1111o~ of those, ' and were 
ab1e to sell ngainet tnem fifteen mill i on of · the 
forty eight fifty one . 
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'lfn~zh there ha9;:ened t o be an insurance c?"':>any 
tbet want it . 

Yea. 
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PRrt of thio wa: relieving the dealers pos i t i on 
you know t hey got. a little high. 

Yeo. 

Le=t week, ann we wnrned them t het they wer~ 
getting e little high, ~n~ by doing some of these 
switches we've b een eble t o reliev• t h•1r positions , 
enc get th~m do~, oo they're no~ pretty reacon~ble. 

I s ee. 

They have a hundred and eight million ag&1net 
n h~dr~d end forty oix. 

~el! t he ~oint i s -

I just didn 1 t \•ant. t ,:: add to the '..lpset ;•h1ch t.he 
m!U'l' ~>t 'ln ::. . I !:lean, r er.d1ng wh'lt :u~u di d .,,_ thout 
::~y e~lr.nat1on,fran~ly upset me . 

Oh well, ~e were - re were doing i t to take care 
of the market P.enry. 

~h, you ~re . 

Oh yes. T.bat was whollY due to - tc.k1ns care of 
the mart:et, an:! :' '!' ::.n.T'(" th~.t -~ ' ,., benefitted 
~~~~ct a good deal by lt. 

Think eo. 

The o,::-.~":<>t. l~o!~c a 11 t,tle better t his morning . 
Better after the closing . 

Good. 

But I think it's due largely - due part~v to our 
rel ieving this situ~tion. 

~ut - I couldn ' t ncke out whether you wanted lon!c, 
or ocC.iucs ~r ahortc or what -
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~ell, we didn't - r.e didn 't want anyth1~~ 
'=~~c~~lly. We were oi mply playinz 1n thsre 
to relieve the situa tion ~here i t was congested . 

Well I 'm glad to get the explanation. 

Yea, we ' re doing - v.e did eix million the dav 
before yecterday and tr.enty eight and a holt. 
yesterday and we're doing twelve m1111on this 
!'lorn1 "l"O. • 

Ye~. 

l!ow that puts the m:- rket, I think, 1n ;::ret+r 
eood sho~e - dealere position, ~"ld I th1~ 
t here's ~ demend aro~"ld. 

!Ught. 

Of cource the difficulty h~c been the ceneral 
market,Renry . Th~o -

Oh I appreciate th~t . 

This railroad bond market 12 s imply lousy . 

Yes . 

It's the m'.>et serious port '.>f t.he whole ::~ tuat1on. 

I see. rbe railroad 

now, "enry . I haven ' t ac"\t. you anyth1ne yet on 
t hose t 'll'o ;::oi"t.: you r~1cc~. 

Yes . 
I have been embarrassed beceuee the 
Governor has ? een pass ing something on to Uarriner. 

Oh! 
But I ' ll send you n little personal note about it . 

A11 right. 

About each one. Jus t my or.n personal views. 

Pine. 
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Juet ~~r your own oons~~;t1on. 

Send i t to the houee. 

All right. I'll do that . 

2211 - 30th . 

Yes. I've got that. 

O.K. 
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! 1 ve been a little handioa~~ed because my wife hac 
been laid up. She ' s got pneumonia. 

!.Irs. Klotz -

I have had to epend a good deal or t~~e up there. 

I'm sorry. How's she gettin~ ~l~ne. 

We:!.l, I thinl': she' s co::~1ng along all right, Henry . 
They ss,.v she ' s s. little better thiS morning. 

Qood. 

But I've been a bit ·.1orr1ed about 1t. 

Oh! All right. 

Well I'll drop you a 11ne on it, very shortlY. 

I thank you. Tnank you. 

'lery good. 

Thank you. Goodbye. 

Goodbye . 
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J anuary 28, 1938 
10: 32 a.m. 
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Treas . 
Operator: Mr. Kennedy . 

Hl.lJr: Yes. 

r.o.: Co ahead. 

!ilJJr: Bello. 
J • P. 
Kenneey : Hell o, Henry. 

f!!.!Jr : How are you? 

K: 

!L!Jr: 

K: 

RhtJr : 

K: 

!:ll&Jr : 

K: 

lr!J,.. . 

!!l!Jr: 

K: 

lilAJ r : 

K: 

o\ : 

I'm fine. And you? 

Oh, pret ty well. 

That's a boy . 

J oe, I think I know you well enough to call you up ••• 

Yeah. 

••• and suggest that you get a copy of the St . Louis 
Star Times . 

Yes . 

• •• or J anuary twenty-secopd . 

Yes . 

Whi ch starts off, "A close business associate or 
Kennedy's , . " see? 

Yes . 

And the rest - then goes on about - a deal has 
been made that you ' re not t o go to England and I am. 

Yeah. 

And 

Al l that'God-damned 1 t h1ng, Henry . 
give me that again. 

\'/ell , have you -
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lll!Jr : Ah -

K: Who is it by? 

f!!.!Jr: It 1 s by a fellow named, Sam O'Neil . 

K: 

n:JJr: 

.< : 

IIIIJr: 

K: 

Vlell , that' s the same peper 
out West, that said that -
got rid of Kennedy, - - -
Is that the story? 

that had one when I was 
that Morgenthau had 
by sending him to England . 

the 
'o'lell , that - no, no . llo, this is / story that 

Janu.ary t wenty-second? 

January twenty-second. It says that - -

What paper i s tha~, Henry? 

IDtJr: The St. Lou.is Star Times . And , there ' s been so 
much in it , you know? 

[( : 

Hl!Jr: 

K: 

iiliJ r: 

K: 

dMJr: 

.<: 

H!.IJr: 

K: 

f!!.!Jr : 

I know it . 

And 

It•s ' God-damned' embarrassing and, of course, as you 
realize, it's 'God-damned' embarrassing to me. 

Yes . 

Because, of course - I mean, t o have them - away 
from the both of us, you 'd think t hat, gee, that 
"e' d s pent the n.ight. I'm •God-damned ' happy ! 
I mean , I ' ve got a •God-damned' good Job. 

Yes. .. 
Now, what can I do about it , Henry? 

I don 't know, but 
1 

the t hin& thi s thing, I mean, 
it ' s written so - I mean, I ' ve never seen it before 
written th1s way and where it says, "A close business 
associate or Kennedy's says as follows:" - you see? 

Yes. Well , I ' ll look at it, Henry, a nd ••• • • 

I ' ll tell you wbat I 1ll do , in order to
it photost a ted and send it over to you. 

I ' ll have 
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All right . All right, send it over t o me and I ' ll 
look and I'll see what ••••• 

But I've never seen one so definitely accredited, 
I might say, to you or to a f riend of yours . 

Yes . Well, of course, I can find out I 
never heard of this fellow, I don ' t even know who 
he is. 

I don ' t know. 

' 186 

Yes . And - but you s ee those things and of course 
you get them and you burn up yourself , you say, 
1God-dammit 1 • ~. 

Well , it ' s just it makes, i t 1 s •••• • • 

Well, Henry, if you can suggest a •God- damned ' thing 
that I can do or that you can do that will make it ••••• 

Well , I can 't send for a fellow and say . ..... 

No, I can send for him . 

No, I 1:n not 

Yes . 

I ' m st aying here, see? 

You can send for him. 

Certainly . 

Yes . 

He does? 

Yes . 

Does he work out of Washington? 

And his name is Mike O'Neil? 

No, Sam 0 1Neil. 

Sam O' Neil, - I never heard of h i m. 

Yes . I ' ll have a photostat • • ••• 

You s end it over t o me and I 1ll s end for Sam. 
(Spoken laughingly) 
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IUIJr: O.K. 

K: All right. {Laughs) 

l!IIJr : All right . Goodbye. 
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January 28, 1938 

For the Secretar: : 

Ur. R· E. Reichert , former Bank Commissioner of 

•lichi gan, was in for lunch. 

'8" .' 0 

He brought up the subject of the bank holding company 

legislation and referred to t he f act that when be was bank 

commissioner and the Uetroit groups were being formed, he 

came t o Washington and testified that he r egarded group 

banking as a sinister development, saying that we should 

keep to either branch banking or independent unit banking . 

He said he welcomed l egislation at t his time breaking 

up the hol di ng companies and that be was sure there woul d 

be no ma jor difficulties encountered. He said that if any 

difficulties were in store for the banks on that account, 

they were certainly i n t he best possible ehape to meet them, 

being 1n the ~ost liquid posi t i on they have been 1n for 

years . He sa i d that if be were still Commissioner of 

Banking in Michi gan and the Detroit groups were still i .n 

e~istence , be would be i ncl ined to give his support to 

legislation putting them out of e~istence, and would not 

be alarmed about any ill effects on the banke . 
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J'ROK: .Aaer1can Legation, Bern, Switzerland 

DlTJ:: January 28, 1938, 3 p.m. 

NO .a 7 

~ - 189 

I n strict confidence I learned this morning f~ 

the Vice President of the Board of Managers of the Swi&s 

~rational Bank that Japan has been putting out feelers 

regarding the possibility of getting a large loan from 

the Swiss. Ky contact g&Ye me to understand that the 

S•ics National Bank is definitely unfayorable to such 

a loan. 

I was also informed that the Swlos Federal Council 

h>.s about decided that they. will call for redemption 

of the l9ll and 1920 three and one half percent Federal 

RaHways Loans totalling four hundred million franca. 

They will then offer for public subcoription a loan for 

the aame amount at three percent. 

HARRISON. 

I 

!? (. 

4~ cf 

(r ' . 
EA:Ln 
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TREASURY DEPARTMENT 

INTO OI"J"''U COWMUNtCAnON 

..... 
Secretary Korgentllau 

January 28, 1938 

, .... Henoan Oliphant 

For Your intor»tion 

The attome:y tor 1!. K. Sid tb and brother wired lrenchel )"eaterdq 

that an amended otfer in coeprolllise raieing the orlgi.nal otter ot 

~1,100,000 to $1, 500,000 (the 11.111ount which we had indiCAted was the 

l0t1cs t •·• wo\lld consider) would be tiled with the collector )"esterdiQ', 

and that tha Ba.nk bad agreed, provided that liens which were placed ap.in.t 

the propert:y of the Sid the as a result of j eopsrdy aaaesaiD8nts ll&de after 

ine original offer bad been rejected were released immediatel)". The otter, 

he stated, will be lllllde on tha teres ot $600,000 in cash and the balance 

in three equal annual inatallaente. 

The collector at Loa Angeles has been instructed .to t'onard the 

offer t o the COIIIlisaioner b)' &ir ...U aa soon as he receives it. We 

~.a•• advised Sid tb' s attome7 ot our instructiona to the collector; that 

the offer will be acted upon iuediately upon reaching here, and that 

the liens can not be released until the offer baa been accepted . 

/ _ _ ~ 
/4.-

190 
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Subject: 

Pnpencl bT 
s . Adler 8Dd 
B, D, Wb1te 

Di.ri81on of lleMvch 8Dd StaU.tice 

INTO OnrJCa COMMUN ICATION 

Secretar~enthau 

l&r. Ho.a~/J 

British 

, 
~ 1 . 

I 

OATO January 28, 19)3 

(All figures 

(1) The British national debt rose $1,210,000,000 in 1937. 

Na tional debt - December 31, 1936 
National debt - December Jl , 1937 

fl!o, ~§· 000,000 '<41, , 000,000 

As of December 31, 1937, t he long- term debt was 
:}6, 250,000,000 and the floatin g debt, $4,925,000,000. 

(2) Lonr.,~term borrowing in 1937 

There v1ere only t wo government i seuee in 1937. 
The first was the S500,000,000 21! percent Defence Loan, 

19~4-19~. issued in April. (Th i s Chamberlain i ssue was ~~n
erally regorded a s a contributory factor to the decline in 
the British bond market during the spring of 1937. ) 

~he second i s sue was the $232,000,000 3 percent Tithe 
~edeQ)tion Stock (•stock" by naoe only; it differs in no 
sense f r om a bond) issued in Au~st to provide co~ensetion 
in r espect of the extinction of tithe r ent charges which 
far.:~era f ormerly had to pey to the Church of England. 

:.;ont h Description Nomina l Amount Issue Price 

i ssued of issue (!.iillions) or ice 12L2l/i.Z 

( 1) A!>r11 2·~~ Defence Loan $500 99-1/2 99-l/S 

(2) AUB'UBt British Government 
3% Tithe Redemption $232 S7-3/lt 92 

(}) Short-term borrowing 
Tota~ floating debt rose by $670 million f r om December Jl, 

1936 to December 31, 1937· It was $4,255 million on December 31, 
1936 and $4,925 milli on on December 31, 1937· Tne table on the 
following page g1ves t!:le breakdown of the increase. 
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secret~ry t.:or genthau - 2 

December 31, 
1936 

r.11ys Md Ueane 
Advances outstanding: 

Advcnoes by Bank . 
of England $2S5, 000, ooo 

.\dv~noes by Pub-
lic Depts . 13S, 950,000 

~re4sury Bills out-
standing 3, S30,975, 000 

To ta.l Floating 
Debt Outstand-
ing $4, 254, 925,000 

December 31, 
1937 

$27S, 750, 000 

197, 175, 000 

4, 44s, 550, coo 

- .. 192 

Increase 
1936-1937 

- $6,250,000 

+ 56, 225, 000 

+617,575, 000 

~4. 924,475 , 000 + $669,550, 000 ----,. 
The increase in the amount or Treasury bills outst anding 

in 1937 v1aa in part due to the Exollange Equalizati on Fund • s 
1nere sed E,'Old purchases. 

(4) 193S Prospects 

'!'he Briti sh Treasury will have t o r esort to t he long-terUl 
n~rke t for at least two new i ssues in 19JS. 

(a) The 2~ percent Defence bond i eeue. It is probable 
that this will be another i ssue or 100 million pounds. 

(b) 76,500, 000 pounds i ssue of Stock tor the purchase 
of mining r oyalties to carry through the gpverncent 1 e 
nct i onal i zati on of coal mining royalties . 
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1'0 the CongNIII 

A denlo~nt baa OCCUI'Nd tn our bank!DC 

sys tem wtthtn the lut tn 7eara that seema to 11e 

to hold elements ot very aertoua dan&er to our 

economic lite . Thtl development 1a the exteneion 

ot bank holding companies. 

, • n , 
:Ji-,.;,, ...) ' I 

It 11 hardly neceeear.r, I thtnk, to point out 

to you the areat eoonomtc power that mtght be Wielded 

by a IJ'OUP wbtoh may succeed in acqutrtng domination 

over benktng reeourcea in any conatderable area ot 

the country. That power becomea particularly c18nger

oua 11hen tt ie exercised troa a dtatance and notabl7 

eo 11hen ettecttn control 11 matntatned without the 

reaponetbtltttee ot complete ownerahtp. 

We have .. en the multiplied evtla whtch have 

arleen tl'OIII the boldiDC OOJDP8D7 ayatem in the caee 

ot public ut1litiel, were a -ll111DOr1ty onenbtp 

haa been able to doatnate a tar-tlUD& 118tea• 

Je don't wut thOH evna repeated tn tbe 

benktna tteld, ud ,. lhould take ate~ DOW to 1 .. 

that they are not. I 111 not thtnk1DI eo mob ot tbe 
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preeent llitu&tlon u ot wbat the rewlt M1' be it w 

permit the trend to continue. It ill not a IUtticient 

assurance e&atnat the tuture to 11117 that no great n11 

baa yet reaulted !1'011 boldine COIIIPC7 operation• in 

the bank1na field. Tbe poee1b111t1ea and even the 

probab111tiea ot great harm are Inherent in the ettu

atlon, 

Both the Congreee and the legtele.turee ot a 

number ot the sta tes haTe deemed it wiee to place 

1111l1te on branch banlc1ng , but no l1m1te have been 

placed on the hol ding company 1yetem, 11h1ch accOJDpltllhee 

a 111m1lar r eault wt thout a s111111ar measure ot reepona1-

b111t;r, and pel'llltll, with equivalent capital investment, 

dom1natton ot a much broader field. 

I therefore recomen<1 that the Congre1111 enact 

at this eellllion le&111l&t1on which will e!tecttvelr 

regulate the control o! benlrll by holding COIIPBDiel. 
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181>11&1'7 2ll, 19:38. 

g>jW!D!11! PQR THE SICIII'1'A!lit 

Subject to -rour appro-.al., the &rr&.n&Menta and proe-.Iure below 

described will govern the diaposition ot t&x cane at Los Angel es 

UDder t he experiJoental plan which bas been decided upon, t o be 

effec tive larch 1 , 19)8, 

WllfiCAL STAPF. LOS AIGJ:1'!.!§ DIVISIOI. 

1. A branch ot the Teclmical Staff ot the Comis sioner•a Office 

w1ll be established at Los Angeles . It w1l.l be known aa the Loa Angeles 

Dirls ion o! the Technical Sta!t (hereinafter referred to as the Stat! 

Dirls ion). It will consist or a chief, to be des icnated by the Coll!!lia

oioner, and such technical assistants , auditors, and clerks as ""¥be 

necessar-r . It w1ll per!o1'11 its duties under t he Ca.missioner 1 s super

vision, t i!NQgh the llaad o! the Technical Start. 

2. The Chiat o! the Stat! DiY1s1on will exclusivezy represent the 

C<>::aa.lssioner in tbe deteno.inatioc of Federal inc..a aDd profits tax llabU

itT (whether before or after the iuuanee or a statutory notice o! deti

eioncr) in all easea ori81nat1ng in the office ot the revenue aaent in 

charge a t Los Angalas in which thlt taxpayers have tinall,7 protes ted the 

prell.tnary deterainatiOD o! llabllity !lade by thet officer, exceptinc 

l'roud cases. Be will a.lao hen exclusin authorit7 to settle b7 atipnla

tion caees doelcat.d by the Unit.<! Stl.tea Board ot Tax Appeals and set 

tor trial at any plac:e rlthi.n the t.rritorial juriediction o! the said 

agent in ebaraet ProYided , Thet he shRl.l not -.Jce or approve a atipnla

Uon for s ettleMnt in any doetated ease except with the concurronce o! 

the lourulel Cor the Stat! Di rlaioo referred to below. 

3. A upresentative of the Chie! Counsel o! the Bureau o! Internal 

Revenue w1l.l be assJ.&ned as Counsel to thlt Stat! Divis ion, with euch 

t.eebnical aDd clerical assiatants aa be M7 r.quire. Ria duties w1l.l 

be perfor<Oed under the general superrtsioo o! thlt Chief Counsel. Be 

will advise t he Chiet o! the Start Divisi0111 upoD request, npon l eaal 

questiona sriainc in tba de~e%Winat1on ot inc.-a &Dd prot1ta tax 11a

bWt7. Be w1l.l advise tba Chief ot the Stat! Dividoa &leo with reepee t 

to any proposed sattleaent or a doelcated eaee. Be will prepe.re anenra 

to petitions tiled dtb thlt Board ot Tax Appeala, eopiea ot whic b rlll 

'be furDisbed b1a by thlt Chia! Counael or t hlt 81lreau, in eeses orJ.&inet inc 
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Ill tbe ottice or tbe rn•,.. ac-t 1a ellup or U. Loa .&llgeaa Di'riaioo; 
a!ld be will reprMent tbe C-'..laioeer 1a tbe dateaae betore tbe Board 

of cane set tor llaariJtC wit.IWl ta. territor1al. JuriadictiOD or a'DCh aaent 
Ill cb&rse , but be aball not atipal.ate before tbe Board tor tbe eattle .. nt 

of 81t1 cue except witb ta. appron.l or the Chiet or tbe Start Di...UioD. 
Tbe Co111111al tor tbe Sterr Di...Uioa will cooaidar, upoa r eteHDCe, ...,_ 
r&D<~• prepared 1a tbl St..tr Dirlsioo directinc ta. iea.....,e or statutory 

notices or deticiecc7 prior to their appro'nll bJ ta. Chiet or ta. DirlsioD, 
and will adrlse h1a 1a azq auch caae wblthar in CO'Cael 'a Jlll&-nt tbl 

proposed deticieDe7 or &liT lersar or a•ller deticienc7 coald auC<l&llatull7 
be defended upon appeal to tbe Board. le will &lao •u ouch ••••tiona 
as he •1 d- adTiaaba u to t be tora aDd cODt&llt ot tbe proposed atatu
torJ notice in 81tf sueb eeae, to insure tblt auch Dotice will proYide a 
ooDDd beds tor detenae aboald tbe eeae be appeal ed. 

nEI.I¥IfURX fROCWTR! BI MfiiUi AGM II CIWtGJi. 

4. Detici&DC1 eases will be handled in tbe ottice ot tbe r....,oe 
qeDt 1D ehl.rse in accordance with tbe proYislODB or t he Internal RanDua 
llanual, except in the tollowi.Dg; particul&rea 

(a) In Uf1 case wbere tbe tazpaT&r doe~~ not r espond to 
tbe preH a! ""r7 notice ot datieienr-7 and tbe usual follow
up Dotices , a epecial Dotice will be s&Dt h1a stating tbat 
it be talla to acquiesce or protest withiD a specified tiM, 
tba atatutory Dotica or datici&DcT will be •Ued. It the 
~ !ella to reapcad withiD tba tUe allowed b7 tbe 
spec1al. Dotiea, tbl acant in charc• will issue tbs statutory 
notice or deticieac7 1n tbe praacribed rora. 

(b) In UIJ' caae wbera tbe taxp17er tilea a protest 
a ttar tbe preHa t ... ry or special notice but declines a 
contereoce, tbl aaent in clle.rce will reeooaidar tba caae 

in tbe licht or tbe protest aDd Dotif'7 tbe ~ Of 
lie CODCluslooa. It &D acr-~>t le ~ reacbed, be will 
tlle.reattar, depeDdi.ac upoa tbe circ-teDCea of tbl eaee, 
either (1) iaeua tbl statutory Dotice or daticienc7, or 
( 2) adY1se tbe taxp&Jer that oo request tbe case will be 

referred to tbe Start Dirlsion tor llaarinc, but t hat in 
tbe &bseDC& of I IICh & req•at tbe atatutory DotiO& Of d&
fici•cy will be ailed at tbe expiratioa or a apecitied 
t ina. In this latter n.t, tbe re- ac•t 1n e lloree 

will ileue tbe atautory DOtioe 1lpaD ta. ~·· taUure 
to request a a.artac before tbe Sterr Di...Uioa witldn tr. 

tina apecitied. 

(c) In UIJ' cue wllare tbe t&xpeJer t1lee a pro teet 
aDd a c....re..- 1a llal4, but rltllout aQ 11 nt, tbe ac-t 
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1n c barge ll'1ll ll0t1f7 tbe tupll;fer ot Ida c ..:lua10118, acl
'fioing lWo that llpOD requeot U. caae will be reternd to 
the s tatt Di'fiaion tor be&rill(, but tbat 1a ta. abeeDCe ot 
such a request tll8 ot&tutoq notice ot det1c1,eDC7 will 'be 
lllliled at the upireU- ot a apec1t1ed tiM. !118 m-enu. 
a&lllt 1n c berge will 1aaue ta. et&tutoq notice llpOD U. 
t.axpqer ' s failure to requeot a M&r1Dc 'batoN tM St&tr 
Dirleion within tM t1ae specltied. 

·~ 197 

5. fba procedure t or baadling Oftr&eseea .. nt cu .. will 'be the 

s011e as that prescribed 1A the precediAg paragraph with relation to 
daticieDCT cases , except that the special notice will intora the tax
pa7ar that 1t he taila to acquiesce or protaot within a specified tiM, 

the ac~ent in cbarge ll'1ll recoa.Dd t o tM COIIal.aaiOIIel' the 1aaut.Dca o! 
a cartitinate o! o...,raasess•nt 1n ta. uount stated 1n the notice. 
It the texpa)'er tails to respond to the special notice, the agent 1n 

ebnrge will s end the case to the Bureau tor issuance ot the certificate 
ot overassessaent, or other appropriate action. 

PliOC!!iOORE .ypR !!P!!!!!lJCE to STAll DIVISIO •• 

6. The Stat! Dirlaion •ill accord bearincs upon protested cases 

referred to it b)' tbe agent in c berge 1n accordance with the procedure 
outlined 1A the preceding paragrhphs. It will not condder before the 
issuance or the :ota t utory notice ot deticiancy &!11 case 1A which no 
protest baa been tiled wi tb the r e•enua agent in cberge . In an7 cue 

1n which protest baa been t iled with tbe rennue agent 1n cbarge, U 
will not consider prior to the issut.nca or the atatutor7 notice new 
contentions or new erldence that ~ be decisin wi t h respect to &DT 

major issue , but upon the presentation of such conten tions or e'fidence , 
will ro! er the issues inYolnd t o the agent 1D cbargo tor further con
s ider¥tion &Dd tor cooterence with the taxpayer i t adrlaable . 

7. 1'hen the Cbie! of the starr Dirlsion bea reached a r1Dal con
el usioa with respect to &D1 case, he will prepare a _and.,. thereof 
set~ f orth the exact s rounds upon which his concln.eion r eata. This 
aeaorand,. will be tranaaitted wi tb all the papers 1n tbe case t o tll8 

revenue asent 1n cherse , who will, accord1ng t o tbe nature ot the cl~ 
elsion of the Stat! DiT1a1on, 

(a) Certil)' a clefielenq to the Collector 1D 
accarclance with llaeograph JS52, 

(b) Issue a atatutoq notice ot deticianOT, or 

(e) Tranaai t the caae t o tM Bureau tor the prepara
tion of a certiticate ot .,.,eruae11aent, or 
other appropriate action. 
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8. n. Staff Dirld• rill an co~t. JwWicU• ot all 
cases after ~ la-oe ot t• atatatoq ...Uce. fpoa t• taxpqer'a 
request, tbe Staff D1rla1oa ~ talDt up tor setU..Dt uq cue 1D 
which a atatutoq DOtioe baa Mea iuu.cl , ..s •7 crut tbe ~ 
a beari.Da t~. ~pt 1a -•1 cir-t&Dcea, botlenr, it will 
DCt gr&Dt a bMJ'Uig 1a a11eh a cue prior to ~ f111ac ot ~ peUt.lOD 
1t a beari.Da baa-- w 1a tbe ottica ot t .. h f- ac•t 1a carp, 
or 1t tbe taxpqw laa retu .. d aa opport•U7 to he hMri tbere. 

9. .ltter U>a t1l1q ot ~ petitioD 1a aq cue, the Staff Di'l'iaion 
will continue to ba... sole authori t.7, au'!>Jeot to the pro'l'idoaa of para
p-aph 2 abo••• tor tbe aetU-t of the cue, ..S rlll baft tbe cuatod7 
or all ruu, paper• , all4 tocmmta releUDc to ~ oue, which rill, 
balrenr, a t all tt-s he a..aU&ble to ~ Co...sal tor tbe DblaiOD tor 
the preparaUoa ot the auwer to the pet1Uoo aDd tor the datiiDSe before 
the Board. of tbe Cc.aiaaioa.er' a d•teral.aation. -.,.. ' 

10. At uq Qe&rillg gruted b7 tblt Stat! Division, tbe age~>t 1D 
cilllr&e will be represeDted 1t bit ao desire•, or 1t tbe Chief ot ~ 
Stet! Dirlaiott d- it adrlsable . 

ll. lxcapt u •7 be o tber'l'iae directed b7 \be C...-iasiooer, tbroueh 
the IMd of tbe !ecllll1eal Statt, tbe conduct ot beeriD&• ..S other pro
ceediD&a by tblt Staff DiTieion will be i n accordance rltb the procedure 

euatour11T followed 1>7 t• !eebrrloel Statt. 

(Signed) CIJY T. HELVI!Rl!lC 

Co-iasioner. 

ApproYedl J6Jluary Jl, l9J8. 

(Signed) B. IIORGDITBAU, JR. 
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Roe well 
r.lag111: 

H.ll.Jr: 

II : 

l!.J.I. Jr: 

IJ : 

ii.U.Jr: 

U: 

l! .U.Jr: 

U: 

H.U.Jr: 

U: 

!! . li.Jr: 

1.1 : 

l! . !.!.Jr: 

II: 

H.:J.Jr: 

Hello. 

Roe. 

Yea, Henry . 

January 28, 1938. 
4:24 p.a. 

199 

At the Cab1net aeeting the Vice President said 
that he'd been talking to V1nson and Pat Harriaon. 

Yea. 

<:me th1ng that they were worry1ng aboat wae that 
thia th1ng wollld be retroactive, this tax bill. 

Yea. 

So I aaid, •well I ooaldn't gaarantee mach aboat 
the tax bill, bat I thoaght I ooald gaarantee that 
there wollld not be anything 1n it which woald be 
retroactive.• 

Yes. 

Then I said, •well, that the t .hing that was 
worrying as part1oalarly was that Congressman 
WoCoraaok was the spearhead on a tight against 
this - any ! ora ot earplllB tax, and that Robert 
Doaghton wae sitt1ng on the side l1nes.• 

Yes. 

So the President s aid, •well, I'll send tor 
MoCoraaok and have a talk with him.• 

Good. 

So then the President said, •prepare a memorandum 
giving me the backgroand• - send it over to him and 
he'd read it over the weekend and send tor l.loCormaok, 
tlonday. Now, I • 11 be 1n t omorrow and 1t yo a' d have 
a aear.orand\111 tor ae, I'd go over it wit.ll ;roa, and 
we 'd shoot it over to the Preeident. 

I - I eappoae it'd better not be more than a page. 

Well, I'd give him whatever is neoeeeary and I'd 
give him the whole pi otare. Give 111m Jast ae much 
ae yoa think is neoeeaary 1n order t o give him a 

piotare. 
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~.u.Jr: 

!! : 

P.L.Jr: 

- 2-

I'll be very glad to, a.nd I'm glad he's get~ing 
into it. 

All right. 

I ~hink that's an awfully good way out • 

Ri ght. 

200 

All right. Thank you. I'll give it to you, what 
time in the morning will suit you? 

Oh, we'll see. ~e'll sea . 

Ye &. All right. 
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DEPARTMENT OF STATE 
WASHINGTON 

January 28, 1938. 

Uy dear Kr. Secretary: 

I enclose for your confidential 1nfor.ation 

a copy of paraphrase of telegr~ ! o. 152 just 

r eceived f r o• Kr. Bull1tt, reporting a conversa

tion which he had with the Prime ll1n18ter. 

Enclosure: 

Sincerely yours, 
.~Ri.:b 

llo. 152 of January 37 
from Paris. 

The Honorable 

Ren.ry Korgenthau, Jr., 

Secretary of the Treasury. 

201 
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PARAPHIV.SI or TILIGRA.M gQJ:IVZD 

J'ROK: J.merioan labaeey, Pari s, rranoe 

DATI:: January 27, 1938, .tdnight, 

lfo.: 152 

STRICTLY CONFIDENTIAL FOR THJ: SJ:ORETJ.RY. 

This eYening I had a l ong and inti~~:&te tallc With 

Oliautempe. He g&Ye me hie vine regarding the situation 

of the present rrenoh Qoyernment . 

The Prime Kinieter first said that the frano bad bad 

another bad day, and that be bad ordered that the equali zca

tion fund be giYen back a part of the gold whiob Bonnet 

bad taken out of it and put in the Bank of France, J.s 

long ao he possibly could, he said, he would defend the 

fran.c without oxohange control. 

Chautempe was beginning to wonder, however , whether 

it would not be possible to baYe some governmental combina

tion which, Without exchange control , could pre-,ent capital 

flight from rrance. The thought was growing in hie mind 

that tbe decisiYe faotor in the situation was that the 

essential expenditures by France for interest on the publio 

debt and rearmament were so great that taxation would not 

COYer them. Furthermore, it was likely his budget would 

be blown to bite by further neoeseary expenditures for the 

na-,y and for the air force - these expenditures could not 

be reduc ed by any goYern.ent, Be eaid that the -11 nente 

of each dellYery day were relat1Yaly "tnimportant; the rrenoh 
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Government could not reduce ita expenditure• or inorea1 e 

ita revenues, and this was the vital. factor . Therefore 

t he Right capitalieta would keep on sending their money 

abroad no •tter whet OoYernment might be in power in rranoe. 

The Prime Minister told me he wae not yet ocnYinoed 

that it was in8'fitable e~change control would h&Ye to be 

established. How8'fer, nery sign poi nted to the conclusion 

that t hey could not avoid it. Oheutempe asked me what 

would be the reaction of the United States to t he impo.t

tion of exchange control, and I replied in the terme of 

telegram No~ 18 of January 13, 7 p.m., from you. 

The Prime Minieter conti nued by oaying that if the 

flight from the f r ano should continue it would be necessary 

tor the pr esent Government to resign. As successors, 

there were only t wo possible governments which he could 

envisage; The firs t would be t he dangerous experiment of 

calling Herriot to head a National GoYernment, which govern

ment would include representatives of ~11 parties from the 

ext reme Left to the extreme Right; from Thorez to Louie 

l.!artn. This 8'feni ng, he said, Lebrun had aued him and 

Jean Neney, the Preaident of the s enate, what they t hought 

ot such action. The Prime Min1Bter had told the President 

that •a cabinet containing Thorez and Louis Karin would 

be able to do nothing at cabinet meetings except play baok

gaJ~~mon•; they would not be able to agTSe on any aubj ect • 

Cbautemps t hought it wae preferable t o haY8 disputes in 
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the Challber of Depuu .. rather thu to baYe uarohy 1D 

the trenob Cab1Det. 

E!fD SIOTIOlfS OR UD 'l'WO. 

BULLift. 

EA:Ln 
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FEDERAL RUERY£ BANK 

M N llW YORK 

DATE liD!I•JT •• UM. CORRESPONDENCE 

eo~nomUL~ SUBJECTo &JPROIJ COIIJWII8IOI 

J,. w._Eaok . .._ ___ _ ---'-ID ua OJ' aowo. 
tz. BolMil o.u .. n .._,t.o wtq. th-., hat acma.u7 

bttll tr)'illl to lq\lOOM \hO lbol'\1 W4q 1D \hO hello a&fto' lift Ulo 

es:ptrialllt had DOt bOlD '10'7 .aoooaotul, fhtir had bl"'OJJh' tho I'HO 

doe rroe 114 a/• •o about 118 11• bn u waa pi.q •o oon C~ol 

1 1ren doal of _ _, w keep u n.\ho hiahn lwol. no hello dU 

110\ look IDT too 100d a' Ulo ••mt ad ho na woa4oi'1Dc -•U:r bow 

\lit rreoch woro 101Dc to llalco Oil\, thoro had •• :rn bOlD DO .n-

4coo of tbo1r ooa'DI 1Dto t h o LoDdoD aukn to borrow -o:r. BoUOD 

ocnald do OD.T'hlDI 1D l ew tol'kJ or WOilld tho 

•t-1 .JobDOOII Ao'l bo a lhabliDa bloek; 1101 • horo 0117' ft7' of 

11\Unc al'OWld 'ha" I replied ,ha,, 1D a:r op1D1•, ropoal of tho 

act waa tho o.Dl:r wa:r 'o ..ooth tho pa\h tor borrowiq b:r naUODI 

lhicb had dofal\ed OD \heir lOIDI ODd \ha' .Uab ropoal. ftO DO' 1D 

Ult carb, Bo 111D'ed w lalow who\bor their dof.-alt on tho war dob' 

• • the onl;r Jrmoh 4ota111,, I replied 'ha\1 • • tar •• I lmow, thn 

waa 10, A 11tUo la'or BoUID t..-lred 11boU101' •• ooald uoo tho 

ltabllhaUoa Plmd to hell \ho hmtb b:r ba71D1 friDoo. I r..Uo4 

\bat tbeorot1oall:r n poodbq 001114 bn, \hat pol1Uoall:r 1\ no 

iapouiblo 1f f or DO other rM_, bMauoo of tho howl tho Boarn 

Prt u would auo nor nab , ..... nl••· Untor \ho oii'CIIIDniDoOI, 

t b111 l!ohon thoqht tho Jrmab, if thtir _, .. ••cn•oo, .-ld 

to rel:r 1lPGD 'ho BrlUah •lel;r. I .. ned Ula' Ula' •• probUl;r 

IO btCIII IO OOQD.r101 Uko IW1\Hrllll4 ODd s,11•d 1101'0 IIOt likol;r D01I 

.. leo tllrthor adYuooa w rr•••· ~w, I ooaUDuod, t'Dnhor bor

lrot>t ... did no' •- w bo tho aol.U• of 'ho Jrmob probl•• Bolta 
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I'CO&:RA L. RLSQV& B A N K 

Of!' N E:W YOftK 

CORRESPONDENCE 

coml!lftUL mW 

____:L..___L_IUIIlL-_ _ 

DATE l•P•r:J--. liM, 

S U8 J EC T· lll..lpiQII '8*1"'"101 

mB ••• Ql -L .. •I.._,I.,._ ___ _ 

- I-

\bOucbt it llilht n l .. n offer a hiiPOI'U7 .oltd1oe \o Ucla tho 

rrtaeb OYOI" plllcliq \be ftnia.b\llliq od of \be poUUeol pi'O'bl•• 

I uted wbethor \be Preeb hacl roopeocl wl\b ~riUah 'blllkua tho 

"ut1011 ot ra1a!Jic a llOW lou 1ll 11• of tho 1401 0001 000 pa14 off 

11 Dee•ber. ~Uoe ropllocl \bn, ra\bu •rpr1a!Jicl7, M\b!Jic bocl 

bttn said. lwor\holoaa, he feU \ha\ thoro •n be a lllo....,• YOJ7 

.oon u thine• ooul4 110t co Oil like thla auch lOilcor. '!'hero waa 

• ••rr, YOIT ftl'OIIC 110'1'••' \owar4a ozoh-.• _,rol ill J'reoo 11b1ch 

e•• hoe tho loft. 'l'ha\1 he thoucht, ••• tho reel pro'bl• a4 \be 

cause tor oftorta to t11ld a t.-poraJ7 aoluUon of the J'reob 41tt1-

!he belaa waa a 11Ulo bo\\or, ~ltoD continued. !hero waa 

notb1Ac now 1ll tho a1\Uat1oo, tho rMe\ aoll11lc hiYS.Dc bee of a 

tptelllatiyo naturoJ \boi'O waa 110 w14meo ot tlicht ot capitol troa 

!he dollar ha4 .. &ill b- e4or proa•ro 1B tho LoadoD auk .. , 

Witb quito a Da'ber of ••'nl balllra aolt1nc . Be tid aot Jmow \he roo

'llllleu octrol blllka Wire ~wtac tho loo4 \ake liT the aartrn. I iB

.Ured 11b .. bar tha ,.. ..... of ..Uar aaloa _, 11lto colcl bat llol\ea 

rtplied that aon ot u •• .. a1Dn ••rllq. A\ \be proaet l•ol• 

there ••• a ta1r1T n-. .-.rotol 4••4 for 4ollara liT aa,Uih oo.

•tro1al boaaoa 11b1oh U4 r ... \17 aataol'tlo4 lUll ....,,,, bat tor thia 

Clllbioa the 4ollar ...tcl pN'b&allT U.o ..U•ocl f-.1'\hor. 

Bol\oo ha4 roa4 a~NN\ \lao l.non elaiaa rataecl liT the 

Ythrana .. 
Uh• ._clerocl 111lober thia pr.J.a .. \o be a UTe pol1\1ul 
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P'EDERAL ... DV& 8ANK 

CW NI[W YORK 

CORRESPONDENCE D A1'1! I '17 M, 11M, 

~UI 

)..D J 

SUaJcc:T''-' Jmr.•••UI...;•II!II*IliOIIIFU«IrJIM. __ _ 
1111 •• , • .,,.,, 

-·-
u••· I r.,U .. tbat u •• '"'*' -. ... ~ • • ..,.. ..._. 
fliiUOD '*'that 1 Ullllk .. \be It~ *llll .. ,., IHIIWl4 Ule 

,repoaal. 

' • 
' ; 

'· ~ 
~ ,. 
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Srcrctnry of StatE, 

Washington, 

RUSH. 

68, Januar y 28, 5 p . m. 

• 

GRAY 

London 

Dated January 28, 1938 

Rtc'd 1:35 p. m. 

CO!IFID.::NTIAL FOR THE S ECRETARY OF THE TREASURY FROM 

SUTTER' 'ORTH. 

Ont , The f ollowing is Sir John Simon's reply: 

"ThE Chancellor is writing toM. Marchandcau, congrat

ulati ng him on his appointmEnt and ExprEssing pleasure at 

that part of the Frrnch llinistcrial dtclarstion which 

rtfrrrrd to dtftnding the national currrncy within the 

frnmrwork of monetary freedom and the tripartitE agrccncnt , 

l:r will takE thE oppor tunity of rxprcs sing thE desire for 

Clost cooperation, 

The Chancellor docs not think i t dEsirable at this 

moment t o prcss the French ;!inistcr of Financr to name 

defi nit e points bEtweEn which hr will hold the franc ae 

(1) hr thinks it is hardly practicablE for the Mi ni ster 

nt thtn mo rment to reach an·y final de!lision on that point, 

h1s l'Enl position being that ht must try to act fo.r the 

bESt 
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best under constantly changi ng conditions ; and (2) h E 

dots not wish to i nvitE a rEjoindEr to the effect that 

ctrta~n pol iciEs art practicable or not practi cablE 

according as the British and American Governments art 

willing to underwri tE the franc . 

The Chancellor will , of course, be i nterested to 

lmown <that reply thE French make to llr. Cochran". 

¥~en this reply ~as gi ven me I was told for my 

"ptrsonnl information only" that when thi s matter wa s 

brought to Simon' s attention hi s f irst reaction had bEEn 

to har k back to thE occc.sion nhtn ::; similar inquiry had bt En 

put to t•. Bonnet ; hE had rccnlltd that on that occasion 

ht h?d ~dvocattd tht despatching of such o.n inquiry but had 

consultEd tht A~Erico.n Trtasury btfort taki ng any action • . 
':ith rtg~rd to thE substancE of thE :tbovt rtply I 

venture to rtftr to Phillips ' rtmarks rtporttd i n tht 

ntnult1matt paragraph of my 31 , J anuary 14, 1 p .m. , and to 

the monor!lnda of his f i rst two convtrsot1ons in Washington 

dnttd Sept ember 20 and SEpttmbtr 21 , 1937 . 

TI"O • Tht Srltish Tr easury' s i nformation regarding-thE 

Dutch short t trm credits to Fr,ncE differ s in t hE way from 

th~t given in thE pEnultim~tE paragr aph of my 61 , January 26, 

6 n. m. ThE ~rltish Treasury confirms that bills arE now 

appmring 
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-3- #68, Janu~y 2B, 5 P ·~ · · from London, 

appearing i n this market which were i ssued on J:muary 14th 

~hcreforc inct icating t hat the opt i on on the f i nal set of 

bills h~d b een exercised. The Briti sh Treasury concl udes 

th'lt the French have or arc nov1 getting the resultant 

foreign exchange ~ut they have no way of knowing whether 

the French ~uthoriti cs have been wil l ing t o modify their 
~- ·-

original arrangement v.i th the ~endelssohn group to the 

end tha~ instead of receiving the final 50, 000, 000 flori ns 

thc•r only receive florins as bills nrc absorbed on the 

Dutch and other markets , Rowe- Dutton reports f r om Pari s 

an uncon finned ru:nor t h'lt the i''r ench Treasury i s a t t empti ng 

to r aise n further credit i n Hollnnd, this time on behalf 

of t he rnil":ays . 

Three , As instruct ed I am lc~ving toni ght for Paris . 

JOHN SOli 

' •·;c : KLP ·• 
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Secretary of State, 

1'/nshington. 

72 , Jonu~ry ?.8, 8 p . m. 

PLAIN 

London 

Dated January 28, 1938 

Rtc 1d 3 : 55 p ,m, 

FO::t T:lc.~SURY FRO.' BU'J'fERWORTR . 

Tod~y ' s London fin~nci~l press carry summaries of thE 

b:lckground interview which was held i n t he Treasury 

yesterday . No editorials appear on this sub ject they bt1ng 

entirely dEvotEd to the v~n Zeeland report , 

I rum confidentia lly informEd by a Canadi an of f i ci al 

th'lt the underwri ters were o.ctually lEft with 49~ of the 

c~nadian Gov ernment 10 milli on pound conversi on loan 

~!though the terms of the loo.n were favoro.blt (and t hose 

recommended by thE Bank of England) and the Government 

bond m~rkct h~s bEEn unusuo.lly str ong. ~y informant 

attributes thi s fa ilurE to the city' s hostile at t i tude 

engendered by thE old grand tr1mk cns t which has r ec ently 

been incrcns td bv Albr Echt of AlbErto . My i nformant poi nted 

out th'lt t his was thE first C:lnadinn Government l oan madE 

in London on m~rk Et terms since thE war1 that thE t erms 

of the nr t vious lo:1n (sEE my 274, Janu~ry 2~, 1 p. m. , 1934) 

'l:'tre dt~1gncd by Bennett thEn Prime tlin1ster to bE 

attract i vE 
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attractiv e ~nd to reopen the Bri tish market to Canadian 

borrowing. He had bittEr thi ngs to say about the prejudiced 

attitude of the city "which would lend money more Easily to 

Balknn countri cs than to thE Dominion of Canada" and gave 

i t ~s his opinion that no further efforts would bE made in 

thE nt~r future to borrow in London rather than in New York. 

The l~st of the "big six" bnnk chairmen has now mad£ 

his annual address . ThESE addr Esses which ore always looked 

forY~ord to with interest arc usually notable for t heir 

emphasis on the mort encouraging clements in thE economic 

si t uat i on, Last year thE discussion centered around the 

question o. s to nhc t htr recov ery was gaining too great 

momentum, whether speculation was devEloping, and whethEr 

caution vtns becoming desirablE . This year thE general 

tmph'\si s is on the "tcmporory", or on the "relativEly 
(dimensions?) 

unimpor tant dtmtntions" , of the recent setback. Other 

points touched upon by all thE chairmen ar t tht influence 

of the American situation on the trend in great Britain; 

the importance of further expanding British exports; and 

t he British balance of payments position. The speeches 

nrc unanimous in appraisi ng thE evident check to recovery 

or the latter part of 1£37 as a tcnporary or relatively 

un importnnt setback which should gi ve l i ttle if any anxiety. 

Fisher ( Bnrclays Bank) put it that "there is l i ttlE 

justifi ca t ion for unduE conccrn• . McXenna (Midland) made 

thE 
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#72, J~nuary 28, 8 p .m. , from London. - 3-

the downrieht s tQtoncnt that "I sec no ground for 

pcsa1m1sm" , Colin Campbell (Nat i onal Provincial) said that 

"The m11in sourc<s of our wcnkncss in the great dtprcssion 

art (~~~) not OnE of thEm ( ~~~ ) in act iVE operation today" 

~nd "I beli eve i n t he present position' s fundamental 

strength ~nd soundnEss and well knon the m1schitf ofttn 

worktd by ft~rs which hi\V£ no foundation i n fact . " BeckEt t 

(17estm1nsttr) put his vim as follows : "That our recovery 

could continue 1ndtfin1tcly r1ithout intermission was not 

to be expected ~nd tht movoncnt recently perceptible i s 

at present only rl slowing- dovm of nctivity, liablt to attr!lct 

exnggcratcd o.ttmtion whm i t 3\\00ttds a long pEriod of 

unbrokEn progrtss . " Holt (Martins) "dEprt cat ts untimely 

rtftrtncts to i mpEnding d epressi on, " Ylnrdington (Ll oyds) 

s•id th~ t uhen talk of a recession i n trade was somewhat 

loud nnd ins istent h£ s~w "no rc~son i n the fundamtntsls 

of our commerci al posit ion to np~rthcnd nny serious setback. " 

llcntton 11'l S m'ldt (in ~11 but Lloyds) of tht situation in the 

United Statts and i ts i nfluence on Bri tish activity and 

world trnd£ gcn t't'ally. Beoltttt remarked that "recent news 

from the Uni ted Statts has bEEn more encouraging and the 

vitYT i s gaini ng round that thE next few mont hs will SEE a 

re~umption ther e of tht recovery movcncnt , " In McKenna 's 

viA 
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vtcr. there is not so much an expec t at ion of improvEment 

1n Americ~ ~s ~ diminution in thE effect of recessi on 

thErE on Rrttish busi n Ess activity, Fi sher points out that 

the causes of the Ameri can recession arc domestic , and 

hopes " t ha t private enterprise will soon bE Encouraged to 

exer t its i nfluence towar ds the bet terment of trade in that 

countr7" • C~pbEll thinks thnt "the spir i t of courage and 

cntcrpr1sc which hcs a lready don£ so much in the last few 

y c~rs to l i ghten the burdEn of i nternal commerci al 

indebtedness and stimul~t e recovery l'li ll surely soon be 

successful t n enabling r. rcat~ption of progress in that 

great country , 11 P.ol t pointed out tho t 11 conditions in 

Amcric~ have reacted upon this country, but as t hE United 

St~tc~ nrc going through ~ peri od of trial we may s ec a 

ncr starting point t here from which we may wi tness a 

r ecover y that will not only restore her own fortunes , but 

be felt internati onally . " The greatest degree of unani.mity 

reached in the six spEEches w~s on the great importcnce of 

the need for a further expans i on in British export trade , 

The greatest Emphasis on thi s poi nt wno laid by Fisher, 

v:ho sai d th~t 11 thE need for exports has nev cr. bEEn greater 

th•n i t is today, :md of all the probl rms facing us it 

r , nka ~ongat the forrmost in i mportance• . The chairmen 

or both Lloyds and the Nati onal Provincial Banks, mentionEd 

the 
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from London. 

tht Anglo·.~trican tradE agrEEmEnt nEgotiations with 

ravor . It i s of intErEst t~t no mEntion was mndE in any 

or the spEEChEs of thE rEo tnt discussions of thE 

desirabili ty of prEparing plans for public works to takE 

up • possiblE forthcoming slnck in g£nErnl EmploymEnt . 

JOHNSON 

HPD 

" ., 
., :IJI,') 

J ·' 
.... #. 

~ t ., 

. ' .... . . . 
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PJJW>B!U.SI OF TI:LIGR.UI RIOIIVED 

J'ROK: .Aaer 1oan lllbaeay, Paris , rranoe 

DATE: J anuary 28, 1938 , 4 p.m . 

NO. : 155 

RUSH. 

J'ROI.! COOHR.Ui • 

At 11: 30 th1a forenoon the Bank of France told ae 

that the control went i nto the market this morning on 

21S 

the opening of the banks, and with an expenditure o! - ............ 

only 40,000 pounde brought the rate down f rom 155 to 153.90. 

I had a talk with lilY oontaot aga.in at half-past 

three. He told me that since noon the market had becoae 

more of a drain o! sterling and there had been a con

siderable increase in hie losees. Commercial and indus

trial customers were the pur chasers !or the most part. 

At that hour he had brought the rate to 153 . 20 a.nd seemed 

determined not to permit i t to weaken befor e t he trading 

cloaee here thie evening !or the balance of t he week. 

Referenc e is made to my telegram No. 143 of January 26, 

noon, In that telegram I reported that the control was 

short 100 ,000 , 000 francs o! foreign exchange with the lose 

on Tuesday, January 25, o! 143, 000 ,000 trance. 115,000,000 

franca were loet on Wednesday, and 187,000,000 trance on 

Thursday. It was possible to cover such BUlliS by aanipul&t

ing call gold ! r oa the Bank of France. The etateiiiBilt of 

the Bank o! rranoe !or yesterday showed no loee of gold 

but !or the statement to be isaued next ThursdaY it eeeas 
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this muet in ... t iabl:r happen. 

I aa informed b:r Ou.arant:r and laUonal OU:r uohanae 
t raders that most of the frano preeaure durin& the pad 
!elf daye has been due to simple e;Kport of capital fro• 
~ance. The:r said that aome commercial requirement• have 
been covered, but speculation has played onl:r a • i nor part. 

Part of improvement in •arket eenti•ent thie 'forenoon 
resulted fro• prase account of stat•ent b:r Seoretar:r 
Korgenthau ae to reeouroee of France with which to .upport 
the frano. Ohaut .. ps' radio address of last nigbt on labor 
codes was well-received but since neither the e~loyers 
nor the labor organization has yet committed itself .def
initel:r on the new proposals, outlook is still lroubling. 

Annual aeetin& of Bank of France bei ng held thie 
afternoon. Governors ' report to the shareholders 
reveals nothing new. 

vad Zeeland report widel:r copied or summarized. 
Dutch Treaeur:r conversion loan reported heavily 

over subeoribed. 

END llESSAGE, 

BULLnt. 
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I 1 P.f.R.U'HRASJ: OF 'f~Cit.Ul UOIInD 

TROll: .f.lllerican llllb&aay, Paria, France 

D.t.TE: January 29, 1938, noon. 

NO.: 158 

RUSH 

FROlol COCHJWl. 

Thi s morning the Bank of !'ranee was closed, end I 

found an opportunity for a quiet tal k there with my contact. 

Ky friend told me tbs t the statement which Secretary 

Mor genthau made regarding the frano and the tripartite 

agreement had exercised a particularly good influence against 

the professionals , who, after seetng the press report, 

di d not enter the market on FridaY morning. Co11111ercial 

concerns, however, did parti cularly heavy buying of ster

ling in the afte.rnoon. 
Becaus e of the large trade deficit of the French, 

and the f act that French importers of f oreign goods liUst 

purcha s e exchange forward, it i s difficult to term as 

• specula ti ve• operationo whioh are made so that necessary 

1m-porte can be paid for. 
I e sked my contact whether the Bank of France bad 

noticed any important speculation again11t the franc froa 

New York or from London. Be replied that there wer e ooae 
t r ansactions / from London, but that those from •ew York were negli gible. 

DD 810TIOJI OWl. 

EIULLI'f'f , 

iA:Uf'f 
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J AWART 39 fro. Paria. • 

lly con~ao~ c11d no~ bel1we that any of t he large London 

banks were reiiJloneible for ~heee traneaoUone. He oould 

not, of oouree, tell on whose behalf they were made. The 

two institutions wi~h offioee in London whtch were aoet 

likely to engage in euoh business, he said, were the 

Bankers Trust and the 8*188 Bank Corporation. 

220 

The l'r8Doh control lo1t 193,000,000 francs as a reeul~ 

of operations yesterday. lo lose of gold by the stabilisa

tion fund will be shown on the etatea8Dt of the Bank of 

France to be hsued on February :5, Thursday. This was aade 

possible by using to offaet spot losses foreign exchange 

which had reall y been set aside for forward oper ations; 

account was also ~aken of the fact that the opera~ions of 

Thursday were tor buqet purposes. If there 1a no ill])or~t 

turn of the -.rltet (omission - for the better t) 1't will be 

necessar y to show a significan~ gol d loss t o the fund on 

~he suocea41ng Thursday, al~hougb on the next stateaent, 

February S, no gold loee wtll be shown. 

I asked my friend whether the Dutch banting syndicate 

had paid aoroee to Ffanoe any instalaen~ on their ore41't 

s1 nce t he 12 and a half 111ll1on norine paid on January 1&. 

He aai4 they had not. The JreDoh ban no t ye~ 4roppe4 

negotiations for ~he final :57 aDd a half llilllon noriDe. 

Howwer, 
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However, the Balik of rruoe bell nee ~-~ ~he Dutch are 

trying to aYoid •Una uy further pa,aenta on thia oredi~. 

The head of KcdelaaohD aDd Compuy, Kannheiaer , eoae daye 

ago gave aa u excuse that the change in the French Go•ern

ment had •de it difficult to carry out further credit 

opera tiona. The Betherlanda banker a, in addition, bad been 

e,dequately impreued by tile fact tllat there had developed 

on the Parle market a dual exchange rate. Aa I dictate thia 

message Butterworth ia w1 th me and we ahall keep in touch 

with thh •tter of tile Dutch credit. 

This morning, at 11 a.m., I was :1.t the Bank of France. 

Op to tbat time it llad coat 7 1 000 ,000 f rance net to defend 

the franc through the London control. The Reichabank had 

had to purobaae 10,000 ,000 francs which g&Ye the franc a 

11 ttle natural support. There had bean fluctuation in the 

rate lleneen 153 one-eighth and one-fourth . London wae 

i nstructed t o bring the rate down to 153.05 before tile 

market c l osed. The French had hoped to be able to br1D4f 

the rate below 153 but London expreaead tba opinion that 

it would be quite ooetly t o do thie. 

lly Bank of France oontaot aaid be n e entirely unaware 

that any week-Bild change in French monetary policy na pluned. 

I bad a telephone call fra. Rlleff at 13:46 eaying tba~ . 

a t the P••• the Kinillter of Finance, llarchandeau, wanted to 

see ae. 

QJ) DSSAGI. BULLift. 
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J'ROih American lllba .. y, Pari•, Franc• 

DATE: January 29, 1938, 6 :p.m. 

NO.: 160 

RUSH 

FROM COOB!Wl . 

! refer to the l ast paragraph of lll1 telegram Jro. 168 

of Saturday, January 39. 

I called on Marchandeau, 1Un1ster of Finance, at 

five o 'clock this afternoon, by request. Rueff was also 

nt t he meeting. 

222 

Minister Karchandaau expressed his genuine appreciatioa 

of the etatelllent which the United States Secretary of the 

Treneury had made to the press with regard to the Triparti te 

Agreement and France. Rueff had just reoehed a cablegram 
• f rom the French Financial Attache 1n the United States, which 

he showed to the Minister. The cablegram gave a very 

favorable report of the interYiew nt the Treasury. I wae 

asked by the K1n1ster whether we would haYe any objectiQn 

t o hi e giYing to the french preee *hie account of the i nter

view, I told the Minister that eo long ae any public state

mente were recorded accurately and attributed properly 

there wae certainly no objection to di e•eaainating the 

eccount. 

The Kiniater asked that I try t o obtain an official 

text of the Treeeury inteniew eincl I had no such text. 
Should 
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Should the 'l're&ll\ll'f ghe II& auch t ext by cable, the 

French would coepare it w1 tb that which Peaulieu amt tb• 

and then decide whether the Kinistry ahould give the preea 

any communication thereon. 

[Rueff told 11e confidentially, attar we lef t the 

~inieter, that he doubted whether it would be advisable to 

• publish any new c~que. He mentioned that the story 

he.d already been carried with considerable benefit to the 

franc and the good effect thereof might be lessened if any

t hing further is given out. Wevertheleee if it ie poeeible 

he would like to have a copy of our t~xt . ) 

Karchandea~ told me that since he had talked with me 

on Tuesday - reference: my telegram of January 25, Jo. 140 -

t here bad been no change in monetary policy. Be expressed 

the intention of continuing fai thtul to tile Tripartite 

Agreement. He said on Monday be will make a public state

ment as President of the General Oounoil of the Kame in 

defense of t he monetary policy he is following . 

Some newapaper e, the lltnieter said, had been i nclined 

to interpret the interview at the American Treasury aa 

i nvolving material assistance to the French. The lliniater 

then proceeded to aoUDd me out a e to the proapect of auoh 

mater i al aaaiatance - for example, through a loan floated 

in behalf of an •entirely independmt body such ao the 

Ci ty of Parte• on the Aaarioan market. My own peraooal 

i dea 
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idea was, I 8&14, that it was entirely iapoesible to 

put through any such operation because, &Bide fr011 the 

laok of appetite for foreign loans on the part of the 

American .arket, the epirit of the Johneon Aot would be 

oontruened if the City of Paris should try to borrow on 

the American aarket in the present circuastances, since 

tbat body 18 hea.Y1ly indebted to the l'rmch Treuury. 

Rueff thanke4 • for d1sillueioD1ng the ll1D1ahr whm 

we b.ad left 11.111. Be, Rueff, had lllllde an att-.pt to con.,ince 

Karohandeau that an American loan n o impoes1ble, but he 

had wanted me to baok him Up ae I had pre.,iouely done when 

talking to other Finance Kinistere. I was specifically 

asked by Rueff not to o~ioate thh -.tter further and 

that I do not ask for official 1ntrtruot1ons about it. 

Therefore I just mention the incident a1 one of possible 

interest to you. 

I was assured by both Karch&Dil- and Rueff that 

they are consldering no change in Frmoh aonetary polior. 

11hen I wae alcme wi til. Rueff I asked him whether he was 

in agree~~~ent with me tb.at if the pr .. ent GoYerllllent 
the senate 

to put through/a law establisbing exchange control, 

tried 

the 

GoYernamt would fall. Rueff said he agreed w1 th ae. 

BtJLLift. 
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1!: 

H.ll.Jr: 
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H.~.Jr: 
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H.!.!.Jr: 

B: 

Yee, eir. 

How are you? 

Fine. 

• 

Jcnuttry :?9, 1938. 
9:45 a.a. 

well, I'll tell you what I called y~u about, 
and 1t 'e a matter I'm very much concerned over 
tor Kentucl!:y. 

Yes . 
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I don't know whether it 1 a reached your desk or not 
but the FAA hae been - hae had under consideration 
eome regulations. 

Yea. 

With reference to the manufacture of whiskey. 

Yee. 

You know !or a generation and a century or more and 
ae long as anybody can remember 1t. 

Yes . 

A Kentu_ck,y type or Ph1Gkey has been made and under 
the 1~~ it had to be stored for four yeara in freshly 
charred barrels. 

Yes. 

Where 1t aged and colored. 

Yee. 

And the whole trade and the whole world understood 
that type or liquor waa thue etored and thua aged. 

YP.G. 

Now, these canad1ana have come down here and they• ... 
got two or three distilleries down there and they're 
trying to get the FAA to amend their regulations eo 
as to let th82, to etore their ~biakey 1n ueed 
barrel s that have already been ueed and where the 
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substance has already been evaporated and c~naumed 
an~ the color ing effect bas been absorbed and aell 
it , and advertise it Juat as it i~ were made ~~~er 
that original process. 

I see. 

And i t means that our Kentucky made whiskey ie to 
be put at a tremendous disadvantage which means 
a reduction ot at least ten dollars a barrel in 
the value ot it. 

Yes. 

And it Just seems to oe to be a darned outrage. 

Whet-

Now I don 1 t kno'!l' ~::hetber it' s reached your dealt or 
not. Un~~r the la~ y~u have to appr ove thecc 
regulations. 

Yes. 

And I didn't want you to approve them until we 
couid - I could have a chance to talk with you at 
length about it . 

What is a good brand? 

~ell, Old Tavern, and Old Grand- dad, and there's 
eev•ral gpod brands down t here . I can't remember 
t hem all tro~ memory. 

I tb1.n.lt Old Taylor. AnYthing wrong with that? 

Old Taylor is one of the kings ot it. 

O.K. 

Ant'! it ' s made in th.at process, it's -you might 
as well take cotteee ground• that had been used 
yesterday and make oottee out ot them today , and 
s~ it's fresh coff ee . 

How would -

The.Y put thic whiskey 1n barrels that - th&t were 
ch~rred and wbi ekey s tored in the~ tor tour yeara, 
or one year or any other :ength ot t1ne, end say 
that that • 6 the same kind of whiall:ey that it would 
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be it it had been put in the original fre sh 
berrels. It cen ' t be. 

I ' ll be delight~ to look into it. 

-
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well, may I come down and talk with you about it, 
before you do anything and -

Absolutely. 

"nat you ought to do ie to do like an old Justice 
of the Peace said about a trial of a case. 

Yes. 

And he turned to the lawyer on one s i de, and sai d, 
·~ell, To~,• he eaid, "You 1re a pret ty good lawyer, 
and real ly now just forge t you're L~ this case, 
and what would you do with it, 1f you were me.• 

Right. 

"ell he said, "I'd throw it out of the window• , eo 
he Just picked up the papers and t hrew them out 
of the window. 

Well - I'll put a otop on that. 

This - thi s i s a terrifically i mportant thi ng -
to our people down there . 

I'll- I'll put somebody on it right awcy to see 
that nothi .ng hap~ens until I get a cbence to look 
at 1t. 

All right. 

And to taste it. 

All right. 

All right. 

Well I -

All right. 

The tasting 1s the - I know how expert you are on 
that. 
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.Ul ' rlgb.t. . 

But 1f the aamplea that you haYe are not 
aaturac.tory, I oen g1 ve you an addl. t1onal oupp!y. 

All right. 

All r1gb.t, Henry. 

Qoodby•. 

Goodbye. 
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;t~:lrtGJIHZJ.TION OF PUBLIC UTILITIES 
dOL~HlG COllPi<NIES 

January 29, 19)8 . 
ll : JO a .m. 

Present: 

n . •• Jr : 

fnn«: 

Frau .. t : 

Gut.trie: 

Fr ~oru : 

J!ipn1.nt: 

I !Jr . Taylor 
';Jr . Oliphant 
'Mr . Opper 
• Mr . Fol ey 

Mr . J er ome Frank 
t4r • C. Roy Smith 
Mr . Stua rt Guthrie 
rJr . Martin · 

ar . Secret~ry, this is Ur. Smith, GUO is the he~d 
of our Utilities Division . 

Ho.1 do y:>u do . 

7his is Mr. Guthrie r. nd :.tr . !J~ortin . 

I' a liKe to s ay just one worJ &t the beginning, that 
we found i t a l arger job to checK over t he list of 
oomp~ nies t ht.t >~e got from S. J:. . C. tha n we thou&ht, 
and that wi ll r ec, uire some more IVork . 

But :1e ao hove this sitU£ tion to d iscuss this 
morning . One of the most ~rocising situati ons 
is tae St~ndara G&s, tnd tne r eorganization 
section over in our sho) have to act within a 
f1.1irly short t i!:le, by Febru~<rY 10, I think, on 
the <,Uestion as t o .<hether or not .:e1 11 &pprove 
their plan of reorganiz~otion . ~nd the c om?&DY is 
also, I a~ t ola by Frank, acute from taeir st&nd
point. So i t Goulu be desirtble, if you Gere 
tgreeable, to have t he Standard Gas and Electric 
situa tion described t o you tmd st6te our t•o 
~r~blems ~ith r eference to it . 

Fine . 

Stuart, do you want to try ••.• 

lihat? 

I chD tell you briefly, tnen .• • • 

lhey have maps here . 
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'lt- V e 
'l.hey/ a 77-B proceed!~ .~hich ~t as done befor e the 
Public Utility Holding Act ~ta s enacted . It was 
really designed to procure a mora torium on b 
oef ault issue. Tha t ' s about right, isn't it? 

Yes . 

Our Gener a l Counsel s eve r a l years agog ave an 
opinion tha t if r pr oceeding of tha t char a cter 
had been begun before our a ct W6 S passed , t un t 
tnen our a ct was i napplicable . The Commission 
r ecently rever s ed tru t ruling . 

:rnat Collllllission? 

Our Commis sion r eve r sed the r uling of its o.m 
Genera l Counsel. ' 

I s tha t e ve r done? 

:•ell , i t• s p&rt o r the fun of be ing ove r t hem -
arbi tr&rily overrule theiD. 

Har d t hing f or Fru~, t l &wyer, t o admit it. 

I neve r ttnew t ha t was done . 

I d i dn ' t perticip&t e in it. ThLt ' s one o f the 
ple&sures I •m lookin<: !'orwc r d t o : overrul i ng 
l t.nytrs . 

·,\ ant ed to a ll your life . 

Learn someth ing every a&y. 

I t hink you (Fr~>nk) a r e o 11r e t ch . 

i'•ll right . This i s 1. bi g day for me . 
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But a s a conse~uence , i f t hey i gnore us and come in 
l a t er Yle 'll jus t i gnor e .vhut tba t court does . 
dowev~r, th.& t would be awkwa r d , E.nd it mi ght t herefore 
be desirable f or Tr easury to s t all taem on acquies cing 
in tha t plan until such time as the Supr eme Court ha s 
passed on the validity of t be st,tute , of t he Hold ing 
Company hct, wnich it wi l l do in about six weeks; and 
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then {/e would feel less timid about moving 1n on 
them . 

Now, Mr . Guthrie doesn't &ltogether agree that it 
is necessar y or desirable to avoid having approval 
of that pl an, but I don ' t see any nar a in l et t ing 
it ride until the Supr eme Court has passed on it. 

May I interrupt you? I personally think - and we 
nave some pretty good economists advising us here -
I mean on general affairs ; they think the next six 
'Reeks a re terrifically critical, t ha t wbatever is 
going to be - busi ness conditions for the rest of 
tnis year will be deci ded in tbe next six ~eeks . So 
i f we could do something before six weeks for the 
effect on general business conditions - I went you 
to *eigh t ha t ~s ~g6inst the importance of this 
ma tter you ' r e tal~ing c.bout, before tne case - I 
metn these people like Riefler and Viner think thct 
the next six weeks 11111 s et t he course for the 
bnl c.nce of the year . That ' s why I ' m pushing so hard 
on this thing. 

\/ell, bearing t he.t in snind, I would say ther e i s no 
pa ramount r eason why thL t norganization - it won' t 
ao business conditions a ny particular good to have 
it go t hrough, won' t do any parti cular hErm not to 
have it . 

Your point •:l:s tha t you'd li.te to do something on 
your general plan as early c.s possible . 

hfr ai d it Ron ' t be possible in St andar d . About a 
year ' s job . 

I should t hink two yenrs . 

\Yhs t I think - if tne Administrati on could ,JUt 
tnrough a refinancing, a r eorganizati on of a public 
utility a long t he lines that Mr . Roosevelt wants 
within the next month, I say t hat would be most 
helpful. 

Well the Standard doesn ' t lend itselr t o that . 
That: s a minor problem, and 1t .. ouldn' t be an 
important matt er t o us or business generally 
whether tha t reorganis ation - it i s a very simple 
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reorgani zation; just affects one of t heir hol ding 
companies, j~st affects o slight gadget in t ha t 
s tructure . We can 't do a major job in that struc
tur e i n any reesontJbl e time . 

And t he other ins t anc;;s t hut wer e pr es ent ed by the 
Tr easur y t o us , I thi nk we ell og r eed ::er e of such 
cha rac t er t hat they wouldn' t lend t hemselves t o t he t . 
"'o we reversed it and geve Tr easury the other dny a 
list of cases or cor por oti ons not yet in r eor ganize
t ion proceedings, but which loo~ed shaky, so t hat you 
~eople could check as to whe t her you had lar ge tax 
clt:.ims a nd •sbet ller by using t hem we coulc effec t some 
s4ueeze wnicb would br ing about a procpt r eor ganiza
tion. And I understana your people haven ' t had a 
cnance to check completely on that as yet . 

hOd Standar a Gas does not lend itself to that? 

No . 

It might help to explai n, Mr. Secr etar y, t hat the 
under lying utili ty proper ties tht t a r e cont rolled 
by this gr eat hol ding compl< lli' a t the top ar·e in 
ptrfectly s ound conditi on. l hey ere eble t o 
fin~nce ol l thei r needs not only for r efi nancing 
but for extensions - everything th&t is economi cally 
necessary . f/e are de&ling only 1vi th E ver y ephemer al 
superstructure uo here in St andard Gas end Electric . 
It is terr i bly pyramided - pr obably no e~uity for the 
co~on stock and not c greet deal for the so-celled 
bonds t~t t hey have outstanding . But it is just 
one of those 96-inch dogs, do you see; in f act it 
is &bout a 99-inch ~og ond c l-inch t ai l in this case . 
But 1t is a l ong- time problem and their present 
financing pr oblem is merel y on extension of $~5 ,00J, OJO 
of not es . 

1hen 1t non't lend itself to what I lulve in oi nd . · 

No, 1t doesn't fi t in w1tb this progr am a t all. 

I ' d l i ke t o hear from ~d and Opper on t ha t . 

:.ell, my own r-eeling, from the l ittle we .mo.• over 
bare about t he capital s tructure and oper ating 
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properties of Standard Ga s - seems to indicate to 
me, dth deference t oUr . Guthrie, tha t i f it wasn't 
a questi on of six weeks or a couple months, it would 
r epay further study; but of cours e , if it is a question 
of having some thing that you can do in six weeks or 
not being worth while t o do it a t a l l , then I would 
certainly agree. 

llha t I want to do , i f I ' m going t o do anything - I 
11ant to do it in the month of Ft~bruary, i.f I can . 

.. e l l , oaybe we coula go for t. rele tively s mall 
pr operty . 

I'! ell, Genesee - unfor tunr tel;t , your tax clai m i s 
ve ry sm&ll . 

Can ' t come into the pi c t ure on it. 

Ho.1eve r , t his is true . We got in t ouch wi t ll t neir 
l avtyers yester d&y , bnd we had t urned down a pl an tha t 
t hey have, a nd t ney a r e appar ently no>O ready to sit 
c.lown and work out a sens i bl e pl an v:hich - it i s a 
very small pr operty, but i t would ma ke poss ible 
some fi nancing . But we uoulu be r.ble to do it . 
nnd whi le your cla i m i s n 1 t large, your pr esence in 
the picture might be he l pful i n pr oducing Guick 
results. Ther e is ~ ni ce l i ttl e gem t hat doesn ' t 
&Jllount to v ery much but shows .fba t you can do . 

Ho"' much money do t ney need? 

They pr obably won' t need t gr ea t dea l of coney 
if they d.ll do 6 proper reorgani :::~ tion . I t can 
a l l be done by distribution. But t hey could have 
t n open- end mortsage and t hey probably could - I 
uon • t .tno·;, enough bbout it; do they need soy 
ex t ensions? 

I t is my understanding tha t 1t i sn 1 t a case where 
t hey need extensions . Jus t so l oaded up now with 
debts - a case of going to pare i t down and pu t in 
some new money in order t o straighten it out. But 
I think we estima t ed the other day tha t a GUsrter 
of a mi llion dollar s would handle it . 

Bow much? 
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About a quarter of a million; it ' s sma ll . 

I ' d like to point out thut one of t he things 
I think you're af t er h .. r e i s v d isclosure in a 
concr et e way to the public genera lly of whL t the 
~overnment attitude i s colng to be on nwne r ous 
phases of these situ~ tions . I suppose the oth er 
thing you'd like to demons t rute is th>t you coula 
ao u large piece of finLnclng on this basis. But 
ce~tLin!y tne Genesee tning would lend itself t o 
the first proposition, nLmcly , to C.iscl os e . ru. t 
tne Gove r llJlent 1 .; v:illln,;: t o do e nd wh~ t 1 t does 
fi~~rove, just as ell &S ~ l~rge property • 

• oulun 1 t ~;nat be i n .. eeptnr .~i tn tne t~ Lt r ecentl:; 
;oH:J on c. r ounc of t iain;; tn~ finc.ncin;; programs 
in ...• 

I woul ... n 1 t be bot.1e r ed by ho:: s.ttll it ;·;a s . Could 
you t Lke a :ni nute o r t .. o to desct•U e Ge nesee? Hf.s 
1 nyboc..y g ot it? 

234 

I ><no •. t ile G,;nesee pic ture pr e tty .ell. Genesee 
V1.llcy Gas Comprn,y i s £ S!llo ll nold i ng compbn:f ubove 
•• tuch t ucre ure "uj)er lm,,.>Suo.l t \O nol-. i n;; compc. nies 
::<~ten ila ve no c.ssets 1 t : 11, e xcept :!:u. t tney own 
in Genesee Valle~ , ;nicn hlL3 no ass~Jts 1 tself; it 
i s a n .ll li in<; comvo.ny , l.na o .. ns tnc s tock hlld bits 
,l.,ugel.! tne bon .. :> .>l' · s:..t ll &t s co_pl.n;,·· imo .. n t:s 
t.•e i'Lvilion G1. s C":llil< ny; tnt t i s JO) i n :;e .v York 
S t~te . Tee tot~l ~ssets 

... oe;; it o1;n stoc..< ir. ~ony otn .. r corpor t tions e xcE,>t 
:'Lvilion? 

I t llinA it llhS. a nic.< .. l ' s ~. ortr1 of stock in 

I tninK about t nree o tHe r comp~nl ,..; , but tncy •r e ~oll 
,·;ortnless . 

!hr ee other opera ting comvLnics? 

Yes . Tney •re ,>r a.;tic£11Y all out fls t. 

But t ney ore servtnc communities? 

.. ell, they .. r e , yes . 
r .. ally d istricts . 

You could ca ll t aen c~unities -
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You' re thinking thE: t ·:e could ;our some ooney into 
them and r ehabilitate t nem. 

So, you see , the Genesee Volley is nothing but e 
holding c ompany and its chief asset is stock in 
Pavilion . Pavilion hfls outs t c.nding somet hing like 
4oJ million in bond~ . 

Thousand . 
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Yes, tnousand . I 1 ve been tn1nA1ng about these otner 
ccses :10ere .~e do t&l.< in mil lions . ;, bout t430, OOJ 

• in bonds, and t nose bonds in turn a re held by Genesee, 
~ and Genesee hes issued in t urn bon~s ag~inst those 

bonJs, as I understr:.na it . Is t hLt your recollection, 
i r . Frank? 

Yes . 

Same omount? 

Sir? 

In the same amount? 

No, in l arger amount . Jl~ays l ar ger . 

Genesee issued ebout f'77), 0JJ ·vorth of bonds ngl!inst 
the e48J, 0JJ thLt th~y neld in Pavilion. 

t.nd tn e stock? 

And the stock? 

t. nJ the stock . 

Anybody else own bonus? 

I think the bonos "r" .molly o•med by the Genesee. 

Thht ' s right . 

The underlying bonds . 

Jor t gage bonds? 

Regraded Unclassified



( 

Frtn.< : 

S>itn : 

3 • •• Jr : 

Frqnk : 

tl • .l . Jr: 

23£ 

-8-

Uortgage bonds on ~avilion . 

P~vilion i n turn has some properties . Pavilion 
got in - ~opparently w usn 1 t do ill!! any too well &nd 
tuey had an artiflcal gus pl unt und i t seems·~s 
thl! tide turned, .vny , that becume - tney coulun•t 
use that to grea t advanta~e; so they r eally got in 
bud, and they ap,:>arently, in order t o keep up their 
interest a nd d ividends to tne top compa ny ~hich 
controlled then, r un in deeper a nd deeper all t he 
t~e, unt1l t hey we r e no t s e tting up t proper 
ue precia tion r esl!r ve or mLint~nunce r eserve , and 
fina l l y r an into trouble •itn the Ne~ Yor~ State 
Public Service Co~ission . 

'l'he s ituc.tion i s t nis no .. , tha t toey H e going to 
nave to u ;:>parently pt.re do 4'tl tnese bonds , tney a re 
~oing t o have t o ge t some ne 11 l!loney, because if 
the Ne.v Yor.{ St a te Com:~isslon cocnes ~lon.; and says, 
"He r e , yo u t ook ubout 'i96 , JJJ (! t hink i t w!l s , 
wasn't it? I t ' s l) r ouna thrt figure) out of your 
reserve for depreci~o tion c. nd maintenence, t nd threw 
it back into your surplus so th!' t you might l"tor k 
out some d ivi dends" - if the St a te ot' l\e11 York 
comes a long Lnd says, " llo ;l 1 you ' re going t o ha ve 
t o i opound )"our eurn l ngs from tim£ to t i me unti l 
you ca n build up tnis r eserve again," i t s i mply 
Jlea ns tha t Pavilion t•;ill not be l n c posi t ion to 
JJ'-Y any e a rn106S to ul)'body , «ill not be a ve r y 
a ttracti ve investment to &nyboay on the outsi de ; 
:;ner eE.s it coulu be mt.de an attr active inve;;toent 
for so~:~eone .mo .. &s int.:rested in i t .. ay by day, 
lteek by ;:eet<, month by oonth . 

I tnin.<: t ais is n :~crfect little th ing . All you ' d 
h&ve to ao is t o adu tnree zeros 11nd it ~:ould be ~nc 
same pi cture of a ny b i C com1H:ny . 1 thiM 1t is s 
perfect picture . Th£t i s , 1t hts e ver )'thi ng , except 
it ' s in minia tur e . 

Jus t like l ooking at c diseused l ittle body ins tead 

of t big one. 

It's just the kind of set-up that I' m looking for . 
How much do they o .~e us? 

S ix tnous~a doll 6r s . 
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Tha t doesn't matter - I mean if tney•re will ing to 
go along with you. 

Here ' s wha t happened ... Have you (llrank) t alked 
to Roger Foster since he came back yesterday? 

I spoke t o (name not under3tood) . He t ol d me what 
had nappened . Only moti on they made i n cour t 
,>reci.i)i to ted e conference •Hi th their s t torney and 
the attorney f or t he trustee of the bond issue . 
lhe a t t orney for the trustee of t oe bond issue is 
eager to work out a ~ind of pl an l~e ue ineic~ted 
to tnem. Lanais, t oe attorney for toe company , now 
is ap~arently wil l i nb to, or ~t leas t tninki06 tha t 
'llny, t. nd ne ' s stymi ed if he doesn• t; so I thin.c ,;e 
could very e asily pr ecipita t e another conference, 
a nd if toe Treas~y s nt in und particularly if we 
gave theo some i ndication tha t we' d uelp t hee find 
tne money , I t nin.< ,;e could work it out in a f ew 
weeks . 

• ~e have additional c,ss i s t nnce in that the Judge 
is insisting tnat they move on the t hing . He ' s 
gi ving them thirty doys ' t!Jne to try to develop 
somet hing . 

This t o.-m must be awful ly smell, because I ,mow 
Ne.1 Yor k State . Heve tney got a decent business? 

Pavilion? Yes, tney have a decent bus iness . Our 
.:ngineers tniM v~Jry highly of it . . They r.ent up 
on the gr ound . 

:.'ha t to.m i s it? 

Little vil l age named Churchville near it. 

I t isn't .. .. 
Very tiny property. As p mat ter of fact , their 
pr operty values , as per books , are jus t under a 
million dollar s . Ifow, in that book value i s $550,000 
tney spent within the l ast five year s for a gas 
manufacturing set -up tha t is no longer used . The 
t hing has been milked to dehth bY the top hol ding 
companies . Ther e ' s 22 percent leakage in the gas 1 
oains running through the :~treets of t heir principa 
town. They need money to put the thing in decent 
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Tneir fint ncia l structure i s such 
.:ould lend them n d i me o s t h ey st&nd 
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To m:; ke this who l e ,J i c ture perfec t , if ,,e could go 
t o rlochest e r !l nd ge t the money t here , i t .. 1ould be 
ve r y nic e . 

rlient t t t he belly . 

I rne~;n if we could go t o Roches t e r t.nd s& t1sfy 
Lll to~ comuunlty itself , •nu r<ise tne money, 
Sri:> ing t ht t i t c ot.lu be aone locE lly , thFt woul d 
m•ke l - be vtry nice . 

P:>rtic ulat"ly nice since the pt.st bfnkers htve been 
& Pb~lt.~el~hit. out f i t , B& ttles End Co~pcny, 
::.na t uey i1::ve just .n1l.<ed tnls tnine to det.th . 

'lhree n '>luin;; comprn it s tht t ht ve ju~t l iv«d !iS 

J,.lll rl' gi t ;os off t nls ontl U t tle company . 

I t hiM t•Jis is - I ' a li.<c to nu ve 1..bout four or 
fi ve mor e zo; r os, bu t you ht ven ' t und ./ha t ' s t h e 
<.l i ffer ence? 

Li ttle bet ter fr~m our sta nupoint b~cause i t ~ould 
ent.ble us to ao a bett~r job in tne time limi tation . 

Fro~ the s t a ndpoint of publici t y t.nd ~ffect ;pon the 
public - you s ee, tht. t is £bout tne fir st r~orgenlzL
tion of ~eny .tina tht t 1 s been proposed to us tnc t 
,e lve turned do .n - t.htLlbs do .. n on, tnci t ne Tnol e 
ino.ustry i s l ooK!.ng t t i t - • no , , "'hl:. t 1 s .;oln<; to 
n~~pen t o Genesee?" 

No.1, i J' 11e could a nnow1ce t hc.t the Feaera l Gov<. rnment 
i s eager t o h<•Ve t nem worK out tn~ir problems ano ge t 
t o •.:ork and t u rn i t out i n four .. eeks , &na 110 coul a , 
wily , I tnink it .• uld be jus t ext.ctly wrtL t you ..... 

;; ., ~tno .l ex~c tly 1.hnt t ne r e i s t o 11ork :.1 t n , Lnd our 
~nsineers s ay thr t ther e a r e pos s ibilities ther e , if 

e cttn get the right monauement i n t he r e ; end we _ c ~n 
get t llll t , because t ht t Nl s u i scussed e ven rest eraLY -
tnet probEbl y t ne old mansge~ent would have t o go &S 
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the top holding companies ere just lopped of f . 

NoN, you don't mind my throwing out some more 
suggestions . I would send a ver y abl e newspaper 
men - I don 1 t know - up there to s ee the editor and 
proprietor of the l ocal p~per , and expl ain t o t hem 
in confidence 11ha t we •re trying to do, •.vha t it will 
mean to their community, so we ' d begin to get the 
build- up - I mean "This i s somet hing for t ae 
community" and so forth and so on . And we mi ght 
eet Frank Gannett intcrest.ed, in Rochester, even 
tnougn he is very " anti . " But t his is something 
.>c • re doing and ;;e should be there in advance . 
I ;neen somebody - I don• t kno.7 wile ther you have 
~nybody thLt could go up ~no spend two or tnree 
oays . 

Yes, ~e•ve got t couple men . 

I mean who could go see Gannett, the rest of them, 
say , "Tnis is something for the community · " I mean 
so t ha t - you get the idea . 

Wo nderf ul i dea . 

I tllink if Garmett .vas properly approached and 
realized tha t tnis .netns something for Rochester 
&nd for l1is p~:.pers end t ne l ocal - I ' d say an 
even chEnce he ' d go Elong . Run? 

delp l. great de~<l if 11e could get tne locel co!ll!llunity 
understanding . 

••ell , Gannett controls, tnrough nis pt.pers, the 
wnole section tnere . 

Nice job of timi~ to be done on th£t too • 

.Vell, he ought to go - ought to be up there right 
away. 

Now, do •• • . 

That is, you mean as soon as se see the end of the 
r oad . 

Yes , whet we're going t o do . 
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>le could work out n s ensible pla n in a couple 
days . Perfectly obvious wha t needs to be done . 

llai t 8 minute . You a lso Nunt to see that t he 
Roche ste r money is in sight and tne thing is 
goiD& t o be c. success, before yo u .••• 

No w, c ~n the Tre~sury hel ;> us on stirr ing up the 
loca l banks tnere? 

I 11 1 t ell you how much interes t ed I IUD . If you 
ge t this thing worked out , I ' a be willing to go 
to Roches t e r myself wi th peopl e from the s . c . c . 
I me~.cn I 1m :.1lling .... 

~hr. t ~ould be 8 beautiful se t - up . 

I met.n 11' so::1ebody fro::! S. E. . C. woula go ~itll me, 
I'll g~ up t o ~ochester myse lf . 

Tht. t I'IO<.~lu nelp c :>ns i denbly . I o~e s jus t t ninking 
tner e thut e ve n wi tn your ne.ts,ilt permen some of us 
shoula bo u p t ne re . 

2~0 

I •m :rilling t o bo t o Rocnes t e r myself ;;ith 1~hocvcr 
7:t.nts t o .;o u p from the commissi o n - s . c.c . I t il i nk 
i t ' s i mpor t ant e nough t hl. t mr.ybe DoU&l t. S and you 
(~ r a rut) go r lso . ..e just go u,:~ ther e . 7/e 111 g e t 
pl enty of publ icity . 

Supposint \/8 ~ct •.. • 

But I want vll the bugs out f irs t . 

·,•fc •ll ge t to ,•,o rk on ~> pl an t na 1ve could, I t h ink, 
by Monday o r Tuesda y ha vt: it l lll.a id out . Then He ' d 
.vent to get this fello •• Lnna! s , t~ lk to him, a nd the 
a ttorney f or the t r ustee . hnd the court wi ll be 
cooperuting - Judge Cgffey . 

Judge Caffey? 

Judg e Cr. ffey . 

ae • s good . 
Ve r y coop~ra t!ve , v e ry eager to have this t h ing c l osed. 
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Because t his would be - am I right? - the firs t 
reorganization, and you do away with al l holding 
companies on top . 

That ' s the difficulty: boil it right down to that 
operating company. 

That operating company . And what kind of a 
financial structure ~ould you give t hat company? 

\'/ell, they could stand t small amount of bonds 
and s tock, and s bond issue thrt woul d be open 
for extensions. 

kna we might pare the existing bonds do·wn and 

241 

issue a co~on stock out and t nen add a little bond. 

No.;, tnere• s another public agency th&t .• e ought 
to get in - the New York Public Service Commission, 
which has got to make & ruling on whether their 
po.st conduct .v&s satisfactory. 

Olo friend of mine, the Commissioner . 

Maltbie • 

;:ell, :.loltbie can be awfully s tubborn, but - I 
oean if .. e get !.lc.ltbie 1n from the beginning, tell 
a~ what we 're doing, I don't think - I oean if he 
thought it was f a ir . But I think ;o:e ought to have 
him in from the beginning. 

If he did what we thinlt he ought to do, he ' d rule 
against their p&st conduct ~nd mr."e them reverse 
their entries . That still further would cut down 
their possibility of future depreda tions . In other 
words, if he did the decent thtng, which I sm sure 
ae'd do, .. . . . 

Ho'lf long Roulo it t &Ke him to rule? 

I tnin.t it r s penaing right no of . We can thro;< our 
data right to him; shouldn't take more tnan t wo or 
three days . 

Frank wouldn ' t you t hinK the s~fe ~nd sound thins to 
do wo~lo be to lay all the curds on the table not only 
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so f ar E. s Maltbie is concerned but also so f ar as 
Judge Ca ffey is concerned . Tell them what we're 
trying to do. Then you•ve got everybody i n whose 
decision is vital to success . 

Unfortuna tely, I suppose to s ave expense, he didn ' t 
appoint a trustee - Judge Caffey didn't; tha t would 
have helped us, but he didn't. But I am sure he 'll 
go tlong . Be wants to get it out of his court us 
soon as possible. 

I thi~ there 1 s no r,uestion but what we ' ll have 
cooperation from hi~ . 

J.na you SE.Y the utility industr y is looking to.var<i 
this t.1ing to s ee ttow .1e ' r e going to hc.ndle it? 

Jn, very del"initely, because this is the first time 
tne Conuntssi on hE.s gone aown on 1 ny kind of • • •. • 

Just a little aff~ir but it ' s go t everything, a ll 
the pr thol ogy thut E. large one could have . Ever yt hing 
::r ong with i t. 

How many holding comp:;nics on top? 

Three . 

.. nat ' s tne total 
little CO!llp&llY? 
lind on . 

i ssue of securi t i es based on this 
Do you :<now offhand? It goes on 

Could you give me a little history of this? HLVe 
you got it? 

Send it over this afternoon. Send i t over to you 
wi thin an hour . 

Could t hey send it to my house so I could r ead i t? 

Yes . 
And I v1ant sometning else sent t o the house; I ' 11 
tell you about i t. 

Ne •ll send it over tnis Dft ernoon. 

So I c ould be readi~ 1 t. I t hink to is sounds • • • · 
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I thini( l t 1 s better ttl&n somethill(> larger . 

e just licked our cho~s when th&t plan came up, 
because it gu ve us < counce t~ lay down r eorguniza
tion l a• on a ve ry ~imple case . 

There ' s lots of money in rtochest.or . 

!,ow, :&r . Smith, you might look into the 4 ues t1on of 
.vbether those o th.:r operating companies , i f t ney got 
1. ny money 1 could uo 1> job . 

Y tiS . 

ue jus t c.bandone'-' t nem lt:CtUSC we taought tne:,r wer e 
nopeless, but mayb~ tnty need so~e con~y <n~ could 
be r ll nt. b ilita teo . :.ll( h t look into that . 

1 t.aiM .. e ought to , bec~.use t n<..t U!),>"r structur .. i s 
.,urporting t u s a rvc trlt: vc.rious co;n.nUJlities ; i f . ~ go 
in <nd uler ;;l y solve tne e Lsi es t pL.rtO of it, they ' ve 
go t CJ comeb1.ck . 

Do taey serve ~:.ny useful pur )lOse? 

Thcsoo other companies lu Vt: no gn.u t amount or v~ lue , 
but t ne:,r do s erv" just. sm~.ll co~•muni t i e s , ~<nd I think 
the re~son tn1. t we ptid no t tt.ent. ion to t hem .·:o s they 
c.idn ' t e~rn anything l nd t.b ~y ::erc!n1 t UIY ref t 
l i t bili ty; just si!llply .ercn ' t cr .. ; tin,;; < fuss one 
.. hy o:- ·toe other . 

But in the publ ic intt.r e:.t .. t: ;>u£.lt to s ee .. a~ot co..U.<I 
be uone to 

!t'li!Y ret.C'l little co:n::Wlitits o~tly!ng . 

.nL t t ney using - buyint n• turul g~ s no.1? 

They 1 r e mi xing i L no:t , t r ttn 1 t tbey? 

S tr ltight natur~; l. 

Oh, str a i ght m,turlll now. 

.oJu. t s bout their c.rtificitl ;::t.s pl11nt? 
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·•ell, I understood th&t they wer e tryir.g to keep 
t hat in condi tion so tney could use i t. 

244 

','lvyne, will you fino out. wno the investment - privQte 
bunkers , I mean, e r e up t.i1er e - members of - wha t is 
t n is •••• 

or the I.B. A. 

I. B. A. 

Yes , r.ho thEy ar t. . Do t hey nave anybody tha t ' s good? 

I can find out that for you. I just aon• t know. 

.. e •ve got ;; co=ittee of t hose fel lo.vs wo!'king with 
us r ight no.1 . l.l1ght find out from t heo . 

Finu .. mt .<lu. t his capitt.l is t.na so forth . 

•·s l ong as he 1s got L &ooJ nome, tn~:t ' s a ll he 
needs i n this thing . 

Now, there ' s ~ suggestion . H~ snys tha t ! . B.A. bus 
" committee .•or>{i ng ,;1th t he1n on the whol e picture . 

On Lnother bill t h& t they ' r e interest ed in. 

If i•ayne Taylor ' s h ppr OLCh t o the local investment 
b&nker w&s tnrougn tile coMi ttee , tht t ~lso woula 
neLrten a lot of paople over the count~¥ · 

lhey •re r eally c~m~ing on our uoor step. 

Yo u apparently nave go t to g et some ~nagemEnt lineu 
up too . That ' s going t o be about as OGr e as a ny 
pr obl em you'll have on it. 

,'.'ell it • s been suggested &lr etdY - :·;as t~lked 
yest~rday, I unders t &nd - they might possibly get 
Stone and .'lebster Service Compr.ny into managing the 
property up there . Tht t CAD b e worked out. 

I don ' t think that fit s in with ~ r . Roosevelt . 

I mean by tha t - I s&y t hat , 1-!r . Secret~:ry, t o 
indicate tha t t hey are ugree~ble t o most anything . 

I wns going t o jll!Dp & t you, b ece us e our 
o r less indic a tes .·.e are t o Rll t Ch taose 
companies . 

st-. tute e~ore 

service 
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I"• ve neoru them describe the difference bet.,een 
t he kind of - well , t he d iffer .. nct! - ••h&t •s t he 
one th&t you keep tc l~ing a bout , w~iting to come 
w¥ before th~ Court? 

~lectric Buna ~no Shar~ . 

Bono ena Slu:re 
aoes oanaging und 
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The uifftrence between Electric 
~nu the w~n:.t,ement compt.ny tn t. t 
uoean ' L t vke stock f or it s fE;e . 
L n tlilfully l"ine lin., , r nd t h er e 

I aon• t know, i t ' s 
rnus t be •••• 

I f t ucrc is loc::. l money, :robLbly loc"l brt i n s . 

Do~sn • t r.1.1:-. :.ny s trvic£. . l::i.D,Ih.:; t poss i b l e t or:n 
O- .,nt ... r,>r i -e . 

ThEre oust , e so~e gooa younr ~.n~ intl. r tbLL cou: .. co 
right in tnere . 

nll it n .... a~ iS L }i .>t. - f it \.t l" lOU SOL1eloJ)" t:l~ t 
c0uld ;H:c thl. r r Le s ~ rt &uc<. uu t e . 

Il" • "'" co1.l" flnu ' l oc< l l .)¥ .lllo i s •Hillin;: 1.0 hJ 
t.rt Houu n s t ..:rifice, :;t•Y , • • •• . 

. e co>1.L. r:o to Cornell i.r!i.ir,,.,:-lnt tnc. ~SI( .;no t.u, lr 
~r; u ... ; ~-..s t :-t: to; t co .:li: fro, t,1; ~ ttw.rr i t vr :r , t. r.d 
~orne-.L ... n6lnt.tr ir.~ .. :>u~ .... t'-11 uJ . ""hc.t? 

I tn in.< tm t ' s on e o1 t.1<. oovt lct.Jortr nt tnin_: tn1.rc . 

Dob J~ ckson probl' bly .mov:s c vc rybous ther e . 

Roc nc:>ter end James t o,,n arc. .1.lLl ft r <.,>L rt , l:u t ne 
mieht; I IJCc n 1 t must be t. t let•3 t two nundr~u milL~ . 

Yes . 

It nLs been s us6tstea tnr t tn~ pre:ent operc.tir~ 
mr n oc.y b e ~c.ll r i ght . The ft.ult of this s!~uc.tion 
is no t Oj)CI'I. tion; just b t en fleecing th!s compLny • 
'ih.; rello .. thert: may be t pcrf~ctlj' t,oo~ mLn. 

:I ell, I tn1mt 1 t r s ~ very i mpor t Lnt var t of tne 
picture t.O oULke 1 t • • • • 
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lh:ke it good. 

May I just say - I want to hurry -you' ll find me, 
when I get into thi s , leaning over backwards t o 
make sur e tha t this is jus t tiS net. r letter-perfect 
&S possible . I mean we •re going to - we •ve a ll got 
in t his thing, t his i s tho first one, ,o;e '.lent to be 
juot LS nea r sure ~s possible tnot all the bugs ur e 

·out or it. 

It • s tot to be a little Swiss watch. 

It ' s sim~le enough, t.nd it can be made t h&t . 

But e v~: rytning v.oulci m;nt to click - the Judge, tnci 
-r. ~altbie, ana the investment co~pany in Rocheste r 
thb t ' s going t o s tep in, tne ne:spt.pers, the mcnoge
ment , and ever ything - it ought to ~11 be clicked; 
I mean ever ything ougnt to be - every step ought to 
be perfect. 

" e can wor k tha t out &ll right , I t hink. 

All right. 
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Jtr. Jones. 

Hello. 

Hello, Henry. 

Januacy 29, lQ38. 
l 2:22t p. a. 
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Well, the things begin to k1nda pop around here, 
on that stu1'!. 

Is it? 

Well, you see, t he story t hat came over the UP ticker 
this morning, about s omebody who • s 1n t h1B meeting, 
~ba had inter ests i n holding companies , eald eo and 

eo and so and eo, better go slow and all that etutr . 

I di d not . 

Well, you have one or those UP tickers, don't you? 

No, I don't have a tloker. 

Don't you. 

No. I'd like t o eee 1t . I 'll g et 1t . 

I'll have a oopy made and send 1t over to you . 

I would like to see 1t . 

Yea. It'e quite 1ntereeting and I've asked Taylor 
to oall up iiarrlner and aek hla~ whet her they gave 
it out or not, because 1t had all tbe earmarks , and 
practi callY as muoh deecrlbee uarriner Eoclee, and 
says 1t comes rrom hi m. Now I don' t know, but I 
aeked Taylor t o oall bial up and t lnd out . 

Yea. 
And O'Connor has been asked, whY didn't crowley 
tell him he had -

Ie be - 18 be 
No be's written me a three page let ter, and eaya 
be' wants to lea't'e it bet ore he leayes town. 
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Yes. 

And eo I told him that be was a member ~r the 
Federal Deposits Insurance, and I have no - any 
authority ov•r them whatsoever. 

Yes. 

And then 1r he wanted ~o take something u~ why 
di dn 't he do 1t ~ith t he Board or PDIC . 

Py the what? 

Take it up at ~ regulP~ meeting or the PDIC. 

Yes . 

And that ~ ~nly legal ~~d moral respcn: l bility 
wns to act through the chc!rman or the RFC, which 
I •ve d:me . 

yes . 

tes? 

Yes . 

But I'm going to call you, end I want to work very 
closelY on this. 

Well, r.e 've ~ot to. 

!ecauee, and I ~~rt to tell you that I told the 
story a t cab1nPt , bec~~:a ! wanted the ?resident, 
anybody else tc ltn~\':' o;:ho might hear about 1t. 

Know the f a cts, yes. 

Yes . And I told t hem that - j ust t hat I'd aoked 
you and that you were going to go enead. 

yes . 

But, you Jtnow 
in town. 

I hard he was I haven ' t seen h1m. yea, e . 
I haven't seen b1m, and don't intend to see him, 
but be's been over all morntns, over at s~c. 
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Where baa h'e beenl 

At SEC. 

SEC. Yea. 

Yes. Sut, it's going to. be a lot of fun, J esse. 

Well, we're liable t o .bave some fun. 
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And - but - between the two of us, with the 
President back o! us, I said yesterday, we could 
ho.ndle it. 

I !eel perfectly confident. now - it doesn ' t 
worry me at all, and there's not any danger that 
can't be oet. 

No. 

And Ben Douglas' ~an, !rom out there, r o.a over 
~ere yesterday a f ternoon, tor a couple o! hours. 

Oh, was he. 

With our boys. we got rie)l t at it. 

F'1ne .. 

And this morning I called !!~rDhall Diggs and gave 
him a 11s t o! information that we need here, and 
we asked him tor it, eome or 1t by wire and eooe 
by air !liB.il. 

I see. 
so I'm going to have a report tor ~ou pretty soon. 

All right. well - I - as I get these things where 
people - you know -

Yes . 
I want to tell you v1ce versa. 

Yes. 

Becaus e -

It's going to stir up. 
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It 1&. And as I say, I didn't l!Jo=e t hat story 
ot United Preas. 

2EO 

Well, you ~ow darned well were it oeme from, I do. 

Well, 1t -

It couldn't coma from but one place. 

Yes. I t hink it 1e stupid. I mean tor them t o 
put i t out. 

Why oerta1nly. 

!'11 tell Taylor to have a copy made and !:end 1t 
over to you. 

I'd appreciate it v~ry much. 

Thank you. 

Thank you tor oall1ne; me . 
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Hello, Douglas. 

Mr . Secretary, 

Talking. 

January 29, 1938 
12: 28 p.m. 

The report - the other r eport -

Yes. 

Of Trans-Amer ica that Jerry Frank 111entioned -

Yes. 
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That 1 mentioned, and that you inqu ired about t h is 
morning. 

Yes . 

Was an oral report. 

Ohl 
Made by the bead of our San Francisco office. 

Obi 
Whoa 1 sent over yesterday af t ernoon to t alk with 
Jesse Jones ' staff, 

1 see. 
So they have on J esse's study all the dope that we 
have . 

1 see . Well . 
Now the second thing 1 want to mention to you -
Jerry Frank reported back t o - you're interested 
in the Genesee thinl· 

Yes . 

I think i.t ' s swell, and I 
to the Co~ssion llondq . 
to110rrow. 

Rieht. 

t old JerrY to present it 
I ' m going to Chicago 
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1111 be back Thursday 1110rning, and I would be 
delighted to bop a train with you and go on up on 
that thine U you still think well or u. 

Well, I think - I don't want to c o up there until -

I know. 

Unless everything was lined up. 

But surely . 

And ready, and then I want to talk it all over and 
then before I go and all that, I'd speak to the 
Presi dent . 

Right. 

But I 'm tremendously enthusiastic over the 
poss:lb1lities . 

I think they 1 re great. 

And t he tact that it ' s small , I don't think it 
makes any difference because it has all the 
diseases that we ' re trying to eliminate. 

Yes. 

I sn't that right? 

Yes. Indeed, absolutely. 

I think it • s - i t ' s a perfect miniature example 
or what the Administra tion doesn 't want. 

That ' s right . I t ' s I t ' s swell. 

And I think - we ought to have something, I mean, 
by the time you come back. 

Good. That 'd be fine. 

But -

I'll baYe our t;oys keep pounding away at it. 

But as long as Jesse has got that, I won't - it 
doesn ' t have t o be dupli cated. 

Yes. Giannini was 1n thil .orning . I spent 
a lone tille with bill this .orning. 
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Yes. 

He's an extremely nervous upset .an. 

Yes. 

He takes the position that it the SEC doesn 't 
allow him to engage 1n these market oper ations 
1n Trans- America, 

Yes. 

Stock. Stock or tbe Bank of America, that tbe 
thing is very apt to have repercussions and collapse 

• and shake the whole country . Be 1 s really 
frightened. 

Yes. Do :you think that somebody 1 s told hill a story 
what we 're doing. 

I don't think so. 

You don't think so. 

I don ' t think so. 

Uh- hub. 

or course, be talks. Be's a very loose talker 
and loose thinker. 

Yes . 

He makes rtde c.harges tbat tbe Fleisch backer 
interest in Wall Street and so on are conspiring 
to ruin bia~ 

Yes. 

That • s his easy - easy out. 

Yes . 

I Ju st want :you to knoW that he was through d here 
and was waving the flag of terror at me, an -

v.ell , I aean -
going to come. 
coae troa? 

what - where - where is the crash 
Where does he sa:y it's going to 
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Well 1 he - what he feels i s this that it he cannot 
be allowed to run a market :In the Trans-AIIerica 
stock, that stock is going t o drop pretty f ast . 

I see. 

And the action 1s going to r esound 
throughout the whole structure. 

Oh, I see. 

That is general t alk. 

Well now this aan that you sent out there -
Has he got t his pi cture? 

Yes . Yes. 

Well I - would you - you wouldn't mind it he came 
to see me per sonally at the bouse? 

Oh, I'd - I ' d urge him to do it, i f you wanted to 
see him. 

1 111 tell you what you do . Woul d you ask him to 
come to the house at f ive o 'clock to see me? 

Yes . 

It I S 2211 - ,30th. 

2211 -

.30th . Tell him i t ' s off Massachusetts Avenue. 

I ' ll have him t here, and I may send somebody else 
al ong, lObo can cover angles of it that he doesn ' t 
Jmow about . 

I ' d like to get it personally. 

Ye a . I' ll have him there this afternoon. 

Thanks. And l ' 11 s ee you Thursday • 

Goodbye, Mr. Secreta.ry. 

I enJoy working with you. 

I t ' s b een a real pleasure. Goodbye. 
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January 29 , 1938 

Sumner Welles called up and said that the Ue~ioan 
Ambass~dor called yesterday and was very much worried and 
concerned that they had not heard trom me in regard to 
whet her we would or would not buy silver trom them in Febru
arY and Welles said that my withholdi ng that until t he last 
minute had a rnost benet1oial etfeot. Welles also said 
that the Me~ioan Ambassador talked to President Cardenas 
on the telephone and~ey are going to call a Congress in 
!le~ioo early 1n Waroh to reconsi der these i ncreases in 
tariffs. 
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TREASURY D EPARTMEN T 

INTEPit O I'I'ICE COM MUNICATION 

2"'"' Ov 

OATI Januaey 31, l9JS. 

,. ... 
Subject: 

Secret?!.y orgenthau 

!.!r. Haa 

The bus ness situation 

Conclusions 

Business activity continues to i mprove slowly, t hough sen

timent in sooe quarters has become more depressed owing to the 

failure ot new industrial buying to develop in the volume maD1 

had anticipated around the beginning ot the year and to decl1nea 

in the commodity and security marke'te. 

Encouragement to our belie! that a gradual r ecovery trom 

~resent level s may be expected during 193S i s provided by 

(1) the very low levels to which activity i .n i mportant indus

•ries has !allen, as compared with the apparent levels ot con

s~tion; (2) a continued high volume ot r etail sales, With de

partment store sales duri ng January probably equalling in actual 

volume the highest levels ot the recovery movement; (3) an i n

crease in new orders tor steel; (4) an encouraging volume ot new 

order s in a number ot other industries; and (5) the prospect that 

the currently increasing activity in the eh1pbuild1ng industry 

will provide an aid to business. 

The principal depressing !actors continue to be (l) uncer

teinty over the business and orioe outlook, which has led to a 

Widespread movement to liquidAte inventories and to extreoely 

cautious buying policies; ( 2) the prospect ot turther reduction~ 

in pay rolls unless business improves with a consequent reduc

tion in consumer purchasing oower· (3~ an e~ected decline in 

agricultural i ncomes during i93S;'and (4) over-l arge inventories 

or manutaoturers, which may take some time to reduce to normal 

at current r ates ot buying. 

The current situation 

The New York Times business index (seasonallY adjusted) in

creased fractionally during the week ended JanuarY 22. (lee 

Chart l,) Greater than seasonal impr ovement i n automobile , 

electric power, and lumber production, and in miscellaneous 
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carlo&dings , were partly offset by declines in the seasonally 
tdJusted indexes for other carload1ngs , cotton mill activity, 
and steel ingot production. 

\1eekly data on department store sales indicate tha t sales 
during Janut\rY in dollar volume will be about the same as in 
Janucry last year, when the FRB adjusted index or department 
st ore sales s tood at 93· (See Chart 2 .) This will reoresent 
en increase of 3 points over the seasonally- adjusted December 
r1cure, and will oom~are with an index of 95 in February 1937, 
the ~esk of the recovery period. Since retail prices are be
lieved t o be about 4 percent lower than last January, the ao
tuel voluce of goods sold may even have exceeded that of the 
beet nonth or 1937· 

This contrasts somewhat with the trend or sales in the 
192;- 30 decline . At that time the adjusted index or depart
~ent ~tore arlee declined to 110 in December end to 107 in 
J pnur rY, os compared with a peak of 113 reached in June and in 
Se~tember . The inde~ of variety store oal ee in 1929- 30, sea~ 
aonally adJusted, dropped even more sharnly, from 111.3 in 
December to 9S.7 in January. 
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The high rate of conoumer buying has aided in reducing in
ventories of retail establishments. The FRB adJusted index of 
de~ertment st ore stocks stood a t 72 tor the end of December, c~rnp~red with 76 at the end of November end a peak of 7g in 
Au£Us t . Current sales trends indicat e a still l ower figure tor 
JpnuAry. In January of l a st year the index stood at 74. 

·.:e show also in Chart 2 the trend o" department store seles 
by Federal reserve districts, expressed as a percentage of the 
19;b annua l index tor each district. It will be noted that 
s"ies bl>.ve been very well maintained in the !lew York district, ~nd ol so in the Uinneanolia and San Francisco districts. The 
di stricts making the poorest showing are those related to the 
st eel and automobile industries. In the Chicago d1Stri~t , :hich 
includes Detroi t sales r emein depressed. The Clevelan an 
Philadelohia districts including the maJor steel- broduc!ng sec
tiona , nlso had relativelY poor salee during Decem er. 

The steel situation 
. d 3 ints this week to 33 per-

Steel i ngot output increase po since the week 
cent ot capacity, which is the highest ~a~ is exnected trom 
ended November 20. While no rapid reoo e., -
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tillS l evijl , encour ar:;;emen t f or a continued uotrend is or ov1ded 
":>y r aubstantial up turn in ne w order s r eceived l as t rteek by the 
u. s. Steel Coroorati on , making the t hird highest Tieekly fi gure 
sinM Se1tember. 

StAnl out9ut during Janua r y , a t an a ve r age r a te of about 
29 nercsnt of caT)aci:ty, will re9 r esent slightly more than the 
uauPl aersona l gain over Dece mber. The p r esent r a te, if con
tinued through Feb ruar y , would r e!Jr esent sl ightly more t han t he 
aa~son~l increase over January . A r a t e of 34 percent in Ue.rch ··~en tiLe seasonal peak i n steel aoti vi t y is usuall y reached, ' 
.:JuH n~inta1n the adjusted FRB steel index a t its J anuar y 
lev•l. ~1us it e.opears t~t so tar as steel produc ti on i s con
cerne: , v~ry littl e r.ould be r equired t o regis t e r an ulJ turn 1n 
buslnes:; act1 vi ty . -

~he textile situation 

~ollou1n& the exce?tionally act i ve business of the previous 
··ee:: , olll so.le s of fini shed t;oods olao:tened somet7he.t l aat r:eek 
·::11le rP-~: t~W.terio.l p r i ces sho·;;ed a sngcing t endency . Cot t on 
o1ll r-cti v1 ty showed e. gr adual i r.tprovement , thou~ i t is doubt
ful thct the increas e i n J anuary as o. •:thole wi ll be as much ns 
tile usul' l seaaonc.l r ise . Althou~ a c tual t;oode sales rrere l eas , 
tn terest i n c;oods i mpr oved dur i nc: the weel, , leadin{J t o eX!Jecta
ti>n<> o! heavier sales l a t e r. For;mrding s of co t ton to dones t io 
'1ills sno17ed some i !.lorovement. Advioe s fro•l e.br o"d continued 
to re >:>rt a l ovt l evei of clot h sol es , •::1 th lor:er leve l s of oi ll 
: ct1\·1 ty than those :preve.1li nz las t tall. 

Coonod1 t y prices 

aeactionary influences in the oo~=od1ty nPrkets dur ing the 
~' · : t-::o .-eeks he.ve carr ied ?rices of sensl ttve co=od1 t les bao:t 
::> ~;,out the DeceOJber levels , follonlniJ r shP.r;> up t urn during 
:·1e first t en daYs of the new year. Reuter ' s index of S?Ot ooo
.:l'lty !)rices in Gr eat Bri t e.ln has declined to below i ts Deoe•Jber 

lo--: . 

Chief factors in the r ecent decl ine have been t h e f e.tlure 
J f i ndustrial buyinB of r e.w ma t erial s t o carry t h r ough the month 
· t the ra t e many had exoectsd earlie r in t he year, and a decl ine 
in the securi t y mar ke ts- resulting f r om seve r al i nfluences . Com-
.lO:'.i t y o r i cee on the .,,hol e have eho1m no real ind ication o f hweak
nasa , but have resoonded in e.ooarently e. norma l manner ~~e~ :tron ly i~!luences mentioned . The decline in etook prices has i g 
i nfluenced b y t he exo eote.tlon of widespr ead dividend ~e~~~~~~sion 
d~r1nc; the rtrs t quarter of the yeari and byhincree.se ization 
over t he future of t he railroads f ol owing t e reorgan 
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ac1ll1cation of the Er1e railroad. It appears likely that total 
dlvi dends pa1d by corporations during thiS quarter Wi.ll show 
one of t he l ar gest reductions on record as compared Wi.th divi
dends of t he urevious quarter. Several factor s will contribute 
to th1B showing : (l) Reduced earnings ; (2) heavy dividend dis
bursements in the final quarter of 1937 due to the undistributed 
.,refits t e.x ; (3) the prospect of a modificati on of this tax as 
ennlied to 193g earnings; (4) the desire to conserve cash because 
of uncertainty over the business out look. 

Reductions made by brokers in recent months in margins 
re~uired on commodity futures transactions should prove a f avor
able price influence upon any revival i n speculative interest . 
:.:ar~-ins on wheat are reported t o have been reduced to $300 a 
contract as compared with $750 earlier i n the year; on corn to 
) cents a bushel as co~ared with a previous 4-cent margin; on 
rubber to $6oo a contract as compared with a hi gh of $1,000; on 
cottonseed oil to $4oo as compared with $SOO , and on other com
cod1 t1es proportionately. 
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Di{ .loll oL ReeNrch md Stau.t.1oa 

Secretar~enthau 

Hr. Haa;?//0 

Latin American trade with the United States and 
other countries compared. 

(Summary) 

1. We are by far the most ~ortant euoplier of Latin 
Aaericen i mport s . Last year we SO:a more to Latin America 
then did t he United Kingdom, Germany, Ital7 and Japan com
bined . 

• 3· During the first half of 1937 our exports to the 
~bole of Latin America increased greatly, and our trade 
nositi on i mproved relative to our chief com9etitors . 

In some or the countries, however, - Mexi co, Colombia and 
several of the smaller countries - Japan greatly i mproved her 
trade position. Her gains were very lar ge in percentage terms 
though relatively small in dollar value. 

United Kingdom improved her trade position onl7 in Brazil 
and a f ew smaller countries, and lost in Argentina and several 
ot the smaller countries. 

Ge rmanr did not improve her position compared to 1936 
except in a f ew small countries. 

4. Durin the last half of 1 Jaoan 
her chief comoetitors 1n many of the atln Aaericen countries -
~srticularly Argentina, Br azil, Yex1co, Chile, Ecuador and 
Coloobia. 

Germany gained over her competitors in tour ot the smaller 
Countries although the comolete figures tor the last quarter 
(which ar~ not ret ava11ablel will probabl7 indicate gains in 
Other countries as well . 
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5· 
America o 

l1er to Latin 

crensine; her 
s no n-

In 1937 she sold Latin Awerioe about $30 oilli on. Her 
lllOBt import ant customer by far is Argentine.. Though her 
e~pcrts to that country increased somewhat in 1937, they 
decreased more to Brazil, her second most important customer. 
:J.tc~etber, her exports to Latin Alllerica, though increasing 
slon~ ~ith total increase in Latin American imports, have 
not been ~~ impor tant or increasing factor in that market. 

6. ~he nros ects for our trade in Latin America durin 
19}5 rre no goo eceuse: 

(e.) Latin America will buy less from foreign countries 
due to (l) the lower market prices for t he chief exports of 
Latin America , and ( 2) increasing exchange difi'lcul ties. 

(b) We will he.ve a difficult time maintaining our trade 
ositi on in Latin Ar~rica because : 

(l) Increa sed intensity of competition with Japan 
owinB to her vital need for maintaining or increasing 
her exports will unquesti onably out into our trade in 
some of the commodities we export . 

(2) Faced with a declining market, Germany can 
and urobably will resort to competitive measures which 
we cannot uee and against which we do not seem to 
hcve adequate defenses. 
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Latin Ameri can trade With United States and other 
countries compared 

i'i'e are by tar the most 1.mportant exuorter to Latin American 
countries. 

In 1937 we sol d more to Lat1.n Amer1.ca than did United 
Kin(ldora, Germany, Italy and Japan combined. Our exports were 
more than t wice as great as those or Great Britain, t wo and a 
half tises those or Germany , fourteen times those or J apan, 
~d seventeen t1.mes those or Italy. 

Our exnorts t o the whole or Latin ~erica combi ned are 
increasing bOth 1.n dollnrs and in the s are or our total 
exnorts. 

From 1932 to 1937 our exports to Latin America have increased 
?ro~ortionally more than our export s to the res t of the world. 

Year 

1928 
1932 

1935 
1936 
1937 (11 

For 
American 
Value of 

months) 

OUr total 
ex,orts 

5 , 128 
1 , 611 

2,283 
2 , 453 
3 , 027 

Percent or total or 
Our exports to our export s going 

Latin America to Latin America 

(In millions or dollars ) 

878 17 
216 13 

the first eleven months of 1937 our exports t o Latin 
countries amounted t o $577 milli on, an

6
1norease in 

49 percent over the same peri od or 193 • 

Our exoorte to everY Latin American country were h1gher5 
ln 1537 t han 1936. To most of them the increase was ~verr3entina 
~ercent . Exoorte to Vene~uela i ncreased 95 perce

5
n
3
t, 0 t g 

64 percent, to UruguaY 55 percent, and to Chile percen • 

I 
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~he increase in trade to Latin America duri ng t he past 
!el"' years has not yet brought t h e level of our trade up to 
what it was before the depression. Venezuela is the only 
e)(cept1on. We now export one-fourth more to Venezuela than 
we did in 1928 . Argentina used to be our best customer, pur
chasing $17S million of our goods in 192S. In 1937 she ranked 
third, behind llexico and Cuba, purohasi ng only $S3 million. 
1e sell lees to Latin America now than we did 1n the pre-de
pressi on period not because we are losing out but because 
uti n America buys lees, in terms of value, than she used to. 

our DUrcbases from the whole of Lat in America combined 
ere inoreasin In dollere but c onstitute a soa!Ier nercenta 

A!)proximt.tely one- fourth of our i .mports come from Latin 
.:....erica. (Th1.s does not include our silver purchases from 
Lo. tin 1\!.erica . I f silver were included the share would, of 
course , be bTeater.) I mports have increased steadily since 
1932 and show a 39 percent rise in the first eleven months of 
1937 compe.red vii th same peri od in 1936. 

Year 
Our total 

imports 

192S 4,091 
1932 1,323 

1935 2, 047 
1936 2, 419 
1937 ( 11 mos.) 2, S75 

Im!lorts from 
La tin Ame rice. 

Percent of our 
total imnorte 

coming !rom 
Latin Amer i ca 

( In millions or dollars) 

25 
27 

24 
22 
23 

Our 1onorts from Latin America exceed our exnorts b 
·bout m on. 

If we include purchases of silver trom tlex1co and Peru 
thnt belance would be increased to about $14o million. 

27C 

(All detailed tables pertinent to this renort are 1n the APpendix) 
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We have a 1 favorable 1 balanoe of trade with the following 
countries: 

Bolivi a 
~cuador 
Ha1t1 
!!e:o:1eo 

Netherland West Indies 
?anllllla 
Peru 
Venezuela 

(First eleven months of 1937) 

our 
exports 

to 

4•2 . 6 
3 - ~ 

99·9 

31 · 4 
23· 
17. 1 
41. 7 

Our 
imports 

from 
Balance 
or trade 

(In millions or dollars) 

1. l 3·9 
3· ·9 
2. 1. 2 

56. 2 43·7 

1~.0 13· 5 
4. 3 19. 1 

14. 9 2. 2 
20. 9 20. ~ 

We have an •unfavorable" balance w1 th the rollowln 
countr e s: 

Argentina 
Brar.ll 
Chile 
Colombia 

Cubs 
Guatemala 
Honduras 
Salvador 

(First eleven months or 1937) 

Our 
exports 

to 

g3. 2 
6o . ~ 
21. 6 
35· g 

g3·9 
6. 9 
5·0 
3· 2 

OUr 
i mports 

rrom 
Balance 
or trade 

(In millions or dollars) 

135· 0 5l, g 

l~l:i 50· 7 
22. 0 

J . 4 12. 6 

14<>.6 56-7 
g,g 1. 9 
5· a · 3 
!!. 5· 2 
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l92g to 1936 

uo to ~ year a~o our share or sales to leading Latin American 
countries haeeen either maintained or increased with the 
}m110r tant e:r.oeotions of Br azil, Argentinn. and Mexioo. 

In Brazil and Mexico we lost in favor or Germany. In 
1923 we sunplied Mexico with 6a percent or her i moorts while 
GermROY supplied 9 percent. In 1936 , however, our share 
dropped to 59 percent while Germany ' s increased t o 15 oercent. 
In the oase or Br azil, our share was 27 percent in 1928 and 
22 percent i n 1936 , while Germany i ncreased her share t rom 
12 percent to 23 percent. 

In Argentina our share was reduced from 25 oercent in 
1923 to 15 percent in 1936 . I n t h is instance Germany lost 
l 1~ewise, t hough lese t han we di d, and United Kingdom only 
,s1nta1ned her ooei t ion. J apan' s share , however, rose t r oc 
al~ost not hing to about 4 percent. 

Ger man ained in some countries in addition t o her soectacu
• r gai n in brazil , and lost groun in ot er e . 

Germany also increased her share in the trade wit h Peru, 
Venezuela, and Chile. In each case her 1936 share was approx-
1~e tely double her share in 192a. 

On the other hand, Germany lost little in 
the trade or Uruguay, Argentina , and Colombi a . 
relat ive posi tion bas been maintained. 

ber slu!.re or 
I n Cuba, her 

i ble but 

,., 7 . ., t. t.. 

Jsoan ' s exoorts to Latin America in 1 and decl ined 

eonewhat in 193 . 
Her exports to Latin America never amounted to large eums. 

Japan' s export s to all of Latin Amerioa in 1936 constituted only 
5 percent of her (Jaoan ' s ) total exports, and constituted much 
leas than 5 percent ot Latin America ' s total i mports. 

United Ki dom had maintained her e o roximate trade oos1tion 
in some ooun rie s gained slightly 1n a few - olombia and 
jruguay - and iost 1n several - Br az11 , Ch1le, Peru, and 
Venezuela. In no case has her gain or loss been etrik1ng ex
cept 1n Brazil where her share or Braz11 1 s 1m~orte has been 
cut in half. 
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ItalY sells little to Latin Amerioa. 

Italy ' s exports to Latin American countries, which were 
relati vely smal~ in 1928, were sTan smaller in 1936 and 1937· 
ItalY has lost her share in all the leading countries and is 
now an insignif icant taotor in South American trade. 

Last year the situation changed considerably. 

During t he first half or 19}7 our exports to Latin 
A:lerioa i ncreased more than did t he eX!)orte of Germany, Japan , 
or United Kingdom. · 

Compared wit h the tlrst half of 1936: 
u. s. exports to Latin America i ncreased 
u. K. exports to Latin America increased 
Japan ' s exports to Latin America increased 
Germany ' s exports to Latin America increased 

'Hi oercent 26 .• 
jo • 
20 • 

We di d not fare alike 1n all countries. In the more im
oortant Latin American countries, t he United Stat es increased 
exports more t han did United Kingdom, Germany, and Japan, with 
t he f ollowing exceptions: 

Venezuela, where Ge~many ' s gain was slightly more than 
ours. Uexloo, Cuba, and Colombia, where Japan's gain was con
siderably more than ours in percentage t erms, but not of ab
solute importance because Japan ' s t r ade was only~ small 
~ortion or our trade 1n the t1rst half or 1936. 

In numerous or the smaller Latin America countries the 
gain tor the United States was much lees than that or her 
three competitors. 

United United 
States Kin~ om German;:t Japan 

Domi nican Republi c 3g% n4 ~ 12~ l'Hi% 

Honduras 4 l~ l~~ 
Haiti 9 92 
Nicaragua if -;, - 19 163 

Salvador 
l 75 
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In the third quarter or 193] Japan Jumped into the lead 1n 
percentage increase to moat Latin American oountri ith 
United States a good second. ea w 

Compared with third quarter or 1936: 
Japan increased her exports to Latin America 
u. s. increased her exports to Latin America 
Germany increased her exports to Latin America 
u. K. increased her exports to Latin America 

67 percent 

5~ : 
29 I 

Jaoan made some startling increases in the third ouarter or 1937. 

Increase compared with 1936 exports 

United 
Japan States 

Argentina 16o.% 66.% 
Br azil 163 62 
Mexico 133 50 
Colombia 400 311-

Ecuador 21!-lj. ~~ Salvador 100 
Uruguay 9g 78 
Haiti go l 

Panama t~ 
10 

Costa ru.ca 62 

Gel'lllany 1 s gains were greater than the United States only 
in Panama, Costa Rica, Salvador, and Haiti, and the United 
Kingdom exceeded our gains in only Panama and Ha1t1 . 

During October and November Japan's increases to the whole or 
Latin America ware greater than ours. (Trade of United Kingdom 
and Germany for those months are not yet available. ) 

In October and November our gains were 59 and 11-6 ~ercent 
or our exports in the same months of 1936, while Japan s ga1ne 
were 61 and 90 percent, r espectively. . . 
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The countries to which Japanese trade increased much mor e 
than our s were : 

Argentina 
Mexico 
Chile 
Colombia 

Uruguay 
Ecuador 
Cuba 

On the other hand, our gains were much greater than 
Japan 1a 1n: 

Venezuela. 
Peru 
Nicaragua. 

Salvador 
Gua.t ame.l.a 
Honduras 

'<;;"V, • 

From the t rade statistics avai lable 1t appears that the 
Un1ted States increased 1ta share of trade w1th Latin America 
to a s reater extent than d1d t he ot her three countries during 
t he f1rat he.l.f of t he year. In the third quarter, however, 
Japan ' a share increased more than ours, end the rate of our 
1norease over Germany and t he Un1tsd Kingdom was l es s t han 
dur1ng the f irst half or t he year. In t he l est ~uarter of 
1937 Japan increased sharply 1ts share r ela.t1ve o the United 
St ates and f rom preliminar y f i gures ave1leble Germany may 
also nnve increased 1te share gr eater than the United States. 
There are no figures available fo r t he United Kingdom exports 
to Let1n Amerioa during t he last quarter. 

To conclude: 
Towards the end of 1937 t he United States began to lose 

the highly advantageous uos1t1on 1n Latin America wh1ch 1t' 
had held during the early part or the year. However, the loss 
1n dollar volume 1s not yet large. 

Our eros eots or trade with Latin Amerioa durin 
g are not 

ver y good. 
Lo~1n America wi l l 1m ort l ass we believe in 1 g than 

she has 1n ecause: 
1. The following commod1t1es, together,oonstituting a 
very i mportant por t ion of Latin America. s export trade 
to the world have reJ.len sharply 1n price a1nce the 
f irst he.l.f of 1937· Sod1um nit rate (rr om Chile ) and 
beef (from UruguaY and Argentina) ere t he only important 
comcod1t1es showing an 1ncraase. 
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J)eoUne in prices December compared with the average or the 
first six months of 1937: 

Cotton 
Rubber 
wool 
\'heat 
Copper 

Virtually no change : 

Increases: 

38 percent 
31 • 
28 • 
27 • 
29 • 

Petroleum 
Sliver 

Beer 311- percent 

Oottee 
Ti n 
Bananas 
Sugar 

Tobacco 
Gold 

Sodium nitr ate 

211- percent 
23 II 

13 • 
11 • 

6 percent 

Unless the pr i ces or t hese commodit i es show marked 
i myrovement during t he next year, Latin American e~orts 
will be lower in value because of the imoortance t he 
above commodities pl ay in their t otal exports. For 
example: 

Coffee constitutes more than half or t he total ex
porta or t he following countries: 

Brazll 5~ percent 
Colombi a ~6 " 
Costa Rica • 
Guatamale.) 
Salvador ) over 75 • 
Haiti ) 

Bananas constitute 85 percent or t he e~orts or 
Hondur as and 70 percent or Panama' s ; 6 percent or 
Colombia' s. 

216 

Sugar and tobacco make up 90 percent or Cuba ' s exports. 

Meat products are rour-rirtha or Uruguay's eXPorts. 

Grains and wool account tor 4S percent or Argentina' s 
exports. 

Wool accounts tor 1l-o percent o! Uruguayan exports, 
6 percent or Argentine exports and 11- percent or Chilean 
export e. 
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Raw cotton accounts for 27 percent of Peru's exports 
and 16 percent or Brazil ' s. 

Tin makes up over 70 percent of Bolivia' s exports . 

Petroleum and products make up 90 percent of 
Venezuela ' s exports; 38 percent of Peru1 s e>~orte, 20 per
cent of Mexico ' s exports , 20 percent of Colombi a 's and 
12 percent of Ecuador 's. ' 

Sodium nitrate and copper, 65 percent or Chile's 
exports . 

Copper accounts for 15 percent of Peru' s exports. 

2. The prospects of increa sed investments in Lati n 
America are slimmer than ever. 

Doubtless there wi ll be some direct investments 
mads by foreigners to establiah branch plants and further 
develop some or the natural res ources and build nublio 
util ities but t he present ored.it status , of moat- of the 
Lat in Ameri can countri es, t heir long record of defaults, 
the political instabilit y and the potential exchange 
di f ficulties will mitigate against any large annual sums 
being invested t here. 

Recent events in Mexico wi ll certainly not encourage 
mor e foreign· capital to go there; nor w1ll political 
developments in Brazil p romote conf idence abroad. 

Th e one country t hat i s in a position to attract 
large amounts of cani tal i s Argentina but t he past year 
Argentina has indica t ed t hat she prefers to rely upon 
f oreign funds tor the expl oitation or her resources as 
l ittle a s possi ble. 

3· The prospects of increased producti on of gold and 
s ilver are slight. 

The total amount of gol d produced in Latin America 
i s about 70 mill i on dollars , half of which i s produced 
in Uexico and Colombia. Gold pr oducti on has increased 
1n recent years but not enough t o make anY substantial 
ditterenoe. 
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4. Latin American exports meeting increaeing comoetition. 

The opportunity or Latin America to increase greatly 
her exports i s restricted by t he tact that her agricul
tural exports are meeting increasing competition !rom 
each other and !rom other continents, while t he demand 
for her non-agricultural products is increasing only very 
slowly because or technical developments and the develop
ment or new sources or supply el sewhere. Only in her oil , 
manganese, and possibly ~in, i a ther e any prospect or 
rapi dly increasi ng forei gn demand. 

(A war 1n Europe ~ould, of cour se, create a great 
demand tor Latin Amerioan produote by European count r ies 
and would result in increased buying power i n Latin 
American oountries !or our exports .) 

Altogether, t herefore, it is nrobable that Lat in America 
will buy leas forei gn goods in 19JS. 

It i s likely that our trade will suffer more than 
will that or Japan and Germany because : 

(a) Both thooe count ries must maintai n and 
expand t heir export markets and will make ever y 
effort to do eo. 

(b) Both countries employ methods or getting 
business that we do not -- barter arrangement s, 
clearing and compensation agreements , d i sguised 
subsidies. 

(c) In the past hal! year Japan especially has 
been increasing her trade greatly, and abe is bound 
to redouble her efforts, and employ new devices . 

The gain by Janan, t hough great in terms of percentege , 
wi ll not b e large in terms or dollar s. 

Yel¥1· As pointed out earl ier, we expor t 17 times as 
much to Latin America as does Japan. 

Nevertheless , tor certain commodities 
countries Japanese competition i s becoming 
tor and will doubtless become more so next 

and in certain 
a s erious rae
year. 
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':hiS 1S Pl\rticularly true of rayon end cheaper grad es or cotton 
·e~t!le s. ?or example, Japan's expor t or rayon to Uexico in 1937 
~~re t!~n doubled, while her e xpor ts or c otton tissues to J.:exioo ' 'I' S 

.ore than 400. percent. 
0 

Similarly, J c.pan' s cotton tex t ile exports to 
·•~n tine dou oled in l, 37. 

·~ -!:N r:M J e.pen able to make 1ts sharp gains in Latin Amer i c e.n trade? 

In the period b etween 1928 a nd 1936 Japan succeeded i n en t ering 
::.e ut . i n A. .. e rica n Ula.r ke ts , wh ich she had barely touched urior to that 
:t.e. ?1\e ,.,~ Jor r eason for her abi l i ty t o o or.1pete successfully in 
.:.ese .ut<l'k~ts was bec ause of the deprecietion or her eurrency by 
5o :-ercent d~:ring the depression. 

! n t~e third quarter of 1937, which coincided with t he outbr eak 
~! ::.e J • .. • nc se- Chlnese h ostili ties, Japnn a :,'t'.in be :an to incree.se 
;!. r .. lY l~er s h!'.re in t il e Ls.tin A.~eriocn rorkets. 1'/e do not know what 
cevices she lu\s been using, but we hazard the f ollowing : 

( •) Intens ive sales effort carried out by the oi"i'ic i al 
1

m1ssi ons• 
of Gove rnment officials wh ich visit L:lt in Auerice.n c oun t ries to 
develop trading po ssib i liti es; and 

(il) J~.<pan probably o ffered her oo,.l!ilodi ties a t ·lo,~er prices than 
she lmd been a ble to p reviou s ly, probably because of speci al 
· s si s t nnce g iven to J apanese exporters by Japan in the attempt 
of t he J r.panese C-over nment to increase i ts foreign exchange r e-

soul:'ces . 
and 

r~r .cny • o gnln s in Lat i n ~rioen trane were ~~Ae in th e ye, rs 
:9>5-1; 36 e nd were concentr ated in relatively tew countries. During 
•!:iE ~riod Germany IH ·.S introducing and !JUSh 1ng l:er a skl- ;;1!\r !' com? en
sa~ton trade. Tnose countrie s whi ch accepted arrane;ec~ents 'f'lte rein 
_s::l - J r<:s were used were s oon p laced in a positi on ~·here it v:as 
~ecessF rJ' f or th em to increase t heir purche.ses of Geru18.ll t;oods in 
or ·•r t ? d. i s •>ose of aski-mer ks acquired by t ile el(!>er t of raw Ula teri als 

i;O ~r .. 1r ny . • 

. By 1937 mo s t of t h e advantages from t he r.bove me t hod s had been 
<CnlPved. From then on additi onc.l &a ins ilecame more di f f icult. 

Cur el::>orts t o J: ex ico will probabl 

·.7e sell more to u exico t han to any other Latin American c ount r:· 
; n r~ct>nt exorbi t o.ntly h i gh duties imposed on allllost all of_ our 1m 
;o~t~nt ex~orts ~ill undoub tedlY be eft'e otive in r~duc!~c~~~ ~~es. 
c-~:- lllrgest single export t o l!exico, tor e~:nlJ!' e, 

5 ~rt dutie s on 
~;: ts , and second largest is industrial mAch inery . • I ' t~ doubled . 
' .c c !tees have e,lmost doubled and 1n some ca ses uore : i me.tel 
:-ne t • ri!! h as r ecently been raised on 2lg itellls, ~~~!>.·r~x Y 
one- th i rd of the Uexican tariff liSt. From o. pre ne.r, 

• 
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exe~ination it appears that t he duty increases have h1t 
our products more than t hose or other countries. Below 
are listed reported increases on some of t he more im
portant 1 tams: 

Tariffs r aised January 19, 1938 ( as reported by t he press) 
by percentages given below: 

2ec 

Calculating machines 
:<otors or all kinds 
Autos - 4 cylinders 
Aut os above 4 and not 
~ore than 6 cylinders 

Autos above 6 and not 
~ore t han 8 cylinders 

Autos mor e than g cyl. 

200 

~t2/3 
150 

Velvets 
Crafts paper 
Felt bate 
Textile machi nery 
Sew1n£ machines 

100 
J00-4oo 
65 

150-200 
100- 200 

Trucks 
:.!Mbetes 
Cr psules and pi lls 

133 
150 

133 
150 
100 

Radio transoitters 
Radi os with cabinets 
Radios without cab-
inets 

Typewriters 
Cameras 

150 
192 

4oo 
225 
200 

Even withou t t he t ariff increases t he political and 
economic situati on in l.lexioo is such as t o give little 
pr omise of maintaining our l ast year ' s level o! exports 
t o them during 193S. With the hi E)ler duties in effect 
our exports will certa i nly be cut substantially . 

Cuba, also, i s likely to bUY less from us in 1936. 

The abilit y of Cuba -- our second lrrgest Latin 
~crican customer -- t o purchase i mports depends alcost 
entirely upon the value of her two export oropa, sugar 
and tobacco. Both these items are lower in price than 
t hey were during most of 1937 and as yet t here is no 
r ea sonable prospect that theY wi ll r i se a gain to 1937 
levels. We may, therefore, expect t hat Cuba r1ill buy 
leas in 1938 . Since more than half of Cuba' s i mports 
come from the United States it is likely tha t we shall 
sell Cuba less in 1937 than in 1936, even though our 
share or Cuban business may increase. 
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itr.proved by the Angl o- Argentino trade esreement of lest 
su~Jer. Unless tha t agreement is offset by a corres
?Ondinff American agreement the special advantages which 
t he United Kinsdom obtained will permit her to make ga1ns 
i n Ar~entina a t our expense. 

Th e tota l of Argentina' s purchnses from abroad will 
be dependent upon the p rices of her major coo~odities 
sucll ~a v:heat, beef, flax, corn a nd 110 01. The p rices of 
~:.c se COOl.uOdi ties reached t heir hi t,h point early in 1937 
nnd 1~i th the exce_ltion of be e f , have fF~len t h roughout 
t;le yee.r . As l on g as tce se prices StliY a t t he p r esent 
l or. le vel, Argentine r-ill no t be as good a customer in 
1~3g as she wee in 1937. Th i s i s t rue i~::::.ue o f the 
tac t t hP. t Argentina bas added substantiarty~o her gold 
r eserve durin!!, t he past t r.re e yeers . 

Coffee and cotton will lar ly 
dete r u ne bow much Braz 

Brazil i s still basically dependent uyon two oom
:uodi t ies -- coffee and cotton -- ns he r source of fore1E;n 
exchMt,e , in spite of the feet t ho. t Brazil has mr.de con
s i de r able proeTess in a t temptin5 t o d iversifY her economy . 
The 1936 p rospects of Brazil as a mnrltet is therefore 
dependent u pon the success of Br a zil in he r e.t t e npts to 
e s t abl i s h a world a~Teement f or t he ~rketing of coffee, 
rr-1ch ~·ould oainte.in t he price at sa tisfac t or y levels, 
• nd t he oondl tion of the cotton wt~rl:et . The negotiations 
f or a c offee agreement are no\'l t alt1nc pl t .c e ~> nd t l:e r:el
:!'are no t only of Brazil but ot JnaOY ot t he s02ller 
Cent r al Awerican countries is d ependent upon th e ou t come 
of the se negotiations. I t the r.·or l d a~TeeClent on coffee 
i s re~· ched it seems likely t hat O.err.~Any ' s poslti cn ln 
the Br azilian me.rket wi l l not be as s tronc a s 1t has been 
1n . t l" e '!lnst tvro yea rs. GerwanY succeeded l n 1ncreE~s1ng 
her trade in Bra zil beca use of the ba rter e.r rant;eoent 
mt>de with the use ot aski- marks vrh lch Br azil accepted 
becr·.use of her desire t o d ispose or c offee ( and cotton) 
r:l t hou t disturbing tlle p r ice in tree !:lArltets · 

28.:. 

In 1937 these 
the de uand and t he 
h i e;her than 19M. 

t hree countrie s were pr osperous because 
prices t o r t heir products r eoched levels 
Th e subsequent tal l ln th e lat ter halt 
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of 1937 which is continued a nd wh ich shows every 
1ndicetion of continuing well into 193S means t hat 
these countries will probably feel the business re
cession deeply. They will not only ~e able t o buy 
lese becnuse t hey have less t o s r>end, but increa sing 
exch~nGe d i ff iculties will induce lower i mports. 

, 28Z 

Colombi a en d Ecuador a r e meinl deorndent uoon 
e~>or s or cor ee an pe r o eum, p us cocoa an m nerals 
t or Ecuador a nd eo!d and bananas for Colombia. There 
are opti mistic as well a s pe ssimistic fac tors in analy~
i nB t he prospects for trade with t )l8Ge countries. On 
the whole , hor1ever, it is likely t ilt'. t our trade will be 
comewhc.t 1or:er during 193S, but thr t there will not be 
r. sharp decline . A c la r1fiCP.t1on of t.he coffee s ituation 
1;1ll be of o :ns1derable ass is t e.nce. 

s . !lioaragua is 
Plrendy experiencing a crisis i n roreibn exc:1anf,-e , and 
has evi dently decid ed to increase duties on i cports 
in contravention of our trade agreeL1ent r.!th her . 
. Uthou(:,h our trad e with l:icare.6\la is not very illl!>ortant 
quantitatively, t he actl,on of Nicere.gua v;ill -:>e serious 
1:f it is a precedent which may be :followed by ot her 
srol l LEI tin A!llerican countries whenever they run into 
exchange d iff icul ties. If the business r ecession con
t inues in the Un i ted St~tes, these smnller countries 
will be s eriously affected, ant1 we mnY anticipa te sharp 
reductions in our sales to them durin~ the ensuing 
::1 nths. 
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TRADE WITH TOTAL LATIN AMERICA 
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PERCENTAGE DISTRIBUTION OF EXPORTS AND IMPORTS 
Of LEADING LATIN AMERICAN COUNTRIES 

E POR TS 
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Uni ted Sta tes' Exports to Lat in Ameri ca 

Percentage change during periods of 1937 
over corresponding periods in 1936 

285 

: ' Percent change in exoort s in l 937 
!Total 1936 :_~,o~vfeFr~o~c~r~r~e~e*n~on~d1~n~g~n~eLr~1£0d~1~n~l~9U3~6~ 

A!'$ent1n~ 
Srezll 
!!exlco 
Vene tuela 
::Uba 

C"llile 
~olalbia 
Uru;;uaY 
Peru 
Bolivia 

:>ocin1cnn Republic 
Gu!ltemn1 n 
::cucdor 
M~nnurea 
Salvndor 

Costa Rice 
?tr~,:uay 
3•1t1 
:;1co.ra;,u n 
?'Uln."la 

:.11 other 

:'otcl to Lntln 
America 

:exports 1n: First : Thi rd I ! 
: dollar h~lf quart er October 
: egu1 valent: ,. % jf 
( !.41111ons) 

56. 9 
49. 0 
16.0 
24.1 
67. 4 

15. 7 
27· 9 s.s 
13. fl. 

3· 6 

4. 6 
4. 6 

it:§ 
2. S 

3· 0 
· 3 

3· 9 
2. 4 

22. 7 

}4. 6 

429.6 

+ 60 
+ 19 
+ 52 :n 
+ 32 

: ~i 
+ 19 
+ 2S 

:n 
+ 1~ 
+ l) 
+ 111-

+ 46 
+103 
+ 9 
+ 5S 
+11 

!.-22 

+ 11-6 

+ 66 
+ 62 
+ 50 

: 4b 

+ 75 
+ b6 
+77 
+ g 
+ 26 

+ 62 
+201 
+ 1 
- 15 
+ 10 

+ 53 

+ 96 
+ 55 
+ 27 
+102 
+ 46 

! ~ 
+ 71 
+ S3 
+15S 
+ lj. 
+ gg 
+175 
+ 43 
+ 59 

+ 22 
+ SO 
+ l S 
+ 51 
+ 14 

!_E. 

+ 59 

November 
% 

! ~ 
~ 23 
+ 68 
+ 34 
+ S5 
+ 29 
+ 43 
+117 
+217 

+ S5 
+ 54 
+ 31 
+ g 
+116 

+ ;s 
+ 52 
+ l o 
+ 97 
+ 36 

!...29. 

+ 11-6 
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'OaiW ..._ lapor\o be. Wla AMrl- ..Ut..o 
n-_.. dSac •••• 1921. 1936. 1937 

(Ia aUl'-a ttl .. Uoro) 

Count.,. 1921 1936 1937 

lttsiOO 113 44 56 
~ 191 131 L4l 
.lr pD t,. 93 58 135 
Bft:U 3)2 91 111 
, __ 1• 35 23 21 

coto»t.. 85 1J ~ 
•~1om foot la41M ~ 13 - 4 4 
Q>l.lo 67 , 44 
hnl l'j 15 

~ 
ll ll 14 

!!rlalde4 oD4 !obeF 'j ~ 
3 

bt.al• 9 ~ 
lbolal.o.n !WpQblio 9 5 
Boll.•la .2 1 1 

Bonduraa 12 6 5 
Ecuodor ~ 

3 4 

J-l.co. 
2 2 

COt" Bio. 5 3 4 
l!&lti 1 2 3 

Ber.xla 1 ·3 ·4 
SolTodDr 3 5 8 

ncar"""' 5 2 3 
J're>ch , .. , bulito .2 .2 .2 

Brl.Uah~ 1 .1 1 

Br!\l.th lloa<laru 3 2 2 

B.r~odDI ·4 ·4 ·4 

~ 1 1 1 

b~ 1 2 3 

!'ot..l '347 478 665 
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IWW ...._ ...,.U M WU.~ ~ 
m.- .... ....u.. .,.- 1,..S, 1,,., 1'fll 

(Ia aillt... ., W.lan) 

Cow~\~)' 1~ 1936 1'111 

lluioo lif1 E8 100 

Ctlba U7 ~ 84 
Upo>U.D& 1.64 51 83 

Brwa11 91 -0 61 

v-~ 34 21 42 

Co1oa'bU. 54 25 36 
l oU..Z,_.. •.n bolJ.ee Dot 13 31 
~ 31 21 23 
Cbllo 36 1.4 22 

Poro 21 u 17 

Urupq 24 8 u 
TriJ>iW ..... !obeao 4 4 7 

lllaat-.le u 4 7 

Doain1oeo ~1U. 15 4 6 

Bolin& 4 3 5 

~ 9 5 5 

r.ou..!Dll' 6 3 5 
Joaioe 8 3 5 

Cone!Uoe 8 3 4 

11.1\1 u 4 4 

Bo ..... 3 3 4 

s.l_..,.. 7 3 3 Ul-- 7 2 3 

,....... •.n bol.1ee 2 2 2 

Bn\1111>~ 1 1 1 

Bntiel>~ 2 1 1 

B.r'badoe 1 1 1 

,_,..., 1 ·3 1 

~u.. 
1 1 1 

!o\.el 7'1J 111 577 

~- :26, 19311· 

~'· 
·, DL-rial& of__....-' ~inloe· 
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United Xingdom 1 s Exports t o Latin America 

Percentage change during periods or 1937 
over corresponding period& in 1936 

Total 1936 

288 

6 
exports in 

dollar First hal! Third quarter 
~ . eittivalent ~ • 

( !Hone) 

Arj;en t i ne. ~lJ 
+ 21 + 39 

srazil ! ~ + 50 
!!e:dCO 6.9 ! ~ Venezuela 6.1 • 93 
Cuba 5.1 + 2S + s 

Chile s.s - 4 + 14 
Cololllbia 12 .1 + 34 + lS 
Uruguay 9·7 + 6 + 37 
Peru 5.S + g -12 
Bolivi a 1.0 + 22 0 

Dominicnn Republic .5 +114 + 21 

Juatemala 1.0 + 41 + 44 
Ecuador 1.2 + a • 2 

Hondur as . 4 + - 22 
Be.lvador .s + S6 • 25 

Coste Rice. . 6 • 71 • 23 

Paraguay ·3 + 72 • 5 

He1t1 1.2 + 92 ~ ~ 
!11ceragua . 6 - 5 
Panal:la 1.9 • 9 + 32 

i.2.:.! + 20 + 12 
All other - -
?otel t o Latin 204.6 America 

• 26 • 29 
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United Kingdom' s Trade with Latin America 

( I n millions of pounds) 

Total Total 

g44 g2 9 .7 1,196 

416 32 1·7 702 

4gl 4o g· 3 756 

501 41 S.2 g4g 

445 3g S.5 742 

Japanese Trade wi t h Latin America 

{In million yen) 

146 

93 

96 

107 

102 

289 

12. 2 

13. 2 

12. 7 

12.6 

1J.7 

. 
Total: Latin : Total to Total: Latin : Total from 

:Amer1ca:Lat1n America :Amer1ca:Lat1n Amer1oa 

1, 972 26 l.J 2, 196 14 . 6 

1, 410 lg 1.3 1,431 5 · 3 

2, 499 109 4.4 2, 472 51 2. 1 

2,693 n o 4.1 2, 764 134 4. 1! 

2,903 147 5·1 3, 525 172 4.9 
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;.r.;entinn 
5r:l1;1l 
!!exico 
Venezuela 
Cuba 

C"!llle 
Colo::~biP 
Uru, .. ;u•y 
Peru 
3ol1v1a 

J e9an ' s Exports to Latin ADBrica 

Percentage change during periods or 1937 
over correspond1ng 9eriods in 1936 

:Total 1936: Percent change in export s in 193~ 
: eX'Ocrt s 1n : 

dollar 
over correeEond1n~ oeri od 1n 1~2 . Firat : Third : . 

2~0 

: equ1 val ent: h a lf qu~>%tar October November 
i! 

(IJ1111ons) 
~ If 

$6. S + 11-0 +160 +113 +111-0 
2. 7 + 5g +16! + 25 +132 
2.1 + 70 +13 + ~5 +131 

2:4 
+ 4~ 

- 40 ~ 6r + + 28 + 45 

2. 2 - 19 + 63 +160 +353 
.o4 +307 ~0 +412 + 50 

2. 4 - 25 + 9S +227 +119 
l. S - 12 - 14 + 71 + 110 

Not li s t ed ee~nr~tely 

:>oo1n1orn Republic · 9 +146 + 47 + 50 + 31 
. 1 - IJ.4 · ~ 

+ 12 - 30 
Cu?temPb 
:ou,ior .s - S6 +2 +705 ~2~~1?. 
i!on<lurr..s 1. 1 + 74 - 50 - 28 

o:>lvaoor . 01 + 75 +100 - 14- - 23 

"ostr R1ott . 6 + 62 + 53 + 50 + 43 

?er~-u~y 
Not listed aeoarately 

~·1 t1 . 4 +162 + so - 20 + ~~ 
::1c~r~0'UO. . 2 +163 4 6S 

? ... n~:1tt 3· 0 + 20 - 30 + 32 + 69 

All other ~ 01.. + 62 ±..52 ~ 

':ot~l to Latin + 30 + 67 + 61 + 90 
AaAricn 33· 0 
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Argent ina 
Bra~l.l 
llexlco 
Vene~uela 
Cuba 

Chile 
Caloo'b1o. 
Uruguay 
Peru 
Boll via 

~rman:r • s Ex!>orts to Lat1n America 

Percentage change during periods or 1937 
over corresponding periods i n 1936 

: 1n 

291 

:To tal 1936 : _-=...;.=.-=-:=-==r=:=...""-"'=-==-~in::.....:::.t...t.=-.: export s in: 
dollar Firat halt Third quarter 

: equivalent : % % 
(1!11Uons) 

24. 1;. 
33· 4 
12.8 
6.0 
2. 8 

12. 4 
11. 3 
4.2 
7.2 
1, 1 

+ 35 
+ 27 
+ 37 
+104 
+ 12 

+ 1 
- 35 
+ 23 
+ 10 
+ 5 

+ 64 
+ 32 
"' 2Jt. 
+ 84 
+ 30 

+ 19 

~ g~ 
+' 18 
+ 37 

Dominican Republic 
Guatemal a 

.4 
2. 5 

+ 12 
+ 37 
+ 17 
+152 
+ 1 

+ 4o 
+ 54 

: ~ Ecuador 
Honduras 
Salvador 

Costa Rica 
Paraguay 
!la1 t1 
111carae;ua 
PanaJ:~a 

All other 

Total to Latin 
America 

1:4 
1. 6 

1 . 6 
·5 
· 3 
· 9 

1. S 

1. 6 

+ 8 

: 4tt 
- 19 
-80 

!..5! 

+ 20 

+ 38 

+ 93 
+100 
+ 34 
- 50 
+371 

!..52. 

+ 34 
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(9 months) 

Un1ted Kingdom's Trade w1th Lat1n Amer1oa 

(In m1111one or pounds) 

. 
Tota1 Totnl.: 

g44 g1 9.6 1,196 

416 31 7·5 702 

4a1 39 fl.1 756 

501 41 fl.::! glj.g 

445 3fl g ,5 742 

Japanese Trade with Latin America 

(In mi111on yen) 

111-1 

gg 

fl6 

94 
90 

11.8 

12.5 

11.4 

11.1 

12.1 

total rrom 
Tota1 : Lat1n : tota1 to Tota1: Lat1n : 

:Aa~rloa:~t1n Am~r!on: 
:Am~r1ca:LB~~D Aaa~1o1 

1,972 26- 1.3 2,196 14 .6 

1,410 1g 1.3 1,431 5 · 3 

2 ,li-99 109 li-.4 2,472 51 2.1 

2,693 110 li-.1 2,764 1311- lj.,g 

1937 (11 monthe) 2, 903 147 5·1 3.525 172 4.9 
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Germanr ' s Trade with Latin Ameri ca 
(In million reiohsmarks) 

29.3 

Exoort& Imports 
To : Percent ot : From : Percent or 

Total Latin : total to : Total: Lati n · total trom 
:Amer1ca:Latin Affier1oa: :America; Lat1nAmer1oa 

5.739 24-1 11-. 2 11-,667 521 11. 2 

4,270 3U,.._.- 9·3 11-,159 596 14.3 

ll-,76S 515 10.8 ll-,21S 5SS 13.9 

5.359 593 11.1 4,93S S27 16.7 

Italy ' s Trade with Latin America 

(In m1ll1ons ot l i re) 

:§j::roorts 
To : Percent ot : 

Total : Lat1n : total to Total: 
:America: tin 

111-, 556 l , 6S7 11.6 21,920 2,763 12.6 

6,Sl2 5SO S.5 S,26S S;ll- 10.1 

5 , 23S 359 6.9 7.790 674 8.7 

5 . 511-7 325 5·9 6,039 563 9·3 

1937 (10 months) S, 550 5611- !) 6.6 11,509 1,658 11 14.4 

!/ Estimate baaed on t rade with Argentina, Brati1 , Chile and Uruguay, 
whlch represented SO percent ot ItalY's trade with Latin America in 

1935 and 1936. 

oa 

I 
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TREASURY DEPARTMENT 

INTO 0,.-l'lC& COMMUNICATION 

•••• J'an\&1'7 )1, 1938 

TO Secretary llorgenthau 

r•oM Herman Oliphant 

In 70ur fir at conference with llr. Do~ on bank bol.ding COIIJlall-" 

iee, be IIII&SeBted a plan S. E. C. bad in lli.nd tor certaiu states in the South

east for r eorpuir.ing utilities and spoke of the possible Deed ot GonmMDt 

financing to carrr out that plan. Be was lett with the ilopreasion that thare 

was DO preaant authorit)' for the J'edere.l ao.e1'1lMI!t to provide such tinancinll• 

The J'edere.l ReaerYe Bank of Atlanta would bave the powers conferred 

lU the following l.angllagea 

•In nxoeptione.l cireu~~~atancea, when it appeara to tha 
aatiltaction of a J'edere.l Reael"'fe bank that an esta~ 
llebed industrie.l or e.,-roie.l buaineaa located in ita 
district ia unable to obtain requisite tinanci£1 aasia
tanoe on a reasonable basis rroa tha UliUe.l aourcea, * * * 
purBIWlt to authoriV granted b7 tha Board of Goveroora 
of the J'edare.l Jl,eael"'fe S,atea, ~ ll8ke loana to, or pur
chaae obligations of, aueh bual.Maa, or 'IIJ8;f ll8.ke c:oo-1 t.
Mnta with respect thereto, on a reaaonablAI and aoUDd 
baaia, for the purpose of providin& it with worll::inl 

eapite.l * * *•" 

The Reconatru.etion J'in&D08 Corporation can 
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!!arr!,.,•r 
$ccl os : 

:r .!!.Jr: 

I" 

fl . !!. J r: 

:.i ,t' . Jr: 

~ : 

-. -· 

i-! .!! .Jr: 

"'· 

!i . U. Jr: 

.,.. -· 
li.l' .Jr: 

... -· 
u .:· .J r; 

Hello. 

Oc~d morning, Hen~y. 

:.te1lc !.larr1nf'r . 

J anuery 31, 1938. 
11:30 a.m. 
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Y~u \'lantod t~ me"'t w1 th the Comm~tter ~n Wednesd!l.y 
morn1n~. 

Yes. 

I was ~onder1ne ~r Tnursday ~ou1d su~t v~~ t~ ~ell. 
Th e reason-,~ , ! r~t ~lann1ng ~n go!n~ u9 t~ ~·~ 
Y:Jrk tomorrow - lr•. ~ tcm~rror. at't~rnoon, at'ld I 
wouldn't b~ bac~ ! or t h e ~e~t!~u . ?~c~er, I ~a~ 
c cncel th~t • f y ou b PV8 4~~·- eome ,r•!~renc• . 

~o, Thur eday ~t eleven o'cloo~ 18 -

t!ow, Burgess - I believe Tnurc~ay would ~osc1h l,y 
:;•.t! t :;!urpc-:: be t ter becr.us e -

!.lP.ke 1 t Thursd!ly l'.t eleven o 1 clock . 

!lell 1+' that ~uits you Jus t e s ••ell, ! ' V. '!'l t h•t •. 

George won't be here. 

Yes . 

~·tt ::.11 t bs r e£ t ':"!11 be. 

Yes. 

well all right th~~ . ~el ll put it do~ r~r 
Thursday. 

That 1 s r~ht . 

}!ow, do you ~•o.nt to mePt with mt' tomorrow . 

yes. 

All right. And I 1 ll -

w t h ere ! : s oh~ce t hat t~· 
~~ '::occ?•tF e h e ::Juldn It have _ c 
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I :ee . 

So he said th~ t. he'd t.r y to arranue it. ~ 
tomorrow. ~ .~r 

I see. 

Sut lRcking the President ~r the Unite~ StP-~G o , : · ~ 

be 1.e!).<7ntc~ to help you. 

'Vc!l , ! 1M not goin~ tc run Any- !'~not.- ! o:>n ' t 
e~~ect to r~n coMp•tit.ion ~1th hi K. 

All ri~hy. ~c~~ ~ n?~ , 8rt y~u c~m1ne 
you goi ng to bring Ransoc7 

..,, ..,n,. --- ' 

\~ell, ::: ' l l - whatever you say, I '11 bring ~.nsoc 
over. 

Well then if you have Ransom, I 1 11 have Taylor. 

How is t hat ? Let's - unless t here's sooething 
that. - l ast time, I - I fel t t hat you and I 
possibly ought to ge t t ogether and di scuss the 
thing v·e did t a l k . 

Yes, we got t .at<t -

Unless you hav~ eomet hi nl$ else, wcy I have 
nothi.ng particularlY confidential t.~at. I 
wouldn 't want Ransom and Taylor in on. 

Good. 
well, t.l:en I'll wait t.o hear rroo y~u t.ocorrow. 

T".aat 1 s rigilt . 
When are you goi ng t.o come over here and e;et. 
lunch wit.h us. 

Well, I'll do that. 

Huh. 

I'll do t hat soon . 

All rtght. t.hen. 

Al l rigilt. • 

I 

l 
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F .. R! Sk.CURI TY AD' • .!INISTRATION FH lJI.NCES J &. nu&r y J l, 1938 . 
J : l J p. m. 

?r ij!lent : IAr . Bell 
Mr . W. W. Al e xl• nder 
~r . C. B. Buldwln 

, .~x~nder : ;;ell, !lr . Secre t c r y , our boss ::lf;n s uggested t!l~ t 
tne r e migh t b e some profit i n our t:. l.U.ng .i th ''OU 

a na >.c nr1. g h d of t ne o p,>ortunlty . If you ~Hi. ' 
lnti mote thE: lines £l ong wh ich ::~ . . .• 

.J , .. J r : I t ' s j u s t thi s . t! r . . oellr. c e Jpoka some har sh ~<ards 
a t Cr.bine t t.bout - ;;ell, I meo n the Secr et ury of tnc 
Tr e asury - ho.-: h&r d -he&r t ecl ,,e :~e r u Lnd all t h• t 
s ort o f t hing . An..i I sr i d t hrt IS f <r ~ s :tiy setf •tS 

conc o:r ned, tha t ..:r . Bell t nd I su1 t :le Hopkin~ ;Jcoplc 

:!..:x:noer : 

... • J r: 

30!11 : 

!-~ ld 11n: 

~ t le&st nee r .1eeo< ;.nu .e .:t.ove been t bh to oteep tn~::2 
n~;>PY unu suj)pli-e.:~ .. i th suff i c i ent f unus t o l r.kc CHC 

of the lr 1/0t"k u;> t o date ; t.nu, r..> t .. l tns t &r.a l ng t no: 
u!ffi c ul t t ices Ke He go i n;: tur->u.;h, L' yo.,; ,. .. opl e 
.~ .. re r unn1n11 ou t of to.ln"y t n ... m.; ,~.,ople s t &rvlne on 
your nli!Us , th: t I c oul .. m ' t - I c oulun ' t ar~tm of it 
i f no o ne tolu it t o me . 1'hr t i s , vur)· briefly , t he 
5tory . ~nd , a s I s~id - t hbt .e could keep the ot her 
o r ganization st. tisl'iea ; I d on ' t .mo . wne th1. r •c could 
o<eep your s , unl ess - c t ! erst :e c~n• t .•. 

... unl ess you .mo .. the feet~ . 

, 
5 

r t r. ry _ ~ coi.o-rJ~ , t. .• c. 
I think you m~ght s oy , ~r; t ~c"beginnl~ of tnt 
;>r ogr t.nl b i d ao m fo~ ~s ru ven ' t t.nY coo.-1• int ' bout 
y ea r - no " , N e certa n y . ve tret ted '.JS ; t ;uo re 
Da n e nd t no way his ; eople Bn~ tne d ift'i cul ty iS tnli t 
n"sn ' t been a ny troubil~tur~ round ni :ns&lf unuer 
tne secr eta rY of Agr c 
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terrific pressuro: c o•Bill(! frora ell sorts of dir~c tlons 
for tnin&s mtich ct.n ' t be uone . 

llell , t. couple Congresstntn . Let ' s be f nnk. 

loose notes or e only ro r myself. Only one co~y . 
'l hey nev .,r ctrcult.. te . I Cl• n 1 t rememb<!r all t hese 
things . 

He co:nes i n there n:u ~utldenly ble~ts , e nd t la-o.vs 
it in t he Pr esident • s l£p t no ""' lLp . ~nd I Just 
... o n • t !Olo.: th&t tn<.rc is t.nytnlng ne··· tn<.t 1s nLp
,Jened fro!:! t ae tt_e tnt tain~, ,,:;s set ~.;p ; th~ t ' s 
:.11. 

.&ut .. nt. t I 'm intt.:rt::sttt.~ in !J not .... o • s ri~t.t t r.J 
"" o ' s r ong . l ' u 11«<. ~ ou t o LiV" :u€ , 1!' you No.-1 ... -
I mc:..n so we ' ll .;~t so .• e t1d.ng o1.t of ta1s , you s n , 
r L t.ntr tn~ n - .;m. t is "o.u- .•1cture? No , I - it. ' s 
been 1> long time . do1. ' ro; • 01. s t ~ "i> t:r ..11 v1$1o ns? 
I t.>Ct o in Jus t ve r> simple l· n.;u: ,:e n: t ~r~ r.:>u 
doing'.' I •m mor e int~ore t<.u - I don ' t "no11 1:' t 

cun do ~oything . 

i:f. •v r;, got t .• .:> o r tltr~.;u t•. lr.,, . ~irs t ,.lrc., , .~. • v e 
r,o t 'thEse old J roJt~t!l th: t wu< s t~ rte<i . 

!Ju is toe t c .11:1r ·juJt :. "":Jfort: tle~ 7nsr. I ~u1 
., · t 1 • .ne 

Si:t you in ~~. St;: " JU l n to · tl.L: c "' · 

nr. t? 

! • L. ;· . . r . f r.u 
:'1 nisnea t r.c 
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No;l , t hose o r e houses? 

Housing ~rojects , yes • 

hre t ney finisoea? 
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Well , pr;.c ticdly 50 • 

Tnose ~·rt1Culf r ~rojects LrC . 

Are fini s hed . Th th· t e ;eople ~rt:; in t nc:1 , Ln• ··s 
rt • • • • .... <I'' 

'i..QU extell!i~ to• t , d i u you? 

oeg paruon? 

You extendeu thLt? 

Some of t nc:m 6 re extendecl . 
many e xtende.:~ . 

e ht.ven 1 t tv ur.tt hftd 

I 1 m ~Oillcl to lnttlrl'Ul>t you. I month q,o you st l ei 
you cu:.u $15, JJJ , JJJ to r1.n to J1.ly 1. !lo ·, .:h1 t .••. 

Jn, tm•t' s so.Jethin; dst . I .ns s.tetc .. ing to :·ou 
NhLt our LC l vities w~r~ . 

Then certLin f Erm ~ro jects tn· t e our selves st•r~cc , 
in the ,..rocess o!' tei r..g J'inisheu . f 1r.ishEJ c:· J1.lY 
1 , or practlct·llY so; but to~ constr~.:t1:~:. ill t-e 
all out of th<. v:ey un July 1 . 1n t ' ~ ~:-ov! .. eu for; 
we llo ve no problem for thb t . 

Ou r probl em is very l~>l'Ct on tl\~ r en< lilit• tion 
pr ocr am, on hich .~e sp.mo 'JO ,J~rcent of our money , 
woicn is t oe t t kin& of to~. , ~~;ovh . uo ;. rt. t:i ta• r 
on rt.litf or slipping on r elief - these :'1:-:I f t Jill 3

1 

~ ne g 1 v inc tnt.:~ sOE 11 lo• ns , t i vi OJ tnu. '·' 1., to ~t 
tne:n on tneir feet , get toe.:~ on tllE<il' :,;;, , s,lf
sup!)OI'ting . Instel>a of tne Jtot nd for th1. t !'r.llin& 
off, t.S 'lie aLd e ver y rtgr.t to :to;>c l yu::- t~O th· ~ it 
would , the tllin& is ju3t increr.slng - incre• sir.,; , the 
numbe r of these people t hd ~>r~ co ing into ~ tr:'ic~ty . 

·::e huve jus t had s ome stm;:>le 
counties l n South CE> roltna . 
f &mi l1es thLt are toere Jus t 

s tudies c:~de ~n c1,•h1. 
e ' ve got fifteen h~n~red 

stronded; chllc r en noeel 
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clothes - n~ clothes, no mone. , no ·'' y to ro to 
scllool . A no in ~nothH county t n •. r kt !lsLs - t:.rH 
countiE;S in J.rkansr s , l thou·sr nti f ::rnilies . . ner . 
seems to be - the t 1 s lll ne1. stuff. .. e •rt spending 
&~ per cent of the r.~onty th; t we• r e sptndin!: for Gr• nts , 
.ve 1 r e s pending in tne Gror t ? luinn ..:rought: re£; • 
carr ying e tremendous l o::. ... of ~roUfht Ch.S•S out trhrt. , 

.. ner« toer;, 1 s no use of Llt .tine thtm l or ns r.o v until 
tn.,y ge.t some N.ln. So '" ' ' r~ Ju~t crsrying t nose 
;eo,..le on a straicnt oole . Co;Do; of the co.mtics, 
t.J ;>trcent of all tnc far::~tr., in tnt c ;,ur.ty - I 
tn1rU£ ~n ave rr t;£ ~f tnost COU..'lt!t..; vf' c..J .Jt.. r~ent. 
of those f-.oilics in t m: count:, - f ~c:o ftmllho -
art on tn., .i:>lt. . Ju;,t ~l n ' t .• eli) it; r.o C!'O~~ .for 
ye~ors . 

'Ine illoney t n;. t .. e lu:vt h:c.- for- rch~bllitt tior. 
lot ns - .:ell, .e tu.u ~t.tlci,JI.ttu tru.t c. h.r;:~ ;».rt 
of th~;. t gr<ent loau this .. intc r uul- b~ ~ur.fln~u to 
the Greet Pl: ins t r"t, tllr t. Jrouf•lt - s trickcn a:•,,£ -
Nebras.t& , tne lh.to~ts , tr.<l :,!ont Lm . . ";:oen til< 1trst 
tning tm. t c< me D l un,; :.,.:; t bout lo countie .• in 
olisconsin ::hlcn .e mun ' t - ..... tnoue;ht tu.y ' o r.:· .<e 
it, but tlley m.ven•t; t .t •. y •ve .• tu to ucn aelp .. 1ne 
l o:.d in Nebrc sk& liEs !Jlckea U:' - the f':' n t lot.d, 
Governor ' s been j)Uttint: t g t·~tot de: 1 oz .•r.,ss~:rc • t 

·'to do thin"s tn ll<.brLSd~ tn·!. '" just J.tV(n 
on us to ·•o "t i ll <>co 1£ :.r.: let- vlnt tno3e 
n;, o the r:1oney y • • • ~ ~ • • t 
f· r lls - Ot DC/ of tn~ f• ro f• _1lit3 t.Ol~ .!> 1 o.:r·lo•· o 

• n. b 'O situ~ tion in tht t • tL te • 0\\"'\ r. vO • • • u 

io s~ppos~ tncy still nuvc so_.e, ' n~ :n ::est :n ·· ' r.s• s . 

How r bout TexE.s? 
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this Cotton Belt ~r~a . 

For inst ance, we onl) n~vt t lfo - in the oontll of 
ueceober , we only oaae 1~5 t r >nts i n tn~ ~ te t~ of 
'iexcs . 
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,lcx£naer: ~es , b uL tn~ ~r~ssure is cooing from th~ Cot t on &cl t. 
! n~;r;: or e to lot of str;.naeu f Lrc ft. ..G ili Es uo .. n ttl~r, · 
sor.tetni ng n~> s j us t got to be don~ Kitn th~m . 1\o.. ' 
,;e t v~ (;Onll Lhet a .. ith OUr lot n j) rOgr~m, b OO tnt. t l ~ 
t ne thine t h1. t .;e like to do ; I me~n t ha t ' s thl thing 
t he t 1 s g otlin& us somewhere- getting people <>n tn~ir 
feet by m .. kill!; them loLns . 

~l . • Jr : 

..:illl: 

n . ... . Jr: 

btluwin: 

. le.tt. r.der : 

E!.la;:in: 

, lex1.nde r: 

R .. I. Jr: 

No:1, .e tol l oc;.teu t ne money · v:.ilt bl e t o the countl• ~ 
on t ne bcs!s o: the need t nJ t ne ~rro JO?Ul< tion, 
etc . , wnicn me&ns tht. t .. c had in thu t p.:rtic.JlLr 
county enougn money t o CL!'r:; tnc ~ .. o;>l E tru: .. ~ .lL-. 
t. lr£t.u)' s t1.rteu up the lHtucr, plus ~ cert~in nuober 
o f ne.v l o< ns . ;,e •o t tn~ t ;,u t Just <-S e:url)< : s • e 
coulo so thcrtl 11oulcn 1 t b~ La)' uncertdnt y r.rld the 
thin~ ' could .,e t going . But t he deca r.<~ for nt .. l o1 ns 
aLS ju:;t run ~''"j with us , ~nu ::e ' r't m. vin~ ~o St / to 
tnet~ .men .. c ge t t o tne end ol' our m~nGY tht t tilH<' 
jus t 1sn 1 t a ny more money . 

Ho.v wuch ::1oncy fO>J. .;ot hft :n tnL t ~!vision':' 

,r;e nove :-. considert.blc l t.o\Jun t - h. t' s st.; , about 
~4J , J)J , vJJ . Seo;, our l o· n Strsvn i s jus t te.:tnnilljl . 

Just f or th10 loans . 

How much i'or gr~:nts? 

ole nnve ~.obout :; l J , JJJ , )JJ left for gnnts . 

1 b n . lloc· t~d by ~ounti(S , 
bu~ t his l~an 

1 
~0~~0 1~5 LC~~Ll ly be:n lor n Ed , , ~!lc ::u.n 

c:a t ttnouth 0 ml "" l o&ns 0 , ct. n ot i<E • 
.!.n the county .cno .• s n " '" 

!!e 1 s turnin& do.rn r. ll .... 
turnin& 00\.'11 e ll beyon"' ::hL t he ru; s . 

He ' s 

did Cong ress do tha t ? ;;0., LIE de tnc ~Hoc£ t 1on? 
'//ell, 
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President caae the sllocction. 

I mean aren't ther~ some counti~s nhlch m&ybe don ' t 
need it &s bEdly &S others? 

V/ell, :;e have t aKen tMt into co nsic.er&t i on in 
dividing our funds up - t v•ry car eful investig~ tion 
of the need in every county, &nu then d ivided . ..e 
ht.d a r e4uest , ro r ins~t.r.cc , for t bout ~90 , 0JJ , JJJ 
c.nd we m.d , ~11 t o l .. , &bout ('54 1 JJJ , JJJ . So we 
h;.. ve diviaed tht. t ~.<,> on tht be siz o:· need . 

ooell, :mer E' S tne s eeO loln bill tnis ]er.r, !:an? 

'lh~ t ' s tnrough . I t .. 111 b~ l. t tne Pr~;s icent !n l. 
fe1. aeys . 

l:lo .. much mon~:y to tht. t? 

Tllt.Y reo.,J;roj)ri<- t La ~nt: unt..li.,Jt:noeu b~h.m:~ of t11li 
old loan, plus cert~in r~ct:lpts . n~ bbout ~J~ , JJJ , JJJ . 

uoes th11t go to Myers? 

Xes . 

Tnr.t ~ ill ne lp, I t ake it, i n sooe ot' tn.,se r r E'ES . 

llhile it is designa ted 1 s t crop l oo.n , 
Kinds of pur;>os"s , ~ v .. n for foo~ . 

'lhe diffieulty tner .. •·•·· 

J..ven f o r fo::>a ? 

it i s fo:- Lll 

Yes . 
h • l otn is controlled 

The difficulty there , Den - t "ct pi r ticul • rly in 
l&r gel y on an ~creng~ bt~~~~t~~s thes e eople need 
s e vere arought-stric~~n ment thb t y il~ tney cun ' t 
money for capitDl e4 f, Credit nes to e s t ablish . 
~et •itnin the limits c rm ct t pr£ssun , purtlcul~rly 
That ' s where r:e gt. ~ our ~~ddle est t nO t he northern 
in some secti~ns ol th~ 
Grea t Pleins · 

d .l " f or money no•:? 
.. ell, are ,·ou n£or ,. 
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Here ' s tile situ~otion . l-or c&S•l "" are ~11 right . 

You ' r e jus t naving a little prtssure brought to 
~eiJr , are n 't yo,. , just li~<e ev~ryl;ociy dse tn 
•·«Sning t on . 

J:l u t it ' s pr e tty int~n~t . 

liell , everybody in ''tshington i s hcving the same 
thing . 

'J.ne point is , th:>ucn, our su;>trvisor :.n c certL tn 
c:>u.r.ty - nis ~ll.:>t:n .. nt of fur.v- for r-txt yetr - for 
tuis ]e:-r is ,;.5J , JJ.) . .. •. en ht; 0 Cts ~pplict.tions in 
tn t nuve been pt.ss .. u u,on b' uis locel county 
co:nmlttee - ·:e nt v"' t c~w.tl tdvisor; co=lttc~ 
t.na .. t. invt-stlgt Lt: t.nt;ir rt .·ue t.n~ see ;.uetn"'r or 
not ;:e c&n r.l& .<e t. lo•n ltn : retsoru..blE c!".uac<: 
or ht.ving it pt.id bccl<, r E.:.soru:.bl e calt.r.ce fo r nis 
ren~bilitt tion. ·:e sioy ,;,~n <le &tt up t o ~5.> , ->Jv . 
No ·. ;;e a r e g<.t ting in w~ny counties i'ive ~no six 
tim<:s tne numbu· of 1 p,:>li~: tions til·· t ''" cbn t!:.ke 
care of . J.nd na turblly our t'"ople - our su;>urviso r 
doesn ' t •:;bnt to nold t11esc ptcovle up , s;,y , "Thcrt. 
may be some lllOney lchr . 11 'l nc•· ttll thb , , "Sorry , 
.:e• ve n&a to .:los& our t.p,J lict t i ons . " 

llid you .teep ;_ny r eSt<I'V" btck, .. o::. t lloc~ tE < ny of 
your ooney? 

,,11 but 
so ouca 
region, 

bbout a ell-ion ~ol~L~~ - 3ec~~sc 
l tss · tnan , e - tll(.ll .. ts re.,uesteo 
eacn state . 

,.
00 

he&us up tnis ~>ct~otl - tl'lic _ivision? 

you cell 1 t? 

.. t · :loct.l£a 
~n t.: c;, 

"lt.xbnder: neaabili t & t l on. 

ti ... . Jr : ;;no heads tht.t up? 

.. l e xc.nuer : l.!r . Perkins . 

H •• I . Jr: Per kins . ,;ne t• s nis first rume? 

AlexLr.uer: Milo . 

,. J 1 don ' t 1mo•• ni., oo 1? 
.... . ... • r 1 
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Baldwin: 

H . 1.~ . Jr : 

·. • 
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I don't t hink so . 

Been i n t he Secretary ' s office. Happens to be out 
of town now . 

How many employees uoes ne have to do this work? 

B<oluwJ.n : I cun g ive you the fi gures . hbout 75 percent or 
our tota l employee~ tre in connection <i t h t he work 
on this reh~bilit~tion progr~m . 

Sell: Does he ma ke th1: sronts too? 

Bt.lawln: }.es . nll " ith the county office. S&:o~e =n :u.ndlcs 
both . 

!:ell: 'J.hEY' r e &11 ;mder P"rk1r.s, both lo:.ns :.n~ gnnts . 

f..lexa nder : Yes . 

cl. ..! . Jr : lfe ' ve gotten a couple col.llphlr.t~ ntrE of your 
re~ossessing on lotns • 

.hlt:::r.t.nder: Yes , I expect you got mor e . 

ll . ~ . Jr: Yes . 

~lex11nder: Yes , I expect you have . 

11 . .. Jr: 1he h ealth peoplt~ get so.:.e of tnose · 

l.lexE.nder : Yes . Yes . 

Oni t ed States Health. 

Alcxc.nder : 'Ue have done 
11 man " l oan 

some r~:posscssl~ns, b~c~usc if .c ~~e 
~nd he Eppt.r~ntly isn' l eoing to .. .. 

H. '.I . Jr : 

»lexander : 

H. :.! . Jr : 

Bulawln: 

it th&t you t f kO everythin& tway from 
But I got 
them . 

No , leave them a cow. 
that you t bke every t hing 

VIe got s eve r a l c omplaints 
away . 

1 CO•\ l>ofl') f r O!: t neCI . 
cases they ttke Ule r e ver ythi r.& ne nES • 

8 
cha t tel oortge&e on In some 

v:e have 

• 

But 
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ii . ..! . Jr : 

, lexnnder 

H. . Jr : 

. -toxt.nde; r : 

I:1 lti·llin : 

, lexLnner: 

t:t.ld vin : 

H . .. I. Jr : 

h ldwin: 

.... . Jr: 

Dt ldwin: 

Brt ldwin: 
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I' 11 tell you, g ener elly those cases , !.l r . Seen t Pry, 
~re where these people n&ve sold the crop, < nd :·.e 
n10ve a cnattel mor t g£ee, t.nd in some of the st£t es , 
in order t o recovo;r , we ll& ve t o 11-.uiaate r.iu. t ever 
we have - .. m tevtr is covertJ by the mortgage tn 
order t o do it. But the f irs t thing our ~~oplt lo~~ 
to s ee is •. betber o r rot it is possible for tn!s JJ&n 
to uo a reht.bilita tion . II' he ' s gade no effort c .. d 
.;e have ao;; vanced niro money ove r s perioa of t .. o or 
three yer. rs &nd ne ' s s-,uander"d it , sol u rl i s c ro p 
.vithout r~mitting - Ne tlt.Ve to Keep some discipline 
up . 

The ~a~nt is tnEt you people loa ned them too much 
in the-wtginning . 

Lo£ned tn~. too mucn? 

llore t ru. n he could r et Uy c10rr:· . 'l'oo oucn !!II cninuy · 

•. ell, t bout 85 pe r cent - 85 percent of t U(.i:l ~on ' t t'ind 
1t so . 

r t hinl< t ne - ol' course , those t.uvances vs ry truml!n
dously, but t hose lo~ns run tbout ~JSJ, ' J75; l n 
some CbS CS of course, .IE ;:![Je l ot.ns of t. .<tlve , 
fifte en h~dred , t va thous:na Jol l ars , in t he dt try 
section . 

.'·e •ve o•oe t. ~t on our l;.r~:er l ot ns . Best colltct1ons • 

::e•ve I!:O t '1 ,795 employees . 

Just under t en thvus9nu . 

•"ith May, l?Jb, totd of B , 5JJ . That compa 1•es " 

Ho.: much? 

IUneteen thous&nd. 
1n t111o . 

ju .. t cut our or£ ni.u tlon .. e n: ve -

On t hls pcrt1cular - you ' r e t t ll<ln& no .. !us& on .... 

1 • m t«lKing of 
percent of the 

tae wnole o rgt nizLtion . 
people . • • • 

;bout 75 
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H • • • Jr : 

Baldwin: 

Bell: 

Alexfmder: 

r-uld.vin :. 

it • • • Jr : 

-lJ -

Nineteen thousand to •••• 

To ninety- seven hundrtd, nin~ ty-eignt nunJred . 

'l'hEt ' s your tota l org~nization, not Just Perkins . 

75 per cent of t hose people •·ro on this l otn ~ond 
gnnt thing . 

'lypical county unit io t t•urtl S'-l}o.rvisor, pt 1u 
an averege of 'bout f l3:>J a )'!.H; L clt.-r.:, paid 
li D avera.;e of 1 bout ~9JJ;. ,eEr; 'na E .root:., ~ 
nowe supervisor •ho •orks with these ~eo~le in 
tnelr homes , pE1d l'D a vense of , bout ; 15JJ £ ye• r, 
&nd ~e have ~bout one of tho! .. to t•o su;.>.,rvlsors , 
genera •• y try to c»vo. r t"'o c.:>unties d to t .. t one 
r.oman who .:or.ts .:1 tn t nt:se ut:: ti tut" !'&mill": . 

306 

No .. , llhere aoes tnis sn;.re-cropver bill - ~o . ou . tO,>le 
h1 ve that? 

;,lexc.nder : Yes, .-:e neve t OL t . 

d . ... . Jr : 

r lex~ nder : 

Nor:, .mL t are rou aoing untier . . . 

1iell, we •re buying tnls y~tr rho>ut , , lJJ til , '·.JJ 
ftrms . Can• t tell e>.l city llo:. much tll~r .... 111 be . 
Ten million uolla rs L Vl il:.hle . 

• le • re oaking tt.e lo ns . 

, lcxt.nder : Jo.king the lo~em: . T.,IUints hcy th f1 ros . 

Bctl: They Ct01 t bHV th~ f~ ::":JS j h£ v.,; tO ::l' ><e Cnanged it . ...., 
toe lo~>ns . 

' leJ<snder : We make toe lot> nS. 

!ltll: 

•. lexunder : 

H . ... . Jr: 

bill wt s ctl&nged • 

r ecommends the in .. ivinc.cl 'IIle county committee 
toe f !i r ms . 

' iff ent committee? Zame committee or u e r 

na 

)JJ ounti c.s on to~ t£0ln t 
.'le OE> V e onl y o~er~ t~~cinis~retion .• as just; gont ouiy 
bill. 'Ihe cos o t 1 ev l'" cour.t ry . itt. on 
of signt . Try to open " n " ' 
ten mil lion uollLrs . 

, 

' 
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H • .l .Jr: l'lell , your &.dmln!stre tion costs mus t be nigh. 

hlexe nder: biv e percent . 

Ba ldwin: 

a . :d . Jr: 

Five percent is ll ll we• r e ullowea, of course . Our 
supervisors hPve to • • .. 

I cion 1 t d:no;; v;hether lo!r . 11 t.ll~ ce t o l e you \.h<. t the 
President S61d . He s a i d , "Ct n ' t Hopkins : t kc. ct ~e 
of some of t hese people? • 

, lt Xhnder: nell ••.. 

Sr.!doti n : i~ow , he re' s our experience on tmt . e .:or.c€a very 
car eful! _, ve ry c l ose !: , .. ito Pt. ioey s tHtta 
o ut in tnese u ro ut:h t ( !'EL.; l&.st ) eE. r , .;n.:r t .JOSt 
of o ur grants E. r ;. -ec.e , t tui -1-\lt< gnnts t :> Ebout 
tnree ilunarea tluus~o n~ f~l'it. fLmllio:s - three n.m .. r ea 
fifty tnous&na . 

H . ~ . Jr : In ' 37 . 

Bt. l dwin : I meDn they geve til etn worK . 

H . .l. Jr : G11ve t hem whut? 

bulu ::in: Guve tnem work in ' ; 7 . 

H • • • Jr : Yes . 

rL A. Jr: 

:>,, ldwin: 

n el l & S ~ :l6tt r, r of f ac t , 1n t'ece!:lb€ r ,, 
. d to c ut tnc:m off - a i uu ' t m.ve mon~) 
~~ t aec; s.:> we .. ert tti\'Cn :::vr.~L. t .~ r ... ? 

• ts We t oo>< tnosd people, .. e .ud ~ 
g~~~bo~t ! our hunJ r ea t housc nd !'t ollies 

oo hen NBS tnE.t? 

B)6, t .. t , 
E!lOI.£h t o 
t . .C- 1 t h 
i r l ::t l .:.Lu 
t:u.n. 

11J7 t na .e br ougnt 
That pe&k was r ea cned l~h!:t i-i~~res by months , but .. c 
it down - I d on' t n~ ve July . And 1t ' s bt€n <oi ng u;> 
go t down t o 56 , .)J :J 6 ~ 76 t. nd tn"n on up to U 3 ln 
s ince - oll , from 5 o 1 n l t a ttemp ting Lo re~cn t h• t 
December • No.·:' Ht rry s 
group of people . 

How m~ny ne ve you go t now? 
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!JL. l u .dn : 

H . ... . Jr : 

~>lox~nder: 

Eulli.v tn: 

H •• Jr : 

i:': lu .. 1n : 

J . . • Jr : 

, lC.xlln uer: 

;;, l1..111n: 

• lcxt nder : 

: . ... . Jr : 

l JS , JJJ on gr Lnts . 

•11 th Hopkins? 

• 

No , those are ours . 

30(; 
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No, the se a r e ours . l'le or e ct rr>ing t hese on srvnt~ . 

l:lo :: ml ny i s he tt•kint~ c~o re of? 

ue ll, ne • s t a .{ing CL r e - &; iJE: r cent of t:ncs~ ~tople 
1- r e i n our Gre&t Pl Llns, t nu ht. <10es n1 t nev .. , rur«l 
pro&r&O out ther e . 

I a e Ln !u.s Hopki ns go t l ny runl pr ogr t m? 

On, I t nirM SO.:lt , ;e.s . I t h1M soc£ people, bt.t ver y 
small numbEr . I n6v~n 1 t s 1.en tn .. figures ~n 1 t 
recen t l y, but he 1 s cbrry in~ vt~ r~ t' ~ .. r~rm .. r s on h i s 

r o lls . 

:;e • ve ,.o t tore" tO~JUStnl.l l'tmtlits nu· ~ in thr Ee 
c ount ies , J. r.<t nst.s t nu T .. xt s . Tnt!y 1ll !;Et - l55J 
Of t hoSe i l l ~t tt•«llll \..p fir~t of hbrU( I'Y t: -
b iVeU HOI' .< .>0 f l .Jv..l Cont rol _.;I'O o~ E:Ct r. l' c l llO tHti'C • 
Ther e £ r e ; r .., J.;.:t:s tn• t 1 r~ tt .tin~ so-e lf t hese 

peo;>lE ~ver . 

He ' l l ~o i t in tno-C ~r .. • •... n~r" tne re!itf loL~ 13 
suffici ent t o :a: .<e t j)r:> ject . ~ n t .. 1. G:-t. t ? lt ins 
Lrt;c.. t :teY r ~e. so h.;. ely sc:. tt.trec t!ll. t 'ttl~..., • - rll Vt.. 
t:> bring t.1e:n rro •. ;Jiles to ,;' t t .. e:; on a pr o;cc::. • 

.. e •ve oeen <:L rryir~ tne•- · .1e 1vt ~ot: c"..::-titS in. 
Uortn D~!!oU. nere , .,. .. t.ve • s ::I<IC<l ~s - ~n ~..::~~n~ 
County, :Jortn !.t.ltOtt. - 7o p•r.:ent Jl t.1e f<r 
H mili e-s in till.. t count;, t rc ~n - .. t r< e; ivlr.._ t•·•-" 
gn.nt s . 

for tnos- counti;,s ill uJ JlH.!ent • 
1. ve r c.;;e ~ 

1. ver age bO percent· 
, 5 )).) .~L ~:;: ft:nili~s , ... 11.:n 

Yes . =e •r e ct r : • • ~L 1;, • I ' J•
5

; of _3J , lJJ ,.o_l. 
r e:-r esent s E j)O,Hllt t ..... , . ' 
on 6 r~o nt: s . 

Regraded Unclassified



n . .. · . Jr : 

-13-

Well , wh&t you ,..eople are worrying about no-w 1s 
some mon t hs hence; is that wha t you 're .. orrying 
a bout? 

Baldwin: Well • •• • 

Bell : Worrying about pressure . 

Alex• nder: Vie 1 re wor rying vbout tht: pressure t ha t • s coming on 
us now f r om e very Congressman in the country . We 
just stay on the phone over there . "&by c&n ' t you 
make thes e lc.ouns?" 111ie tu. von ' t got the ooney . • 

l! . :: . Jr: I mean ~he:l e re yo u beg innin.; to run out of money? 

r.lexa nder : We a r e out of money so r ur as t nese ne .v l ot ns a r e 
concerned . 

309 

Bell: They won ' t run out of 1.c t ut. l mon..,y i f tn., Presi dent' s 
progra.n is biu uo:m . Ut l ala dov:n a progr~m .vith 
respect to Res ettleoent tne s~me as he d id wi t h 
Hopkins . 

H •.• • Jr: 

B:.ldwin: 

H. •. Jr: 

l.lext.nder : 

li.ui .Jr: 

Al ext.nder: 

J:L '.l . Jr : 

n l exander : 

I! • • • Jr: 

; lexander : 

ii • ..I . Jr: 

That will l as t t o July l. 

Tha t will h .st t o Jul. 1 i :' lie uon• t t ccept any 

more loans now. 

Nell , are people - ~o you ..cno .. of ct.st:s in !" Jrt.l c. r et s 

~,·nere peopl e a r e ru. U y st~.. rvin.g no.v? 

There is hunge r . 

'l:nere is? 
Here yo u are _ L 5JJ fL~lies in ei ght 

Oh y~s . 1 5 th Ct-rol!n~; 9J po; rcent of t.l~lll 11 ve 
coun.ies n ou try. "J '"t·cent of tna li r e net ds ...• 
in tne open coun , 7 r 

Living in open country? No roofs? 

In scattered r~rllls outs ide of the villege . 

Qh. Wne.t a runny t e rm. 

Tnat• s the t ecnnictl ter~ , sir . 

On , far~ f or :5 ytLr s , 
I've livea o 

but I tl£ Vcn 't ~• 1d 
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I 1 ve 11 veo. in open count ry . 

h1ex~nder : rlural district . 

H .~ . Jr : Is tiu t 1/nbt t1tbY s~oy up i n Ne.1 J'r:n.~· ·'-l~r~ ; ou 
c ome from? ~on 1 t y~u co~e fr~~ !:e~ Jersey? 

/..,.,x:.. nJ~r: tl.:>, sl.:- , ,; ~, ... ~ fr.:>J Oe..>rL l · 

~uli : t!" -OcS!l1 t ll~c :;~ .. Jcr.;t::; . 

t! . - . Jr: :.l:JJt bt < S.Jt.t.1e:-n t .. r .• . 

l.l ... ~&noer: .• ;>, .~ •• ~s · t-..r.::l utV\.l .JiJt.t.: ':>J t:.lt :ot;_-:t~.,; ;,1ft 
~~~s:.>~ic_ t:..>n . 

31C 

l:lcld .• ln: ••El.i , tel_ : ..JIJ • t •. t ... ~., . • ~ => iEt..i.n_-1:-: l•t t tc·~ 
.. e,J~le tntt liv~ in.~: lL v!l!:~~~ 

B. I. Jr : ,.11 J•igot , it; ' ~ 1 triVi' ~ "h~r~ J:>: ou (c t 
-~.1::1 tO ••• , • • 

J<lE xt nacr : Ko.: , t.le~ ' r " 1bl~; t.J tiv. tne.n ~l.:>th~s , tut tlllj 1n 
not t.b le t o c:lv~..: t.1"'.:J t.r'l.J 1 :>OIJ. • 

• -1 • • • Jr : 

J lexu:.-et· : 

d • . • Jr : 

··ell, it o.oesn•t sty . •. . 

I tn!ru< :.rou wil:l~ st-. t..nl s 1 ~.~r . f- h. ~ r..::er. E 
n! ve :>r-t.ctic:.l.L.i Lt .... r : f':- ~ !.':in_ ~·r- " .it! 1:. 
En:i . l:.ce cx~t~ t.. t .. -.. r l• .. t -..e.::t~:>n, ....:l-rs'" t. .• ~: 
• :. v~ 30.!le c~ t: s tr 1:>:1e . 

I tell you .a~ t 
~ive ::1~ '" ao ... cn 
I :n&un ••• 

.:.1 r:.cc -

J.lcxc.naer: .. ner& tne:-e ls 

H J · .. ntr e t .oer" i s .JL;tress . 
• "" !' · 

.i •• Jr: 
; n.. t.l a I 1 ll .-1.:.< 
11; .. >~'-~ ·_s1s ~tr.~

;, i t..t ., ..... : .r • .> ...... t:to 
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LD~ coop~ration . 

··~~xund~r : nll rigbt . 

d . ... . Jr : Hub? 

-15-

3t..l.d.iin : ~! r . Secret a ry , I uon • t tn irw: til: t re~eches tnis 
problem tn~e t l.ntSE .::o~ressrn«n t: 1.< t bout . They 
a ren ' t t olAin& ; bout p~ople l.n1 t Lre hungr y . 

n . - . Jr : ••ell , I am. 

,tjt<la•.l.n: I .m.> •. tnLt 0s XtlLI. , J~o~ 1 :-, into. r t:S t«o in. 

:L - . Jr : !' :~.,,n I 1 J.l ju.; t tlll"n oy~o.lf insi ae out: if y .u ct.n 
l.ell ::~e .ncr« ,...,o,>lt: d l"<. tl..tl~ ry . So ~11 - :Jr . !;ell. 
.. e •ll find you tm, :nont y . 

3ll 

Baldwin: ~nnhly, I uon ' t t nin.< , o ll1ll I inu m& ny uunery ,>~oJ)le . 
~o )OU 1 Lr . Alcxunue r ? 

1-lexLnJ.;r: 'i~:s , I tuirv. you vtill . 

:Ouldol'in : 

t. lcxlln~o~er : t:o, oo..r co:n,>l ait t is - tao. r '-' • r t. 'nocn~r cltss of 
pcopl" tnt· t ~o rt: c.uit., : bov" tht t . You s 6., , !otr• . <.

1 vt 
got -:5J , )JJ .. .. e ct..n tL-d:t. c· :"E of~;> ... t!".,:. of t.us& 
r c,,, bilit~ti')~o loo:.nJ; b~t t.tEr" ' s " gr e£ t nu .btr of 
peo,>le o;;t t.tEre in l.nt t ::1~ u., ~.>.,;nt.y t:l <. t s i::,> l) cLn1 t 
l~t ::::>ne-y to -:l,.)V'- t:lt;1r cr-..,,.s t1:1 .... o -.>:: .• 1 ~n t.Jt lr 
ft.!":O . 

H • ..o . Jr : 

A lext.nder : 

H •.•• Jr : 

Tilt. t • s somo,tllln..: <~ii't'er.:nt . I ' m 's dni' . :>u :or " 
ao:.:en c uses in ~ c!.>zcn .. 11'!'e r en t s t • t <'s , • s ~' n) 
~s you • v~: got, 'Vit.1n r Et ~->n , .lt r < . e.,,l~ ere 
nunt;ry . 

~>r e in nee::~ , in ·~: .. nt . 

:ies . 

l)f cow·se o ur instructivns to t ilE: !'ielu r i t:••t. no. · 
a r e t o -o ' , ne~u ,.0a :;penu t ne tJ;>Dtj' Gnert •. e'l'firu: 
l!ungry ~eo)lle , rt,;& rvlc:~~ • .... n , ,. run out . OL t s 
on our gr~nt ;eopl~. . 
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H • .J . Jr: I ' m us.ting for c&ses .. u ... r c tn.:re ;.re people ..,ho 
Lr e nungry o r in .••• 

J l e xt nder : .• i tnout clothes or a11:1d icu l c~or" . 

d •• LJr : :Jedical c&.r~ -·r can get th~ t f r om Ur . Parr~n - I 
mel.n discuss the medictl c ure . Mrs . Roosevel t e nd 
:Jrs . :.!or g .mtnc.u 1<-l•~ to b county outside of 
""xingt on the re - I Joer.n, .. ltnout medic~l c Lr e i s -
I .mo.. . .1e r .; t ... o.;o; 1. r t • 

R. 'A. Jr: 

B,;ll : 

tl . J . Jr : 

~ lt..XI. naer : 

}i • •• • Jr : 

'ltiXI..nder: 

Baldwin: 

<>ell: 

•. r e .. e still co. rrrin& on L pro,;rao in tlortb t:nd 
Souto Dt..tot &? 

On yes . Ti:lr. t 1 s on. of tn" finest t ninss ••e ' r~: doiny . 
1h c r e i s , of course ..••• 

No.1 , the rti is t cbse, if yo~o~ .!on • t oind oy stying -
1 t' s only rzy const~. nt ;or.tlnr , .• or Kin;; , ·::or t<ing 
v.,rson~;lly by :rnich w ~; ,;c. r " ev.:r ~o.b le t o ge t. tht t 
.. ort.l and Soutb DLltott. taint; tnrough. Tllf t

1 
3 ri ~,Ht, 

uan'? 

YihL t I S thet? 

'ltu.t joint thin;; .vith Dr . P1.rnn . I m:ver nr. ve S~>id 
it, but .e ju~t :ori<eJ tnu .;orkcd e nd .;or kea , ; lugged 
n .~uy &t t hE. t tiling , juat to ge t tm. t tnine for Dr . 
P~orrun . You .mo .. , t;tls joint t iling . 

But I 1 a lid:e to .mo.1, r .> ! ~.: . , .:t.ert t <.E .'·tople ~o r~: 
in re~l r.eea . 

, ,11 r i!lnt, s ir. 

J.n" then 11' ~ Ju ' 11 t ~ll us tn> t , I •a like to send 
sooebody out . 

nll rignt . 
I 'Nf s t niru<1ng Lbout NeN ~J~;xico , t; r . I .n s out the re 
not lO!li: £go , <nu \.nose Spt nlsh .t.~crh:tns - ntv<Jr . 
seen ~nythinL 11K .. tnt s i tb tulon •n tn· t • tt t b . l'er
hE.ps they s r £ .o .noru nungry tm.n tn,;y n .. ve been for 
the l~st f ive or six ytLr~ , but lt1s r eLl l' ttro~lous. 

This ;>r essure ; . u • rt 6ettill6 n-om tat :!ill • · • · 
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.. e • re getting t ne pressure 

~·or grant s or lo~ns? 

. . . f or loa ns • 

31 3 

Al<:xander : 'lhe pr essur e we are getting is fo r l o•ns . 

il. 'L J r: Nol'l, ;ou ~oro; closely Nit b. St e ve G ~.tr ::ood . 

B: ldNin: Vh yes , v er;; c l osely . 
excc~ted ~n "sr~e~ent 
~~rt of tn~ ~eek ••.. 

•·3 1. matter o f f act, .~e 
::itn Ft r:n Credit the l a t ter 

'lext.nder: I l.i.;r.eu it to:.ity . 

Bala•in: ~;ia ~ou si;;n it t oJul y'! 

l..lexcnder: Y ~::s . 

81 lu .. ln: I t hougnt it >ILS s i ._nt:u ;;, turauy • 

n . .. i .J~: 

. . • • to pr e vent cny .. upllc< Uon bet::een :,h: t they ' re 
uoing ~ na whtt w.: •ra dolng . lie m.u tne "'me ecrt~t~ment 
l~.tst .e&r, <.ml .r: nr.u no Lr ouble r t a lJ. . 

He ' s a gentle~~.n . 

, lextnuer : Yes • 

l.i . J. Jr : 

.. ell , tne Jr.,ss .. rt: tnt l •• ill .;or.llnuto .:o co •• .s is on 
t nest: locnS . !io .. , in !kbr .i4L1 t~ttse fc!lo .. s Sf J 
till 1: wtiess t•loJSf. . .,n c: n bt. t.ssureo tn: t t:~ey ct n 
ge t loans to mov1. tncir .::r ops, tn~:; • re going to r.ove 
off ~na let.ve tnc ftrm . Con~!uertble r~ount of 
"bt.ndonnent or' f< rills now. '"hcsc f £ rcers 1: rt: just 
.mi ,.>ped, begting for 110rt. 111.:lnt.y to IDf k e t tl•'!! l ot ns 
ro r t .... ir crops . 

I t ell 1 ou nhEt you do . 
Se~o ;;ht t .ciru.l or rej)O<'t 
or ten days • •d liku tu 

I •m ts~ing fo r thi s , 
~t g~t , Lnd tnan in & 
se~ you again. Ho• ' s 

see? 
week 
the. t ? 

Alexander: !Ill right , sir . 

U. J. Jr : I wef.n I c6n ' t - I 1 u b~o: .norc tn.-n plec.sed, unti l Ne 
cc..n s ee :;aere .. t; b.r~;. 1 t.o ~1t uo.;n r r.d - st;- , (.; v~_. r) 
ten at:· :; , •1 th , -'U ,>C..);Jle . 
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hle:xt..n<.ler : 

B~Jldwin : 

J.lext,nd.er : 

d . :. . Jr: 

Baldwin: 

-13-

hll right , that ' s fine . 

l.!r. Secret a ry, liE. hLven1 t me.nt ioned tnis mi gr t t.ory 
lt bor s1 t ua tion in CL llforni~> . Th~J t • s ••• 

Tmt •s anoth<.r o ne . 

J. na t 1 s < very .nean one . Out t her e 1ve a re mL king 
some grant s . No :1 , 11e &r ,; t- ctut lly running int o 
trouble .~i t u tnt: s t t. 1.<. of Ctiifornia beet. use we 

314 

&re ma.d:ing gr~snts . Tht:y uon ' t ;.~ont us to .n& l<e t.lt.tl . 

uo they ;ant totem to &t. t o~;.t? 

.. ant t:\<.::1 to ;;et out . h nunar ed t:1::ms~na c~o::~e out 
l&st yeEr . 

A lt.:x~ nder : 'I h er e 1 s no.:her e t' :>r tll"~ to go . 

BulUNin : 

!f •.• • Jr: 

.t~le:xanaor : 

II . .. Jr: 

1- l~xunder : 

H ••. t. Jr : 

h lexe nder : 

H • .. • Jr : 

.. e •r e doing evo..rJ t.u ing .... ct..n f or t ne:n . LSttblis hed 
& nu.1ber of C!.lllj)S . But if t hl t cona ition contlnut s , 
It< .<no:~ , n c. t it ,oulu cost; cost to .ulllion, l'iv" 

•IW10rea t.r1ousr.nd t.lollu rs t o l ooK .- fttr t hose !)t:ople 
out tnertt . T:1ey • r e cu .. 1j)in._ b; r ot ds iut:s , t r en • t 
c;etting _eulct l a t tt.nt.l on; caU .Jr en art suffer ing , 
~;nd :.10.0:, of thtm h i' '-' v~r:; •lun;; r y . Gtlifornlt. .111 
no t t a ke ClO r e ol' t ne .• 1, :1 t .• vu.;h tr:ty il~ ve r l c r ge 
relief progr ac . 

hnytning tht t ,ou 1V£ so t - I ' ve dor.e Sv-Ct.ll.l'.f lse 
b<.si .... es be Secr..-tt. ry ¢1' t . 1 .. ~ r et.st.ry ~n ~· li:'e 1 •• J -
I .1ec n I .tt:v ... UL~ socl &l wvr.<. ls . Inti I'c u1.<int 
y ou - I ~esn ~ 1v~ ~e tnt. .orst ~ot. 1 ve got . 

All right • 

No .• , let' s see no .. bt.~ 1L is . 

Hl rignt . 

l.ht. t? 

All r ignt . 

r.e t ae see t.le ttors t y:>u1 v~ got, e nd t.1en, 1!' you 
.:~on ' t min:~ ~e ' 11 S< nd s.>.1ebod:! our sel ves Nith !'O , 
openly ~on/ t.bo:>vtboa r a , tn• oo;~:· 11e <.1 -'&:f S ·•or.< . 
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nlexander : 

!l • .II . Jr : 

Alexander: 

Btt id.v.Ln: 

bell : 

.~ . . Jr: 

1.lex::.nder : 

H . ... . Jr : 
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All rignt . 

See? 

It • s all right. Jlo.r, the pr essure thet you ' re getting 
is, n~uever , from this lot~n thint; in Jlebrvska . 

?le ' ve got a joint :ncmot•onuu:a, I understa:1d . 

) es; I got 1t here no .. . 

.. ell , I ;,&.nt " cnLnce to tulk it ovtr .:itn :.lr . Bel l. 
.. e dian 1 t .mo.; Just .. nat this is . 

All rigat, sir. 

You ' re intcresteo ln tnlt tnin.o th~t I s~:nt ove r tnu~? 

nl<.xanaer : les , our bo~·s ~>re ·or.dnu on tilt t . 

H . • • Jr : And they ' ll n~ve ,; itnin r r!.LSot .<bl e •iJie a repor t ? 

( /.l..xonder : Yes , s.i. r. 

rt . J . Jr: Tncy cert r.inly ;nt .cc t l1 ttl.. "'oney < o a lon!. •:a;, , 
oon •t tney? 

Alex~nder : Yes . .e •ve go t one of our engineers out tnc:-e 
l ooking ._ t 1t. 

H. ~ . Jr: I so.; tne report - ~toL<Itiful. 

';.m .. .A rou for c o::tln~ ovtr . · 
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PAJW>HRAU or TILKORAK un 

'1'0: l.aer1oan •baeey, Parle, :rranoe 

Dl.'l'l: January 31, 1938, 10 a.a. 

10.: 52 

FOR COOBJWI FROM THE SECRETARY OF Tim TRUBURT. 

Reference ie aade to your telegru Jo. 160 of 

January 29. 

With regard to the reference to the Tripartite Agree

aent and France whi ch wae reported to Rueff by the French 
, 

Financial Attache to the United Statee, this wae giTen to 

316 

the press only as background i nforaation. Jo direct etate

aent or interTiew was giTen. In Tiew of this Secretary 

Morgenthau does not wish his name t o be used in connection 

with the report of the French Financial Attache. 

HULL 
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Storttnry of St~tE, 

'.'iashlngton, 

'f RUS~. 
78 , J~nu~ry 31, 6 p. m. 

GRAY 

London 

DatEd January 31 , 1938 

REO I d l : 50 p. m. 
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FOR THE SECRET/.RY OF TilE TREASURY FROM BUTTERWORTH, 

REturnEd frr.m Par i s this EVEning, 

In thE cours E of my t nlks r~ith Cochran whi ch wErE 

vEry hElpful and informativE hE t old mt of his i nt t r 

vi~ with Marchand£~~ rEportEd in his tElEgrrum of J anuary 

26, :un I authorilltd to pass on tht gmtro.l. substancE of 

this oonvtrsation t o Phillips with whom I havE an op

pcintmrnt , modE by him l ost w££k, f or noon t omorrowt 

JOHNSOII 

HPD : 
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PARtiAL PARJ.PHRASI Of TELZG!Wl RI:CIIVJ:D 

FROM: Ameri can lmbaeay, Paris, France 

DATI: January :n, 1938, 4 p.m. 

JlO.: 163 

FROM COCHRAN 

318 

Feature of :furopean exchange t rading today 1s weaken

ing of dollar against sterling. Swiss are reported heavy 

sellers of dollars and purchasers of gold on London market • 
one custoaer alone selling today one and one half million 

dollars. Belga weakening with dollar is at gold export 

point with London . 

French control began offering sterl ing at 15a.e? when 

banks opened this morning and brought rate down to 152.55. 

By 3:30 P•=· rate had moved back to l Sa .gs where control 

was giving some sterling on a quiet and steady market. 

Forward !rano somewhat strained and discounts lower. 

Today' a improvement baa followed: (One) American 

Treasury press conference on France and tripartite, whioh 

continues to r eceive favorable comment !rom French editors. 

(Tlro) Vigorous po11oy of French control on Friday enning 

a nd Saturday morning. (Three) Chaut.-ps stat ement denying 

plan to seek plenary financial powers or to go against 

tripartite underwriter s. (See •Y 161, January 31, 11 a.m. ) 

(Four) Proepeot of Minister of Finance Marcbandeau ghiDC 

a 
1
tatement along similar linea over radio at b ?:30 tonight. 

Further exchange upset should be po1tponed by the !act 

that par lia .. ntary vote on the labor code the latter end 
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of this wssl: 8Jid tb&t the BaDl: of rrance statement this 

Thura4ay will ehow no gold loll. Rentes on the other 

h and are lower today. The Algerian loan which opened on 

the ele.enth of January with twenty francs co .. ieeion per 

thousand franc bond is today selling with a forty :trano 

commiseion with difficulty. Oontaots o:t mine in the 

lU.niatry of finance expeot tb&t this loan will be closed 

on Wednesday. They beliBTe it will shortly be followed by 

a Credit rational operation. 

BULLITT. 

U:Lft 
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TELEGRAM SENT 

LMS 
GRAY 

January 31, 1938 

4 p . m. 
AM EMBASSY 

LONDOII (ENGLAIID) 

38. 

FOR Bt1I'TER"''Oa'l'H FRO~' TI!E SC:CRETARY OF THE TREASURY . 

Your No , 78, January 31, 6 p , m, 

YEs . 

EA : FL : L111il 

HULL 
( FL) 

32C 
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