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CIUJIESE EliBJ.SSY 
WASH Ili C TOJ 

! EXT OF A 'f! LBGRU PROa HI S BXCELLI!JICY 
OR. a. H. JCOIIC, PR!SIDEII! OF !liE BUCUTIVE YU.U, 

DAT!D CUUHCUIIG, !IOYSliB!K 9 , 19J8. 

ltindly tnnaa1t the f ollowtng aesaage t'roa the Gen eral11-

a1ao to the President, wh ich haa -r hearty concurrence• 

• r greatly apprecia te your friendly tntereat snd 

effor t end t hose o r ~ecret ~> ry I!Ull nnd Secr etary Uor gen­

t h au as aani !eat cd 1n whet you haTe done ror 'Ill country 

and especially i n what you are do In& at a t1a~e when t he 

t'ste or ~ country ia regarded by lkept ic obserTer• &I 

a lready beyond hope. I especially appreciate t he lc1nd 

efforts of your Govern~~ent 1n t he lil Ter purcha1e, 1n 

the proposed loan, and 1n the ao1t recent stand on t h e 

tline-Po.-er Tr eaty • 

.You aay be interest ed t o know t hat, in ~ addre11 

t o the nation on October J l•t, I h• Ye •tressed t he f ol ­

l owing potntaJ that Ch tna will c ontinue her policy or 

prolonged na tion-wide resistbnce till we clln obtain 

ailihry ini tit;t he in t h e war; tblt we can only win 

f1Jial Yictory t h rough greeteat bar dlhip I Dd laCrifiCeJ 

t ha t this •ar ia •reTol utionary war fare• whereto t he 

l p1r1t or the peopl e will ult1aot ely win out, w1toe11 

the war1 o r A• erican Independence, lrench and Ruu1an 

Revolutiolla, 

1 . 

• 
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BeYOlut1ona, aD4 !urkiab ._.olpaUGDJ that Cbtaa'a 

•in baae of ,. .. 18tmce 18 the Yaat hinterlaad, ID4 

t~ put aixtee -tba of rea18t&Dce baa aucceeded 

1n retard in& t~ weatwarcl e4'falloe of the ..... , tbu1 

eabUnc ua to de•elop coasmlcat10D1 and re110•e aoM 

induatr1 .. thither, and concetrate weapona t o wear down 

the in1'ader J &Dd l11tly, that now tbe war 18 reall7 

•li&CloD-w1c1e• and the enei!IY drcnm to the interior, both 

tiM and IIOCI'IPb7 are f a 'forable to CbiJUl t I 11cte. 

etou •7 alao be interested t o llnow that thb pcl1C)' 

waa IIDIDS.OIII~ ado01ted b7 the People1a Political CoUDCU 

at ita 6econd SeaaloD. 

IIJ:ou a&lt b&Ye read ot reporta of peace IIO'fea md 

peace talka iJl China. OD the qu .. t10ft of peace, I wbh 

t o a .. ure you, llr. Prea1det, that, whUe Japan U. 

ind~cated •-e wllliJlcneaa to talk peace, aDd wbUe our 

people are peace-lo•1Dc and would not be unrea1onable 

regard1n& peace, peace ia t..poaa1ble li11Pl7 beca11ae 

China C&DDot pcaa1bl1' UDdertake to n ecotlate tor peaoe 

111 laac u Japan 1Da1ata IIPOft •direct 4eal1Dcl! with Cbtaa 

without the c ood o fflcea of fr1e411' pcwer1 iD wboa we oaa 

tna(,- wblch, ot courae, aeen• a ,..ee to M 41a\ated 11r 
Japan. .u loac •• Japan do .. not r·u...,.Ddc-•tall7 repel 

&Dd reY18e her pclS.C,., Cbina ba1 no alteraaU.•e but 

caatiaue her atruccle for her rl&bt to 11Ye &D4 4e'fllop 

wltboQt 
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wltbou\ extaraal lD\artartDoa. 

•I •• deap~ Sa\u .. \ed 1D JOill' Go•-' • a neeD\ 

protaat to !oiiiJo en taa quaat~ ot tba OpeD Door Ja \be 

Cb1Daaa tarl'l\OrJ now UDdal' allltuJ occapa\1oa bf Ja,.a. 

The pl' .. tD\ wal' 1n Chma baa .,,, aloqatD\~ Yladloatad 

the .Udoa ot t.be tathara ot the OpeD Door PoUOJ an4 \.ba 

•tna-Powar treat)' that 8.ll 1ndepeodeot Md IIOderalaad Chtlla 

1a the 011}7 stable and ettect1•• MaD& to !leap the Door 

or China opeD to all nat1ooa. • 

\ 

• 

3 -

Regraded Uclassified



: 

Archie 
Lochhead : 

Operator : 

·Overseas 
Operator: 

Lochhead: 

B. Merle 
Cochran: 

Lochhead: 

C: 

Lochhead: 

Lochhead: 

C: 

Lochhead: 

C: 

Lochhead: 

Lochhead: 

C: 

Hello. 

lllr . Cochran. 

-
Wednesday 
November 9 , 
9 148 a . m. 

1938 

(Speaking to Overseas Operator: Ur. Lochhead 
is on the line . ) 

Thank you. Hello, Mr. Lochhead. 

Yes. Mr. Lochhead speaking, 

Hello . 

Good 1110rn ing, Merle. 

How are you? 

Ve-ry well , thank you. 

Oh, Archie, d i d Heney speak to you yesterday 
afternoon after I talked with him? 

Ah - No . Did you speak t o him in the afternoon 
after the 1110rn ing call? 

No . No. It was morning wi th you. 

Well I heard a part of the morning call from · 
which I understood that there was nothing going 
on at the time . In other words , didn't they tel l 
you that they were interested in ah - exchanging 
tax - Hello - exchanging tax information? 

Yes . That 's it . 

And that ' s the only thing they had mentioned to 
you. 

Yes . 

Well now, I haven ' t beard anything more and the 
Secretary is on hi s way down from New York and 
won ' t be here I don't think until after eleven. 

I see . Well, the point i s just this. You recall 
he asked me to call him back at nine this morning 
whatever I bad . 

• 

4 

Regraded Uclassified



: 

Lochhead: 

C: 

Lochhead: 

C: 

Lochh-:ad : 

C: 

Lol:hbead: 

C: 

Lochhead: 

C: 

Lochhead: 

- 2 -

Yes. 

And so I - I was over seeing our fr i end just 
at that time so I couldn't call but I thought 
I'd better let you know a little bi t now, 

Right. 

Yesterday after I telephoned him, you see1 then 
I talked with the messenger a while - sort of 
exch81'lllng views. Then last night at 8 o ' clock 
the red haired fellow called for me and took me 
over to see his chief. Hello. 

Yes . 

And he read a draft message to ~ people on this 
t hing. 

Yes . 

5 

You see I've been wanting something definite. \ 
And the message in substance - wel l , I - I -
l et me go a little further . I asked two questions . 
I said, •Are you giving me this document or am I 
to take it down or make notes?" And I said, 
nprincipally,aince I •ve talked originally here with 
number one and had a - · - - and then a messenger 
came who had talked with both number one and number 
two in 1111 nat i ve land. Am I t o say that this 1s a 
joint reply f rom one and two?" And number two said, 
"Well I talked With nu.mber one about this this 
morning, but," he sa id, •tomorrow I will be able to 
tell you that this is a j oint reply . " And he said, 
"I'll put it in writing." See? 

Yes . 

And I was to be called today, at least, and ther 
sai d they would also get 1n touch with t he 
messenger - they wanted to see hi m again. He 
wasn' t wi th me, you see, then. And the reply as 
read was still rough - i t was 1n a draft. But 
i t was about what I told the Secretary earlier. 
That i s , interested 1n negotiating an addendum, 
see? 

Yes . That ':a the same thing you spoke of yesterday 
morning. 
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Yes . He sa~d the other is not compatible with 
their program. 

I see . 

And now, after I - and then when I just asked 
these questions which I thought especially the 
second was appropriate - don ' t you? 

Three minutes. 

Hello. 

Hello. 

I didn 't just get that last inquUy . 

I say, I asked only the two quest i ons . One about 
wriUng th~ down or in writing or submitting it 
to me orally, or what. 

Yes . 

s 

And the second one about - is it a reply from both 
of the men. I mean I thought that was -

Yes. 

in cllcumstances, don't you? 

Yes . I think i t was proper to ask him that much. 

Yes. Well , then ab - then I'm to be called back 
today . And after talking with them the messenger 
and I had a long visit last night , And they called 
h~m in th~ morning, that is, the redhead called 
him in and went over the - got a little more back­
ground from him on the whole thing . Then they 
called me over at one o 'clock along with the 
messenger and we just saw the redhead then. And 
he scowled quite a bit and be ~anted to reaffllm 
bow much be appreciated this and - feel around a 
little bit more. And I - I insisted on it - they -
they ' ve got to tell us what. they want - U anything. 
And so they're go ing to have another consultation 
this afternoon - they ' re going to call - I 111 to 
call at tour thllty to see when I 'm to go over to 
see t h em again. But it '11 probably be late in the 
eveo1Dg , that ~ 6 or 7 o ' clock. 

At 6 or 7 o'clock Paris time? 
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Yes . I mean, they ' re - they ' re - I' m to 
call t here - telephone at 4: 30 t o ~ fri end 
to see when they ' re going to be ready to g ive 
me something fur t her. 

Yes . Wel l nowi I presume after you ' ve had t hat 
talk that you ' 1 call t he Secretary again . 

Vlell, I won ' t phone him until after they 've call ed 
me over . 

Oh, that' s -
you over and 
mind -

that' s right . After they ' ve called 
told you what they have on their 

Yeah. 

- t hen you 111 call the Secretary and give hi.m the 
results? 

That ' s right . But so f a r the call at 4 : 30 
woul d just be t o see whether they ' re going t o 
see me l a t er - to f ix an hour. 

That' s right. 

But i t ' s likely tha t it'll be a round 6 or 7 or 8 . 

That ' s r i ght . Viell, that would g i ve you plenty 
of t i me t o call herethis afternoon . 

Yes . 

All right , then, Merle . Thank you a lot . 
let the Secre t ary/ as soon as he come s in 
to t his. know 

And I'll 
in r egard 

You - you see the propos it i on as i t i s . I mean 
the redhead says that i f these t hings had come 
three days earl i er they ' d have been put in. 

I see . 

Before the ot her gentleman left . 

Well. 

Anyway, they may try to - to want part or i t or 
they may want us t o sound out our neighbors - I'm 
not just sure or what, but -

1 

' 
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Well , the ·main thing i s they have to come across 
and gi ve us something definite that we can work 
on . 

That I insisted last ni&ht - ah - and they gave 
me that, you see. 

Yes. 

And then I want ed even more and I said, ~Is this 
a reply from the two?" Because I don't think 

I consider - I'd consider it definite i f I were 
not convinced of that, do you? 

I don 1 t think there ' s anything definite yet. 

Well, but I mean, even that thing - if I Just had 
it from number two it would not have satisfied 
ah - our chief. 

Oh, no . No. ~batever you have must be official 
and not Just a personal opinion as far as I can 
see. 

And has to include the top man over here. 

That ' s right. 
repres ent the 
of them. 

That 1 s right . 

That ' s right. 

It must be the top man and it mst 
opinion of not only the one but both 

But t hat 1 s the only thing I insi sted on last night . 
I didn ' t insist that it be in writing at all . 

No. But you do insist though that it represent 
both of their opinions. 

That 1 s right . That ' s the only thing I insisted on. 

All right , then, Merle. Well then, we ' ll wait to 
hear from you again then. 

All right . There's no use calling me because I ' ll 
be dr i fting around. 

No. We'll wai t - •we ' l l wai t to hear ! rom you. 

8 
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Yes . But I - I ' l l put 1n a ca11 or some sort . 
tonight - •natever I have . 

A.ll right. Thank you~ llerle . 

Thank you, Archie. 

Goodbye. 

Goodbye. 

9 
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GROUP IIEE'l'IBG 

Present: llr. Oliphant 
llr. Gaston 
Jlr, Baas 
llr. Duffield 
Jlr, Banes 
11r. Gibbons 
llr. Lochhead 
Jlr, Wbite 
Jlr, Bell 
llr. lloReynolds 
lliss Chauncey 

Kovamber 9, 1938. 
11:45 A. II. 

H,M,Jr: I lllis sed ,.y train tor the tirst tiae in six 
years last night. 

Gaston: Oh, you really missed it, huh? 

H.M.Jr: I missed it by three minutes. Io one told me 
what time the train lett. I didn' t want to 
leave Governor Lehman until we knew he was 
elected. 

McReynolds: He bad a pretty close squeeze . 

!0 

H,M,Jr: Hello, Steve (llr . Gibbons comes in) , congratula­
tions, 

Gibbons: Congratulations on Mew York. 

(llr. Hanes comes in) 

H,M,Jr: 

Banes: 

H.M.Jr: 

Gaston: 

B.II • .Tr: 

Hello, Jobn, 

Good morning. 

We stopped in at the lew Yorlt Tiaes, but it was -
the at.oapbere was so UDtriendly I couldn't talta 
it, Rerun. 

It was, bub? 

Glowing with the Republican sweep ot the countrr. 
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Oliphant I 

B.ll. J'r: 

Oliphant: 

H.loi • .Tr: 
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Who'd you see in there, J'aaes? 

Bo, it was up in Artbur Sultzberger•s suite -
a lot ot - well, I didn't - all, practically 
Anti-New Dealers , 

(llr. Oli phant comes in.) 

Hello Herman. How a.re you? You look happy, 

Yes, I aa tine. 

11 

)(rs, Ross called me this morning; her state went 
Republican and abe just simply couldn' t belie?& 
it. 

Well, she loses her job, doesn' t she? We don ' t 
want any Republicans around here. 

She lost her state . 

Don't you know about llrs. Ross? John, you've 
got to get initiated . llrs . Ross comes from a 
state where men are men and women are Governors . 

(llr. Bell comes in.) 

I was just as~ what state that was. 

Huh, and there are a few more; it you don' t know 
them, one ot the boys can take you outside and 
tell you. (Laughter) 

Herman, I ha?e here a letter trom Harold Ickes 
which I aa going to acknowledge - a copy tor you -
in which be gives me a l i st or tour different 
attorneys . 

Uh huh, I 've been working on tba t problem. 

Rave you ever beard or Bayes )(cKlnney? 

No. 

You have not? 1Jtrn.y1 I'll gi?e you that copy. 
And George, here is a letter to Allan Pope. I 
asked :rou to send some fellow up there about t wo 
weeks ago. 
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Oh, I know you did; that'• one on ae . 

What happened? 

I made a note ot it but I must have slipped; I 
remember you called me. 

I called you. He ' s got five or six hundred 
charts which are avai1able to ua . 

They are in New York City, you say? 

(To Miss Chauncey) Give Baas a copy ot that . 
Remember, George? 

! ! 

Yes, that ' s one on me; I don•t know how I slipped; 
I wrote it down. 

And you fellows - I'll see that you get a copy -
well, supposing I reed it, and then let Upham see 
this; there's only one thing in here ot any 
significance; you can make notes. This is tro• \ 
A. P. to Karvin Kcintyre. This is a r ather 
r emarkable sentence which I don't get the ~ig­
niticance ot, but which you fellows who are fol­
l owing, might. This is November 1 . 

wyou will doubtless recall ~ stating to you 
that I did not sign the directors ' letter and 
I am therefore tree to act on ~ own and 
independently ot tll& bank.w 

Who 1S that from? 

G1ann1n1 . 

wyou will doubtless recall my stating to you that I 
did not sign the directors' letter and I am therefore 
tree to act on my own and independently of the bank. " 

(Looking at Kr. Oliphant. ) HUh? 

I don't see that one. 

HUh? 

I don't see that one. 
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I don't kDow. Well, anyway- copy to Preston 
Delano. But that is the only thing. 

!3 

And Mac, here is a letter trom Isador Lubin, 
drawing rq attention to this seven hund.red titty­
tive thousand yards ot woolen fabrics soing out 
on the risins markets now. Did you ever set up 
that Committee, as I asked you to? 

(Silence) 

No. Jmyway1 thank him1 and say that Mr. llcReynolds 
will sive it his usual prompt and full attention. 

(Laushter) 

llcReynolds: There is a eommittee working on that stutr, but 
ther e is ••• . 

H.II.J'r: That ' s a sood Committee . 

llcReynolds: But there is - the things or that kind are things 
that are controlled by W. P. A. in the Procurement. 

H.M.Jr: No, this is armament - armament. We were soing 
to set up a little informal committee, with Lubin's 
help, and Procurement, that when things are soins 
up very rapidly we would try to postpone the 
orders and when things are soing down we'd try 
t o have an accumulation or textiles, cotton, 
wool... It was a darn sood idea, even it it waa 
mine. 

llcReynolds: Well, they •••• 

H.II.Jr: Mac, it you ••••• 

McReynolds: They have been Dlillins around over there - they 
have never been able to set very 1111ch - w. P. A. 

H.II.Jr: Well, let ts use this aa a ••••• 

McReynolds: All risht. 

H.II.J'r: Huh? 

McReynolds: Yes sir. 
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(Looks a t Mr. Oliphant, ) 

Tbat 1 s all r•ve got - or ~ pleasantness. 

You all right? 

I'm going to talk - I •ve been talking that over 
with Wenchel and I am going to talk it over with 
Irey. I first want to find out who the judges 
are likely t o be; how the calendars are set. 

Yes . Incidentally, Taylor said he•s coming 1n at 
three o'clock to r epor t on his aeeting this morn­
ing over at the State Department on counter­
niling duties . You (Kr. Hanes) are interested 
1n that? 

Yes. 

Three o•clock. 

Three o 1clock. 

Are you (Mr .· Gibbons) interested in that? 

(Nods "Yes.") 

Herman - Herber t? 

There is a photographer here f r om Fortune -
Otto Hagel. 

Who? 

And he would like very JIIUCh to get a picture or 
two for this arti cle on the Public Debt, and - ah -

Has he got a big camera? 

Nice camera. 

Big one? 

I don't know how big it i s . 

Wide angle lens? 
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He'd like Yery much- particularly he'd like to 
get you 1n conference with people with whoa you 
consult in the Treasury Department before an 
issue, such as Mr . Bell, and Mr. Taylor, and Mr. 
Haas. 

It• a all r ight with me, 

He•s taking Mr . Wilson•s picture, and taking a 
picture of the vaults . 

They tell me they had the best looking and most 
intelligent research worker here two weeks on 
this thing, and you kept her out of my office. 

Oh, you didn 1 t see Judith - Uiss Kenna? We'll 
get her down here. We have another ••••• 

This one, they tell me, is very intelligent -
a research worker . They don't come in here when 
they are good looking . (Laughter) 

"S 

They can't get out of Her bert's office. (Laughter) 

Did you see her? 

She had a long talk with Dan. 

She •s been here two weeks; you didn ' t have an:r 
conferences with her, for two weeks? 

Oh, Just as she got ready to leave she came in 
and wanted to ask a few questions. 

Well, you fix it up with Miss Chauncey, 

All right, he (Otto Hagel) will be here all day 
today. · 

Your friend, H, B. Ellison, of the Christian 
Science Monitor, financial writer of the Christian 
Science - he writes to 70u to tell 7ou he is now 
broadcasting weekly oYer the British Broadcasting 
Co111paey network, and 1.! there is an;rthing he can 
do for the Treasury Depart111ent or you in connec­
tion with his foreign broadcasts, he'd be glad to 
do i t. 

\ 
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I s he an Amer ican citizen? 

H. B. Ellison, ot the Christian Science Monitor. 

Keep that in mi.nd , next tillle s011.ebody sli ps •••• 

That 1& what prompted 1t1 apparently. 

Aeything else? 

18 

Mr. Haas will report about this project of a 
monthly Treasury Bulletin. The boys have shaped 
up something pretty good, but i t will be r at her 
expensive. I t we could do i t , it will cost less 
than the Budget spends tor printing every year, 
and that Treasury Department appropriation - 1t 
we could just take that budget - printing budget -
we ' d get along very nicely. It would probably cost 
us twenty-five to thirty thousand a year . 

What do you mean, it ' s in the Treasury budget? 

It 1 s the Bureau of the Budget . 
budget. 

• I t 's in the Treasury~s 

It is a printing pudget, giving - it isn' t in the 
present printing appropriation. 

You' ll get Dan sore in a minute . 

I thought he ' d be thinking of alternatives. 

No, the printing appropriation for the Government 
is about twice as big as it ought to be now. I 
am not i n favor of increasing it. 

Well, where does that leave us? 

Well, we ' ll have to, apparently, 1t we issue this 
as a monthly publication, or even as a quarter ly 
publication, we ' d have to get an authorization 
and deficiency appropriation to do it. 

Well, letts let this - let ts have a l i ttle talk 
about j ust t hat sometillle, huh? 

Yea . Yes, we'Ve got a very nice dummy t hat 
Mr. Baas ' boys f ixed up, 
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Well, letts, ll181 ChaUDOey give them a tiae, 
when we get a little breat~ng spell. Let ts 
mark this about aaaber three on the list. 

An;rthi.ng else? 

Nothing else. 

I've got your Trans-America chart, roughed out, 
an;yway. 

Yes . 

That's all. 

!7 

I'll see him at three thirty. I ' l .l tell you what 
we ' ll do. When we get through with this counter­
vailing duties, the people in on that will be 
interested in this, you see; be sometime - three 
fifteen or three thirty - you will be available? 

Uh huh. 

Huh? 

Yes sir. 

Jlr. Delano ..... (Low) 

Is Delano around? 

I don't think he is. 

Bo. That ' s all. 

I Just had this thought in lllind; after we had one 
simple key chart, we lllight break it up into individual 
key charts, depending on whose responsibility it 
is . 

I have marked in this chart, in the various units, 
what Federal agency, it any, bas an;y responsibility. 

I see. Anything else? 

That is all. 

Right after three o'clock I'd like to take at look 
at it. 

George? 
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I have a few t hings . Here are these new orders . 
I think you will want to take a l ook at tha t 
United States Steel right away. And you might 
look at American Woolen . I was t rying to expl.ain 
it, but I think you gave me the explanation a little 
while ago . 

You mean t hat McReynolds Committee? 

All those went through the roof . I was wondering 
what was happening . 

(Looks at books.) All right . 

I ' ve got this dummy; I ' ll hold that until I hear 
f rom you on that . 

The other thing is that we have another set of 
figures and have t he balloon charts made up 
again !9r the month of October; you might want to 
look at those sometime . 

All right; anything else? 

No. 

I am i .nterested - you lay great stress on this 
drag in commodity prices , don't you? 

Yes. I think that is t he weakest spot in the 
situation; 1n fact , everything else seems to be 
very nice . 

John? 

I have a letter f rom one of those impor ters who 
came down to see us on tung oil. I thought I 1d 
read it just for those here who ar e interested, 
because I don' t know about this thing . 

"We now have advices from Hongkong that some 2300 
tons of this oil has been s hipped from ther e to 
the Export and Import Bank 1n Washington, apparently 
by the Chinese government. Naturally we are very 
much concerned With this because of its possible 
ef fect on our market ••••• " and a sking us if we 
have any information. So far as I can find out 
we have none . 
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we found this out, tbat there are - DO such 
shipaent would have been sent, and to their 
knowledge was sent, though there was a shipaent 
sent to the Ba.nlt or China agenc:y 1.n !few York, and 
the:y had prev1.ousl:y sent some shipaents, and, 
poss1.bl:y, the information got garbled and reached 
them 1.n this form, but the:y can DOt sa:y pos1.tivel:y 
that none was shipped, but they'd be ver:y much 
surprised 1.! any were shipped. Bo such instruc­
tions teached there, nor would there be a likeli­
hood or their getting such instructions. 

It doesn' t seem possible that such would be done. 

What shall we do about it? 

Kainl:y these men are concerned - we asked them 
about it . I think we ought to make answer, and 
I am asld.ng ••••• 

Will :you call the group together that worked on 
that thi.ng and give me an answer at nine thirt:y 
tomorrow morning? 

Hanes : Yes. 

H.K.Jr: 

Hanes: 

H.K.Jr: 

Hanes: 

B.Jl . Jr: 

Hanes: 

Oliphant: 

White: 

Get the group together. HUh? 

Yes sir . 

Will :you do that? 

Yes sir. 

or, if :you get them together before three o ' clock, 
we can clear it at three o 1clock. - give them 
twent:y-tour hour service i! I can clear it at 
three o'clock; bring it up at three. 

That is all I have . 

I think what we ought to do is call these men up 
and say it isn't so. 

The only one who could possibl:y know, at this 
end, is Chen and his associates, and that is what 
they say; ther all sa:y 1.t 1s garbled. I can traae 
a letter, and draft someth1DC. 

Regraded Uclassified



B. J.I . Jr: 

Banes: 

- 11-

All right . An;ything else, John. 

I ' ve got a memorandum on the New York Unit; I was 
up there all day llonday and spent all day. I have 
written a memorandum which I w~l give your 
secretary. It ' s not too long. 

H.K.Jr : You going to have Johnson here at three? 

Oliphant: He 1 s on another job . 

Gibbons: Gardner Jackson and L~. Emerson, of the C. I. o. 
are coming in at two thirty. Their representative 
in New York doesn' t know that the Treasury has 
anything to do with the Coast Guard, a.nd t hey have 
given out a letter to the press which was printed 
in the Times, criticizing the Coast Guard, so I 
told tbe~ they'd better bring these fellows down 
am get acquainted with us . Jlr . Gaston am Jlr , 
Oliphant, and I have asked Kac to come i n. 

H.M.Jr: Did we ever appoint a Labor Advisor? 

Gibbons: No, we haven't got him yet, but the relations up 
there are very harmonious - Jackson and Emerson, 
and Commander Derby and Commander Gelly of the 
Coast Guard . 

H.U. Jr: I thought we were going to appoint a Labor Advisor. 

Gibbons: What was the last you bad talked on that, Herman? 

H.M.Jr: It was up to Waesche. 

McReynolds : Well, he couldn' t find anybody. 

Gibbons: They couldn't find anybody they could all agree 
on. But we'll discuss that today. 

H. ll . J r: 

On the Judge Lauer thing, Jlrs . Lauer brought 
newspaper women and a reporter up to bar r~~eJ~t . 

That is the way this story broke, or·~g~naJ..LY • 

couldn't find out for quite some time. 

She gave it out herself? 

20 

Gibbons : She gave it out, practically, herself . The Agents 
who were up there thought they were f r iends of hers . 
Then she wanted them to ld.ll the story, and the 
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one on the Jew York Daily Jews - she said, no, 
it was news. I send you a copy. 

I haven' t read it yet. 

Chick Schwarz read it, 

21 

One thing wetve got to straighten out , between 
us and the Customs and the State Department is 
what is a •diplomatic passpor t•? This Consul 1n 
New Yor k had given this fellow Shapiro a letter 
which the Custoaa would recognize as giving him 
1.mmunity f r om being examined, and now the Consul 
says he didn' t mean it for the United States 
Custoaa; it was merely a letter to go down and 
travel through lficaragua. But we'll finally get 
a complete report on the thing, This fellow, 
Shapiro, is quite a person. 

ill right. 

Has quite a criminal record . 

Anything else? 

lfothing. 

(Nods to Kr. White. ) 

One of Wallace's men was here several days ago to 
go over - (B. M. Jr, looks puzzled) one of Wallace's 
aen, to go over the balances of payaent, 1n antici­
pation of a conference I understand he ' s going to 
have with you, so it you are interested in know­
ing the results of that any time before you have 
the conference •••• • 

Well, Wallace mentio~ balance of payments at 
Cabinet . He talked about it, and then he sort of 
casually said he didn't suppose the Treasury waa 
interested, were we? 

Well, they wanted to find out 1n here ••••• 

The President allowed we were, and that be should 
take it up with us. But - ah - ah, I t hought 
we'd get around to i t next week. 

I have the draft ot the aaenda to110rrow, it you 
want to l ook at it todq. 
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Yeah, Yery definitely. Well, do you - then we'll 
do this bank, and tl:en I'll do this t~ng with :rou. 
As a aatter or fact, I can do it right after this 
meeting - the agenda, right after this aeeting. 

(Nods to Mr . Lochhead . ) 

Nothing new on the aarkets. 

Daniel? 

You recall that some tille ago I took up with you 
the question of pr0Yid1D8 depositary securities 
for Social Security payments. 

Yes sir. 

We have now reached the state or California. 

Yes sir. 

And the question comes up as to whether you want 
to put any more deposits in the Anglo or the Bank 

\ 

of America. The Bank of America is now right before 
us . They are holding seven or eight million dol­
lars in deposits from the states. We probably can 
get by with somewhere between two and three mil­
lion dollars deposits; the state account will be 
reduced to about two hundred thousand. But we will 
be secured. 

Tell you what I 'd like to do - if Hanes, you and 
Taylor, and a representative of the Comptroilert s 
Office will get togtther and make a recommendation 
to me. 

All right. 

Please, make a recommendation to me, and remember, 
on anything to do with banks, before I move I told 
Delano I'd give him a chance to make a recommenda­
tion too} aDTthing like this, you see?. · 

You mean because of the iDVolvement of the recular 
depositary facilities. 

Hot da:r to day, but regular utters, these thi.ngs 
under iDVestigation, and be's interested. 
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We're going ahead, you know, on our day to day 
investigations of these institutions to see what 
we can give them in the way of deposits for the 
Social Security work. 

Why not tell Delano about it? 

Fine; fine , 

And explain it to him. 

Al.l. right. 

I am sorry I couldn't go a.long with you on your 
Wages and Hours, but we must be legal, Dan, we 
must be legal. 

Itts o. k. by me. 

What will they do now? 

23 

Well, I suppose Harry Hopkins will loan some people 
and they will probably make a project out of it. 
I don' t believe they can take the people over 
after they get the money. We are going to send 
him a list of our accountants and any of them be 
wants, after looking over the record •h1 we will 
let him have t hem. 

Anything else? 

That's all. Oh, I have a letter from Al Siler, 
of Chicago, which you don't need to read now, but 
later on; it's not so iaportant. 

Yeah. What else? 

That's all . 

(Nods to lolr. McReynolds) 

Congress passed a law at the last session which 
authorized the detail of Federal employees to 
South America Republics, and authorized this 
Government to pay their salaries and expenses. 

To do what? 

Assist thea in their Government activities -
rather an UDRSual thing; I never heard of it 
until I saw the final draft of the (word mis­
under stood) - of the State Dapartaent. 
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Good neighbor policy. 

Is it to loan people? 

24 

And, incidentallyt authorizes t he payaent or fifty 
per cent bonus ana salary if necessary. 

(Nods "Yes .") 

The State Department bas now had a letter from 
Paragua7 ••• .. 

Paragua1? You've got to talk louder, Kac, I can't 
hear you. 

Paragua bas notified them that next week they are 
going to be up here asking for the data~ or at 
least four people qualified in four subjects, and 
they say they will be willi.ng to reilllburse the 
Government to the extent or fifty percent of the 
cost. They want a CustOms Tariff man. They have 
in mind a man who is over in the Tariff Coli.ID.ission \ 
now, who has worked down there before, so that may 
rel.ieve us of that. They want one on Internal. 
Revenue and La!Xl Taxes; one Fiscal. Accountancy and 
Statistics; and one on Banking, Currency, and State 
Konopol.ies, and they are going to be on our necks 
here . They are going to the State Department. 

Well , I think it' s fine ; that ' s the best thing 
we've had yet. 

Greatl Great. 

B.M.Jr: I think tbatts swell . 

llcReynol.ds: They are going to the State Department next week, 
and the question wil.l come up as to whether the 
Treasury will. detail somebody to go down there. 

H.K.Jr : Absol.utel.y. That's fine; that ' s gr and. I think 
that's swel.l.. 

KcReynolds: or course, the question •••••• 

B. II . Jr: I'd l.ike to take a per sonal. interest in that; I 
think that ' s tine. 
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Bell: Wallace is going to delegate a number of people 
from Agricltiture. He probably will even set up 
a laboratory down there some place . 

H. M.Jr : In Paraguay? 

Bell : No, in some South American country. 

H.M.Jr : I think that 1 s f ine, Kac; you push it, and when 
you•ve got suggestions, let me know, will you? 

25 

UcReynolds: Of course, we don ' t know. This is merely a letter 
from the Charge d ' affaires down t here in the 
State Department. 

B.U.Jr: We •ll have to work on selecting personnel . 

McReynolds: I wanted to take it up rlth you. There ' s at least 
three subjects there;! wanted to take it up with 
the people in the Treasury to clear, as to the 
people who v1o1Ud be available ao:i most logical 
people as to who is available . \ 

H.!.I.Jr: Will you give me an answer Monday morning as to 
who is available. 

McReynolds : I don't see how you coltid make a selection until 
these fellows are here and you know more than 
has been given us in this letter from t his Charge 
as to what the problems are . 

H.M. Jr: Well, think about it anyway. 

l.lcReynolds : \'le coltid put on notice anybody who will have to 
make the selection. 

B. M. Jr : I want to cooperate one hundred per cent. I want 
to get that across . 

McReynolds: As soon as - the State Department undoubtedly 
will come over here . 

B. M. Jr : 

McReynolds : 

But get that across, will you Mac? What else? 

Peoples called before Federal Trade Commission 
on their hearings on this cement case; they told 
him he ' d be over there a couple hours; he was 
over there three days . Be did a very good Job ot 
testifying and they can•t - the Federal Trade 
people talked to me about it said he handled the 
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testimony very well. Peoples has suggested a man 
to take the place of this man nauder, who died, 
on his Advisory staf f. He is Craig, of the •••• 

H.M.Jr: Craig? 

McReynolds : Craig. 

H.M.Jr: Paul Craig. 

UcReynolds: The other members of the Board have recommended 
this man. 

H.LI. Jr: All right . 

McReynolds: I guess the only other thing I have here is a 
memorandum that you told me to prepare about this 
housing - ninety per cent - local . 

H.M.Jr: Oh yeah, yes. 

McReynolds : This memorandum was prepared by Ed Foley. 

H.11.Jr: Yeah. 

McReynolds : I asked him to do it. Now he ' s confined - after 
we talked it over quite at length he ' s confined 
the argument in here to the effect on our Govern­
ment credit; that is, pointing out the fact that 
while under their proposal if they can borrow 
money at the rate they say they can, it's a 
quarter under what the Government charges, it would 
mean about eighteen cents a room saving on the 
rent. But thet there would be no - the only way 
they could borrow that way_»under the supposition 
that it is a Government guarantee offer, and of 
course it isn't a Government guar antee. 

H.JA . Jr: Let me read it, Mac; let me read it and see whether 
that is what I waey, may I? 

McReynolds : Yes, by all means. 

H. M. Jr: What else? 

McReynolds : I have nothing . 

H. M.Jr: What? 

McReynolds: I have nothing. 

\ 
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H.K.Jr: Let me read it. You people will be most likely 
interested to know tbat Krs . !Uotz 1a up in the 
hospital in New York; I don' t know quite how 
sick she is . I thought it might be nice if this 
group might want to send her some flowers. 

NcReynolds: Vfuat hospital? 

H.M.Jr : I'll at tend to it, and we can send her a card from 
the nine thirty group. 

Gibbons: llrs . Gibbons is up there; can she go and see her? 

B. &t.Jr: I don' t think she wants to see anybody . I know 
she isn' t seeing anybody. 

KcReynolds: I didn' t know she was ill . 

H.!.I.Jr: You can te11 - they don 1 t know just what it is, 
but they will know in a day or two. I thought 
it would be nice, so if you {Kiss Chauncey) will 
t ake care of it, you and Miss Wais. 

Chauncey: Yes sir, I ' ll have Kiss Wais or somebody send 
the flowers . 

UcReynolds : Make it good. 

B.U.Jr: All right. 

• 
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V':Jr : 
~ordell 
Hull: 

~1Jr: 

f' : 

~-!Jr : 

"':Jr: 

" : 

u::Jr : 

<~ : 

tl!lJr : 

" : 

Hello. 

~enry, whet' s going on? 

' 
November 9, 1~2 . . 
12 : ~5 p.m. 

.. 

'•'/ell, they had an election they tell me Cordell. 

Well, you 've sot- you ' ve had notice ot it then, I 
see. 

Yes . It ~esn 't too bad, was i t? 

Well it ~osn't too - it could have been ~uch ~oree. 

~es . 

It was - 1t rae a s bad as I cere t o s ee 1t , right 
now. 

That 's right . Cordell, I ' m calling up on this. 
Your peopl e eent u~ over this Br1t1eh trode t r eaty. 

Yes. 

And then last night there v:er e some neVt ques tions 
reised 1n r e>gl' rd to t he cleuse hav ing to do with 
gold and e1lver . ~e ~ere a l so told t~tt the 
British Vtan t ed to eien on Arm1Etice Day. 

l!o , di 1.n 1 t "ant to. 

?~once. 

They di d not ~ant to. 

They dU . 

Uh! 

They did . t!o , what - I mean, what I \7P.nt to know le, 
1f th1e - if you want ue to clear t hie, why - by 
Armistice DPy, I ' ll drop evRrything else, but it 
we 've got more t ime than that I ' d like t o tftke 
add1tionel timl' . 

Yes . ~ell , I - I think Henry that that idea wae 
abandoned some days ago because the British di dn 't 
want to off end the Germane 1n t he first place and 
second place t hey couldn ' t be reedy. 
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r. : 
~:Jr : 

H:!Jr: 

!' : 

!-!':!Jr: 

- 2 -

• 
Well t hen , I don ' t have t o g ive an answer t o tb~e 
before f'r1day. 

I think - I t~ink it ' ll be - we ' re keeping- we 're 
undertaking, of course, to keep it awfully con­
fidential , but ! think it will be sooewhere near 
the 17th . That would be about a week from now. 

Well , I'll pueh it Pe hard a e I cen, but it just 
gives ~e time to try to do tte thi r.e intelligently, 
thl't ' e all. 

~es . Well you go elong . You take enough tir.1e to 
do it setie~ectorily, Henry. 

3eoqute r.e only GO t tb"t r turr bet .. een four and 
five, lPct night . There we~ eone objection t h"t 
t~e Cncl!sb r a!een . 

Yes, I see. 

And if you sl'id to nP, "Well no!" , you - you ' d like \ 
t hi s by Arm1et1o l'ay, •well we ' d give you M en11•·er, 
but if we've got three or four daye , why it cakes 
it a l ittle bit ~ore comfortable . 

Yl'e . You think you cl'n get thr::"J<:h 71th it ab?ut 
bow soon? 

'h rell, we 'll g\vP - wp 1l l g ive you an a~erer by 
SBturd.3.:7 . 

Oh, Y~'E . ~11 right. I' m sure that ' s all right, ~Pnry. 

Ar.d we'll try to do it tocorro .. , out not LP.ter than 
Se.t urdey . 

Yee . Viell, thRt' s all right. 

How ' s t hat? 

Thet ' e all riebt. 

ThR'nk you. 

Thenk you Henry. 
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To: 

From: 

The Secretary 

I.U.ss Loni gan_, L. 

.. 

Nove~ber 9, 193g 

The total number of l'fPA wor kers on 

Oct ober 29 , 193g i s 3,245,000. The increase 

during the week from October 22 to October 29, 

~as 44, 000 wor kers. 

WPA employment has increased 1,76g,ooo 

duri ng the year from October 30, 1937 to 

October 29, 193g. 

This is the hi ghest number of persons 

that has ever received WPA employment . 

30 
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WORXS PROGRESS ADYINIS'l'RATI ON 
Number ot Workers Employed - Monthly 

Un1 ted States 

1936 
J anuary 
February 
March 

April 
!.lay 
June 

July 
Augus t 
September 

October 
November 
December 

1937 
January 
February 
March 

Aoril 
!day 
June 

July 
August 
September 

October 
Noveaber 
December 

193tl 
January 
Februa ry 
I.! arch 

April 
!Aay 
June 

July 
August 
September 

October 

Number ot Workers 
(In thousands) 

2,926 
3,036 
2,S72 

2,570 
2,3~0 
2,256 

2, 249 
2,377 
2,~2 

2 , ~1 
2,~3 
2,192 

2,13$ 
2,l'H) 
2,115 

2,070 
1,999 
l,S21 

1,569 
1,~so 
1,451 

1,476 
1, ')20 
1,629 

1,901 
2,076 
2,395 

2, 5S3 
2,6SO 
2,767 

2,967 
3, 067 
3,120 

3,245 !I 
Source: Works Progress Administration 
a/ Con~1dent1al 
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Monthly t1gurea are weekly t1gures tor the latest week 
or the month. 

They include cert1t1sd and non-cert1t1ed workers. 
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WCRKS PROGRESS AWINIS'!RA'l'ION 

Number ot Workers Employed - Weekly 

Un1 ted Statee 

Week ending 
193g 

February 5 
February 12 
February 19. 
Febl'Uary 2o 
Llarch 5 
March 12 
!Jftrch 19 
!.lar ch 26 

April 2 
Aoril 9 
April 16 
April 23 
April 30 

~ i4 
Uay 21 
May 2g 

June 4 
June 11 
June 1g 
June 25 

July 2 
July 9 
July 16 
July 23 
July 30 

August 6 
August 13 
August 20 
August 27 

September 3 
September 10 
September 17 
September 24 

October 1 
October g 
October 15 
October 22 
October 29 

Number ot Workers 
(In thousands) 

1, 945 
1,9g5 
2. 009. 
2, 070 

2,167 
2, 244 
2, 357 
2,395 

2, 444 
2,5o4 
2,532 
2,54-5 
2,~3 

2, 6oa 
2, 63g 
2, 652 
2,6go 

2, 695 
2, 711 
2 , 7i6 
2, 707 

2,S07 
2,S53 
2, S99 
2,93g 
2,967 

2, 996 
3, 017 
3,039 
3, 067 

3, 086 
3,102 
"3,114 
3,120 

3,129. 
3,130 
3,167 
3,201 
3,245 !I 

Source: Works Progress Adm1.n1strat1on 
!I Confidential 
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I apeot. llooda7, lovtlllbar 7\a, 1D tOe uw Deoetralteed 
UDJ.t or tOe f.cbaloal Starr 1D h• lorll:. lr. Crane a a wlU. 
.. &114 n bad • lOQ& &114 tllorolaib cl1acua1oa wi~ b ot.la .... ·~ 
...S .... llo.A_, aDd lat.er •lt.h tl!. Collector o.f IntarDU. a.va .. , 
lr. lir&l>•• · I aa .. aeolln&ed b7 the prop-eaa U.., - toe bo 
aaklDc. ~. UDit - to bo t'IDctioai.Q6 ..c>othl7, a.l.thoup a\ 
•• \lM there •• a little trlctlOD botltHD lOr. IOOilq &Ad 
lr. Baa-, I .... told. 

At the pralllll\t tlae tbe7 hAVe a pprorl.-tel7 2000 O&Ha 
wblcb bave be.., re ferred to thea tor poaelble Mtt lneBt. or 
ll .. rlDa before tho Soard of fu Appeala. ThaJ • ...., aett1oc pod 
coope,..tloa rro. the 801Jrd in the matter or docket& aot .:s- f w 
hoarlq, wlth the re8ul.t that about two-thir:la of theae cuea 
have b"" Mtt.led or setUeeeot aueed to prior to burlDc 
before tOe Board. Of course, there a re .. lQ' dataUe ot tile 
Ol'poiaatlao 78\ to be worked o•Jt but DOst or theae are ,.....q 
routlDe. TM ooe reel CClllc:Mte •QQs utlon w!liell, with J 0 ';11t 
pereiMlao, I will ta.l<e t o the Che1rllao, lr. ArmiA:Iell, b tba\ 
the Board or tax A;>peale si•• ua a Ut.tl e 010r• tiM oa MMa 
o=••c .., tor *riA&· the lecbal""~ Olllt. 11'0011.4 llie to lle.ve u 
~ •• DlDo\7 da7a Do\ioo f'r<'a tbo Board of tax Appe&U • nD 
08MO. I wald llll:e to - •r. Ar1111dell NprdlDc t.hia - ­
tiM thia ooell. 

tbe wort! or the llllit h , ..... to 1Deroase •t.erlalq -
J~ l.ft u<l llr. CraYOa aDd I are - ~lDc tM peooibW\7 
or -... per1 ol t or t.het. parUotlar Dirlaia. !be ,..._, 
1Dcl1oat.lcaa are that. \be Dllit will nqoiro tift to-_.­
tv oateraoe aorlt eapee~. 
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TREASURY DEPARTMENT 

Hera11 Oliphant 

For your 1D1'orat1cm -

It wae pointed out yester<~A.r to Moffett, Chief ot the 

Western European Division of tbe Stete Depertment, tbat ltr. 

Hull's letter w1 th respect to the transfer or jurisdiction in 

tbe SUdetan ar .. did not cover tranetere to Hungary and Po.l&Dd. 

Moffett steted be r....U:oed tbet, but that the Stete Depa.n..ot 

was eoll()letely 111 thout lli\Y intora tion w1 th respect to thoae 

transfers. He stated that the Department was working actiYe}¥ 

on the question and be would notify the Treaauxy Department as 

soon as thay were in possession of .are definite intoration. 

35 

, 1938 

Regraded Uclassified



. . 2S 

Rb CHANGeD TARH'FS ON IMPORTS FROM 
SUDETEN TERR!TOnitS 

November 9 , 19381 
J : l5 p . m. 

Pr esent : 

H ... ,. Jr: 

T~tylor : 

d • ..: . Jr : 

Olipn:.nt: 

!l. :A . Jr: 

!lanes: 

d . : . Jr : 

Gus t on : 

Gas t on : 

a .. >I . Jr : 

G ~> ston : 

H • .I! . Jr : 

!Ar. Henes 
:Jr . Taylor 
Ur . m1i te 
~r. Gt<s ton 
',[r . Lochhe~td 

I t oll y ou , l e t ' s g i ve this clear ance be fore the 
other thi ng, then may I do your meeting? 

Yes . 

I ~E~n, lecturing ~self a nd everybody els e, we ' ll 
do t nlnbs pro~~tly but no t with a pistol to my bead , 
~o t ha t I can live c. l ittle l onger a nd e ver y body 
else crounu me; no.;, tney b r o ught in some thing five 
minute~ p11s t one a nd I r e fused t o sign it before we 
ge t c cn~noe t o l ook et it . I t•s t his order on 
C~o..:no~lovnki!J . i.'ner ~;; i s i t now? i/(10 1 11 ha s seen ) 
lt? 

.m i t e , Ta ylor . 

You (Hc. nes) wa nt t o clesr this? No t porticula rly . 

( lloos no) 

"State Oepart~ent ha ving t oday announced t o Treasury 
De partment c. cna nge o r Jurisdiction f r om Czecuoslovek 
t o Germrm • .• 11 - is tha t En;;lis n : "from Czechoslovak 
t o Gerw11n 11 ? 

Yes , the Jurisdiction i s cha nged from Czecnoslova k . 

From C:;ectloslova~ian to Ge rmr.n , or Czecuoslovuk i a 
t o Ge r many. 

A cna nge of juris~iction from Czecaoslovekia to 
Germa ny. 

It doesn 't say t ha t. It says "Czechoslovak t o 
G ermun ." 

It should be "Czechosl ova kia to Germany . " 

Well , 1t 1sn•t . 
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Gaston: 

uhite : 

T11y lor : 

• ihite: 

H. U: . Jr : 

vllphunt : 

H. A. Jr : 

Jliph<>nt: 

R. l . Jr: 

.ihite: 

'lay lor : 

uhi te: 

R •• l .Jr: 

37 
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On, "from ~zecnoslovak t o German.• "Czechoslovak" 
is an ad j ective . 

It • s r at·ely used, but it ' s accurat e . 

You coula say "Czechoslovakian ." 

I think that ' s the correct way • 

" .••. from Czecuoslovak to Ger:ilan i n those Sudeten 
ar oo~;s now unaer Ger:D~>n occupation, products of those 
a re&s e xportea from any country on or after november 
10, 1933, sna ll be regarded ~s products of Germany 
for tae purposes of the marking provisions of the 
Tariff bCt of 19Jv LnJ for deter mining applicable 
rates of duty. Sucn are-.s are to be r egcrded llS 

parts of Gero~~any on a nd after !lovember 10, 1938, 
for determining dates of exporta tion for customs 
purposes . Give importers all possible notice ." 

Now, if importers - "Give i mpor ters all possible 
not ice" - now C6n 110 e tvo them a ll possible notice? 

.'le h~ve no «Utnority under the statute to grant ony 
extension . 

We "'ent ~oll t hrough tna t once before - 30 days . 

Cc.a•t . I mean you httve t o m<J.ce it operctive .. s of t he 
auy it' s aan~unced, and whatever day you choose 
you'll lll.ve t.e same problec. 

It s eems awt·ul tougn . 

uell, it ' s the da te of cxpor t a tion, and the importers 
have been iturry ing 1 t . 

If you make it the d&te of exportation - I mean the 
exporta tion from the other s ide, wby, t hat • s the 
equivalent of giving them two weeks, in or der to 
catch tbe stuff on the high seas . 

hnd besides, they ' ve been a ntici p&ting this . 

ilell , i s anybody not sa tisfied? Please note, I 31ve 
everybody tNo h~urs, including myself. 

nl~ ri~!:lt , now who puts this in tne works, buh? 
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Guston: 

H . .. . Jr: 

G<..o t on: 

Ol i ,Jhunt : 

llh1te : 

c, s t on: 

il. :.l . Jr : 

1'/hite : 

u . ·I! . Jr: 

Ta;( l or : 

B •. J. Jr: 
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I do . 

Then .'lill you c ome ba ck, Hurber t? 

Yes , yes . 

. an y ou tell C~lirns? 

Tht~ t t~c.~es Cl.lre of tne trtA de Lgreemt:nt r eductions t oo . 

I ' ll get Cairns on this . 

All rig~t . No 1, I L s kea , •DY just th~: t part of 
Czecnosl o v::';cit .mlcb is occu,>ied by Ger oany? Wilt. t 
"bout tn~ t ;c rt o ccupied by Hungary, th•· t part occu­
,>ied by ?ol ;,na ? 

Sc.mc tning . 

J,nd I tnlnK unless we wont t o subject ourselves t o 
critic ism thn t we 1 r e treati ng t he Ge r man Sudeten 
par t d iffe r ent tnun we ~ore Pol~<nd a nd Hungury - I 
t nin£ •1e ought to do t.he others e s pr omptly as 
possible . 

Different t ime element involved . 

••ell, I t hink not t oo much time shoula d r ag ; 
;,ise, the Ger~ ns lfOUld righ tfully s a y, "You 
us but you don ' t. pick o n Hungary or Polend . " 
I just r &. ise tnt: t point, g entleaen . 

o ther­
p i ck o n 

I mean 
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JOB IKKIDU!I JZLI'SI. 
1feclDeo4q , Jlo"811ber 9 , 1938. 

., ,. 

J~~meo II. llo;rle, Oouiooioner of Ouatomo, •4• pubHc tbe followinc 

telecru of to4q ' • d.ate, wbiob be despatched to all Collector• of Ouotomat 

•state Department ba"inc todq announced to 'lreaour;r 

Dopartment a chance of Jurisdiction from Oaecl:loalonk to 

ae......, in tbooe Su4eton areaa no• UDder Oen~&n occupation, 

prodw:ta of tbooo aroao exported from ~ eount17 on or attor 

lllovomber 10 , 1938, aball be regarded o.e product& o t Germany 

tor the purpoooe of tho mrkinc pro.,tatona of the 'lo.rttf •ct 

of 1930 and for dotormtn1ng applicable ro.too of duty. SUch 

aroao aro to bo r ocardod aa po.rta of Oo~ on and o.ttor 

lllo.,ombcr 10, 1938, tor dotor.inin& datoo of exportation for 

cuetoma purpoaoo. ~i"o i111p0rtore all pooaiblo notice. • 

-oOo-
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Rh COUNTERVAILING DUTIES AGAINST 
GJ.:RLIANY 

November 9, 1938 . 
J : J5 p . m. 

Present : 

fi . - .Jr: 

l'aylor: 

l! . • • Jr : 

i u) lor: 

l.!r . Ha nes 
:.tr. laylor 
:Jr . loblte 
Ur . Gaston 
..lr . Locnhead 

Go nheed , Wa yne . 

'J.hey !Lad this specie 1 meeting called of the Commercial 
Polley '"ommittee t o consider the communic~o tion tha t 
you h«d sent over . It ha d been r eferrea to them by 
tne t.ecrdt3r:t . 

r e"vl.a.i.nl!u 'toe Trel' s...ry point of view, which was tbat 
ther e ~as a vlolati<>n .:> !' Se.::tion JJJ; 1f there 'NL S 

such t v lol& tlon, ••DY , 11. Wl s your job to enforce 
it, L HJ t lltl t you ftllt you didn ' t bt ve any option 
on thu t; tnd that you hr J t iv~n t he i nformt. tlun to 
the Secr e t u ry o f State to i nform nim of tne sitUM tion \ 
ll'hlch hhd been f ~und tnd t~ Sklng f or nis advice and 
comtnents , if 6ny . They wa nted to ~now when thll t 
sho ulu b e in :s f£'r ~s tll~ time element 11ent . I sai d , 
"Tne sooner the better ." 

t es , i t' s ten O.ays now . ;;e s ent it over ·~ond. y e 
"eel< aeo . 

nnu thut ~hereas it might t a&e E. long time a nd you 
could string it o ut e nd s o on, why , the t that - I 
didn ' t tnltlA tht. t t hu t wo uld b e the way you• d like 
t o ha ve it handled, • nd th~t you w.;>uld like to hLve 
c. n t.nswer as soon a s it was possible for them to do 
it . 

'l'nen taey wt nted to kno·;v whether th&t should be in 
the form of a report from the ~ommercial Policy 
Co~ittee to tne secretary of St ate . I said I didn't 
tnlnk thbt you 6ere very interested in that; tha t 
the Secreta:.ry of State could get a ll the aovice 
that ne want ed t o from whomever he wanted to, but 
that in t he last an~>lysts you ;vere asking him . And 
1!' he wanted to b e advised by the Commercial Polley 
Committee or a ny other group , why , tha t was, I wa s 
sure, a ll right with you; that you wer e relying on him 
for an v nswer . 
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H. '.! .Jr : 

Taylor : 

u •.• :. Jr : 

Tt.y lor : 

Oli;Jhant: 

il • ..o . Jr: 

'Iuylor : 

.,. , 

-2-

Tha t ' s r ight . 

• hen there was quite a lot of aiscussion as t o 
;rhether tile l egal ;)OSition was correct or not. 
I SLid taa t as far as we were concerned, tha t 
ll&sn ' t up f or discussion; ttu; t if they wen ted t o 
go int o ttw t, .>by, the, t w1.s something else again, 
but t hLt you ' d been auviseu by the General Coun­
sel ' s office that this was the s ituation. 

Th~.< t 1 s right . 

And tha t .•. 

I s ent copi es t o taem. 

Yes , I «now. 

nn<l tn r. t you were relying on ttu:t and were giving 
th£ t information t o the Secr~tery of State . 

41 

1:hen tuey got into v r. r ious other aspects of what the 
effect. of this , let ' s s ~<y , deci sion would be . There 
wer e v&. rious points t il• t were brought out, but none 
of which were conclusive . 

"11 r e10lizea t nat it NLS very i 'lpor tant; th( t it 
might be possible - ~ttnted t o bring out the possi­
bility of delaying action. I sl<id, ·~:ell , I just 
can 't comment on tha t. Th~< t 1 s - I mean anytning t hBt 
the Secret&r y of St a te v.ishes t o tell the Secretary 
of the Treas~y I •m sure will be of i nterest to 
niw, t nd tha t he ' s r elying on you for wha t ever 
advice you can g ive him . " 

'l"'o other thi ngs . 'll1ey t.olked about r gr icul ture, 
tne effec t on Lgriculture . '//beeler was there, from 
ngriculture, and ne took the vosition th~t it was 
un~uestionEbly going t o lose qui t e a lot of cotton 
business, but that as far us the Secretary went, he 
.. , sn ' t sure ,;nether the Secr etary wouldn ' t feel that 
under the circumstances it WI.S all right to do t ha t . 
But he said ae couldn't speak for t he Secr etary; 
tha t he personb~ly probably would reel t he other 
way, but he felt tne Secrett ry would go &long the 
lines t ha t under &11 t he circumstances it might 
be a good thing to do it, to take the chance of 
losing all of it . 

' 
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1hore wcs the 4uestion of the possible effect on 
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the necotia tioos which are now going on about the 
refugee quest ion . I think tha t t he Secretary, l'lhen 
he writes the letter to you, wi ll mention that. 

He will also mention the 4uestion of the possible 
effect on Brazil, because 11" you s hut of f the supply 
of cotton here, th~ general ! - pression flOS tha t that 
would i~~ediately s~ove the hea t on Brazil and improve 
the German trading position down there . I ' !ll Just 
ment ioning some of the things ttu:t Here brought up. 

Oh-huh. 

r lnLl ueclsion •as th&t an immediate letter- I mean, 
in otoar 1or ;s , i~~eaiLte in terms of e couple of 
days - was going to be sent over t o you in :thich they 
Noula mention various things and woula pr obably LS~ 
for ~lore time, but tna t you ·• ould have the l e t ter in 
your ro~s~ssion in which the Secreta ry of Stcte di d 
bring out these v~ri.ms t hings and - points of 
IJJeasure , policy , etc . 

You see, they sent over a question on gold end 
silve r in the British trLde treaty bet.veen f our and 
five yesttrd~y, ~nd they expect an answer today . 
I sent over a letter to tnem Konday a weeK ago on 
sometning, hOO this is the f i r s t time taey even take 
it up- which isn't cricKet . 

I spoke to ~r . Bull, incident a lly, ·t his mor ning and 
I sa i d this came over and I said if he told me that 
they were going t o do t he British trade trea t y on 
J.r mistice J.lay , why , I' d c ive him en !!nswer, I 1d drop 
eve t•ything else, l:>ut if t hey wer en ' t , ! 1 d llp,J r eciut e 
his telling me . So in the strictest of confidence, 
oe told me they ~~ere not going t o do it .t.r mistice 
Day , ll nd made the very int eres t ing comnent that the 
British .er e fearful of the effect it would have on 
Geroany - announcing a trade treaty with us on 
"rmistice Ilay . knd tney now have a date, the 17th, 
socetning ltke that. He cautioned me to be extra 
careful about it, E.nd r ca1.1tion the r est of you . 
But from our standpoint, I•m tickled to death it 
went over, because if .ve do huve something with the 
F'rench - well , if the treat y ~ra s Just on end our thing 
snouldn' t go just to thei r liking and bad some reper­
cussions on the trade treaty, Nhy, they might blame 
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us ; but if we have , so to speak, a clea r field 
fro~ no~ until tne 15th to work with the French, 
it oakes tha t much e~sier . I mean all I've got 
t o t hink ubout is my own responsibility, ~nd I 
aon •t h& ve to t hink Lbout any r epercussions on llr. 
Hull ' s pet child . So I ' m tickled to d ea th f r om 
tne '.1'r e11sury standpoint tba t their business will 
go over until &fter the 15th; then we can Just -
we ' l l uo i t the way we always do our tning , not 
worry abvut c.nytning of theirs . 
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J.lut I 1m Just - I just would point out, if they 
r aise t he ~uestion, that tney do a sk us for 24-hour 
service; we have gr eat difficulty in getting service 
in t11o weeks . 

Ht.a y.>u ne&r a tru:t tney ••r ntea to do the trnd'e ugree­
oent on the S6me day 1 ru:.mcly tae 11th, the t t tley aid 
t he Itdie n tnde tre&t y? 

.. ell, I didn ' t ask about the Italian trade trea ty. 

Uh-huh . 

'Ina t 1n s I tllli&n-f>ri tish . 

Itu li en-hritish. Look like ne wer e sanctioning •..• 

nell , 1 didn ' t as~ ~r . dull t nything about it, because 
I didn 't fe~l t ha t was our business . But I wented t o 
know hoN much time 11e hod in ~ns.verlng them on the 
golo a nd s ilver. 

Well than, .. ayne, I g ~ ther frum that we jus t sit 
here and wait . 

Yes . You tu!ven•t had your .. nswer yet . 

Hbven •t nad any ans~er. Haven't even had en acknowl­
edgment of my l etter t o Yr . Bull . 

I' d like to 

I t hiM tht: ansner tha t you' re going to get ffill be 
in th~ f orm of a pr el iminary answer . 
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I see . 

, , 

But i t will r ei se cert&in ~utstions tnt t they will 
t hen be inves tiga ting . 

~oo;ll , t oo;y cun do the investigating . My position 
i s thc. t I just res t on the o~inion 0 1 toe Gener vl 
:ounsel, ,mo EllViS~s rue t o a c t under the law. !low, 
1 ~c.y li~• it or uisli~e it, i L doesn ' t m&~e en 
u iffert:nco t o me , if it ' s the l a w, I' v e got to c a rry 
it out . And whc. t tney •re trying t o do is no t t o 
!nterpr~t the lc.w, I gbther, but int erpret the effec t s 
o f it . 

No. 

l ' m no t sure t ne;r • r e not t ry lne to do sou1ething u 
l ittle ~ore . I' e like t o s uy t his . It ' s clear on 
t.ll t he f uc t s tULt tue Lction is going to be t a ken, 
l:>ce ? tlo;; , they ' v £ been ;;>r etty cordiel "bout inforu.1. l 
cooper c. ti"n Ni th u~ , l nd you t oo.t toe pt. ins to huve \ 
me send l co •. y of Ltlls over t o Hickm~:.n .. . 

H~ c.tl'lorth . 

..•. a ,ckworth, yts - the coun.;el ove r there . ·:ell 
o..,~, since tne acti"n is going to be tc.~en , then 
it ' s tnt Hoole Administreti •n .noving, rnd I ' d dc­
~lore ve ry touch getting £ l etter from them ths t 
, utl:> us on t he spot. ~no isolLtus us on this thing. 
So I ~·oula nave hoped tru.t it ~oulo just occur t o 
tnr.;;~ t o come over and SLY, "llo:. , ,.oula you liite to 
nuvf: ~llis sort of l letter?" ~uybe there ~ill be 
tnings i n tner e we woulun 1 l wt.nt in the r ecords a t 
t 11 . Anu I ' m s urt: .ve unde r like circums t snces would 
oo t ue SUO!~ toing :v1th toem . 

.lell, ~:a~:. t • s ••.. 

I• m afruid from wat. t you s ay shout tht1 t conver s s tion 
it ' s moving i n t he d irection of melting this thing 
ve ry much - isol&ting us fr om the r es t of the 
,.dmillistr a t1:>n in t fkin& this Hction . 

llo1; til£ otht. r one was h~:.ndled on the other b&sis, 
you remember. lie brought 1 t to the Pr esi dent 1 s 
a t t ention Lnd the Pr esident suggested tha t under 
the circumstknces I get tbe opinion of the Attorney 
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General, und then it was a move on the part of Yr. 
Roosevelt and his Administration . 

"ell, I think tha t the impression tluit I get i s that 
tney feel that this one ought to be handled ln about 
tbnt snme way. 

Well , it can be hBndled in that same way without 
t heir putting stuff into the l etter th~t would be •••• 

Well, I didn ' t try t o- didn ' t try to s uggest what 
they ought to put in it, Berman. I did everything 
I c ould •..• 

. leU, what you report ls satisfactory to me. 

•• . io do it the other w~y . I said that I- " The only 
co~nent ihat I can make on it ls that saying in the 
letter that it had been r eferred to the Commercial 
Policy Committee, and so on, i sn' t going to be of 
any interest to t u ... Secretary of the Treasury ." 

l.ell 1 he (Tayl or ) handled it the only way he could . 
I wv s just suggesting another move . 

I think this ••.• 

Anu I also emphasized in every way that I could that 
you ned written tha t letter v~ th the idea of getting 
an expression of opinion, or any a dvice tha t the 
St ate Depar t ment could give on it. And I said , 
"Now, how that is nandled I can 't - I c an ' t comment 
on it . I c an not sugges t t o you wha t should be in 
that letter . " 

!hey wer e first talking about simply a letter of 
acknonledgment and saying, "We ' re going to - we 'd 
like more time to st udy that. n And I advised against 
that. I said , "I don ' t think t ha t t h&tl s going to 
nelp the situat ion at a ll, because that can go on 
indefinitely . " 

•lell, I think - l et ' s see whe t happens . Af t er all, 
if the letter should t ake such a form that it is 
unacceptable, I can always ask Mr . Bull to withdr aw 
it; but I do very much want an answer, and I want it 
this week . 
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.iell , that 's - tba t •s what I was saying, tha t you 
hu v-. - "1 .cnow ttw t be r eels that tile matter is 
urgent , tha t he wishes your advice as soon as 
possible .• 

:.el.l , I t hink the f act tha t lJr . Hackworth had a 
covy of i t and isn't going to d ispute it - evi­
oontly the legal purt of it - or was he t here? 

No, he w&sn 1 t there. f ren.c ~o~ re gave quite a 
lonu speech on the l egal a spects . 

Proftsaor of i.a1~ at Eia rvc. rd . 

Is no? 

f orme t· - ex . 

bayre is & lawyer . 

Never pr r cticed . 

Aoll, I think we ' ve spent en ough time on this, so 
let ' s - I • 11 we i t . TnatlKS for going over there • 

Is there liJ"IY legal question involved Nith r espect t o 
the Secrtt&ry es.cing Stl te Dep&rtment as to the per­
forausnc~ of s omethine which is r e-.uired by Congress? 

No . Jus t t ne way Ne did before - comments and sug­
gestions . 

'Ihot •s &11 , Harry . (••hite leaves) 

I t hink lt w"s hanoled t he only Nay 1t could be 
h&ndled . I'm s a tisfied . It ' s a very d ifficult 
t hing , but it ' s all righ t. 

~here w~s consi der ,.ble conversation in t he meeting 
on a mo,·c or less informLl basis t o the effect tlul t 
if ne Gere goir~ to move in this field , tha t Ne 
ough t t o do it o n a ptrfectly b r oad Adminis tra tion 
poli~y b asis, yo u see . 

Not snipe . 
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That ' s r ight, and tha t was - that was the indication 
tnat I g ot of the way they were feeling about it, and 
I nelped them along all I could in that . 

Trouble "i th S t a t e 1s they never move in particular 
ccses nor a l ong a broad line. 

uell, the t hi ng t b;;t always b!lrns Cle up i s tha t they 
alwoys w~;nt 24-bour service, but i f you c an get 
monthly s ervice out of them you ' r e pretty good . 
out I ' m tickled t o death that they 're not going to 
do it on Ar misti ce Day . 
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F'ello. 

The Secretary calli ng you. 

Yes. 

Yes, ::r. !.:or r;enthru . 

November 9, 1939. 
5:40 p.m. 

Go ahead. 

Archie . ~rs . Spangler told me about ~hts call 
fr'o : ochran . 

Yell . 

!'ve e ot to !:fi t :1 11!-.t.le re£t . 

mell, do Y'U w~nt QO to J uet te~e it then, ~~d 
~ave the r ecord =ndc? 

Ye-s . And have s r ecor d made , ancl t!len l'fter I -
! ' m through r ecting , 1f you ' re home, you cnn tell 
~e whPt lt' e about . 

All right , ! 1 11 do thPt. 

But -

Well , I d i dn 't kno..- rhC' ther ~·ou wen ted me to take 
it f•hile you wore -

so 

7ell , i f he rent9 t~ tal~ to ~o, ond it' e 1~ortent 
enoUS}l -

:• 11 t plk after - I ' ll t a lk sftPr seven-thirty. 

After seven-thirty . 

Any time af t er sevrn-th1rty. 

All right, and ~f there • ~ not, I ' l l give you a cnlt 
eft er seven-thirty and l et you know whet it is. 

Right . But lf it'& tha t important, neede dccieion, 
I ' ll tol Jt eft~r &even-thirty. 

O. K. Well t hen, I ' l l get the call put right thro~. 
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And - b ecause he may Jue t crl l up and eay ~gain, 
t he r ed headed fello w t hie , tha t and t he other 
t h ing . 

Yes . Yee . Well , I ' m afr a i d t hat' s wha t 1 t 1e . 

But i f it ' s - if they neell an ans1··er tonight , 
they - I ' 11 t alk to hlm nfte r eeven- t M.rty, end 
tt>l! him not t? go thr?\tgh L?nd,n . 

!'ot to £"0 th..-ou;::h London. 

~-, . !f !'le CPllC y?u . 

Ul right , t.h~n. 

A.."lc' t.~en you ' ll - you ' ll 'I'Blt. 

I ' 11 '!'Pit pn:'l t ake the cell. 

51 

Regraded Uclassified



Archi e 
Lochhead: 

L: 

0 : 

L: 

1) : 

L: 

I) ; 

L: 

? : 

!.. : 

Pello. 

!!ovember 9 , 19:58. 
5 :45p. m. 

::r . Lochhead, the di r ect t o Paris cir cui t ie out 
o r o~er urttl l a fter eix o ' clock. Do you "ant 
i t t he ot her ..,.ay? 

Wel l , thi s one can e~ t he ot her pay , but 1f ne 1 s 
t f' lk1n';: to the SecretAry, l et 1 s see - j u Pt e 
moment - the Secret a r y said he didn't went to go 
t hr ough thP London c1rcu1t. 

I 1tn0'11 he d ld. 

9ut on the other hPnd I think t hP t r eferred t o 
~ie cqll t~at he Tee go i nv to ~ake t he - to cake 
to hie~ . 

! see . 

So ! ~uese we ' d better te~~ t h1E one ~rro. 

All r ight. 

Because 1r t h,.r e 1 e r ny t h1ng important, I ' 11 choke 
h i m o~~ qnd hPve h i m ~o back t o the ot~er circuit. 

1.11 r ight . 

R1>ht. Th~~ you, 
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4 S3 
!loveober 9 , 1~39 . 
e:qa p . c . 

Hello. 

? e llo. 

~!erle? 

Yoe , Arch!e? 

Yes ~.lerle . I - I ' o tAk1n(" the ca l l , !'er'l.e , bees use 
the Secre t a ry wlll not be a va 11Abll' ur.til l'i'tflr 
seven thirty . 

! cc~ - e!te~ eevcn thirty ; thP.t ceans . 

An hJur end P hell' . ~,,,., , t he reason ! ' m t.Plt1ng the 
celt 1F th1 E. !! tho r P ' s q~rt~ing ve ry 1cportant -

It 1c , extremely !~ortent . 

It is extreme ly 1~JrtPnt? 

~ut I think I ' d bc t tPr eo nhc~d an~ SlVP it to you, 
Archie . 

Wel\ now, ~·ait a mo1:1ent, ·~erle . You ' r e spenltlne; -
you ' •·e s;>eak!ne Jn the Lon-:\on c lrcu!t. 

Well , 1f he d i dn ' t vw.n t - he didn ' t want to , -
1f it ' s aeyt h i.ng 1mportP.nt, he d i dn ' t 1'ent 1t t o 
eo over t hat ctrcuit. 

Then, ah , we ' l l cut thle ot t and call yo·~ back 
rtz.ht awe.,;: on the - on the direct. 

I tee . Eut you ~ant to - you 

i .n :> rew mi nut es . 

I see . But 1t' e i mpor tant enough t ha t you 1'1ant 
to opesk to ~e ~~d thrn heve me re l ay 1t to h1o , 
1e thnt 1t? • 
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!zy secretary and partner are here. 

Your party i o there . 

!lo, my psrtn er . 

Ye£ . ! seE' , ar.d H.'s i :nportant er-:>ug)l thl't you 
- :•=>u v·cnt to put !. t through t'tst . 

l'o , no . If you ' ll hold on J ust a minute. 

Yeo . 

~old on one mi nute until I apeak ~1th my fr1e~d 
hPr P. 

}.11 r!.=ht. 

Ju!'t a scoone . 

Yee. 

J.rch1e? 

Yeo . 

11e • rp going to put ~he cf'll t'l!"::> ugh to you on 
another circuit . 

I see . You ' ll put i t ~hr,ugh to ce , but on the 
otb"r circuit . 

Yee . 3ut listen, I think you ought t o get word 
to the Secretary right away , t hat we have an 
i:nport~~t - f acilitiec bearing upon the mecoage 
by which he ~111 prob~bly wAnt to act tonight. 
It ' s i mper ative thet he doee get it if he t ekes 
any act ion. 

I eee . 

And we think it calls for act~on . 

Well, I ' ll tell you. You get ce on the other 
ci rcuit and I 'll be able - I mean I've gotten 
etr iot 1netruct1one I can ' t touch hi m until 
eeven- tbir ty , but a s coon as seven-thirt y oomce 
I ' ll get it to him. 

I set' . 
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That ' ll be Juet about an hour end a h~lf . 

I see. :9ut I ' 11 - you g et yourself on the 
otllPr 11ne 

Yes , well now, I ' ll - I'll ring off now and then 
you wil l put t he call through on t he other l i ne . 

Th!lt ' s rigb t. 

All right, I ' ll v:fl1t ror 1t. 

I j ue t wanted to ~arn you th~ t 1t 1t 1oportant. 

All r1£)lt , then. 

I 

ss 
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Hello . 

Hello . 

., , . 

November 1), 1938. 
ltll p.a. 

SG 

All r1e;ht. Now Uerle , th18 1o the mea ee.ge, vrh1oh 
was handed to you tod~v . 

The only ~•lat1oo wh1ch we ce.de about the ~renoh 
t ext ae read to ue. 

As r ead to you and th1!: meeea3e wa s E1ven to :,·ou 
by Nunber One or Number Two. 

~ro, b:,· the red headed aar 1Ete.nt to NWI!ber Two . 

The red hec.d.ed 1'8&1ctllnt to ~·ueber Two . 

R1ght . 

R1E:,ht . !1:>1" the n, d :> you want to read t hat r.easage? 

Yes. But h e gavo 1t 1n .the name of the other two. 
B'J th !\u:nbPl' One r.nd !lumber Two . 

He gave 1 t 1n t~c naco 'Jt both ~umber One and 
:-!umber Two. 

That's right. 

'Ught . 

Yes. 

November 9, 19 39 . 

That ' s l!ovember 9, 1938. 

number one, pllrPgraph one. 

Number one , paragraph one. 

Paragraph one . 

Paragraph one. 

• 
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'Parasraph ?nt> : 
0: The Preoident of the Council of Ui nist er s and 

·~ph 

"Parauaph 

' Paragraph 

the ~1nieter of Finance express their hearty 
thanks t o President Rooeevt>lt and to the Secretary 
of t he Treasury, tor the message which ~as been 
trensm1tLed to them by :.:r. J.!!. ':'hey are t9k1ng 
cogni zance of it ~1th the sreat eet int erest and 
t hey wi sh to eh~roes their ~pprec1Ption Pnd their 
gr Btitude for the ef forts made ty the Presi dent 
and t he Secretary to r e i nforce the efficacy ot 
t h e tripartite agreenont, t o which the French 
Covernment recaine very deeply attached, and aleo 
t o rncrPI'se the already existi ng solidari t~· bf' t \·feen 
the t hree democra cies partie£ thereto ." 

':'1-o : 
The French Go1•or nr.tent is entirely !'P.vo~el}le t o an 
exchan~e of inforcatton ~hlch would in ~Snetsry field 
f ac ilitat e the notion ot t he resoonsi l e authoriti es 
~nd i n the fis cal f i eld improve effectively the 
means at t he dispocal of its ad~1nistrn tion to 
detect and t~ r eprea e freud." 

Three : 
l'he Fs•enoh ·Government underetande ths t the American 
Gover mnt>nt a lready hae at i t a d isposal, by virtue 
of the l egi s l a tion already in force in the Unit ed 
~tates , the neces esry mean£ of investigati on 
enabltn;:: 1 t to k.'low t!le t!lo ver.tP!'lts or foreign ae e et s 
and the meane to commu:11ca te such l nforcs tion to the 
Ste tes or wh ich - Ol'mer e of such aeaet e are 
nationa ls . The French l eg i Dl ation does not pr ovi de 
t he same f acili ties G.,d i n particular does not 
d1ecr1mi nPte between t he rights of the administration 
tore.rd French natlonels an~. i ts rights toward 
f ?reigner e. Speci10 l l egi sl a tive mef!a urcs would 
therefore 'be necessary . '1 

"'our 
3efor e purs uing t~ther the setting up of the detai ls 
o f the procedur e which r.oulCI b e ru~de necessary for 
the application ot the measures envisaged i n L~ . 

J . !J ' e messase t he Presinent of the Council P.nd the 
~1n1 ster of Finance believe it d esirable to know · 
the opinion of the British Covernment. Since the 
french msrket !e , ao a matter of t act, 1n d irect 
oont aot ~1th the British market even more so than 
with the American carket by r eason of the pr oximity 
of Perle and London , the measures envisaged 1n the 
commun1ostion of Ur . J .U. would not only be 
i noperative, but dangerous tor the French currency 
if the British GovPrnment di~ not endorse t hem 
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unreservedly , The French Government suggests 
ther efore thgt the British Government be consulted 
without delay and sine~ it poeseseee the power to 
legislate by decree only until the 15th of November 
lt n' uld l ike to !~ow its opinion as promptly a s 
j)OPGi bl e .• 

Th~t ' s the end ,r the mesra£e. 

!low , l et me see . I've 'been oonoentrat inc on "'rds, 
not on oe~ings to s gre~t extent. 

Y!'E . 

Hoy· , J uPt e second . ( 8Sidc) I want you to start 
just from the ~essaee 1tPelf -you don ' t have to 
go to numb"r one - j us t s t art the mes~sge ?Ut, 
! r·:>.nt i t ty;>ed . i'ih"r e it says pP..racrepb :me. -
yee , "'?U etert th8t. ~ello . 

'.'fell not• , as f ar 8£ I under st end, they f1nl'lly got 
~ro~~d to t Pl ling you that t~ey hev t>n ' t got the 
le~islet1on necessary Juot now, and th8t secondly 
it e eo import~nt thAt they ' d have to get the 
opinion or the British Governcent on it . 

~!o , that ' s not lt . '!'!>ey eey tha t the:" re v t>r y ouch 
i nterested 1n ' ur ~~opoeitlon. 

Th~y r re very much intereeted . 

Thr. t they 're entlr t>lY f~tvorPble. 

,Yec. 

~xc~onge o! i nformation . 

Yoc. £xchPnge or 1nform~tlon i s r avorPblP . R1sht. 

YPr . In both the mo~etnry Prod t~e ~1soel fie ld . 

Yea . 

Tb•y've used f1soel ae ~ax. 70U know. 

Yes . 

ThAt ' e the way the Secretary got 1t. 
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No . no . 

An~ ~he - t he i mportant part 1~ t ha t pa~ph ~wo 

you s e e? 

Yes . 

And the~ they £tete tbPt t~ey do not yet ~~vc the 
rule R t o put t he t h ing i nt o ef~Pct a s ea sily E>s 
·•e C?Uld . 

YP S . 

Th!> t t .hey I"Jul d h a ve to uee decree pon•r s to do 
th~t . 

'!c s, th(';t • !\ ~Pve to u~ I!' t!- e ir decr ee ,o~·ers to do i t . 
11 ht. 

"'htcr. expires :!J\'E:U'bcr 1St~ . 

~t._ht. 

! n fr>ct they , .. ant t hE' Act t o stand the 
op1n1?n of the Br1tiFh 0'vcrnmPnt . 

l'o1·, in other l'nr de they put t hat u,;> etrP1~·ht to us . 
~·o·· t!le;r r?u:!..'" 11~e u~ to ~;..E't the 0?1nton :>! the 
3rt t td ".ove r noent ~ 

eut t!-l'y have - t h !E> 1 ~ thP f1r et. t1MP the~" ve se ~d 
any thlnf' to th~ t ef fec t:: 

Th is 1s t he f 1r Ft thin~ - t he thing they s~ve me 
ll'e t n1e;ht weE - '"'>Uld not hPv e been ~nttrfr>ctory 
at f Ar PE - i f it r epreec1 ter the anerer on 
!' umb r r :ln~ :.e •~el~ ~<£ ' ueber Toto, t he:· adm1t.tee 
ih~t 1t ~ 1~ not . 

V('" • 

~1ven 1~ t he ma! l . !n t h e docuoente both n!'lme s 
np:;>eer. 

Yee . 

And t r om thPt - of~ ic~al . 

Tb1e 1& off1c1~1 . 
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A~d ~rrlved et after great de­
bAt • Pn~ ri1 ecues1on . 

£0 

"le11. , no,.,, ! 4>t r.r:e Pek :·:>u pers?:'lelly, Cochrfn . I 
h~d P f eeling ~~~ lr~t oou,le of ~~E thr t f r?rn 
t~f £Cnrr~l r.ers we hP~ ~hrt they he~ be~n eober~ed 
on r ?rogrPm o r co~~t~ted ao t hrt they c?u1d no~ do 
~h1£. :!or - an<1 t'ler" !'or~ th,.t they .. ere bll1n& 
poll~e "ut n?t ;:>·.u-su1nt' 1t. V'!ry h"~ . :!o•, do :rou 
c~t the fe~l1n~ t~ot thPre ' e P. ch~n~e 1n oplnlon 
th>'"' C? ThP t thPy hl'vc •wunE a round tocley rnd are 
lookl ng ~·· 1th more Pbeobte f~vor on dolns 1 t tbFn 
they - t " Rn F~Y yeeterdry . 

Don 1 t g"t oe to eay ''Pbsolute f e vor". I oen ' t - I 
cr~ ' t ~o that . ~PY ~~~ '~"difference b~t~ePn 
the tr? ~artners . 

'! .. r:: . ~£11, ~or , l et ·" rc:: :;ou soo~>t.::.tne cl=c . 
'Svi'n yo~ fe el t?-f't :;r the preEent 11:1e :.:p - t'1c 
:;ov1 r~nPnt llne up -,yr·r t.i: er e , the t t!ler could. c;o 
!'.herd rn<l do t!ll.t even 1f t ht>:; got " f'v:>rPble 
ro~;JonrP . 

I tl11nl': t!le:' coul d , yr:P . 

! c.ec . 0 ocause :~.,·· '~r.t'\··, 'n :he ot"tPr ::lor.rc , t~is 
:.err.c O.)~n1n5 ·.l.p t!l1c ,.,holt> tl'..lns r1th the ot hPr 
))eOplP . 

'!ec. 

And you ' d. het'.! ~::> ct:-rt. ... nd - ?penl::r; th1e 11 11 up , 
unlesc :•ou ftlt t'l!lt they - they "·"r" <!ef1n 1t!'ly 
go l n<· to do 1 t lf thP othPr peopll' P.gr pctl . I oeon, 
ln othl'r w::J r~ E , i ~ th1 P 1:' WPY out for ~hr,• Do 
t.l'c:· !'!'~ ~ thot v·e v•'>n ' t. c;r t eomethlnf - t hat they 
<'::>r. ' t Hnt ., ~lne 1~ r1._ht ?f!' o.n<! sr.:· no. TJ-ot 
th,.:· ... ,_.t :te t::> t!'.te 1 t u) d .th the ?t!v•r ;:>eoplc , 
r,rlln~ t'1~~ +)'e ::>t'lPr peopl~ ·111 spy ~o . 

'7ell, : CPO 1 t tel l yo:.t r tt>nut - w!.t h rPP?CCt L:> 
~Y p~rtner here t:>o . 

Yes . 

Ancl then v·hen I tstlte~ "l!.th :lumbet• TVJo. 

Yes . 
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Yec . 

I 'fDIIII!I4 !!11" IIOt. ent hus1t>etio, Rnd I t h l.nk my 
partner · .. ould ssy t nat the t'irot t1me he t"lkc<' 
.. tth "! ::- , ~e fo~'ld t certal.n 1'1g 1d 1ty in the 
" t C!oeplv•r e . 

Ye~ . Vlell no.., I 11 1 tell you C'c"r~>n, ~!-P t I 1m 
t.r;·1nt: to do is to get th1P - get th• e wrlttcn 
U.P , y OU SOP ~ 

Yee . 

And then I ' ll - I ' thtnk I ' l l ~Pve it ~rttten up 
~n time to ge t t o t he Secr~tery at halt-,Pst 
seven . 

Yec . 

k'l~ then I ' ll brt'l: 1t ~~ ~lth h1~ and I t hink 
te wl l l 1m~edi~tely thrn call y~u. or cell you 
e:>':lPr•hPre a ft er !:rl!'-;;>er t oe.ven ow- time . 

'.'/ell, n:t fri end and I ~hell be right her e a t my 
"PPrtmr nt . 

! ee'! . 

You ' A bet t er take t~r number or they' l l be 
ctlll nc t~e ~bte ey . !t' c Kleber -

K.:.t.-£-B-E-'\ 

?P 

?Q 

c~. Kleber 79~2 

Thl' t 1 e r~Eht . 

Thet ' e your apart~ent and t hat ' s where you'll be. 

Yee , both of us will be here. 

I see. •.voll now, the poi nt 1& then, thet we m!ly hnv:e 
to eo to onor! to - end he 1d probably want us t o 
approach the other people. 
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! r::ean -

Y:>u set th~>t ver," s t r ?ngl y that 1t l ooks up to ue 
n?•v to PJ>pr oach them? 

If that i s the qu~~tion , nell - J ~st a ~econd -
' 

I' 11 tell you why , bet v1een - :.:erle . 

Yee . 

: ~n~ the fe eling the Secret?r.v ree ~tnd of cooling 
c?rn . !{e th':11.1('h t t~1 ~ T'h':lle thing, t hi s m?r:l 1ng, 
rhen ! told him, hr thou;ht the rhole thi ng res 
betns kin~ ':If lot d?~ , you see, a~~ : c t •n •t ! eel 
thPt he I"F.P qui t. :.- :l.c enthuotectic cE he ' 'all ~>: the 
beg1~~1r.L . : •m .J ~st e~v!n~ ttat ?er s':lnrlly . 

! see . 

An~ so I ' c J uPt woncl ering i f this i s gOi n¥ to be 
str ons enough t o carry it throu~ again, n?r . 
These are J ust per eonsl opinions . 

Yee , I 
:>~One , why v·e 1 11 

Ancl then r·hen he g-? ta on t he 
~tb ex,letn tt to hi~ -

F'!.~~ . ·~!:'1' . ! th i nk th~t ' ll ':Jo oetter to h .. ve him 
cal 1 y?u . I n the ot~>nti~e , I' ll try to ~et people 
t':lgether i n co ~e ·-co n~' t d - r.:;l::o<':r . 

Ju~t one sec':ln<' . 

Yes . 

\ 

'7hP.t re mPen "-"' r r i s thAt t l'o<?re ' e '::err d i1'1' i cult. i Pc -
11' accepted to ge t ~ut thl·s et a t enent "hich 

v•e ll&ve . 

I Fee . Well, I ' l l t ell you - I ' ll g et th$t stat.ement 
r.1ade u:> and then ~:e ' ll set in touch with you, then. 

Y':lti - you get it fixed up and we'll both be ready 
to tal~ to t h e Secret ary. 

Fine. 

And 11' 7ou •re 50ing to do anything - ttoe i 8 an 
element, you 881' -
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Oh yea , 
Sat.Ul'li&.)' 

Fr1day/~nd Sunday Pre holidays hPrt -
TherE' ' s 

63 

Oh, yea. /no doubt t1ce 1& the elE'ment all tho 
nay through on thie. All right then, I'll get 
after ~hie ri&ht away. 

All r1tht, ~hen r e ' ll be here when you cell back. 

Fine. Goodbye . 

All r1ght . 

Goodn 1e:,h t. 
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J.!ello. Hello. 

Juet e. minut e . 

Wao ie this ploe.ee7 

Nove!:lber 9, 

7 : 58p . m. 
• 

Thi s is the Washington D. C. l ong d.i stance operator. 

.:r . :!ore;t>nthau. 

~ello. 

~e•ve l o£t ?P-rle, but J ue t a second . 

Th!'nk you. 

I ' 11 rlne: y:>u bnct~ , eir . '!ello . 

Hello. 

I'll r1ns you be ck , air . ·~e los t ? nr is for a 
m::ment. 

Lo ~> t Paris . 

We ll, ! 1 m all r1&~t. 

~r . Cochran ~re right on the l ine ther e , but we 
loet P..rie . 

uello. Hel lo , operator. 

Ye6, ~e los t Parle . Hold on . 

YeE . 

I ' l l walt on h~re . Thi e it h i s oper ator. 

Yee . All right. . Thank you. Hold on. 

'fello, llr. Hloknum. 

Ecllo. 

We 've lost paris , !'r. H1c1t-r.~,.n, eo you cen turn 
i t off fore minute and I' ll ring you when ~e 
want 1t on aga i n . 

All right, I ' ll be right here. 
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You can put 1t on Aga1n, L~. H1ckman. 

All r1gbt, 1t ' e on . 

65 
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"l'Jr: 

O;JPr11t.or : 

'"'l'Jr: 

0 : 

-..: . ::-rl~ 
C:>ch r Pn: 

u;· Jr: 

~. .. 
, . 
" ' 

u::rr: 

C: 

,., .. 
u::Jr: 

,. , .. 

'!l' Jr: 

!;l: 

"'! :Jr: 

... 

'!ello . 

Yes . 

G~ Aheei ple~ae . 

!'ello . 

·.:r. Secret.Pry . 

Hell::l C~chrPn . 

., , 

~roveober g, 19:58. 
8 : 03 p.m. 

: •c ~ere ~t ~v np~rt.oent. end _, tr1end 
1e l"it.h mP . 

I don ' t hear you . 

I eay I run nt m;; '\pP rt:nent. end rq friend 
is h"r~ 1"1t.h mP , ll~ tcn1nc 1n. 

''lt>ll , l e t - c~r. I t ~ lk t~ hl m? 

Yee . 

All r1e;ht, e1r . 

!-!ello. 

F'ello ::". !!onnott. 

Ho•· are you? 

I ' m \'ery wt!l l . :.:r. :·onnet •. I ' v" reed tlt1o 
oee ease ~nd fr~nkly 1t Jurt doesn't ~ke eenre 
to =s. "E'llo . 

I C9n't hear you. 

I sey the oeeease - hello . 

cs 
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Hello • 

Can you beer :ne !"!:>•·? 

! say I heve read the mrcPoge . 

Yeo . 

An~ it does not make sense to me. 

Doec not make sense t o y:>u. 

~o. 9ecruce I - I've eot n~thi~ to tell the 
English, because I ~on 't kno~ whet her this 1• -
G queEtion the• t he French G~ve~ent wishes to 
put up or wheth~r t he French Government 1B rePdy 
t~ do something. 

I ' m sorry , you - r-e have not a very goo~ connection. 

bad c:mnectlon . 

"'ello. 

Let's try r.nd get A better ~ne . 

One moment please. 

I CAn 't r.es.r. 

All r15bt. One mo~ent pleg~e. ~. ~orge~thsu. 
Hell o , ~. ~enry ~rger.theu . 

Tr.at 1t the direc t ?Rr1B cir cuit ~~d our circui ts 
to London , they ' re having eome e t a t lc interf erence 
on t~oee cir cui ts , a t present. 

To London. 

Yee. But you ' re t alki ng on t he direct Parle circuit. 

Regraded Uclassified



"'!:Jr: 

O: 

·•onnett: 

... 
r:;:Jr: 

' .. 
u.:Jr: 

. . . 

~~Jr : 

·.:.:.:Jr: 

.. . 
:.t:'Jr : 

" · 

- 3 -

Well, l et me try 1t onot more. 

All ri~.ht , elr. 

l'ello. 

Hello ·:r . Uonnett . 

?ne moment. Go o~ead pleaee . 

Yeo, thin 1s h i o spee~ing . 

Y~e. :hear you. 

I sey, ! ~ave n~thin~ to tel! tae Sntl1sh. I 
o~~~ I ' o not goinz to put ~ a hypothet1o&l 
ques tion to the Sneli~h - ~~llo . 

Hello . 

I o~a:'l ! don ' t ::.nov· l'lhothf'r the French ,,ent to 

sa 

eo i'Ol"Y:srd or r.hethcr this lE sloply a ~potheticel 
ques tion. 

:;o;- , 31 VI' c.c "' clu>r.ce , ~ o you 
t~e position - ~Fllo . 

! do underst~nd 

1'/!'l .. t 1s thPt i)leese , :lr. :l.,nnett? 

I sr.id , l e t ::c underet~-nd - expl ain to you nha t 
! underotand ~ould be tho posi t ion. 

Yes . 

I ' m sorry I don 't s~t i t. 

Th"Y h..o,·:e h&d a great deal or discussion . 
~f'l!o. Can you hear %e7 

No, I didn ' t - ! don ' t understand you. 

We have a very bad connection tonight. 
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HIIJr: 
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HJIJ'r: 
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HJUr: 

II: 

HMJr: 

II: 

HMJr: 

lh 

KIIJr: 

Te•t bu~ ~e7 ~ell ae ~ha~ all ~e oonneo~1on• to 
LoD4on are wor•e. 

I w1ll U07 . 

Tee, pleaee . 

I ea7 ~~ ~he whole eoheae on ~1• -t~er bee bad 
a great deal or d1eou•e1on . 

I under•tand. 

And 70u reaember our t1re~ oonyereat1on. 

Our oonYereat1on. 

Our t1ret oonYereat1on on ~e ~elephone . 

Our t1ret oonYerea~1on, 7ee . 

Tee. Tau. reaellber the it 

I reaeaber tha~ . 

Well now, the whole th1ng • .•.. 

Ye• . 

Certa1Dl7 bee ooae around ~o ~e 1dea expre .. ed 
b7 bU. 

He hae ooae around. 

He ha• ooae around. •ow ~e d1tt1oul\ ~hi.ng bee 
been at~er 70U haye eeen him. 

Tee . 

H1• prosraa wae Yel"7 d1tt erent - an ent1rel7 
different plan. 

R1e prosraa ••• what f 

Wa• ent1rel7 different. 

H1• proaran 1n the new•paper• wa• d1tterent . 

Yee . 

Yee. 

' 
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.t. let. All4 t.he;r ·~ Ullel at t.hle pe1Dt. '1'U.r 
8fq uaat t.he7 are preparecl - t.hle 1.15\Jl - tllat 
the;r are prepare4 -

Yeo. 

!o go t.hro\l&h - to go thro\l&h -

!he7 are prepare4 - let •• repeat - \he;r are 
prepared to go through -

&D4 - 1ntor.at1on - exohao&• ot 1ntoraa\1on. 

W1\h t.he exohao&• ot 1Dtoraat1on. 

In ot.her word a, tolle;r oer\a1DlJ' are prepare4 -

:ro 

an ex\ene1on ot t.he \r1par\1te -
1ntorJU\10D -

I'• oorr;r, I don't go\ \hat. 

Can ;rou get ae? 

Wo, I don't. I'• oorr;r. 

Let •• ••• whet.her I oao hear Coohran an;r better, 
w1ll ;rou ploaee. 

n&\t 

Le\ .. ••• whether I oan hear Coohran an;r bettor. 
I'• uoed to h1o Y01oo. 

Oaa ;rou undero\&Dd •• bettorf 

r... llloh better. 

MDanet oa14 \hat t.he rrenoh bel1et 1D41oa\eo a 
w1111Jipo .. \o -· An exteno101l 
ot tho tr1par\1te. 
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In both t1elde - both aonetar,y and t1eoal 
tu t1elde . 

Mooetar,y - now l et ae - that the7're w1ll1ng to 
exohange 1ntormat1on 1n the aonet&r,y and tu 
tleld. 

Our new 17etem 1n the tax 

What.. that? 

In p&ragraph two , 1n ;,-our etatement.. 

Yu. 

Where the)' 1&7 1 tieoal 1 that. ae&ne •tu• . 

Yu . 

71 

And 1n a epeo1al th17 are w1ll1ng to exoh&nge 
information 1n that t1eld . 

But Cochran, a a we 1&7 oYer here, and e o what. 
I aean, we're going - what are the)' going to 
do after we've exchanged the 1ntormat.1on? 

Bow nit a a1nut.e, now, that ' • eoaeth1ng that 
Aroh1e d1dn 1 t get. Do I underet&nd that th17 1&7 
the;,- are read;,- t o ulte the g1Y1ng ot th11 
1otoraat1on ooapuleor,y. 

That couldn't haYe been 1n the right eentenoe . 

What' e that? 

In t h e third paragraph, 1t the French leg1e lat1on 
doee not proyide the eaae tao1l1t1ee that. ;,-ou haYe. 

Well, I underet.aod that. But. the7're w1ll1ns t o 
a&lte 1t ooapuleor)' to g1Ye the 1ntorut1oo. 

lfo. 
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Wel l, o~opoelng they do thrt, then wha t ? 

Thet ' o as fer as t hey hnve son~ in tc1e. There ' s 
~oth1~~ ~bout control ~fter thet, noth1~S about 
rc,>atr••tton . 

~~11 , thet •- the ~hol~ potnt . 

I mopn - Cochr~n , I ' m no t £Olnf to - I ' m not going 
to be klclnel'. . · 

I di dn ' t get that . 

I' m not goi ng to be fool ed. 

.,., . 
back~roune . As I ' ve told you the backgr~un~ a 
oouple of dli.J'• ago. 

Well , but I don ' t care wht>t t he ':leckgr ound 1£. 
I ' m no~ i nt Pr ested . 

9ut I don ' t care . I mPsn I ' m too ousy a man to 
be fooling around r t th th1c ctuff. 

I coean I - I 1 ve spe~t hour~ and ~e.:• a on t 'l1to t.h1ng 
1\n~ I c'l•m ' t want t o - ~·ou eM tel l h 1::! ! don ' t 
r-oan t. to be b:>ther ed any more "1th French trouble 
unless they ' r e ready to ~o bue1nesa. I'm get t ing 
olck and ttred of 1t. 

Well, ! ' 11 bol d l n continence r·1th the top o&n. 

!' o novr, I ' m not - :,rou're Just to tell h1c what ! 
sc aaylr~, that'e ell. Fello. 

:~ friend here ws~ts to t alk to you on that. 

I mean I ' m e1ck cr~ tired or l t . I can ' t be 
bot her ed any core . I don ' t want t o bear anything 
core unless they want to ~o business. 

~onnett v.-a!lts to t~> lk t o you on this . 
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But I mean - I - I spent hours hans tng on the 
tf" lephone and I ' o to ;>ut up a ~·pothet1eal 
quest i on to the Sr1t1eh, 1t ' & i>erfect.ly :-tdiculous. 

'""e ll, 
r e ' ve oeen able ~o get. 

Well, I ' m not goi ng to aak the French. I'm not 
asking them to do anything. 

Lopt night they gave me a reply whi ch ind icated 
def initely that the l!ini eter of Finance offered 
t o negotiate a doubl e t.outat ion wi t h you but 
t hey round this '"OP. not cono1ttent with t hf' progr am 
of t he :lor· t hqt was the impreec ion 
I got fro~ the ~1n1ster. 

3ut I ' : not ~a~in£ abo~t t~xat1on. I'm not - thi s 
this is t clkins - they've c ot a ser1oue ;>roblem . 
)low, "ey a.r e tt.e~· trying to crord t he l etue. If 
they don ' t ro~t to go t hrough ~lth the proer~m 
pleeqe t ell ~e becauee I have lots of oth l"r things 
to ettend to . 

I ' m - I ' : just com~unic~ tinc th~ meepagc eo t got i t . 
And l RG t night I bave you t he message 

Well, whe t I ~Pnt t o kno~ - Pr e they going to put 
in e~ch~nge control or -ro they not? 

What? 

They "':ml<'i not put 1t in to begin v:i th . 

l~e 11 then , the 'flhole thine is a failure . 

I ••an theJ baYe no 14ea. 

Whe t' s th('t? 

• . ezohanse oon\rol ~ould not be suf~1c1ent with 
the program whi ch t he;: l'.re going t.o edop\. 

Well, they can do anythi ng thPt they want and I've 
got l ots or other th1n6& to a ttend to. 

All r t gbt, s ir. Ju~t e clnute . Uonnett insi s t s 
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T'tlr 1s : ;~nnf'tt apeekl ne . 

I cay , bel!~ . Thi s 16 !:onnett rr-et>l-:1nc; . 

Ye£ . 

1 c~~. I - I hcPrd ~~At you Jur t ££~~ to CochrPn • 

:.:- · I t'igured on t.h11 
:1ju ·i?n 1t. ~e .. ~l!• .. icu~t1tr, b•.t~ t!:!.c - oy un"'Pr­
~t<'1' 1ng , cler- U:'!d rrt"n" 1:13 1r th~ they do oc"n 
bur!.nets . 

by th1s method de1'1n11. ~ 1y cor.::::!ts thl" 'oPtt con-
tc~por•ry mee&ur ec · 
t'o•· t hey h!l.ve not by th1P meth:>c'. , brou£ht the eYente 
"Jf the exchRnt:P control, ane 1f t hf!t 1 ~ the 
c;u~Etion f'il lch ,.,e could de finitely cleer v•lth 
then we ~111 , 

\ 

"'e lc, I ' ~ r~rr:· ?•Jt. I ' ve lived r lth t.hie ;-rench 
s1t·1at1on !"Jr !'1\'e ·c•rs n~"" rnd - the C!"ltlcel 
cl ':.u<>t!o:~ t ha t tt ey ' r e i n ; th1r tl:!ns Jus t 
doeon ' t oP~P eenee tom~ . 

~ell , nor loo~ -

I ::lean ! C'on 1 t I'JlO•· r..,f't ! ' :;. t'J t el '· t he !lr1 t 1r'l . 

I eor. ' t knov· v:h" t ! ' :n to tPll t he Sr1t1sh . 

1f you pler se , after t h i s t a l k toni~'lt t here ' s 
stl!l A mor e def!n1tc - what you ' r e go l ne to tell 
tbl' ~1t1sh . I ' m eu!"e thot wl th ttP ~rozram PC 
1~1d a lready, I t h i nk r e aeoerta1D 
de! 1r:!. t e 1y t.he t hin£ , one was· 'r t he ?tber tocorro"'. 
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Well , ~. Uonnett . 

Yes. 

., , 

Hello. 

75 

You -.r.t' ! spent :me nel'k on this Q<ttter. !low -
! ~~ve certelnly fQr !tv~ years Eho~ ~ 1ntPreet 
in the Prench problem, but lt j ust puts ~• in the 
cJsit1on P.s tho~~ the French Pere eotne to do ce 
r. tP\':Ir. 

'Tot •!11e - thiP ceeerc;e does not mean thet e.t Pll . 

"'ell., I j ust don ' t understand 1t , and Kr. Lochhead 
who' r · ttt1ng next to me , ho "oesn ' t undAr otand it 
any "'or" than ! ~.? . It juEt seeme s11 ty. 
?ell:>. 

:t se~~& Juet e1lly to u& . ~e don't underrt~nd lt. 
I'~ not coin£ t:~ put u~ : cef•eee lll~e this to the 
Br1 t l&il. I me e."\ ••e c<~n exchange 1nformA t1on any 
time , and after VIe ' vo exchange<' 1n!orr..~>t ton "'hat \ 
Arc , .. , go in£ to do? '-! el lo . 

I don't hear 70u Yer,r well. 

I Qell."\ after ,-e :!:'c"~nge 1n'"ormat!on, ... hat are -e 
g?i n; o <~?? 

I mean whnt a re t he French po1n~ to do? 
l!r . r:onnett. 

They say thAt they are deliber a tely - thPt tb~y know 
de1'1n1tt>ly agreeing t~'\t the Br1t1eh agree .,ith the 
e~changl' of 1nfo!'Cl:l.t1on, b•lt they prefer t'> dispoPe 
of the ;>rocedure t hP t hi's been dre.tr-1 1n Englon<". , 
0 "\t' .. thflt :,t::>U t._'ld : ,.. 'l"k. 1' .. 0gP t.her. 

vp~ , but eupp:l£f:Jf'! send tor a !'e~!'eee:-te.t1ve 'lf 
t he Br1t1th toni~ht, Pn~ I say the French put up 
a ~ueet1on to ce, are the British and ~n1ted States 
~overnments willing t'l exchange 1nforre• t1on? And 
thpn the Brltlsh rill sny to ~e - hell?. 

Artd ~&koethe 10form~t1on compul sory. 
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Well, and euppoelng the7 do u.ke 1t. co~ul101'7, 
then what? I aean wh7 are the - I aean - the 
P'renoh e1 ther do the th1ft8 the whole w83 , but 
don't go one quarter ot the W83· 

Hello. Let •• tell 1t to 70u. IC1 1nneraoet 
teel1ng 1e thie. !hat we are prepared and 
anxioue to go the whole W83 but the7 want the 
naae ot the certain control wh1oh we know ot. 

'l.'he7 want what? 

7S 

'!'hey want to adviee the name ot the exchange control. 

I don't - I'• eorr,r I ~on 1 t hear ,Jou. 

The.)' want to advhe the nue ot the exchange control. 

Well, what are the.)' going to do? 

Look, let ue - atter thh talk, det1n1tel.)' clear t.he 
aat t er further toaorrow aorn1ng. That will 
eome dittioult,J with ver,r great progreee. 

Well I ' m aorr,r, I didn't underetand. 

I •83 we have made alread;r eome veey great progreu. 

Well , I wieh I thought eo, but neither llr. Lochhead 
and I appreciate it. 

I t ell .JOU. I agree with .JOU on one thing. That 
tax aeaeuree that have been weakened by ,Jour tr1end 

Hello. 

The aeuage, what? 

Th11 aeuage hae been we&ltened b7 70ur tr1end 

Yee. 

It lea vee what? 

It leavee ••••• 
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Yee. Well I - I •ean - 1t - l t I t ake the 
••••as• Juet the W87 1t 1• written, to •• 1t'e 
•ean1Jl6le ... 

I oan 1t hear you. 

It I take the ••••as•, Juet - exaotl7 the -., I 
reoelnd 1t, 1t 1 e •eaninsleu. Hello. 

Yee. 

77 

And - I mean - I want to do all I can but - but I 
oan 1 t - ae I expl.a1ned - I can 1 t do 1 t tor the 
French. The Frenoh have got a orit1oal eituation 
and they've got to make up their m1nde whether they 
want to operate or not, and - and I would 1&7 they 
have not yet made up the1r &lode that they expeot 
to uee the kn1te and operate. 

I think - on the text we • ve had I '• clear that 
they've aade up their mind. Otherwise we 
wouldn't have telephoned you tonight. 

Well then, why not eay eo. 

I agree with you that the language ueed 1e not -
eeeme to be olear. Now let ue olear that up 
tomorrow •ornlng, and we won • t go very •uoh 
further 1nto thle, either one -., or the other. 

Well, that'• what I ' d 11ke. 

All right. 

But - but -

Cochran and I, we'll have a talk with them i.n the 
morning and clear detinite17 th1e oontliot. 
It they are prepared to the Bri thh and 
after that whAt are they prepared det1nitel7 to -

lfow ehould I •&7 anythlns to the Br1t11h ton1ght1 

How do you feel about 1t7 

How'• that1 

How do you f eel about it1 

Well , I - th1nk it'e ueeleee, I thlnk 1t ' • Juet -
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'"Pll ~"·" or.ly - the onl:• Pdv•nt.o-e •·ould be thllt 
tl'lf';• 1 

·I •mov t h?:, &Omet.h 1n;; 1"1lt1 e::ictns , t hP t 1 o I' 11 . 

Ar!l ;;o•.1 .)re}'ared to tnl't to the:n t':l:lOr'"':l''' ,.~rn 1ng? 

Yer , ! 1t:: .~rc)ered any t.l :l!' , 

"''t , - y:ou! ci :;ou _>r.,f er - •·ould you like lt better• 
Tf'l.t to :.hPc onl:· to110rrow IIOI'IIlng 
a '"t. • r ""'"? •· ·e tE-lkt'd to Y:J'J. - t.elked ,...1 :0h t.hecfl 
' '~l~ ~n~e ~~rc. 

-£11, l 4 t w~ ~ ~~t et.J~ ~r.~ ch1r.k ? cin~te, r1ll 
~-.,\1? ""'11~ ;;ou hJl -· .,n -. cln'.lt £ , pl~e ~~~ . 
~ ~t ' ~!~~te , pl~~ae . 

: r , : 'onn,.t t . 

·~r. ::or.n~t :. , :::m exp l~tn•~ t'l~t ~t rould !>c 
"':.r-c~ r rp Y'\' -:or t "l.e !"rcnc:h C?\"6 ""!'!.=eoo: t t.'l PA.£0 
~~cr~~o by ;;!>.~.'e:::lber 15th, 1r. orde r t!:J -:!"":P t~c 
·'' )IJlP -~;:ort ~l'•t thP1r 1'oro1e:n ~old lnsr nr c. 

YPP. 

~-,.... . V?u U!'l~("rt t.!""'l'\ ,_, t l" ~ t Un1 teo:! St Pte~ elre.,~ y 
hiiP legLrlot.ion t') thllt e~ ~t' et. e..'1d re do gt' t s•1cr 
1 .,~,r .:otion. 

"Ye, ~lreA"Y , the :'n!.!. c~ StPt~:~, al"'o rot'!~, d?Ot ge t 
S'JCh lnf?n'!H"tion . 

Y~u ~rve the l~c1elet1on to compel the pe':l~lP to 
&en~ th•t !~!o~rt1on , 
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• Yes . ''lo get t hE.t 1n f or mnt1:>n. 

?':, you d o . 

:;o., , however, v-e have r.o t got excha!lc;e C!>:ltr ?l, f' t 
t··~ -!>:-:ent . 

:r t~~ French pr e£ the 1~·1s1Pt 1!)n to SPt 1nf?r mP t1on . 

Yor . 

Then Pr l' they , et the Clll1t> time, g o i ng t:> pn&P 

1~~\PlPtion :>r decr~eoe e:~~orc1n~ r u l ec t~ ~~Y.e 
t h!>re ,e:>ple to brine t he c?ney back home. Are 
t hey? 

I Juet now told 
e · !.. 1: t:':)cent , 

~1 r 1 & ~~ i~~·~ t~ coc.1tcent 
:m th!.r point . 

'"ell , 1f there i s r.? de f inite com-:1tMt.>nt ~l\11t they 
!'"'~ :;ol.ne to d !> thc t, they - by !:ovel"bcr 15th, 
tht.>y w!>ulCI h~ve no r1£:ht t o mPko tl:.'::>EE' C?l"Ml t men t c . 
! mcP n , 1n '~her v ?rd~ , the~· v·ould have to p!I&E 

decrees by ::ove:r.hQ.r l~th, r.:,~ :)nl:.' ~t::::~:: fox~ 

inf 'r"~t !.~n , b~t nl s? t1v1nr thee ~orerc t? cnt or ce 
r·.tlee ~t"'~ ~ould ~~'<" tht pt":>ple C!"!!':'! Lltc Mon~y 
b~>o'<. 

Yes . t.nd this •ere,l3 ha4 been 
giv en t ? u£ thiF !\~tl'rn??n . 

Yes . 

4.nd etPtcs <" e finitely th~t they ~> re ;:>reopared t:> 
t l'kc coru;>ule ?ry t::!'uur ee to hr.\·e - to f or ce t ':t> 
pbOplt.> t' give thi e 1nforcpt1?n . 

We l l , no" l e t a:e ~ ·.'e t cont 1n>..te . ~ou s e e , 
t hey tay - and I ~ish you ro~!d read what 1t .-,a a\ 
t he bes1nn1n£ of pPrAgr P,h tour. 

J uct one second . The be g1nn1nr; of par~>srt> .>h f o ur, 
yce . 

Yes . Before pursuL~e furthPr the set ting up of the 
dcta1le o f t he proce~ure r•hich wou l d b e ::!r.de 
r.e ceeaary oa t h e apvl1cPt1on of the ceaeuren 
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ao 

~r.v l easecl 1n the oeeceee, the etc. , :r.,u eee7 

Yes . 

T:le "1n1cter ou-t knov• tht' opt!'1on or t h" Br1t1sh 
C?Vt>""nmcnt . !n othe-r r1oroa , v·hP t they :l~ c~rn 111 
this , th9t t'l~: ~£ the dey r•o v·Ul def1r.lt.!'t" 
- de~1nitely comr 1t thp etrtement b7 oo.pU11or,r 
•e&•ur•• t o foro• the people b:r euoh report.• t.o 1nfor. of their fore1sn hOldtnge. 
Secoro.c', 

be ;~re_:-gre~ to tP~e e t•; c , !lut t:!le e:r.ect step a to 
t~<e, re -~nt to ac so~n ~~ 
"e ::r.>,.. th~t :'"e !'r1tleh end. you ere 

~ell , Pe the Sccrl"tPry i>C~d that putt ..:e 1n a -
1n the pOFltion of llF~ lns: :: ~~·p:n.hnttc:.t ::.~l'ctl:m 
of ti:!e .91'1t.1e!l. \7ell noY., l f the French ee1d 
t t•t l~ "he Jr1t1rh ~rrf~d ~e ~~11 put through 
tho£e oeas••rre, t.hen we coul-1 3rk e queFtl:)n , 
but nll they ' r !' e11;•1ng lc wh~t r·1ll the Br1t1eh­
r·he.t v·111 t he Brltlllh th1nlt f'b:)ut this r:1e then 
c.fter VIe Bt't t'l.:.r Opinion ••e ' ll a ecide 1'•het"•r 
or not re ' ll ~o 1t. 

You ~cen wh'~ ~c ' ll ~ o 
b~t wh~~ ~tb•r steps nill cooe 3ftt>r. 

YeE . In oth 6 r T•orea , h"ve we g.,t - 1s - ! mean, 
to use t.he rords !rPnkly , right out, ~ E ~he :rench 
r~v~~ent prepsred ~0 ~ut 1n e:r.chenge , s tringen t 
e:-.cbe:'l-e co:'ltrol PMV' .. e' thst the 5r1t1£h &re 
P~eee.b!t>, ~r ere t~~y s i mply r~~tL~£ to :~or 
i s - roul:l. the !!r1t1s"' :o•:crnl:!er.t "e e.greerble 
end then t!'>e Ft·ench Covern-:~er.t cake up their -:~lnde 
e.ft~r t iley he11r from the 9r1tlth . 

Lo?!:. , 
the v-hole quett ion wht t ! do believe comes down to 
one rord , bccRuee exchPnge control, a :'lew men, I 
think 

WhPt ' £ t hat again plenac1 

! "h1nk they ~111 do everything except call it by 
nP:!le . 

No, ! don't hear you. 
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I think they ?1111 do everythins excep t crll it 
by nrme . 

I 'm aor~; , I cPn 1 t hea r you, 

! 

0 

'!ello Archie. 

YPr , Llerle . 

l!onne t t onye he 1 thinks they '11 do everyth1.ng 
to~erd thPt end of t he exchP~ge control, but 
not eel! lt by that nnme. 

81 

7hnt you ' 11 do everythln£ t o'f'e.rd exchPn£e control 
b•~t yo~ ~on ' t call l t ~,. t hPt n!'.me . 

Th" t ' ~ ever y tl: lng. 

"/el l , l'lhP-t are we e otns t o c'>ll tt by to the 
9rH1oh? ''/e cpn 1 t dodf~e t he quest ion l'lhen we're 
tr l k i ng to the Br i t ish . 

~nd -

!ro,.. l1tten, :: .. rle -

'7ell listen, ::erle, ~he ..-ay I get 1t 1& tli1e, t.he 
!3rt t1Bh sP.:; - !:! E>llo. 

ur llo. Yee . You people require a def1n1te 
coomtt~ent on exchange control 
AS 
you c•n not get lt. 

rr 1t ~ .. ~u1res a de~1n1te commttaent ~o s~chP~e 
contr ol ··~. ~e:•npud c•r: ::.,t do 1t. I s that l"hl' t 
! get? 

'!~c . And have 1nd1cat~ tb10t 
hPvlng said that you ' ll put on no oeasure 

t hat you crn 't get him now bef ore 
November 15th t o take a positive measure or 
exoh~tnge control. 

Regraded Uclassified



L: 

.... 
~ · 

' . ~. 

C: 

L: 

~ . 
~ . 

L: 

L: 

.... 
~ . 

L: 

C: 

~. .. 
L: 

- 17 -

Now, a e I understand it., Ur . Reynaud has made a 
puolic statement that he ' ll have no exchange 
control. 

~e ' ll hrve n~ ~eaaure of rretraL~t . 

~r ha s no ~ea sures -

Of reGtra1nt . 

':If r cetro t nt. 

Of reotr:>.l n t. , yes . 

32 

so th r r erore , he ' s fl~lng "tth t~e idea of exchan;e 
c~ntrol, b••t l'.e doecn ' l. -cnt t~ use t he " ord . 

: -on ' t ~ven eey ~hat much . I ~on' t go th&t :rr. 

You "'"n ' t go t he t :rr. 

t:o, ! w1l l no t . 

'?ut - but lis t en, ~~··~ ' c tho on1.y point : :>~rle , 
putting it up here , I c~~ und~rEtan~ !rom r.hn t you 
cay noov tha t tha t ' t 11hy the)' r orde<' t he mee sr~e 
t hi r "f!S · They se.ld thFt they ~111 go obcrd Pnc 
eel< : or i n:l:or >net!on. :!o- t hen I ;>resu;ne t hey 
oean t hrr e t hct ~f they 3P~ th~t 1r.t~r.nat1o~ t hat 
it rould be the s~e Af exch~ce control . 

1f 
·•el1 , l"hl' t I oe:>nt wne t "I\Pt/the0• ~"c tr ~tt 1n t'orm~ t1on 
indir ec t ly they could probPbly f orce t he p~ople t o 
brln~ coney b •ck . 

~u1te yOse1bly, .yes . 

~ell n.,-, 1: tra t le t he ca se, y~u cgn get 
exchange " f 1nf~~~tton with t~~ Un!ted ~atca At 
~ny ttoe . That ' s not ~pccial and t hen it ' s U9 to 
t he French t~ uae it t he r.aJ they want it. 

Y!!& . 

But 1t' we 're going to go to the Br1t16h anc\ eay, 
"You t Pve to give info r mAtion•, f!ret ot' all the 
Brit ish are goi ng to eey the eame thing ae they've 
e lwaya enid, probably t hat t hey haven 't g~t tha t 
1nfo~tion and they don ' t have laws to enr oroe it. 
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• 
Y~r . 

~~y 1rP goin: ~~ tell you th~t right a~ey . 

Yt>&. 

S? ~here~?rt' , ~bert' do ~e end up e t a ll? You 
Ju&t 111,. a atal-ta. S•.tt lt puts u& in the 
pOG1t1on Of going ~0 the British 'lnd &a;tlng "';'he 
French want to know whether wlth exchl'nge 
1nforml't1on "and 1f th!' Drlt l sh saye "For f.'hl't 
reacon ," ,.,e can 1 t el'y anything becPuee :;ou 
C8n 1 t s~v exchsnge control over ther e. In othPr 
1·•o r do , i s t~e Fr~nch :!1n1Gtry l'S lt 1 E conetituted 
Just nor, ;.repart>d t~ cross this ~ri~ge or not? 

Ah- in~~~otlon : haYen't talked rith tht' 
top mRn, S.."l~ t he ~ry aft•:- ~· friend b,.re, tql'~~d 
to h1~, e cou~le o~ daya , I esr tte eecond mqn you lt..,.,, ... 
Yec. 

AnC hl.e rP.action wes definite ly to th~ et"ect tl>e t 
thic ar~nng~rent - thic ~l~n , wes not con~lfltcnt 
•-lth h i & ,>rocr aa. 

T~Pt 1 c ri&~t. rrd I can un~•rrtand thPt . u~ th?uSht 
t~rt thls arrru><;e::J~n t. .orouldn 1 t be conl'lstPnt wl~h 
his ;rogr t>o . 

An~ while he cae co~ee~ed now, t~ere 1 a ~PC~$ 
cer~q1n c~r.c111e~1~~ bet~ccn the tro , tn~>~ th1e 
Et!'temer.t :vhich 1e so much l~nger thPn t' •c one 
bs t r.1g.ht . !t l'ft> s not lie l! vered to me , but rpr.d 
tO J.IC, 

V I"£ • 

lion 1 L lns1!1: -
not 2•·bocrlb t> 
-~~ld be lnter?retpd 

, but ... ;; per e?r.al vler , I 
~~r8onel vier is th~t he rill 

rlth decr eee ~h1ch 
es cT.ch~"lge co~trol. 

~Pll 11eten ~erla, g~tt 1ng do~ to ~he f eet that 
thet 1£ the ce se , is 1t th~ ,roper ti~e then, if 
-e 1 11 be honAst w1~h .. ?•l th o·:~=clv"P , Y•1th each 
oth!'r on t h i s , we b11ve tol d thl'm thl'~ 1f they wish 
Lo put 1n exchane:e control we 'fOOul d not obj!'ct 
end we •:oul~ do our bet>t tlo ooopPr l'.te ,..lth t het . 
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~!ow , they nev e made ccrt ' in yl.:bl ~c comm1tnent~ 
···l'ich ttp')P rent. l y woul d pr ev.,nt them ! roo p:.tt\.1ng 
ln exchAnge contro l. 

':'l:rt 1 r r1c:ht. 

- e - ro H:Pref?rF, ;!··r ~r~,.r 1.~ net a t t'lr :no,.,,nt, 
rcc~,t~hle ~' t~e~ 1n that fJ~. 

!t 'r r.o: !.x. t~e ~J.!, "'A!1CC . 

:•ow 1 '' t":ot. 1= t"'c cneo - eo th•rnf ore , 1:1~t ce" of 
C'):Ol r..:: b"'ci{ rnd E!.:"'.'J 1.y trl, :..--:;: t:"' t~:-t ~,·,· 1!"1 Z t? th.c 
J""')~1,,:ar th~t .. t~ey !"1° "! f'IIP'iiS ? r ~lte ;;.:!.~~ ... ,!' thC~:: 
..... o,., .... -"'-'P t' ,. .. ~"-\!:' ~: ~ _..,. .,. .. .:::y~. )'.lY. rr :.,'""W""'""'.A~ .. !.J!': 

·-·.Jt '" "' ... r: ., .. - .. .,.. "'. , .,..! "l"""" ... ,... ......... ~ ~ "\ o ... \.r olP .,n.A 
· .. ry!." !.:> e;.~., ;:.;~ .. c .. !'l 'i. f') t.~it;bui ... ~;or. d:> .. 
c~~~tt.1n ~~~= - ~ 

~r.,, th~t • e ~ ::s.ctly trc l'ceult :J!" r:,..ct : ~!..., lPc:t 
~" ,.... :t ' c ~'"! c r er.ult or v•hen ! heard thct t 
neer~~e fr~n tn" Jne mPn, you Ee~? 

YCl. ...t!'ll, noT", !..:fl'"le, J up t ~:-:: - ;cr!'~r.·ll:· 
- t E '!'"' ~ir.:'= :.~ :':-•.! ~ ""''"'':)!~ ~'!:.· ~ 'J.C t. :1:>T. , .. : ,.. ...... ~!'\ · ~ 

-:"cc:eC -·1t!'t ti" = :cc ,,..t .. r=: · ·"':l~ :.;n • t. :.t be better, 
r1Ll'.t !It t'IP ;>re!ent t1r.C' , t:l !c:t t!:· • .: 't.'l:>r thAt 
'"C have :::"'!c- t':1<E rugrcQt1::>n :-:1t, tPc c1rCUI'l-ttPn'"es · 
Pt the ::l':lr.;ent, J:l"'>'oF<bl:l don 1 t e.l lo•• ther.l to 
P~~c,t i ' . ~.~re 1 e no h~rd f eel1n0 e on ~ur pPrt . 
'.'le 1 v~ mAde th1l! ru:; eat1on rever.Pl time& nnd we 
woulA &1oply 1-:t i t !.lt> 1.h1c •,"a:J . They know t h e 
'""Y v•e feel . :r ti'ey cnn ' t act on 1t J urt ""''' 
rh;• n?l. mpl.t u:-t~:!. n trc•;:··•n~=er C::l::l0 60 th!'t. t hey 
CPn Az;> .. Jr:)P Ch it thC::'f",., •·•~'~ '"'~*"~~., 

? r"" l~P! \:.' , : t.hl:Lt ths.t • - th 0 th=..:u: +:: .. .,. 

Do~ 1 t you thir.·~ t.hc.t 1 s t he th!nS t~ do! 

I do . 

I PCI • ''/ell nc\7, Jurt 11 &econ"' , y?u ~tah t o 
~,, ... !t to t.lte Secr e t ,.ry ~ mol'!len t. 

;.11 right . 
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Hello. 

Hello ~. Secretory. 

Be!ore re set o~ any other business, I want to 
knor h0\7 !:rs .. coc:hr&n 1e. 

She ' s getting on very well to~ey . 

Go:>C.. 

8!5 

I wee ~ut at the hospital th1E evening at six 
o'cljck, and she'e ~~~ng very nicely, thank you. 

Well, I ' ~ glad to hear that. 
to eay sooeth1ng? 

Now, co you want 

D~~ you hear Juct r.~at I sa1d to Archie? 

!lo . I can't hear. '!le or.ly have one telephone. 
I Cl'.n 1 t listen. 

Do you have the going or not? 

No, I'o at home. 

Oh, I set>. 

Y~, I cc.n't hear. ! don ' t kno.- whet :·'=>u ea1d. 

~:or-'"lett war-t~ another talL 'l"i th tho~c people here. 

Yes. 

And - I mear. - with the best 
1r. the rorld so thPt everyone end in pPrt1cular 

thie one th1::tg . 

Yee . 

About half or theoe people are willing to 
the thing wh1oh you really want. ThPt is a definite 

control. 

Yes. 

And 
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., , 

1n t.l> 1s bue1ness of dec r ee l~>ws. 

:Jnl~cc l"hat ? 

In t~ie sta~e o: deere~ lerc ~h!ch ~ust be out 

as 

by !:o .. 'lnber l Eth, :: I'C c:>nv1n~ed t het he r!.ll no t 
te!tc e clear out etep 1n ulttna exoh•qe 
control. 

I unde r et.and. 

'n t.~e c;:ch"nee ? f 1nform!lt.!on he h11s no t ed tll11t he 
''''lnts snyt.hing the t would h"l;> 1n thnt , his position, 
lqpt ni:;h t, -e: !le wanted 1t. ln t~e double hxe.t!on 
:lf s•neral aareeaent.. 

"/e l l, tl"~t rc c~n do AT',S t1.J~e . 

T!l~ t • s l"h9t I to l e r.1~ . 

An• 1t eoe£n ' t - rc c~n co t hPt any time , ~n~ 1t ' r \. 
~o un i m,:>ort e.n t thBt anyt i me at al l we c un <l'l thrt . 

I k'low it • s - been done P lrcatly . 

3ut 1t ' c very un1~po~t 'ln t, but I ' m g lPd to ert t~ot 

and I - : rrPI. t :.:> c£k your t.d.v1cc . :· .,r !.~ •et-M~ t ? 
~~ th8t ~ t • s wuch b~ t~~r ~~~ ,e not t o tny Qn~t~1ng 
t~ t he 9rtt1eh until : hrve to=r~h!O£ de: !.nit~ t:l 
! nf:>r::. th!'o. 

1'/ell , P& long as you thl nlt t hP t - and I teel that. 70u 
r equlr•a e. def inite c :lntro l b)• thee I sh:>nl'" no t 
sp~n t to t~~ Br 1t 1eh . 

I f eel thllt ~'lless the French a c cept th~ plan •hlch 
I talked over ~1th ~onnott, tee~ Hello . 

"ello . 

"ello. 

Yee . 

Anythi ng le e s than t hPt p l an will fa ll . 

Yee . 
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I fee l th~'t very ver"J etr:mgly . 

Yes . 

llow what ' a the Penee , and 1t they can ' t do 1 t, 
any t h ing short of th~t will f a il. 

'''ell th" thins choul d not go further , 1n my 
o :P 1n i ::m . 

~At ' s that> 

I rea!'·· - I aade t.be<!rf1:'l1te ~t:-tecent thf't ~e 
5~?ule ~~t r? ~urth~r . 

Yes . 

They -?.nt whRt 1 

I sa;v - I mp~c I' ~!'finite r ecomcen<l.at1 ')r. tr"t we 
f!"O :-~o f urth!'r . 

1'1el, , I - t'1rt ' c just l.he way ! re .. l . 

::onnet~ 
wou:!.1 t ace it furt~er away rroo tomorrow. 

Ye~ . 

ro~ Coc~rPn, nor - : •r te!~!~~ to y~u - n~~­
~s E ~ply at e ~eo~er.ser, ce~· 

Y II!F . 

I ::l 0P~"l not tJe - I l•l'c ac1t1ng your advice a 
cllnu te ae:o . 

Yee . 

87 

Ar.o t he ~!'SM11C t hnt I rPnt to g£<t over to them -
anythi ng le••7 any helr way measures - hello . 
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By the~, at thi s tine , I reel are eure t o ! ail. 

Yea. 

A11d until . they ~·ant to go all the way, I ' m not 
going to communicf\V :11th the Br1t1sh . 

All r1;;!!t , e1r. l!ovr that ' s def i nite. 

Whet ? Hello. 

Yes. 

And you agree -1. th ce, don 1 t yo•A? 

! ~0 POGolut ely. 

Ie :~ . ~onnett list ening? 

~::!e , and !!e s11:'e he egre~F y-lth thPt . 

And !:r. ::onr.et t agrees . 

"e does . 

"lell ;vou tell hi m t hn t - ae~>in -

88 

All r1!;ht. ''el t , he liS"' i n ;:rove~ to :ne th"t he ' e 
a c~ of core than comoon sense. 

~e ' e sc111ns ~hen you say that . 

7ell he i s , I cean he und' r£tPnds this thin~, $nd 
I have a little sense , not much, but ! ' c not going 
to be ~1dded , that' s all, and - I ' ve been Pt t~!o 
noT' for fiv e ye!\Te, rmd \he.~ s !.tUPtlon 1e 
pr acticnlly hopelese nnd unless they go all the 
way , they ' l l just eink lo.,er and l ower. l'o¥1 
t hat' s t he thing . 

Uhhuh . 

And ~~·h,..lf ,~y mPrsure at th i s t i me ~ill be wor~e 
then nothing. 

~es . 

And I'o no t go1n~ to be 8 partner t o 8 hal t way 
c eaeure, and t hen say, ·~ell you see t t e 
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tripArtite d i d t n l a and t his" and t hen ngeln it's 
enoth!'r f l\1lure. 

Yea . I understan~. 

And I 'm going to sit tlght until t hey co.,o All 
t~e way or they can eo t heir o~ way . 

!Ught. 

:row, I ' ve th t> g r ea t est confidence i n l!r. ~!onnett 
bec~<une he iE a rePU~t, he ltnows what t 'lie ie 1111 
1\b?ut, Pnd I ree l t hat be 11nd I l ook eye to eye on 
t hie mat ter . 

He ' r gone as f ar 1\E enyone 
ue •e gone rurth~r th~n ! 
t•ll you ti:t>t . 

poes1bly cou1d hPve gone. 
t'l go, I' ll 

~ell I ' m sure h~ ' s gone f urth•r ti:P~ anybo~y elee 
C'luld eo . 

Absolutely . 

But he ' ll have to eo P l1tt1.e bit furt'ler, PS a 
gn~ c1ti::en. 

All right . 

~nd ru>ybe yo•J. co:tld ;:out th• t r:qn bac!l 1n Juct.!ce 
llg"ln . 

this 
!f we ' d had/four daye ear lier , 
it ~ould hPve gone through. 

If you 'd had !t ~hen? 

~he r oar days earli er, 

Well - lt ~ould heve gone through. 

Yea . not a "''est1on in the ••orld, i t r.ould. h11ve 
gone through 'e hundred per cent . 

17ell, t hey oug.ht to ewap around pgain . 
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be~ore the 7ear h oTer. 

one ot the .. 4&7• . 
Well now, do .. Ill'. lfDnnett eareef W1th ._, poa1t1on. 

Yee. I aa to ••• the aan who sa•• •• th1e, 
and s1•e h1a that ••••as• o~ 7oure? 

What'• tbatf 

Ie 1t Wlderetood now that I aa to ••• the aan who sa•• 
th1e •• .. as• to ue and •&7 that a117th1ns le .. tll.an 
halt Y1&7 aeaeuree w1l'l ~an, and that 70u don't 
want to aot o.n thief 

Who - wbo 1r0uld 701l st.• that tof 

Rouett h the one who banded •• t h1e. 

Oh I wouldn't bother w1th Roue~~- I would 1ne1et 
on •••1118 Paul Re7naud. 

It 1e not de~1n1te ae 7et ae to whether I ehould 
eee 11.1•, or do 70u want Monnett to ••• 

Well, I would - I would let Monnett deolde that. 

Let ha deo1de that. 

r .. . 
The ••••as• or1a1na117 went to the top aan. 

Well, I think that he ousht to so baok and ••• 
Ill'. - Wuabd one and tell h1• how I ~eel t on1sht. 
I 1r0uldn 't bother w1 th Rouet~, I wouldn't bother 
wtth Paul Re7Uaud. 

All rJ,Pt. 

I aean that • e the Y1&7 I ~eel, but he oan 4eo14e 
11.1a .. u . 
Well, he - he hiaeel~ 
and ••• the eeoond aan. 

Well, but I - hello. 

that I ell.ould s o 
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::ella . 

·~e ·yon ' t £P t Pnyw11~re r.1th the second mPn . 

\''e ll , : ::lP:tn tey poin t 1e this . "le ' ve go t to ge t 
on ·-1 t h hi m ! n hi~ pr oe- r sm ther e -

Y:>~ """'~'!.~ ... !.l, h ,P t.? 1re :.·,ur ~~ J !..l~sr,.. .. t os 
t~ r~~ :fO'.l CCC :)~ :'"l:.lr ~~A- · : don ' t. WP.n t. tO 
A:.:e-.pt .._ :l o .. ,.l~<c :")\l , 

-el l,! =a~n !~' ~ ~urt t~!s O~P point At · ~ 
~t~th~r : c~oul~ 
.,.,.. ·· ... ot" P~ hP Fhoul d . 

":e l 'l I t h<.nk it ' c ::~,r, or ll•os a.'l eter ne ) ;:~p tter 
Pr.d Q;t f eel1!":: 1e t"~t i t .. ou l :t b P brt• !'r 
i f hi' ;''01\] 1\ , 

YE"'r . : - I ~,r ' t "'•Ant you, .,,. =.:' r n,:"r tu·e-n t Ptlve , 
t'l be :mt in t he pl'CC t o t.ry t o s el l t h"'m t t l s 
pr~er~c: . 

" ell o . 

: d:>n ' t ,..,.n t to e el ' th"l:' - "·o•1're r:zy pcr~onP l 
re.:-- r~: cnt.P :.1 ve . 

I r.~ven 1 t t r i ed t' sel l 1t . ! 

•.11 r i ght . 

~e ' e e g~od ePlce~n . 

All r1S)l t . 
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And let him ~o t~~ B~lling ~n~ you J u~t transmit 
'"ha tever they ~ay. , 

Al l r!ght. I 'l l oommunio~te anything thot he 
gives me from them, 

Put l e t ! !onn ~>tt do the selline. 

All right. 

All r !o:;h t . 
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REB 

Secretary of St~te , 

Washington. 

1303, NOVEmbEr 9 , 6 p , m. 

., ,. 

'GP.AY 

r.ondon 

Dated llovtmbt r 9~ 1938 

Rec •d 3 :53 p. m. 

FOR TREASURY FROA: BU'l'TERWORTH . 

Due to thE persistence of the rumors referred to in 

No. 1300, NovembEr 8 , 6 p. m., thE dollar opt"1£d bid at 

4 . 75 3/4. It went to 1/8 with hardly any business bc1n3 

transacted at which point the 8ritish authorities inter­

vened and ~ovcd the rate to 3/8. It rto~intd there for 

gold fixing and until after llew Yorl: opened . Gold was 

fixed at 145 shillings 3 nenct , 246 bars being dealt in 

or which a fair azrount was supplied b:y the British fund , 

The tra~c re~intd $tendy ot 178 .80 but thE French 

fund hod to e i ve a considtr abl£ amount or ster ling. It 

seemed to be more than aympn thE tic weakness with the 

pound, 

K£lTEDY 

CSB 
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JRCII: 

DATI: 

10.: 

American J:abaaay, Parie, France 

loveaber 9 , 1938, 5 p . m. 

1887 

FR Oil OOO!IIWI • 

In Journal Official today there h an announcement 

that the interest rate on two-year national defense bonds 

and 18 months bonds of the autonomous National Defense 

Board has been reduced from 4. 25 to 4 percent. 

In France b~iog of gold coins hae been resumed. 

Following the trend that began yesterday afternoon franca 

are beint offered against sterling. There are continued 

r umors that over the weekend something may be done about 

realigning at 4.50 the dolla.r-pound rate. There 1e 

current gossip that since the elections in the United 

States are over, Washington might do something about 

Anglo-American monetary relations i n, conoluding t he trade 

agreement between tle two countries. There bas even been 

suggestion that the strength of French industrial shares 

and some heavy buying of gold shares during the past two 

days were indicatioDB of some approaching tripart ite 

agreement, possibly including de facto stability of the 

French franc. Today both Frenoh rentee and shares are 

weaker. 

In the press it is expected that on Batur6ay the 

decree laws are to be approved by the Council of Min­

isters, and that aUIB night ReJD&ud will discuss t hea 

in a racUo broadcaat. On 8Widay they WOUld then be pub-

Regraded Uclassified



,·, 

-a-

l1ahe4 in 1iha JOURI.lL OJTIOIIL. fU rtlUUlOB 111nia1ier 

conUIIUea 1io raoaiYe good aooOIIIlh in 1ihe prua. !hie 

aorlling &1i 1ihe 111D1a1ir:r of rtu.AOe .,. fl"ienda were no1i 

abeolu1ie}7 8\ll'B 1iha1i 11i would be poaaible 1io pr1n1i 1ihe 

deoreea eo 1iha1i 1ihe:r could appear 1n J OURIZI OJTIOI•L 

on Sunday, bu1i the:r are working toward tha1i ad • 

9S 

. U f1Ye o•olook I had a 1ialk with the Bank of J'rance. 

!he French atabil1sat1on fund had a bad d&:r, .,. fl"iend 

told M. I t loet around 1 ,000,000 pounde aa a. 

reeuJ.t of an auack a1ia.r1ied :rea1ierd&:r a.fhrnoon through 

the rumor o f a 4.,50 pound-dollar rate. 

DD IIISUQii, 

WILSOI. 

IIA;Lft 
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RE STERL I NG ~CHANGE RATE November 10, 1938. 
) : 00 p .m. 

Present : 

H. Ju. . Jr : 

Whit e: 

• 11llhms: 

~bite : 

H . ~.l, Jr : 

H1111ams : 

llr . Taylor 
ll.r . Vihite 
Mr . Lochhead 
Mr . Bernstein 
14r . Viner 
Mr . Alvin H. Hansen 
!ir . Fels 
!olr . Riefler 
Wr . Golden~eiser 
Mr . 'llilllams 

Harry, you got all these questions answered? 

lher~ ha s been s ome progress made dur ing lunch hour 
end .voile we .vere here, and llr . Hilliams has a 
st&tement, I think, that he wants to indicate . It 
hasn' t received the attenti~n of a ll here, but i t 
will be tnc basi s of any fur ther di scussion , if 
there ar e any di f f erences of opinion • 

I d on 't want to do tnis . I want you t o do it . But 
it doesn' t matter. 

You bet ter do it . 

Now that yvu ' ve given it a label. 

Here ' s the gist, I t hi.nk, of what we've been saying 
t o e ach other. Thet the decline in s terling i s f or 
us & serious question; we t hink l'le ought to make 
tha t clear: we ar e concerned about it. 'l'ha t, 
secondly, if it continues i t' s bound t o ra i se ques­
tions a ere - I mehn in our country , Congress or else­
Nhere, about the tripar ti t e, whe t i t means, what 
it ' s for . Thr ee, we s ee no very conVincing trade 
reason for this f all ; that, looki ng ahead t o our 
recovery, it s eems t o us that there will be an 
increase of our import trade and t hat t here oughtn ' t 
to be an important decline of sterling so far as 
t rade i s concerned . 

And we can add t o that our f eeling t hat t her e are 
some i mportant reasons w~ they may wish s terling not 
t o fall : questi ons of pr estige, ques t i ons of what they 
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have to pay for basic products, armament and so on. 
I don't know bow much we'd want to elaborate tbat. 

ee 

Then the next point, and the essential one, is that 
capita l movements can, however, cause great insta­
bility. Now, tbose ca pi t al movements are, of course, 
of vnri~us sorts. Just now one t hinks about the flow 
of funds into the s tock market, but there are many 
other aspects of the 4uestion. 

And t nn t we think it is thoroughly in the spirit 
of t he tripartite to ask for the f acts and di scuss 
a policy with respect t o such movements ; our thought 
being that if there i s any e5sential trade rea son 
f or s t er l ing t o change, why, t ha t would be consistent 
Rith the tripartite, but if it is not th~t, but mer ely 
capita l movements of one sort or cnother, possibly 
tempor ary in their effects, tha t that is a thoroughly 
valid r eason under the tripartite for a discussion of 
some sor t. Now wha t that might lead into, one doesn't 
know . lhe questi on might be, how much gold are they \ 
willing to give up for such a re&son? Even before thet, 
there is the question of whether they would agree with 
such bn analysis . 

:l:hen there is the question whether anything can be 
done t o lessen the capital movements . That , of 
course, harks back to earlier studies, doesn ' t it? 

But that whole r ange of problems we think constitute 
a very va lid and possi bly fruitful gr ound for con­
sulta t i on. 

Rave I summed it up more or less right? 

.~>S f ar as I can see . I don't know whether there is 
any difference of opinion among those who hear it. 
I certa inly have none. 

Wel l , it's all right with me; it ' s all right wi.tb 
me. 

What we thought we might do - if this looks appropriate 
t o you, then we might draw up a simple stat ement, 
including various topics that you might want t o t ouch 
upon, and then you c ould decide whether you want to 
do them t hrougb Bewley or through Cochran or any other 
way you'd wish. 
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or course, a side r r om e verything else - I mean just 
putting the question or Great Britai n to one side, 
and as r or the short-run outlook, I ' m much more 
worried about the F'rench situation than I am about 
tbe British situation. And ir the French don ' t 
really do something to get control or their own 
situation, I think tney 1 re tbrough, and I tbink 
it• s only a ma t.ter of montbs, And unless tbey 
really f ace this very, very dirficult situation 
tha t they lleve and - I mean f or five years t hey •ve 
been talking about a r eturn of c~nfidence, end 
during those five years they 've let what - rour 
billion dollars of gold go out of the country, hub? 

Tbree . 

How much do you (Lochbeaa) say? 

Well, you have t o put it in dolla rs, so three 
billion, yes -I mean it ' s about three billion 
plus. 

Tbree billion - three billion plus . 

•bree billion plus . 

Until they get ' real ly - I s ay t hey 've just got 
two choices . One is to grapple wi tb t ha t foreign 
ce~ital wbicb bas l eft tbe country; or, conti nue 
doing what tbey are doing &nd wait until the situa­
tion is so bad they won ' t be able to do ncytbing. 
~>nd I've never been more discouraged about it, vnd 
I tbink there is going to come a time wben the amount 
of time tbat the United states Treasury puts on it 
just isn't wortb it. I mean t o hang on the telepbone 
end spend hours aod spend nigbts and - it gets - they 
1von •t listen, they won't be re&listic about the situa­
tion, they keep getting worse and worse and worse. 

There was no discussion of the French situation . 

No, I • m just tbrovting this into the ... . 

I•d like to add one point to those propositions 
wbicn may or may not be discussed, I don ' t ~ow; 
ar.d tha t is, our discussions with Lngland may very 
well cover toe question of our mutual interest with 
respect to the exchange r ates of other currencies 

• • 
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th~n sterling and t he dollar . Tha t t akes i n the 
Fr ench, but i t a l so t akes in t he s terling bl oc end 
so f orth . 

Well , I ' m not saying everything I know on the French 
situation, because they 've got ron hourly s i tuation 
which ei ther vnll or won ' t come t o a head between 
now and the 15th, when t heir decrees expire ; b ut I 
was largely s aying this so Pr of essor Riefler would 
llllOW how I felt , if he doesn ' t a l r eady know how I 
feel , ~hen he gets abroad . But I al ways use my 
r ubber band and I 1 ve broken so many rubber bonds , 
and I can 1 t get a ny tha t I c an stretch much further 
t o include t he French ln t his t hi ng . And i t' s - it ' s 
a desperate si t uation and I certai nly have done every­
thing I could t o l et them know how I feel. But it 
seec s t ha t the Frenchman in peace time doesn' t s eem 
to be 1. very patriotic citizen. When they though t 
t hey ~ere going to w~r, why , they suddenly f ound 
th~t tney hod no money end they had t o bri ng s 
little of t<1e i r money home . Ra ther t han mobili zing, 
they gained capi tal; I t hought i t was a very i nter est­
ing ~henomenon . But l n peace times they can ' t get 
t heir money out f as t enough . 

But I should think not only d i scussing the Fr ench 
t hing , but also t he o t her countries i n tht sterling 
arta -I meen • • • 

Of cours e, tht re t hey have the same inter est we have; 
they ' re embarrassed by t he f act t ha t the ster ling 
areu is f o llowing them os closely as i t i s . 

So i f you people would add t ha t to your agenda, whe t 
I •d like to have i s a memor andum b ef ore me along 
those lines , so t ha t when I ask ldr . Bewley to come 
i n and see me - c. nd Dr . Fe i s tloul d be pr esent if 
he ' l l come - why, I ' d Just l ike t o go over this 
thing very i nforaally, based on such a memorand um; 
I •d like t o poin t out t o them how I feel about other 
countri es, and particularl y t he Fr ench t hing i f tha t 
doesn ' t clear up b etween now and t he 15th. 

In t he Fr ench si tuation, I wonder whetber a very 
i mportont , i f not a de t e r m1ning element is t he 
f act tha t so much of the wealth i s al r eady outside 
oJ.' the countr y, so tha t ins t ead of f ur ther depreci ­
a tion of the franc being a threa t it is a source of 
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prospective gain, the transfer hbs gone so far and been so extensive. 

Plus the fact that most of the members of the 
government and cabinet have their money outside 
too. 

Turns on whether they can stabilize externally. 
If they could, then there is a strong presumption, since so much capital has gone out, that it will come back. 

'J.here is so much out now that the further they 
depreciate bef ore stabilizatiop, you say, •Well, 
present ly France "~ll stabilize, the~ we •ll move this back and have a grea ter volume of francs than ever before." 

I think it would be well not to put the French dis­cussion too far in the f orefront of t his one, 
because l ast time when Phillips was here the whole -
really the whole session was devoted to France end we didn't find out so much about England, and this time we•re genuinely concerned about the British pound . Bate to see the discussion •• • • 

Win, you're right. I'm saying it partly for your benefit and par t l y because I•ve got a ben on right 
now which may not hatch, but ~t least I •ll know 
whether it Will or won' t before the 15th; and I 
don't think I'll see Mr. Bewley until after the 
15th, because I don't feel I can talk to him unless this thing - until ~te know whnt the French will or won't do. Well, they ' re supposed to do it Saturday; 
they've told us they're going to do it Saturday and -I mean their decrees -and after we can t ake a look • • • • I couldn't do it before Saturday anyway. But I sgree with you that the stress should be on sterling. 

In those headings or under those headings that John read there, why, you can include ideas about commodity prices and so forth, because I think they 1ve got that 
on their mind a little bit and we certain1y have it on ours, and it isn ' t excluded from any one of 
those headings that you have there. 

No, tbat•s right . Barry , is there anybody .that »r. 
Wallace has working for him who particularly follows 
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foreign exchange? 

He has somebody wbo follows the bal&nce of payments 
and t he foreign situation. 

IVbo's that? 

Leslie " heeler; and be has on assistant . Now, 'Rbich 
of the two, I don 1 t know, but Leslie Wheeler is 
usually the man who - Wheeler is their foreign -
the man who takes • • •• 

I s be an expert in wheot? 

•;iell, be is presumably an expert in the f oreign 
markets t or agricultural pr oducts . 

Well , wasn 't he 1n London on wheat? 

He was ln Rome on wheat. 

l:le•s a pretty good boy, don' t you think so, Herbert? 

Yes . I shouldn't expect him t o add anything tha t 
basn 1 t been brought out, but he's a capable fellow. 

'l'na t• s rigbt. 

Nbat I was thinking might be a nice thing to do 
would be to show him this and ask him if he had any 
suggestions, see; then let them reel sort of that 
they ' r e ln the fami ly. 

He could show 1 t to Secretary Wal lace. 

Ask him to show it to Wal l ace, see? 

We •ll have something Monday or Tuesday, unless you 
want it sooner. 

No, no, I couldn't handle it before Monday. 

All right , ! 1 11 • •• . 

They are, of course, very much concerned about it in 
the Depar t ment, and there was to be today and then 
leter was called off, one of those conferences that 
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the Secretary of Agriculture holds to wbicb Mr. 
Gardner and !111Selt' usually go. And be particular ly 
wanted to have t he problem of sterling and its 
beari ng on a gricultural prices brought in. 

Well , I was - I baven1 t got the whole story, but at 
Cabine t Wallace brought up that he• s been making a 
study of balance of payments and he asked me whether 
I was interest ed. And White says that they get all 
their f igures from him. 

Well, figures are available to both of us, and those 
figures that are not available - we usually go over 
and get them. 

Have t o get t hem from you. This is t he only s ource 
of t nose figures . 

That ' s r i ght. 

~ell, maybe if you show him thi s - maybe Mr. Wallace 
might want to go i nto it further . 

Be has a legitimate interest in it. 

Yes, a nd i t might be taking time by the forel ock if 
we got them in t here befor e they • •• 

••• befor e they got you i n. 

thank you. I wanted somebody to say that. 

Fine. 

What? 

I ' l l get i n touch witb him tbis afternoon. 

Yes, before t hey ask us t o use a needle. 

Now, this thing Dr . Feis wants us t o give b1m an 
answer on. 

~hite: Bernie has the story . 

Bernstein: Well, we went over ••• • 
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You (Ricfler) got your bag and a l l t hat sort of 
thing? What? 1 111 have a car waiting for you. You 
can leave here sharp 20 of and make it . 

(Gives i nstructions t o messenger) 

Go ahead, Bernie . 

Bernstein: 'l'he suggestion which the British made would have 
limited perhaps t he Government ' s fre edom i n gold 
and silver ac t ion, and we have countered with a 
suggestion which would retain the language or t he 
existing agreement ~s far as actions with regard 
to gold and sil ver are concerned end, if the State 
Department is willing, accepting the British sug­
gestions with r espect to muniti ons and war . 

H. li.Jr: 'l'but - soy that agai n; I don't get that . 

Bernstein: ,/ell, the change of language is in an introductory 
clause. :1 e said that nothing - the existing agree­
ment says that "nothing in the t r ade agreement is 
to prevent any measures with respect t o afore­
enumerated categor ies of action. • 

II . M.Jr : You mean nothing in the trade treaty snould change 
the following four • • • • 

Bernstein: Nothing in the trade agreement should prevent 
either government from doing what it wants to do 
in the following four fields . And the first of the 
four fields is gold end silver. The next three 
fields are matters which concern, it would seem, 
more particularly t he Sta t e Department r ather t han 
the .••. 

H . ~t . Jr: What ure tl:ley? 

Bernstein: They r elate t o neutra~ty, arms and ammunition, and 
the existence of b state of war or hostilities. 

H.L.Jr: Well, bow can we obJect to tha t? 

Bernstein: With respect to the last three? 

H. IJ . Jr : No, the first . 
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Bernstein: Well, with respect to the fi.rst, the suggestion that the Briti sh are making would limit the conduct of each government more t han does the language in the exist 1ng agreement. 

a.II..Jr: I don't understand it . As I understand it, what tney 1re saying is tbat"if in the future you want to change any of the four f oUowing things, you 
are free t o do so.• 

Berns tein: The existing agreement does that. That ' s the existing printed draft . 

R.~ . Jr: ihey want changes? 

Bernstein: Wha t the British are proposing is a change which would r estrict more so than does this. 
R.II..Jr: Well, bow would it restrict? 

Bernstein: Well, it says that any prohibitions and r estri ctions which either government might went to make with 
respect t o gold and silver would not be affected by the trade agreement, whereas the pl'ior suggestion said "s ny measure,• so there is •• • • 

White : To give you an illustration, Mr. Secretory, supposing 
we decided .ve wanted to put on c erts.in duties on silver which would discriminate against British 
india silver in f avor of some other silver . Onder the t er ms as we h~ve it now, you would hove the 
power to do that wi thout contravening any of the 
sections in the clause. Under t he t erms of the 
provision as suggested by the British, you would no t have the power to do so without violating the t erms of the agreement. 

R. M. Jr: Is that worth fighting tor? 

Vlhite: If that ' s the only thing, it's hard to understand 
why it is worth fighting for. But we' d be in a 
better position to decide thot if we knew why they 
were fighting for it. 

B.U.Jr: !thy not ask them? 

White: We asked t he St ate Department, and they weren' t able 
to tell us any more than that. 
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Well , let ' s send for Bewley and ask him. 

That was our suggestion. That was the suggestion. 

I think myself that they don' t have gold and silver 
in mind. Under t he present wording; which has been apparently in the previous agreements , either gover n­ment is free to do what it likes about duties or 
anything else if there is a state of war or hostili­ties. And I'm sure tha t wasn ' t the intent of it, but that ' s what it says. 

Tbis is a Treusury matter . fihy not send t or Bewley and ask hi m r.ba t it means? 

If it relates t o the f ourth matter, then Treasury i s not directly concerned; it ' s a matter of the 
State Department. ~e called up to find out about that, and their answer was that so f a r as t hey know the attention of the British was di r ected against the gold and silver in this motter . That may not be 
the case; they may have the wrong impression. 

Well, do you (Feis) see any reason we shouldn' t ask Bewley what it means? 

I think you ' d be magnifying tbe i .mportance of it if you go to the Treasury attach~. 

Well, why? 

Particularly - well , it ~ould be the first item in the whole course of the discussion that's been 
airectly discussed . 

This affects me . This affects me . 

Why not ask this diplomatically? 

I would sugges t you let it go through the regular way, let it be taken to Overton, who is the head 
of their mission here, and let Overton put it 
either t o Bewley or the British Treasury. 

That ' s all right. •ill you do that? Will you do it 
t oday? 

I'll gladly do it, though I tbink it will work out more smoothly if you l e t the matler follow the channel 
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to whoever gave it, whoever he ' s in touch with over 
in the Department, and with that instruction. 

Bernstein: Well, it didn ' t come to me. Barry, do you know 
who 

White: 

Taylor: 

H.lii.Jr: 

\1n1te: 

a .... Jr: 

White: 

H.:.t.Jr: 

Feis: 
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Taylor: 

White : 

Taylor: 
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The regular channel. 

I entirely agree. Use the regular channel. 

'khat is the regular channel? 

The regular channel would be the Trade Agreement 
Committee - the man who happened to call me up; 
and the answer would go back t o the person who 
called me up. 

Who is that? 

It would be llr. Reinstein, who is, I take it, the 
secretary of the negotiating committee with the 
British Treasury on the American side . 

Would that be all right? 

Yes, I think so. 

Nell, who does it, you or Bernstein? 

I do it, or usually Mr. Taylor when it's a matter ot 
i.Diport&.nce . 

It depends . I mean if it comes over and I - Harry 
and I will talk - usually talk over what the channel 
should be, and we try t o carry -try to keep it out 
of, l et ' s say, 

What would you suggest in this case? 

*ny, i think in this case if Harry would call up 
Hawkins or I call up Ha wkins •• • 

I think you better call hita up. 

Yes. 

All right. Then will you take and let me know what 
the answer is, a.nd tell them that pendi .ng that we ' ll 

\ 
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s it tight? 

., 
r 

., "8 _ ... 

llay I say tha t the f ormulation we've been employing -
the first formulation is a very back-handed formulation, which is tha t "nothing in this agreement shall be con­s trued t o prevent either part~ from applying any measures in those categories. And the counter form 
t ha t t hey suggest is the direct one, that •the pro­visions of these agreements will not affect • • • • 
lly notion is that they were merely substituting 
direct phraseology for indirect phraseology, and had no intention of cl~nging substance whatsoever. 

Now, the only 1ia;y in which t hey might aff ect sub­stance is in this f i eld of gold bnd silver movements , because of the f act that the phrnse ''prohibitions and r estrictions " is not as broad as the phrase "any 
measures . " 

But tnat ' s effective in all f our categories. Onder the present arrangement the outbreak of hostilitieG would enable ei tber us or them to raise the duties. 
Or laws. 

That 's intended . 

It ' s intended? 

Intended t o have the power of denouncing. 

Then this ·•ould ac t 

~ust be a matter of substance, I should gather . 

We ' re only interested in the gold and silver a spects 
of it. 

And per sonally, if the British were smart, they'd 
strike that out and take the other. I wouldn't r a i se it, unless it ' s awfully important. If it ' s awfully important, I'd like to know what it ' s all about. You can tell whoever you talk to tha t I can't understand it; before I can understand it, it would take me quite a l ittle while; and unless it's awfull y important t o the English, with particular r eference to gold and 
silver, they ought t o strike it out. 

Regraded Uclassified



fay lor: 

Riefler: 

nhite: 

l! . ll . Jr: 

Taylor : 

H.M.Jr: 

White : 

H. i.I . Jr : 

Rietler: 

K.W.Jr : 

Riefler: 

ll . :l. Jr: 

Viner: 

H. :.t . Jr: 

Rietler: 

l!.lo!. Jr: 

-1.3-

., ,. 

1C9 

.i.nd use the language t hat it llad, wbicll is already in. Tllat•s the equivalent; you can change i t a round ­its order, so it' s clear, if you want t o. 

We had a feeling that it was important from our point of view t o adopt the otber language in r espect t o {d) . 

No, tbat• s an open question. But in any c ase, I 
think it ' s a question for the State Department, 

That doesn' t- you •re al l being very -I ' d Just like t o leave it the way i t is . I mean these tbi.ngs 
suddenly brought up -and I don•t want to llold up 
anybody over tner e unless it's very important. 

But that ' s l imited t o t he gold and silver . 

Tllat 1 s the only thing that concerns me. Nothing else 
to me is ~ business. 

All right? Vlell now, whet else is there? Vl e•ve 
go t you f ellows down here. 

Unless you '.¥anted to discuss some of the matters relating to the French - t hat was on the agenda, but y.:>u don't want to g et that far. 

Let me t aKe a minute or two, see if Riefler has 
anything .:>n his mind befor e be sails . 

I don' t have anything. 

Sure? 

Except that I would very much like t o be informed of 
any subse~uent things that 1 ought to know . 

Wi ll you remember , Arcllie? 

Is Phillips going to be at this meeting? I suppose you want to send 6r eet1ngs through Riefler? 

011 sure. 

Send your warmest greetings . 

Tha t ' s right. Sure, t hat goes without saying . And 
tell him I'm still di sappoin ted that he insisted on 
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eating Yorkshire bam instead of Northern duck. 

You should have given him Virgini.a bam. 

What? 

Should have given him Virginia ham. 

1! 0 

He 1 11 l augh, because be was sore about the Northern 
duck after be saw how good i t was. Then he expects 
them to change their way of doing business . 

Professor Hansen? 

No, I haven't anything . 

Oot something I ought t o know about or something I ' m doing wrong? 

I have no comments a t this time. 

Huh? 

I haven't any comments at this time. 

#ant t o stick some pins? 

Nor promises. 

No promises . No, I haven ' t anything to say Jus t now. 

Do you think sterling is something really important 
to worry about? 

I t hink so . 

What? 

I think so deflnitely . I'd stress very strongly that 
first point that John made, that we' r e very 11uch con­
cerned about the decline ot sterling. 

Do you think 'flallace can do much with coliUIIodity prices 
until we get sterling s traightened out? 

I don't think so . 

Regraded Uclassified



B.?.I . Jr: 

Hansen: 

iUefler: 

Viner : 

White: 

Cold ' r : 

, , ' 

1!1 

-15-

What? 

I don 't think so . 

Uon•t think he can do much with commodity prices 
after we get straightened out. 

He can •t, but that may. 

Makes his problem all the more difficult. 

I have tnis one comment t o make ~n one phase of this 
memor andum. That is that I feel tbe memorandum does -
or the way that John W1ll11.ms out lined it does br1ng 
it out, but I feel tha t it is awfully 1mportant tha t 
t here be in t he memorandum, or certainly be in our 
mind •hen uny di scussions begin, the f ac t that there 
is a very great differ ence be t ween a decline i n s t er­
l ing that is due to trade und a decline in sterling 
t ha t is due to a ma tter of capital . 

A decline in s t erling that is due to t r ade, to the 
fact tha t the Br itish have t o buy more of our goods, 
may be one tha t we can v iew qu1te philosopbically, 
because lt i sn ' t going to mean a decline in our 
prices. If the s terling is declining because they 're 
buying uur goods, N8 don 1 t need to worry about it . 

But if sterling 1s declining because a whole lot of 
capital is com1ng to this country and that movement 
of the capital r esults in a lower s terling, which in 
turn depresses our prices, then we are very much 
concerned about it . And I think ther e is a reollY 
shorp distinctij n there. 

We ' ve got probably five billions of foreign balances 
and tney 1 ve got three and a balf or three billion 
three of gold . Tbe ques tion 1s, how much of tbat 
gol d a r e toey willing t o use to keep s terling steady, 
if t hose ba~ances move 1n v ery large amounts? That, 
I t nink, is very 1mportant, and I think that 1m plied 
in the memorandum is the fact that •e•ve got to find 
out from tnem what those balances really are and 
.vhat tne gol d r eally is, because neitner of tnose 
fac t s is known. Botn of tnem are esti.ma t es . And 
we ought to impress upon tnem t ha t we need t o know 
tnose f acts if we are going to be abl e t o formulate 
our own policy and to work out any kind of a working 
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agreement w1 th them, or continued working agreement 
wi t h them, because other*ise we've got to work in 
the dark. 

This might be of some slight interest. (Hands to 
H.~ . Jr a note just brought in) 

(H . ~ .Jr reads note and hands it to Feis) 

That would be one of the things IVe have to include, 
very d efinitely . That's one of t~e important •• • • 

~t •. s in, but I just wanted to emphasize that a little . 

Give' that (note) to Taylor. 

I have a feeling that t he point you make now, Golden­
Neiser, ~ught to come in as a point in the memorandum 
f airly e nrly; th~: t 1te s ay ·•e' re greatly concerned, of 
course, about s terling, and our people are going to 
usk, "Whe t ' s the trip&.rtite ubout?" And then make 
the distinction b etween ~ decline tha t is on trade 
account and the decline th!• t is on capital account. 

~nd t hen bring in the commoJity emphasis a t that 
point. 

"'nC say what we•ve been saying about that point, see, 
and then the next point would be that we see no trade 
reas on f or a fundamentul chhnge i .n the l evel of 
sterling . Then make this point ~ebout our import 
trade recovering with the r ecovery. Then go on to 
say that we do feel tha t c:.pit&l movements are an 
unstabilizing influence and of the kind thnt the 
tripartite ought to be concerned with, you see, 
whereas that is just the question that came up . And 
then go on t o say tha t •11e ' d like the facts and o 
f ormulation of ?olicy or discussions. I cgree that 
tnat ought to come in, ought to be spelled out. 

I just 1tanted - I tnink you (Riefler} better go. 

Goodbye. 

Good luck. 'l'hank you for coming down. 

Goodbye, Win. 
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Goo>dbye , llln. 

llu revoir . 

Goodbye . 

(rliefler le~<ves) 

i;ayne, do you want to say som~:thing on this? 

No, I think thtre ' s - when you ge t into the field of 
discussing toose vcrious questions, why, many other 
things will open up. I know t nat - I mean commodity 
~rices is one of the things the t interests them just 
a s much os it does us , not only with Bewley but any 
other dritisher that you run into, ana there are a 
great m~ny of them. 

~eep it fa i rly simple ~ t the beginning, b ecause 
after all tnis would be only the opening of dis­
cussion. 

Ought t o be fairly sim;le 1 or 1 t will go in so many 
directions . 

I t hiM it 1vill all open up from the discussion of 
1 

l e t's sey, v ery simple - complic~ted subjects but 
simple 4uestions. I mean really the most tmportnnt 
tning t ha t is being r eflected in the price of ster­
ling ana so on - ho~< the British economy is going 
to come out of the perio~, wha t thei r budget picture 
is going t o look like, all of tha t is in these 
transt<ctions that a r e being r eflected in t he market. 
The impression t ha t I get from t a lking t o a great 
many people ls that tney t. re more bearish about the 
long-range possibility of the British Treasury, say , 
or the British economy, than they a r e about any par­
ticultr thing tb<>.t is nappening a t the present time . 

Tnat •s right. 

llell , .ve bed a very smart Swiss banker - Burgess asked 
me to see him - bnd be made one comment which i s very 
interest ing , a nyway. He said tha t up to now there ' s 
been v e ry little flight of British capital, but tha t 
if this t hing continued to fall more and the British 
capitalists got worried a nd that began to move out, 
you Jus t couldn 't hold the pouad a t any price; but up 

' 
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to now that the British capitalist has not moved 
his money out . 

Incidentally, be never does . 

Be never ha s in history yet - as f a r as I know he 
never hLS - but whether •••• 

t he si tllb tion has been v ery different . 

Yes . His t orical situati ons ore never quite parallel, 
so I wouldn ' t have too much confidence that he won't 
do it . 

His government never moved it out either before . 

I wouldn't say they never •ould do it, but the t act 
th&t they're very much more relucta.nt "to do it than 
the French is emphasized . 

But hns the British Government ever mov.ed 1 ts money 
out for safekeeping? 

l:lut t hey don ' t consider when they 1r e - you see, the 
point there which I think i s worth mentioning, is 
t ha t when they invest in ~merican securities or in 
brgentine securities, whatever it may be, the 
Britisher doesn't thi~ t ha t he's t aking his money 
out - well , actually he i s - but he 's jus t an 
1nter zw tional trader , and that's lovely, that ' s 
part of hi s business, there is no • ••• 

•"lell, I just mention it because this Swiss banker 
seemed to be an exceptionally intelligent f ellow, 
and just offer it for what it ' s worth. 

Jnke - I mean Archie? 

No, we •ve had t he d i scussion; there seemed to be a 
f airly good start f or discussion. 

I tnink so. 

Looking down tha t list that Barry White circulated 
this morning of r ecent ctwnges in exc.hange rates, 
the picture that does emer ge qui te clearly is the 
dollar moving up against the whole world, not 
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merely against sterling, even for tbe post few 
days . You can say tba t perllaps .Yllat•s llappened 
is the s trengthening of tlle dollar r atller tllan tlle 
weakening of sterllng. But I thi.nk you nave at 
least temporarily that sit uation. 

I' d str ess that point; I•ve been stressing it a ll 
along . Nevertheless, I think sterling has a ma jor 
responsibility for that - thnt a l ot of them are 
moving down toward the dollar simply because they 
are stnying on an even keel with sterling, that 
sterllng is dr agging them al ong. Some have some 
degree of independence. 

A f ew ure beginning to ob ject . Ther e is some 
<; Uesti"n even in Japan. 

I don't Kno~ tne solution t o that. 
how you can solve tha t - their dr eg 
sterling. But it 's something •••• 

I don't ..tnow 
along with 

That ' s the thing that makes it serious. If it were 
only u smal l country, or even one country, it wouldn ' t 
make so much difference; but when sterling goes down 
the wor ld goes down. That ' s t he thing that m&kes it 
serious , e speci ally for our agriculture. 

ilhat tlley•re doing is pushing us up, because it' s 
the dollar pr actically against t he r est of the 
countries . So their action is r eally, in a sense, 
oper ating on us. 

They've lost their freedom in somewhat the same 
degree tha t we •ve lost it, b ecause of the rest of 
the world tying itself to tbem. 

Barry? 

' 

We•ve got about 40 pages of single-spaced in which 
all these ~uestions of capi tal movements , the British 
balance of payments , their budget, our balance of 
payments, relative wage r ates and profits, and the 
whole question, are being examined from a vari ety of 
angles, and that will be t he large report whicb will 
be for your own information and tor tbe information 
of those persons here. But the questions touched upon, 
I take it, in brief will probably take two pages a t 
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most, probably three; we'll try tog et 1t do-n 
to one, if possi ble . 

But that memorandum that you had this morning -
will you give e copy of tbDt to Master for my 
fi le? I have no copy. 

Yes . liut there is, as I say, a very large report 
prepared from their angle and ours. 

I•ll t oke off a week-end and r ead it. 

Any ttl~ ng else? 

I haven't anythlng. 

No, sir. 

I ' d like to take a minute or two- I don't- I think 
you can go, Bernstein- .••• 

(Bernstein leaves) 

Ur. . ... 

Just before I leave - we leave this subJect, may I 
say one tnlng . I Just went to say that when this 
memorandum is nitten up, I should be very happy 
if you'd let us have a chance to see it and make 
such suggestions as <~e wish, and then return them 
t o you for final editing. 

Couldn't we spend a little time right now in going 
over it? It •s probably been typed - the one we 
dictated. 

I think we ought to get it in form, ought t o work 
on it now. 

I tnink we ought to start on e fresh one. 

Yes. 

I thlnk we ought to start on a fresh memorandum. 

1 think so - one, t wo, three, .t.our. That•.s the 
trouble with the memorandum. That finally all came 
out. 
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You (Viner) better go on that. I don' t know when 
your tra in goes. 

I'm not sure ~self. I think it's five o'clock. 

~ell, if you people 

It leaves a t 5: 45 . 

If you people have time, I think get it down before 
you l eave town. 

I think that ' s the best way . 

What? 

That would be fine. 

I a pprecia te tremendously the people from out of 
town coming down. It 1 s a big help to us. And we ' ll \ 
see wha t we can do with it next week; then when we 
get a series of answers in a couple of weeks we ' ll 
have you down to take a look a t those, if you like 
t o come back. 

Can you think of anything else, Herbert? 

No, sir. 

Are you going to stay with this crowd? 

No, sir . 

But we •ll see you before evening . 

I hope so . 

All right. 
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DubJeot t Agenda tor oonter~noo to be held "o• .. ~r 10, 19~ 
on the eterllnr rltuatlon 

Th• Dearotary on th~t dot~ eubnitt~d th~ tollowln~ ~u••­
tlona to t h• cnn r~r·noe t or onnalderotlonl 

l . Were th• r•oent moveaente l n ftt~rlln~ e~oh~~· euob 
u t o g lYe r1 u tor le~l t1aat~ oonoem on our parn 

2 . Shoul d th~ oooaalon be taken to have l noluded ln the 
oont~~plated Br ltleh- Am•rloan t rod• agr•~m•nt a par&graph 
Makl nF provl~lon ror nuto~" tlo termination or tbP agr«e­
mon t lt r.terllna dr opo• •l b~low X' 

J. It l n th• oplnlnn or t h• vroup ~oh a d•vlce ~ere not 
" feal1ble •ethod ot "lrohotln" tho> dolhr " o• ltlon, •l-.at 
o t her •aeur!!a oould th• group 8\lllf:OII t ~" ""proprlate tond 
l'ffPOtlYet 

,..,, oonolvalon11 r•aoh~ by thl' group • ttf'r INOb dieoued on 
"'&r•t • 

1. That the aterlln~ doll• r ~ltvatlon had ehown &Ytf lolent 
1natabl l 1ty • nd woatn••• t o juatlty onnoern with r eepoot to 
t h• tuture oour~• ot eterllng. 

2. Th• t a further dr op l n the 11terlln~ r a t e • l ght htoYO 
adverse etreot• on t ho Amor1oan eoono~. (!hero •••• bow. 
• ver , no attospt t o •greo upon tho extent or a doollne 
wh1oh woul d be eerloul t or the UnUo4 II tat ... ) 

) . 'I'M t 1t would bo un•liO on the wbolo \o 1M1114o la tM 
trade •ll'r•~••nt MY proYlll"" whloh wou14 autOIIAt l oall{ ter­
•1nat e the agree• ,.n t ~ ' a pr~4oter~~1ne4 •••han~ len or 
•uto~~& tlolllly T>ro•l4o tor oonaul·t • tlont and that pro\Mtlon 
aulnat a 110re \Uita•orabl,. eter11ng rat e Wil l 110re anpro­
r rla toly and 110re eftf'etlvdy to be •ouch\ 1111ler \he proYl-
elon• ••l•'ln« 1n \be Trlpar\1\o Aoaor4. 
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:'HNtut . ........... - I 

~. fta!Lt u -u lile a .. lnWei llewwvor, -. lla•• "'-~ 
lllh .. , eUher ~ la,.,... •&•ntentlq, er pe .. ~1F 
a1 an aMI'I4Mat te tlle 'h-l'Pd'U to u-.«1 .,.... ..... ,. t.r 
eore trec;•ent oonn1ta u .. n•ac tlle tiii'H !nanrlotla wttll 
reepHt to aet-1 or eonhap1at .. aba ... e lll pertlaMt .tt­
utloaa , Aa a prellatn~ry ate,~ \be CNI'Nftt 1Uatlea abo•!& 
be e:~mlor .. tor t.he P UJ't>OU ot &etel'ldala« tlle kiM ot q••a­
U ona an4 the lti.M of 4hou .. 1" Ulat at,tlt be pi'Meatea b 
thf' eY•nt o oona.ltetloa on ex~haaco ratee were ta be ar­
rancea. 

5. !hat tt -• 4eelrablf' to O"'nll4er rtOr1' nr.,.11J' tbe 
queeUon 111 to <ohe\bf'r O? ne•ltatlone - •hllb all ,_.._, 
r .. ,. .. u 4utrable - ahou14 \~ltf' tbP fol"'l et a t-1 
or 11\t'orwa l conter.nee, or or an each• N;e o r teabaleal ••­
raa4a uoong tM '!'ft!llurlea, or an exoh&n«e ot faob&1 l~or­
nstlon, o r ao• • •~~bln• tlon of t he for~lft«. 

'fhle noteu ,. haa been callM to c•rr7 fo rYilr4 ttw 411wadoa 
of th~ teaa1 b1 llty of oon aultettoa wi t h t~ Brltlab .a«er t he 
TrlparUte Aooord w1 t h reepeet t o th1 oouru nf the 4oll~~r-•ter­
l1n« rate and rela te& • • t tera, and t hf' fol"'l auoh oon .. ltetloa 
ahoul4 t.ue. 

B, 
t..., .. 

Ra• tbe llt.etl.oa ehl'llllllrM .. tt1o1entlT unee t he ••U"C 
of October 211 1''11 to • arrant polt.,oa-nt of eonw1taUea 
•tth t he art tlell 'f'tth .-.ap"t t o tM aterl1nc ,..,,, 

1, 'fh• eov•• of ater1llar an4 of wor14 cnarrenella )lea not 
4eellM4 ltnee tbPt ..... oa Ootetlll' 21 ..... u . .... II, 7550. 
'!'hll .. rnlnft eterllns ,.., ~. 76oo. on one ... ,. - •o•.-er let -
l t h84 4roppf'4 ellshtlF lile1o• \M 1e't'd prewallltlc • 
Ooto"-r 21 - 1 .e ,, to '-75,7. an4 b~4 raoehea • llirh ot ~.776 
011 Oo11o -..,. 27. Otll•r eurre11elu l\a'tl llta,~t c:: •Uil •terll .. 
( e .. table of o'bafteea l JI exett .. .- "''-e 1a 'Mt A), 

~. !lrU1•h J>reu oo- enca d11ee OetltMP t1 nareat (a) ''-' 
"'"'•rtoall pre ... ._ ... ,. on the a •etllle ,_.,. •7 '-" la4 ._ 
1n~l•enoe l n dbeoltlft8 ,.,.,~,. t~11e of ecarllac. ae& (~) .._ 
feel~ oerelata that aterllll~ at ... aant rat•• le ....-. 1 ... 
•h :- •l• 01 • 4ollar, ( Ilea •-art•ea pnee atat-h, b­
hlbU !1.) 
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J. ftle etpW~c of tiM •ut._ ... ,.,_ ,,..., ..,... •• , . 

A ftPJ 'brlef •~7 ... l7do of ao ooaooooloao reool9M _. 
~ •-ooloao .,..-.. lll U.. , ... , acre-•' ue -'-U.. la blll-.U o. 

•• lleooa' 4oftlOPMa\O la \he lb'lUib 'lllut•u oU•Uoa 
1841 .. \o Ula' 'llllollleoo to a o' C"la& MUor &114 Uao' ao oa\look t or l.pi'OYOCl 'lllldneu o ao' proahlar~ A --•rr redo• of \bo por\1••' tafoi'8&U• ot11l reopoo' w -. '-•lMoo otwa\loa la be~ to \o M t .. -.1 la bhl'IIU D. 

1. ~ u \aU plaoo •• a fo,...l ooanaauea' 

2. Or •• o.n exobago of ooaol'aMa froa \he toobaloal o\otf 
aft~r a4oqaa\o lnforaa,loa ha a Mea obtal&e4 \o ~. poo~lblo a 
oo .. ftboiUln ropor' ' o \he 8ooft""" 

J. Or o roqwoo' for l.afor• \loa troa \be Brttlab wta BuUoroor\b -h aa w1ll ona'blo \he freaftPJ t o prepare a 
ooepreboao1n repor' ollbo4710C "r w1owo •1\h rea~»•' \o Ule 
approprlala 4ollar-o\orl1ag rdo a\ lhlo ""' 

• · .. 'lllllloolM of tbo report t o \be loore~&rr tor -a14or a\loa ao \o wb.Ua• r U llhall •' 1ba\ Uoo M foroar4o4 \o t bo art Uab frea111U7 for oo-at a a 4 oxclaap of 't'lowo• 

D. What lllfor.aUoa wosl4 •• U.b \o pt troa Uao 11'1\1111' 
In generol •• ohoal4 ltte t o a eoer\a1n t he or1,er1on. or orl terta. b7 whto.h t ho 8rUhh !reUU"J 1ft 1fUlde4 tn Uo 4o­ololono wlth roop~ot to the eterllng price of gold. We weald a loe llke \o howe noh of t he tollo~lng lnfor•tlon Ill 1o 

~•all•bl~ to t~ Brlttoh fr~a•U"J· (In all oaoeo a tatla r tn­for•U on 1o no• a lreacl)' ,.wallable to the llrtUeh froaelll")' or Te would be ollltng to ovo~ly •h~ t le not no• a wa t la-.le . ) 

l. 
b• •e~lt• 
co" t!t lne 

2. 
'lnd 1.h e 
19}8. 

The lou of gold Buetatn~ct by the Jltq•ltaauoa 1'WI4 
4u_r1nc tl'e , .. , thfte aonthe an4 tho •-' \tie r...a now. 

&otlaate of the AIOUQ\ of g old ln boP..C. 1n eas1aD1 
lliO'Ilft t Oftt1lla t o4 ae a44o4 t o ' he hoar4o olnoe A11!!;111t 1. 
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). A.IIO'Mt or c;ol4 oo .... r11o4 ln the Unl h4 l1JIIilo• tor 
forotgn aooovnt. 

~. In!ol'IUUOft wtth roepHt to tlle torot.p ohort-te .. 
bllnltlnr. r-io no• hol4 1a Uw Lon4011 • r11tt b..._ 4o'l'll 111 
l~s41ng o~uatrlPc, ~n4 ~h~•• ·~loh haY~ ooo.,.4A olnoo 
A \I., at 1. 
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5. Brttleh ~~rt-term tuncw h•ld ln torot«n 0ou\rl•o 
~th~r t h9.n tJwo Unlt•4 r t t> t•P, olc uttlo4 by l u o!ing oountr1•. 

6. ~ontbly or ounrterly fl~r·~ ohowtn~ aeour1t7 t rano­
•o t1~n• l n thP 14n4on oorket t or aooount or t oretgner a t n 
~r1 U eh d')lllf' t! tlo ll!our1 U•• •~d to r •l,.n ooourl ti• ~· 

7. Conf14•nU ol • ~Ua&te ot t he llr 1thh h"lanoo ot ~ • .,_ 
-~nts f or 1930 a e drawn v~ by t h• Brltt~h r r •owury. 

0 . Thelr powttlon nn rorw~r4 •x~h 1~• or l •odt nv our­
r rno1oe. 

r . II t he t1llO O n 
ur r>o ftO o 1 

1. Revlalon o f txlotl~ Trlpor\1\r Aooord to lnol \1.40 pro­
vlolon tor •utoa• t l o oonoul t 3tlon when YAr1~ tlono o f X p•ro•nt 
l n exohans e r • too oooar, c~r/~n4 po111lbly Y r eroent t n t ho 
•pr•ad or aeleot.a tn4ox or w~oll!aol• ~rloeo). 

:? • l'ro•htoa tor ""' • :nh->qo 011one; t..., • •,.bero or ln­
ro~tlon ~lth reopoot to hol dl ng • ln ror•lKft ooontrl•• on4 
ror ttgn hol41n~• ln t h•lr own on•ntry r hloh Pould taol l 1tate 
5up•rY1fl\ on oYer intern• tlo'l~ l c~t pl ~• 1 tiiOYnent a •hould any 
~~untr' dl!o\4~ t o oaerolaf .uoh 1\lptrY\Ilon. 
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PAIW'BR.UI Or TILIOIWI RIOIIVIJ) 

rRCJh herio&D lrllbaeey, Tokyo, Japan 

Dl'fl: •o.•ber 10, 1938, nOCIIl 

•o.: 111 

.. ' I 

' "· . • ' . I • • ~ 

•. ' .,. 

, 
The oo-eroial Attache of t he labaeey h&e been 1n-

forae4 by t he Bank of Japan that on the 88 'l'DltlUlf.A. .IWlO 

wbioh ea1le4 f r oa Iobe on the ninth of No.•ber there 

wae shipped sold Taluecl a t 20,000,000 yen, 

QR11f 
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SECrEtary of StatE , 

Washington . 

608, NOVEMbEr 10, 7 P• m. 

... , 

GRAY 

BErlin 

DatEd NovEmbEr 10, 1938 

REc 1d 3:12p. m. 

lruYBER 31 FOR TREASURY PROM HEAT"rl . 

123 

ThE Rtichsbo.nk statemEnt for thE first WEEk of Uovtmbtr 

shows a grtattr than nonnal decrEasE in loans and crEdits . 

ThE tntirt portfolio of bills and chEcks, loans on 

securitiEs and sEcurity hol dings, wErt simply increased 

818 million marks during thE last wttk in October to a 

total of 8423 million marks decrEasEd 524 million marks to 

a figure of 7899 million marks on Novtmbtr 7 . Tht rEpay­

ment of fresh credits was 64 . 3% as compared with a rEpayment 

of 44% during tht first wEtk of NovembEr 1937 . 

CurrEncy circulation decreasEd 3~ from 9856 million 

marks on OctobEr 31 to 9506 million marks on Novtmbtr 7 . 

On OctobEr 7, 1938 currency circulation stood at 9048 

million marks and on NovEmber 7, 1937 at 707 million marks . 

Taking i nto account that therE is nearly always a dtcrtasE 

in currency circulation dur ing tht first wtEk of tht month 

thErE has not bEEn much prQGrEss in rEducing circulation 
frou: 
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2- #608, Prom Btrlin,Nov, lO, 7p , m, 

from tht total of 10,154 million marks attained Stpttmbtr 

30 al though the inspired financial press predicted that 

there would bE a largE monetary decrease during Oct ober 

and NovEmber, Of coursE, somt 200 mi lli on mar ks wert 

issued to convert Czech crowns in Sudeten hands , 

124 

In spitE of the huge loan (1850 million marks) floated 

during Octobtr the monty market remains easy and it is 

understood that tht gold d i scount bank Rtichsbank sub­

sidi ary has bttn ablE to sEll ntw iss ut s of single bills 

during the last ftw days the present circulat ion of which 

is understood considerabl y to exceed the previous high 

point of 1 , 300 million . 

PublishEd r a tes for call monty for yesterday wtrt 

low at from 2 1/8 to 2 3/8~ as compared with quotEd rates 

of over 3% in June l ast. It is to b£ noted, however, that 

thEsE quoted rates appl y to largE intcr- bo.nlcing transactions 

and frequently art considerably undtr rates for smallEr 

transactions . 

WILSON 

CSB 

Regraded Uclassified



125 

GRAY 

London 

Dated HovEDlbEr 10, 1938 

Rec 1d 4 :20 p . m. 

SecrEtary of StatE , 

Washington . 

1306 , NovonbEr 10, 6 p. m. 

FOR TREASURY FROM BUTTERI'IORTH : 

British sEcurity markEts. havE sho"Ed somE strEngth 

today duE to the optimistic charactEr or thE PrimE 

Minist<:r 's SPEEch and to yEs t Erday 1a upward movEmEnt in 

Wall StrEEt . Howcvtr, stErling has bE£n WEak against 

almost all CEntErs duE to thE continuEd circulation oJ: 

rumors to thE EffEct that thE pound will movE shortly to 

4 . 50 or 4 . 60 to the dollar. ThE dollar opEnEd bid at 4 . 75t, 

movEd rapidly to 4 . 74 3/4 at r1hich point thE British author­

itiE s intErvened and thEy haVE been supplying substantial 

quantitiEs of dollars at that r atE until nEar thE close 

WhEn thEy l Et it drop to fiv e-ElevEnt!lS . DEalers csti~AtE 

that thEy havE givEn bEtWEEn 20 and 25 millions of dollars. 

Gold J:ixins was also unusually large , 453 bars at 1 46 

shillin~s fiVE ~ pEnCE . 

half thE total. 

ThE 3riti sh fund suppliEd about 

The 
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2- #1306 , Nov. l0, 6p. m. From London 

ThE .franc has also bEEn undEr prEssurE and thE Frtnch 

fund must havE lost around 1.2 , 000, 000 today. With tomorrow 

a holiday in Franot , dtalErs wErE ntrvous lEst somE nEw 

d EVElOpmEnt takE placE bEforE thE markEt rEOpEnEd . 

ElolB 

ROW 

KENNEDY 
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P.lR.U'BR.l$1: or TJ:LIXIIWi RJ:OJ:InD 

ftlC•h Allerioan J:abauy, Par ill, hanoe 

lli.TJ:1 •o1'•ber ~. 1938, 8 p .a. 

•o., 1998 

J'RCil COOBIUJf. 

At b&lf-paet f1Ye thi s e1'ening when I t&lked wi t h 

t he Bank Of France 3 1000,000 pounde bad been lost by the 

s tabilization fund. The rate was around 178.8?. Tbie 

my f riend told ae was the result of the epeoulllt11'e 

attack ap.inet the f ranc which began two days ago; the 

at t ack be eaid had been skillfull:r carried Olt; • Toda:r 

127 

the Go1'ernor ot the Bank of l"r anoe had seen t he rinanoe 

llinieter, who waa still resolute ap.inst f ranc dnaluation. \ 

In connection with the abo1'e-mentioned attack, on the market 

it 1s r umored that with the rnaluation of the gold atook 

e~ected thr ough the decree laws the f r anc will ba reduced 

f r om 179 to 184 or 185. Confidentially I b&1'e been gi1'en 

to understand that the British control had yielded 

$25 1000 1000 b:r 5 o'oloolt in addition to the gold which 

1 t had put on the market. There han been important pur­

cbasea of dollare on the continent , preeuaably beoauae the 

American stoolt .arltet piolte4 up. 

Anothc r~aor oa the market 1a that GoYernor • or­

of the Bank of J:ngland 1s here in ooDDeotion with the 

plane for the r ranoh financial deoraea. If the Go1'ernor 

1e here , hie preaance 1a not ltnown to the Ba.nlt of rranoa 

or to an:r of •:r frienda. The:r tell • that no one of th• 

oan 
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C&ll OOilOeiYe Of ~- 0oYarnor' I C•"iJic in ~QICh wUh 

the Fre.noh JU.llie~ry of FiUDoe in any oirou.e~anoee; if 

128 

he is in Paris a~ all, i~ ia aos~ likely that he ia Yiai~ing 

his nephtnr while on hie -Y ~o ~· aeetinge of ~he BIB 
this weekend a~ Baale. 

In ~oday's 1Baue of J.ODOJ: J:oo•OIII~UJ: ~here 1a one 
ool~an of diaouaeiOD of po8111 ble r!I!Ur&ngeaenta of ~he 

tripartite. The pen of~~ Paris edi~or Bollaot 1e clearly 
shown in the article, al~hough it hae a Btnr York date 

Une, beoauae ~he article ~iea 1n ~• war deb~ aettl•m~, 
abrogation of the Johnaon Law and reopening of oapi~al 
mrke~a. 

!he •OYa.ber 3 e~d-n~ of the Bank of France showed 
no Bignifioan~ ohangea. OoYerage was 40.71 Ycaue 40.<i7. 

Oreatc atrc~h in rrenoh ren~ea am aharea. Raporh of 

s erioua anti-S•eUo a~taclta in G~y oauae4 part of ~· 
uneaaineu on ~he foreign exchange aarte~. !he banta and 
marta~ in Paria will no~ be open un~il KOilday. 

!hie af~arnoon I waa Yiaitad by Y&Daei ~ of tile Bank of 

Japan who ie on hie way w Baael froa London; U 1a hie 
opinion ~ba~ for tile pr .. en~ a~ leaat aterl1Jii wUl no~ 

oroaa <i.73. 

ror Oowber ~be French viaible foreip ~:ra4• deficit 

1a l,O.s,ooo,ooo franca ooapare4 with 881,000,000 for ~ 

preoedbc -th. J'ar tile aonth of Oowber 1937 it ,.. 

l,~.ooo.ooo. ror the f1rat ~- aon~ha therefore tile 
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total Tiaib1e 4-'1oit 11 13,811,000,000 oa.pared with 

l4,883,000,000 for the oorreapoad1Dg period 1D 1937. 

DD KISUGI. 

lfiiAJOI. 

14:Lft 

Regraded Uclassified



REB 

TE LEGRAL! 8£NT 

GRJ\Y 

NovEmbEr 10, 1938. 

7 P• m. 

Al.fms:.ssy 

LO:t.'DON ( ENCLt.lffi) 

693 

S£crrtary ot thE Trr asury w1sh£a 3uttErworth to 

rrturn ~or a briEf consultation. SuggEsts H.'•NH!.TTAN 

sailing Novrmbrr 18 . If this agr~Eablr to thE Ambllssador, 

Drpartmrnt authorizEs . 

( ;, :liP :EB Eu :.~ld 

HULL 
(GF) 
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C.t.llt. l 

fro•: Bankero fruot Co., X, T, 
LoD4oo Ottice 

STI!O!IG lmWiD FOR DOLLARS ISPICULLT 01 PD'!ICB ACCO'Oll'! , 

BAlli: Of E!IGLAJID Hot.DIIG IUD J!l 4. 74-J/4 ZS!DU.f!I:D MilS! IL\YI 

SOU> BSfiU!I S7 '!0 10 Mlt.t.IOI SPOf l'll.l.'ICS 0.7J'l!!m> BOf IIILD BY 

:l'Ul!CH COHI!Ot.. PORWAI!DS S!UDT. Dl CJ.STI!L'UJIE l!lWID 7lU! 

CIRUlli COIITDSA!IOJIS !AXIJIO PI.ACi Ill iiiiAJ!CUL CIBCL!S BOf 

110'1' WITH RESPONSIBLE AUTBORI'l'IF.S AND 1'1' IS BZLIEVID B:RI'l'ISH 

AU'l'HORITIES FAVOR PRF.Sli:NT OROSSllU'I NO'!' TO UPSB'l SCANDIIU.VIAII 

COIJNTRIES ALSO '1'0 PI!ISZRV'Ii TlllliiR POSITION FOB FUTUR:s IN'l'EIIDAL 

1:?1 

BO.'U!OWIIIO. !'l!DCB BAJi'ICER B!LIEVIS LONDON COII'l'AC'l'lm WASJ!IJIG'!Oll 

:R!C3nLT :R!O.Al!DTIO POSSilULifT AJ)JUS'IJ.ID'l' CROSSEJ!ll HI BILlnJS 

SOMftHIIO WILL IL\PP!ll fillS 'IIDUIID BOf BRI!ISB R3(lUES! POl llliV 

CROSSIL\HS WILL Bl OILY Ml! IL\LIW.U S.U 4 .6o OR 4 . 70 BOORSI 

VDT SftONG, IOW BILUYID MTIIsnR 07 llllJ.NCI 1S PROOIL\M AS 

SOM!i'IIIL\'1' 111\X, UliDII!S'l'A!ID S!ROIIO DISSEIITIOIS WITI!Ill CABII!ft 

AliD CABIIIBT ORISIS NOT 1lliLIDLT DAR 'P'1l'l'lJU , 

CONFIDENTIAL 
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lroa: :Bull: of ....,.,.., Loa4oa 

Date: IOT .. bU 10, 19}1 

Tot&l t&lee $}1 alll1oa. Coat1oeotal ru.ora 

recard1nc o trade pact rate of 4.50 haTe rece1Te4 

appareat coDt1r.at1oa froa Pari• report1DS that the 

Re7"Aud plea wUl 1Dclude a proporUoute dtT&luaUoo 

of the freac thaoe be.aeleao ruaore haTe oauood a 

n1.41t>t of cepit&l froa Lolldoa aJid &D 111Crt&te Of 

curn11t epeculaUo11 apinet aterllllc 4.74-5/S turD­

OYer $60 allUoa 

BoUoa 
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November lOth , 1938 

nte Hoaorable 

Secretary Henry Norgenthau , 1r, , 

Department or Treasury, 

Washington, D. C. 

Dear Mr . Secretary , 

I encloae two aeta or r eport s t yped from notes just received 

fro:~ Dr. l!uclc, posted rrca Sian. 

Reapectrully, 

~ ~ ... Jw, 
Enid Saunders 

Secretary to Dr . Buck 

'i \ .- " \ ~ 
<' L " ... ';- ., ! 

cfl G • ... ~ \ ... - .... ~ \ "' 'i·' {: ... ~ 
c; 
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Roeum' ot the 51 tua tlon in Chine 1 

Int.er>iew nth Covernor Chang Ting-wen ot Shenei Z 

Talks Mitb an important ott1e1al - a returned atu4ent f 

Interv iew with an 1aportsnt banker 6 

International Relat ione 8 

Salt Administration - ~el1ucben , Szeebwan 9 

Chengtu 10 

Cbung;dng to Cbengtu 11 

Cbengtu to Siantu by air 12 
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To Secretary l.!ors ent beu 

Fro~ 1. Lossing Buck 

1 

November 3rd, 1938 

RZSUlE Ol' 're!: SI'IUATION Dl C!IDlA 

--
13S 

People In Szeohwen and Yunnentu, ot the Intelligentsia cl oaa , wer e 

greatl y shocked by the fell of Canton, end shortly thereafter by the fell of 

flenkow. They feel that China !a almost hopeleuly cut orr from the world, and 

they question more then ever Chine's cbsnoe or euoceas. It made aaoe feel that 

It =ieht be necessary to negotiate for peece, In vie~ ot t he absence of adequate 

eoslatenea troc foreisn powers. There Ia un!vereal disapproval of Ch~erle!n ' a 

pol!ey, end the Ch!neee have 11 ttle if any confidence !n England. They trust 

America as to having no ulterior motives , but they would like atroneer action 

tr001 Amer ica. 

The new turn In events has also led mony to consider t hat Chine ' a 

only hope is to t hrow ber lot In wtth Rusele, but the more observing feel t hat 

Ruesla may not otter much sreoter aas!atance than at present . 

The prevalent ntt!tude Ia that fighting must continue , t bat th!a !a 

en unfavorable ttme to talk peace, that w!nn!ns tho war !a not ae eeey ea 

thousht at first, and t hat the war will be e long one . 
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Siaotu, Nonmber 3rd, 1938 

Tb Secretary ~rgenthau 

From J. Loui og Buck 

( .• ho is also the Cenereliesimo'o highes t representative tor the tour northwestern 

provinces . He ie making the necessary arrangements f or ~ visit to Lanchow, where 

foreigners' travel 1a only parmi tte4 by apeeiel arrangement.) 

•There is no special problem relating to currency. There ia a considerable 

MOUnt or hoarded silver in the proVince. lie have just sent 600,000 yuan in UlYer 

to Chungking. A Ministry of Finance order is to be issued to increase the premium 

pa id ror silver, 80 as to tacilitate its collection. 

"Our problem 1n Sbenei 18 on.e ot isolation, W1 th no market tor our cotton. 

The province is pushing small scale indu8 t ries and handicrafts , &8 it is impossible 

to obtoin 1118ch1nery tor large ractorie8 . 'Ne ore aleo giving considerable attention 

to transportation by nath'e ..,thode. Goods ouch &8 cotton will be transported by 

cart trom one relay s t ation to another . 

"The Cblneee &re naturally interested 1n closer cooperation with Ruella. 

However, it 8eei!18 unlikely that Russia will g1ve lll.lCh more assistance. Ruuia has 

~<·t forgotten bow China lc1cke4 her out in 1927. 

"There ia no tellt or peace here. There 1o ODl7 cme roed tor ua, u4 tllat 

1B to see the light ahead and tight. The Japonooe are llalf Chin& IDOr& attentiOII to 

the oorthwut. 
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•• 
"The attl tude ot the pe~l• tolfllrd the Obl neee So'flet goftrlllll8nt to 

the north ia about evenly divided. One halt ot tile rtei tors to that aree br1og 

beck favorable reports end the other halt unfavorable . Naturally we cooperate 

with them to deteat Japan. 

"The yielding policy ot Chamberlain cennot be sueeeaatul. It only 

holde tbe t1re down for a short period.• 
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TO secretary UDrgontbau 

Fro:n J . Losalng Buck 

Sianru, November 3rd, 1938 

TAUCS '111'1'!1 :J: Il!!'ORTANT OFFICIAL - A RE"roRI<'!D STUDENT 

-
131 

"The tall of Canton and Rankow crea ted no shock In Sian. Thera has 

been no suggestion of telling peace bora. People reel quite sara here. Tiley 

are not arrald or air raids after t heir first experience. The deep aoll attorda 

excellent bornb- proor dugouts . 

"The Chinese communists cannot succeed in geinin£ control in Chine. 

Ja cooporate with them to defeat Jepen. Tho Rod Army is paid by tho Control 

Covernment , but It takes orders from tho Th ird Jnternetlonale. Their gOvern­

ment haa no special teetux·e l'lblch will recODI'lend 1teelf t o the Ch!neee popula­

tion os a Wbole. 

•Four large rectories rrom !lftnkow (three cotton mUla end one flour 

clll) hove been moved to Paoch1, seventy milea ~e at of Sian, at the termJnua 

of the Lun&b41 Reil""Y· These rectory buildlnga ere in the initial stogea or 

build ing. 

"RefUgees have i ncreased the population or Sian by 130,000. Thirty 

thoueand refugees are being settl ed on vacant land . Ten t housand ratugaea are 

fed and housed by the government in SianfU, 

"The yielding policy ot England Ia bound t o tall. It tho Power• do 

not ooalst Chino adequately, end China Ia conquered, all foreign rigbta and 

l nt eroate In Chine will 'be forfeited. ....,.rieaoe are interested in Aloorlcanl-
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zation. Chinese who have atudied in America, I dare ear , are llllleh 110re 

Americanized than Italiana end other natioaalitiea 1n Aaerlea. America ahculd 

not rorteit her influence i n Chine. It Chine hea to bee~• a colonial poa .. a­

aion we would want it to be a Phill1p1nes or India r ather t han a KOrea or For­

nose . Even you (referring to me) will be ousted it Japan succeeds. 

• we ChineBe reel a common bond or interea t with Americans, and we 

rear this will be loot unle11 America will help us mor e in this situation 

-<hero we have bean attacked without edequat<f meena or defence. \Je want 

koerican influence i n China. • 

lIn regard to thla reeling, one Chineee once expr essed it by eaying 

that America should not hesitate to push her trnde and influence in China 

beceuee the Chinese would welcome it. J . L. S.) 

"There are 600,000 guerillas in tiortb China, and while t here era no 

eoectaculftr victoriea, the amall auccessea here and there are a heayY toll on 

1apaneae torcea.• 

Regraded Uclassified
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To S.cretary twrgent beu 

!"roc 1. Lossing Buck 

.,. , 

Siantu , NoYomber Zrd , l9ZS 

1~ 

Interview with an i!!l!)ortent banker , well ocguaintod wi t b condl tiona, 

who reports At tollowa: 

CURRENCY 

"There era no currency problema In Sianru. The premium on silver 

Is alx yuan notea nor 100 silver dollars. The price or gold Ia still rlain&• 

Bot ore the war atarte<l It waa 140 yuan per Chh~eae ounce, end now It Ia 210 

yuan . lloarding of gold and s ilver 1s prevalent." 

'!HE WAR AND RUSSIAN HELl' 

• 

"The 1apeneaa cannot win this war. There Is no t alk here about hnving 

closer relatione with Ruaaia . Russia has not really helped very much. I know 

tl\at she has sent only ( 00 planes , mostly purauita, and only 2000 motor truclca. 

Prac tically no Rues ian l:lllnl tiona have been Imported. There are no Rues lana in 

Slantu . There are some Ruaaians In Lancbow, but not a greet number. • 

CHINESE CO!AI.IUNY STS 

"All viaitora to the Chinese communist territory to the north brine 

back favorable reporta or the government there. The local people In that 

~errltory are also pleased with lt. Well over 10,000 atudents and people 

without Jobs have gone tbrougb Slentu end Into tha Chlneae communist terri-

tory . Whet her or not they are able people I cannot ear.• 

ROADS 

"There are about ZOO trucks engeged In transportation In and out 

of Slentu, 1110stly tranaportin& milltery auppllu to Lanchow as Sian hu an 
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oversupply. Several banka ·are tranaportln& a amall amount or cot ton to Szechwan 

from Si antu, a pro4uc1na area, but the transportation coat Ia sraat ,• 

"The road between Slantu and Lancbow Ia only three- flftbo paYe4, aa 

It passes throush country where It Ia difficult to obtain stone. The road west 

ot Lanchow is paved only In Chinese TUrkestan, and Is a goo4 roa4 there . The 

roe4 trom Sianfu to Cbengtu is paved, but 4urlng heavy rains cannot be used 

because streams cut acroaa and tear out the rood ." 

• There is e 41fterance In price of cotton at Siantu ftnd Chengtu ot OYer 65 yuan 

per 133 poun4a . 
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To Secretary IJorgenthau 

t'r<lC J. Lossing Buck 

8 

Cbenctu , Novaber lat, 19:18 

lll'l'!RIIATIO!II.L IW.A'I'IOtiS 

An official atatea that the Central Covernment has issued en order 

to cease criticism of Italy and Germany. The reason is interpreted ee en 

attempt to act in a friendly manner toward ell nations , and it ie coneidered 

that undue eriticiam creates adverse errecte on Ch.ina herselr . 

The Ceneraliuilllo has issued 80 order ror the liuomintena magazine 

to cease publication becauee or its unfriendly attitude towerd Sovie t Rueeia . 
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1b Secretary Morgenthau 

r'rom J . Lossing Duck 

9 

SALT ADl.!l!llSTRATION 

Tzel1ucben. Szeohwan 

Oetober 26th, 1938. 

:. v1a1t to the sel t "ells or Szechwan at Tzel1ucben proved very 1~>­

~ores~lnc . Last year the revenue from the tax on t he salt production or these 

•ells o::~Qunted to 28 million yuan . The lou Of the salt production In East 

C~!no haa resultod In a policy or lncreooing the production of these wells . The 

ao lt edmJnls tretlon has invested three million yuan in loans to salt producera 

ror tho pur pose or reborlng old wells nn.d the instellstion of better equipment . 

The plon ia to double pr oduction , but this Ia Impossible ror yeers . 

Dirtic11lty In transporting well equlpoent for maintene.nce purpose• me,y 

result In the closing or many wells . Every errort I s being cede to get thia 

oeul oc:ent !roo Hong Kong et e.n;r cost or t r 8naportet1on. 
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TO Secretary Uorgenthau 

fnlo 1. Lossing Buck 

., , 

14C 

October 30tb/November 3rd, 1938 

Tbe city or Chengtu is much more attractive than Chungking or 

Yu1mentu . The shops hove the ir entire front open to the street, with goode 

attractively diepll\yed. !.lost streets ore devoted to one type of goode -

eveo to the copper kettle etreet, where one il deafened by the hammering or 

copper cetal !~to kettles . 

Nearly t en thousand men are feverishly levelling a nor~ mill tory field \ 

t1<o miles from the ci ty. 

Tbe city is crowded with refugees end rents ere beinG raised . Only 

a """' ll amount or building is taking place cocpared with Chungking or Yunnantu . 

The climate or Chengtu is better then Chunglc1ng, but both hne nry 

little sun from October to Uarch. Chungking il a very depressing place because 

or the damp cloudy weather, ita irregular t opography and difficulty or c~uni-

ca tion , its congeation and dirtiness, and ita locft tion in e pocket emongot 

turrounding hills . Moa t people trom tho outside are depressed by it, end i t 

Ia an unfortunat e place t or a cepHal. rl'Oil thil point or now. 

Yunnantu on tho other hand haa an aleYation or nearly 7000 t eet , 11 

a!tuated on o pla i n with mountains in the distance ond a l ar go l ak e a taw milea 

ow•y. It has an equable climate , neither hot nor eold tha year round. 
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To Secretftry !~orgentha u 

l'rom J . Loosing Buck 

11 

October 27th/30th, 1938 

ClllmCKINC TO CHl!:I:CTU 

145 

The motor road is in tatr condttlon, bu t l~e surteee ta uneven, ao 

tha t a l"ord ear Is very unclllllt'ortebla at a apeed aboYa 20 niles en hour. The 

dl etonca lo about 400 ~lea , and trarrto very litht during the two dayo or ~ 

ect.u~l ~ravelltne: - eight private cara snd twelve t:roeks and e few buaea. 

Soldiers •ora ~eb core In evidence. One group was met neer Chun£klng, appar­

ently on the way to tte front . Several l a r go groups or students were aeon 1m 

t raining at different points along the motor rood. 
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To SecretHry Morgentbau 

From J . Lossing Buck 

12 

November 3rd , 1938 

C!!ZNCTU TO SIANFU BY AIR 

The trip wee three hours, two hours of which were over very 

148 

ruraed country, having en elevation of :!000 to 9000 feet. The =tor road 

between Chengtu and Sian pasees tbrou&h tb1s roush country, and after hav ing 

travelled over the Yunnantu- CbunS)dns road I can well 1meg1ne the type or 

road and t he costliness of transportation over it. 

\ 
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curroncy on4 pr eolouo metals et Chongtu 

AJ.rcrart I.D China 

Szechwan, politloel end milltery 

Interview with Dr. Chang , Presidont of 

"Nes t China Union Uni voral ty 

A Shonal Wioa1onary 's report on the Redo 

-
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TO =ecret&ry MOrgenthau 

rroa 1 . Loaei ng Buck 

1 

Chengtu, Oct ober 3l a t , 1938 

CURRE:ICY AND PRECIOl13 t.!ETALS AT Ctm:C'ro 

148 

An official In tho Central Bank gives tho f ol lowing tnrormoti on: 

"Copper coins hno edvanced In value from the rote or one yuan tor 
120 coppers , on October lOth , 1938, t o 110 coppers on October 31st, 1938. 
Tho copper •alue or the coins is e;reater t han the race value and tor this 
reeeon some melting by privnte merchant s ia t aki ng plece . 

"The prsmium on silver baa also Increased; the logel rata is 100 
silver dollars r or 115 lesal tender notes , ~boreas t he open cerket rate hsa 
now advanced to 100 silver dol lars tor 126 yuan notes . Consequently the 
Central Bank is now unable to collect silver. The allver Ia being held aa 
rosoroes by t he commercial and provincial banks , tor new note lssuaa by t ho 
provincial bank and as 8 r eser ve bea l s for obtoinlng notes or t ho Central 
Bank for circulation by tho commercial bsoka. 

"Cold baa advanced fr<:>c tho priee or 220 yuan per Chineae ounce 
on October la t, to 240 yuan por Chi nese ounco on Oct ober 3l at. So1110 of tbia 
gold is being shipped by plane to Slantu and Lanehow for l ocal consumption 
Whore the pri ce or SOld I a higher than at Chongtu .• 
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Chengtu , November 2nd, 1938 

One of ~ privata 1nveatlgetora givee the following Information: 

"One hundred dollers In silver yuan exchange for 140 yuan notoe. 

7ho purchase of silver privately Is easy, end at night sa one pesaee the ex-

chenge ehops one hears the ringing or s ilver dollere as accounts a re t aken. 

"Si kong merchants ere buying silver bars to sell to the Sikong pro-

vlr.clal government min ts, which are producing silver dollars. Silver Ia pur-

cheoed In Chengtu a t 1 .80 yuan per Chinese ounce, and Is sold at 2. 60 yuan In 

Slkong. A ~nlstry of ?lnance order has just come Into force, preventing 

these shl~ents by the =otor road. They wtll continue, ho•ever , on the beck 

paths by carriers and pack animals . \ 

"Cold, silver and copper , and Interest r ates ell advanced In price 

l~edletely upon the fall or Hankow, end becace difficult to obtain. The 

chl•f reason for the rlae le the damand f or pr ec ious metals for savings In the 

rom or Je•elry and ror boarding. • 
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TO Secretary Morgenthau 

r roa J. Losslne Buck 

,. , 

Chengtu , October 3let, 1938 

150 -

An Amerlcon atrcratt technician , representing CUrtiss l~ight in 

the Central China Aircrott Co~eny, reports that before the factory wea moved 

from l!angcbow 300 plenes had al:eedy been constructed end put into operation, 

and t lul t even after movine to !lenkOl< 60 pl;anes had been manufactured and made 

"va!lable tor the Air Force . The Company bes 11 repel r factory here In Chengtu , 

while the manufacture or planes Is to be done In • new factory at Yuananfu. 

The engines of the Russian planes are not as serviceabl e ns tho CUrtlsa Rright 

eng!noa , and t herefore these engines are being taken out and American eneinoa 

subs t ituted . Tbia American representative also reports an increased amount of 

ai r cr aft trao Russia be ine on the way. 

He also reports the common telling or Chinese to recognize t he impor­

~o nce or thorough trein!ng. Pilote end other e!r technicians think they are 

fully treined after they hove learned only the rudiments. 
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Ro•lllber 2114, 1938 

To secretary Morcenthau 

From 1. Lossing Buck 

SZEC!!'.7AN, POUT! CAL AND MILITARY 

Ceneral Tang Ha1- how, Paeit1eetlon Commiss ioner tor S~echwan, 

statas: 

"The province hes 600 ,000 new recruits. There is soce diacuealon ot 

t 'lkina peace but resistance •111 continue, as peace at this Juncture 11 1m-

possible . s~echwon officials are unwllllnc to welcome the ~41nese Rode but 

will of courae cooperate with th8111 to defeat the Japanese . There is more talk 

about bovina closer relations ~ith Ruulo, but It 1a a question how ta.r Ruaaie 

is willing to participate.• 

Cenere.l Tang's attitude Indicates a dislike tor tile Reds, but one 

or cooperation with the Central Government. 

\ 
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To Secretory Mergentheu 

From 1. Lossing Suck 

., , 

Chengtu, llon:ober 2nd, 19~. 

I1'1'M'.RVU:';I .'liTH DR. CRANO, PRESIDENT OF \'lEST CHINA UNION UNIVERSITY 

Dr. Chang raises the queation whether or not the foreign powera 

realize thet it they do not take strong action in regard to the Sino-

1apaneee situation tbair influence and preati£8 in the East Will be 

entirelY cut orr . Dr. Chang, like eo many ot hers, also critieizea the 

Cb~~erlein policy or giving in t o CernAny. 

162 
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Sientu , tlovember 5th , 19:18 

':'o St'cre tnry i.:Oreenthou 

71'om J . Losa! ng tluek 

A SrtZ;:SI :.:ISSIO:MRY' S REPORT Oil mE REDS 

;. a:ed icel cissionery fro" :~orth Shensl in t he Chinese Soviet 

,,,r.~ory does not sive the glowing ~eporta which are often heard or t he 

• r.:oat or the wou:1ded sold i ers who eorno to the hospital have been 

•'10~ In the beck , showing that t hey were r unning a wny f r om the Jnps . Just 

beroro our t own \'res a ttecl<ed the re were a!x t housand guerillas , but t hey d !d 

not gl vo err ective resistance to t he J ape . The a r my in t hat section force 

c!·;!l!•na to become recruits end to esa! at in transportation of suoplhs. 

'!orah '1:qt~ods ore used, even to shooting any wl!o refuse to enlist . 

•uy icpression is t he t the Red Amy Is bui lding up Its strength 

"nJ h conserving Its !orces 1n port o t least to co!nta !n Its existence end 

to oxt end Ita control o~er e lerser t e rritory, bot h during and e rter the war . 

"The poor people ere ra vorablo to t he new government; the rich 

d lol!ke it because they ere compelled to give up thei r wealth ; t he middle 

c loss ni~~t·~•orab~;·· to it , but ecoept 

. ... clftuu. 
,~ ULI·•' .. ~\"'" . 

•r·.·3 
i _,,\ 'S- ·"" 

\. ECEit.EO 
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GROUP I(EETING 
• I 

November 10, ~938. 
9:30 A. K. 

Present: 

IJ .M.Jr: 

Oliphant: 

H.r~ . Jr: 

Lochhead: 

H.LI.Jr: 

llr. Oliphant 
llr, Gaston 
J4r , Haas 
llr. Taylor 
llr . Hanes 
llr . Viner 
llr . Gibbons 
llr . Outfield 
llr. White 
llr. Lochhead 
llr . Bell 
llr. llcReynolds 
Kiss Chauncey 
llr . Cairns 
llr . Feis (briefly) 

Archie and I had a gr and time l ast night. I 
stood on my feet for fifty minutes, arguing 
With the French, and then when I began to get a 
little impatient and tell them I wasn't going to 
put up a hypothetical question to the English, 
Archie got on; he was fresh and he finished it. 
Anybody that wants to read t he conversations, 
it is available, on the phone. They certainly 
bad me with my tongue ballging out. 

Had what? 

Had me with my t ongue banging out. 

The Secretary made the mistake of answering the 
phone when be was standing in the corner 1 thinking 
he was going to finish it up, and he never did 
get sat down. 

Where is Hanes? John, is it agreeable to you 
that we have the economists meet in your rooa 
this morning? I have a press conference at ten 
thirty; I don' t •·ant to have them step out. 
Will you (Kiss Chauncey} tell 11r. Kieley they 
will go into llr. Hanes• rooa? 

( llr. Hanes nodded "Yes.") 

·, 
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H.~.Jr: 

Haas: 

H.~.Jr: 

Haas: 

H. M.Jr: 

Haas: 

H. L!.Jr: 

Haas: 

R.l.l. Jr: 

Gibbons: 

H.M.Jr: 

Gibbons: 

H.AI .Jr: 

- 2 - ! 5'5 

(Kiss Chauncey leaves . ) 

George, would you get together with Lubin, and ask h1lll to take this, plus his thing, and see whether - oh, just sit down and talk to h1lll about it, you see? 

Ub huh. 

And out or the two - can I get a Joint memorandum rrom the two or you? 

Yes sir. 

You get it? 

I get it. The unemployment part connected up with it. 

Just a question or wher e l abor, factory employment ot the w. P. A. - it there is any relation between the two . Ir I could have it by Monday, a joint memorandum from the two of you. 

Ub huh. 

How, at ~ press conference, wr. Gaston, t here are several statements, which I don't understand . You (Mr . Gibbons) were coming at three yesterday. 
We bad that conference with the labor people; they came in and I just hung on. 

I thought I invited you. 

I t old Herman I • • • • • 

Just a second; I want to read this out loud. 
•Sharp protest s against the Treasury Department ' s order were telegraphed to Washington last night by importer s and customs brokers who said they were taken completely by snrprise by the sudden­
ness of the ruling invoking Geru.n status tor marking and duty pnrpos es tor all merchandise shipped from German-occupied areas of Czechoslovakia. They race heavy financial losses, they said, because of tbe Department ' s failure to follow its usual custom and grant thirty to sixty days grace 
before enforcing the order . • 
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Gaston: 

H.U.Jr: 

Oliphant: 

H.ll. Jr: 

Gaston: 

H.M.Jr: 

Oliphant : 

H.loi.Jr: 

15& 
- .3 -

Then they go on t o say, "The official order 
covering Austrian merchandise was ·· · ··"- here 
this is the New York Times - supposed to print news. 
"When the status of Austria was changed by 
German occupation, it was pointed out. importers 
received thirty days• advance noti ce of a change 
in duty rates and slightly more than sixty days • 
warning on the change i n markint requirements on 
Austrian products . The official order covering 
Austrian merchand1se was issued April 6. • 

Now, is that true or i sn•t it? 

It ' s true, I think; yes. 

Tbat 1s what I asked yesterday, and I was told I 
had to do it on the same day; we had to do it the 
same with Austria - thirty days in one case, and 
sixty in the other. I was told I had to do it 
within the hour. Well, I asked Ur . Oliphant • 
.llr . Oliphant said I had to do it v:i t hin the hour 1 

and here they say the Austrian got thir ty days 
notice on the one hand, and sixty on the other. 
Now, why can we do that in the case of Austria? 

I just want to verify that; I don•t think it's 
true . 

Well , I thought somebody said it is true. 

Well, Cairns told me. I know they did grant a 
period i n which either ma.r king was accepted, anq 
I t hink that was sixty days, and Cairns said 
yesterday, •we can' t follow the Aust rian thing 
because t his is in effect now. • 

Well, now, that puts me in a ter rible position. 
I mean, I asked, "IS this fair?" I said, •can' t 
we give them some notice; and I was t old point 
blank yesterday we couldn't give them an;y; we 
couldn • t; we bad t o do it in the hour. 

Let ' s have somebody in here; I have only got until 
t en o'clock. 

I ' ll be gl ad to get the data. 

I wish you would, because somebody has to account 
for this to ae. 
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Viner: 

B. ll.Jr: 

Gaston: 

White: 

Gaston: 

H. II.Jr: 

Gaston: 

White: 

H. I&.Jr: 

White: 

Gibbons: 

H. i.f .Jr: 

White: 

H.U:.Jr: 

Gibbons: 

157 
- 4-

Can't that order be ame!'lded? 

Oh, why should we? I asked point blank, as a 
matter of fairness to the business men, yester­
day, al1d said, ttWhy can't we give the business men 
some notice?" I was told I had to do it within 
the hour , by Gaston a!'ld Oliphant. 

I am sorry, ur. Secr etary; I didn' t tel l you 
that. I - I - I was - I didn ' t u!'ldersta!'ld that 
I was in on making a decision at all. 

(Breaks in.) 

Excuse me just a moment, Harry. Kr. Cairns told 
me JWhat would have to be done, and Kr . Oliphant 
asked if I would speak to you about it; I said, 
no, I would much prefer he did it; it was his 
matter and I'd much prefer he'd take i t up with 
you. 

I am sorry; I am sorry. 

I didn ' t want to understand you to say that. 

That statement was made very clearly. 

What's that? 

Namely, that it did have to be done at that time; 
did they need a.ny more notice, and I know I expressed 
a view, end someone else expressed a view that 
the notice they would be gettine would be in the 
ordering of t he material that this related to -
the goods which would be exported from today on. 

That doesn 't give them the relief that they ' ve got 
a m1J.lion units a.lready made and already marked. 

I asked particularly whether we couldn' t give them 
some notice, and I was told no . 

That is right. 

That it had to be done the day we received the 
letter from Hull. 

I t doesn' t seem practical we did it sixty days i n 
one time and thirty days in another. 
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IJ. Iol. Jr : 
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I know. But I am going to answer it. Well 
!lac? 

McReynol ds : I didn' t get to talk to Mr . Hanes but ver y 
briefly about tbat s t ate thing . 

158 

B.K.Jr: Wtv not have Cairns come in here and put him on 
t he spot? 

Gaston: I think he ' s gone (Mr . Oliphant) to get Cairns . 

H.M.Jr: I want him to come in here. 

Viner: (Oetting up to leave. ) I 1m not going to stay here; 
you don' t want me •• •••• • 

H.W.Jr: (Goes to door With Kr . Viner, talki.ng low, and 
returns to desk. ) 

McReynolds : There was nothing on the t elephone conversations 
on the suicide of this fellow last night. 

H.M.Jr: Purely a Department of J ustice suicide? 

McReynolds: It was just a Depar t ment of Justice suicide. Of 
course they bad - Irey•s boys had gotten admissions 
from him of five or six different contr ibutions 
that had been made to him, a s he t ermed "bor row­
ing." 

H.M.Jr: I don•t want to do i t now. I.f you have anything 
l et me know. 

McReynolds: Absolutely. It seems that they were making 
the case and there were no questions about the case 
they were going to make . 

Bell: Kay I give •• • •• 

B.!l. Jr: Excuse me; you want a share of this r esponsibility, 
but you want to turn it to the ••• •• 

White: I 'll have to share the responsibility, but the 
exporters did not get any notice. I also thought 
i t was the l aw; I can't avoid that responsibility. 
That Austrian case had notice, but I took the 
legal opinion that there was some difference, but 
I wasn't t r oubled by t he tact that t hey wouldn't 
give more notice than they have, and in that I 
have to accept that responsibility very definitely. 
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Bell: Kay I give the Postal Savings , well, fifteen 
million dollars, two per cent? 

H.K.Jr: Yes. 

Bell: That ' s all I have . 

H.U.Jr: Look, don't leave - will you bring this up again, 
because I want a little time. 

Bell: I thought you•d be interested. 

R. I~ .Jr : Will you rub !Icy' nose in it? 

Bell: Yeab. 

H. ll.Jr: Hub? Aeything else? 

Bell: That's all. 

B. ll.Jr: (Nods to Kr. Lochhead.) 

Lochhead! Nothing new. 

White: (Nods "Kothing. n) 

Gibbons: Nothing else, no. 

B.U. Jr: You (Kr. McReynolds) didn' t have a cb&nce to 
speak to John? 

McReynolds: Well , it's • •• . 

R. ll.Jr: Jus t a minute. 

H. ll.Jr: 

Oliphant: 

(Kr . Oliphant and Kr. Cairns come in. ) 

Cair ns and Oliphant, first let me get to the 
bottOID of this. What is the situation? 

About tbe aarket situation. In tbe case of Austria 
when they took over Auatria there waan 1 t &n1 
Auatr1a left, but in tbe case of the Sudeten 
land, when they took over the Sudeten l.aDb, there 
was still Czecboslovaki.a left, and to give them 
perllission to continue to import goods aarked 
nczechoalovakia,• it would just be a violation of 
the s tatute. 
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H.M.Jrs 

Oliphant: 

H.!l.Jr: 

Oliphant: 

H. ll.Jr: 

Oliphant: 

H. Jl . Jr: 

Cairna s 

Oliphant: 

Gibbonas 
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Because it is lllisleading. There isn•t aJl7 
Auatria that can be treated aa e. province of 
Ge%'JI8IIT. 

You mean to say that you are not going to let -
Praha is still in CzechoaloTalda and they can•t 
bring in goods f r om Praha? 

llo goods ~~anutactured in the Sudeten land, 
aarked "Manufactured in Czechoslovakia. • 

Here - but here - I am - I am - I aa - I •ve got 
an order in a tactocy in what is today Geraan 
Czechoslovakia. I placed ttat order in July tor 
a thousand pairs of gloves, or shoes, and they 
are working on that. Now, they were goi.ng to get 
it over here tor Christmas, and they have delivered 
me halt, and the other halt ian• t delivered. ]low 
you fellows boiJ&ht it - the American merchants 

~o~~~ti!;t ~~~~!eg~:s~~ti~:el~!t~t;~~ow 
shouldn't be put on thirty days• notice, 

Well, this is it, unless the statute just doesn't 
p:Dovide tor it. 

' ' Well, how could the statute be written when a thing 
like this has never happened before? 

May I read the statute; it's veey sbol't, 
(U. 8 . c. lS, Sec. 116 , ) 

•Ho article of illported merchandise ,.-h1ch shall •••• 
bear a Dllllle or mark calculated to induce the 
public to believe • , • . tha't it is manufactured 
in an;r foreign country or local.i ty other than the 
countcy or local.ity in which it is in tact II&DU­

tactured shall be adlllitted t o entry at an;r Custoa 
House of the United States.• 

Wow, if in two weeks tr011 now, let•s asauae we 
did tcy to cive thea thirty - •ixV days notice, 
tbeae gloTes .. bat you were talkSQI about would 
be aarlted, in this case, supposed to baTe been 
aade in CzechoaloTalda. 

It'• all baaed on that word •calculated,• ian•t 

it? 

Regraded Uclassified



Oliphant: 

H.IJ. Jr: 

White: 

R.M.Jr: 

Oliphant: 

R.M.Jr: 

Ylhi t e: 

H.M.Jr: 
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Now, if those gloves are 
as to where those gloves 
made in Czechoslavakia . 

brought in, it is calculated 
are made; they are not 
The State Department had 

Well, i!' you want to say that, well, when did the 
Germans go in there? On October 1 . 

No, before that - about September 31, over a 
throe-day period. 

No, it wasn 1t until October 1 . No, you're wrong; 
it wasn't then; t:btl;r were soing ·~o go to war on 
October 1, and they went in a week later. Hitler 
was supposed to so in on October one, and he gave 
them another week, and went in there October 10. 
Now 11' you are going to be as technical as that , 
that bas been misleading for at least thirty 
days. 

That is because it is not coming from the Treasury 
Department, the Customs, to settle those inter­
national questions, and under our system of Govern­
ment it is the State Department ' s duty to tell us 
which is Czecho and which is Germany. 

Let's look at it as a question of convenience for 
the American business man, doing busines s over 
there. Now where - where does it leave him? 

Well, I have some information on that respect that 
lllight have some bearinc. When that happened, 
several importers immediately got concerned with 
respect to the change in the statute; in fact, 
two got in touch with me to ask me what was going 
to be done . I said I didn't know, and they indicated 
that they were going to hurry to get their goods 
in. They had thirty days already in lfhich to do 
it, and I gather that all other importers, anticipat­
ing a change of this kind, increased their orders, 
and expedited their orders insofar as they can. 
As a matter of actual f act, they did have some 
notice, and further, any additional thirty or 
sixty days' notice in this case would have meant 
they'd speeded up imports from that area, so 
from the point of view of what is due the American 
manufacturer, he bas received, actually, some 
notice. 

Importers. 
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Importers . Some notice, granted however that he 
hasn't known definitely when it would come into 
effect. 

Here is the thi.Jlg coming into e.trect. You say 
that the former Austrian unutacture.r could con­
tinue aaanutacturing tor thirty da,-s, aark it -
staap it, "Jiade in Austria. • That was all. right; 
he could continue to do that tor thirty days . 
When that territory was taken over and occupied 
by Germany- could the goods continue to be manu­
factured in old Austria tor thirty days and 
marked •Made in Austria?" You ruled t hat way, 
didn ' t you? 

Yes . 

That is true . 

But her e you say because they t ake half or 
Czechoslovakia, or a piece or it, that t hey can't 
continue to manufacture in that now German 
territory and continue to call it Greater Czecho. 

If they call it "Kade in Sudeten Land, • then it 
would be true, parallel to the Austrian situation. 
If they say "Made in Czechoslovakia, • it is false 
and misleading, in tact. If they say, •Kade in 
the Province of Germany,• • •• • • 

There is a settled difference, ur. Secretary, and 
it is this : 

I can't - in one case it is continued to be •Kade 
in Austria" thirty days, and you say that is 
all right, but you say •Kade in Czechoslovakia,• 
in Sudeten Lands, that iS not o. K. 

You say •Kade in Sudeten Laud?" 

I say CzechoslPvakia. 

If it were ~~&de in Austria, after ever ybody 1cne1r 
t her e was no longer aey Austria, there could not 
be any misleading information. When, however, 
there is a Czechosl ovakia that does exist, and 
~he goods are made in SudetenlaDd and yet mar ked 

•Kade in Czechoslovakia,• aeyone could be detinitel,­
ailled; he would be of the opinion that it was 
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made in CzechoslOYakia because CzecboslOYakia 
did exist. 1Jo, the more I think of it, the 
leu I tlUnk the difference is. 

What does the word •calculate• mean? 

1€3 

Let me ask a fellow that we all admit is fair , 
and I think he will tell me whether I am wrof18 . 
llac, you weren' t in on this at all. Just give 
me your honest opinion. I don' t mean that it is -
if you•d sat in and heard this argument yesterday, 
bow would you judge now? 

Wall, I think I would rule just as Oliphant did:. 
I think, inescapably, you a.re misleading the 
public s o long as there is a Czechoslovakia. 
This stuff is made in Germ&JliY - what is now 
German territory, and 1f you permit the importa­
tion of stuff made in the German territory after 
this date, I don't see bow you can avoid mislead­
ing the public. An;vbody who didn't want to buy 
an)'thing made in Germany, would have bought it if 
it was made in Czecho, as Czecbo is now 11m1ted, 
wasn't willing to buy it if it was made in German 
territory, is inescapably misled by that language. 
That would have been m.y advice. 

!lotwithsta.ndi.ng what we did in Austria. 

I don't think that is comparable at all because 
Austria means Germany - nothing else. 

There is no competition with any other Austrian 
goods - any other Austria. There was a Province 
of Germany. You are not saying it is made in 
some other country that actually exist s . In this 
case you are saying •Kade in Czechoslovakia;• it 
is a f alsehood because there is a Czecbo turning 
out products in competition with the German product. 

You thi.nk this is a fair ruling? 

I would prefer some way be fotmd to give the 
importers more time. There is no way to do it. 

Tomorrow, today, yesterday, the stuff that wa• 
made and ready for shipment, marked •Kade in 
Czec:boalo't'akia," t here waa no intent to defraud 
and mislead an;ybody; it was then Czecho. They 
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should be given thirty d•:ra, in lilY opinion, in 
all practical purposes, in which to get that stutr 
out or there. .Az~TthiDC ude attar toda;r, procel8ed 
in Czecbo 1a a ditterent thiDC, but this thine 
doesn•t aalte saMe. 

That is the rule, Steve, that is the rule . 
thiDC made before ;resterda;r has got to be 

Was it an;rthing shipped blltore yesterda;r? 

..... 

As I understand it, it's got to be in transit 
b;r midnight last night. 

Yeah. It has to be shipped. 

Well, it would have to be honestl;r aa.rked at the 
time tbe;r are uaported to the UDited States. 

All right, but ;rou can•t do that on twent;r-tour 
hours• notice, 

Let•s say something was on the train, on board 
the train, and it's a load or gloves, before mid­
night last night; you have to change the aa.rkings 
on that? 

That•s what I understand, yes. 

I •ve got a thousand pairs or gloves aa.rked "KAde 
in Czechoslovakia• put on board the train ;rester­
da;r. 

Where il the t r ain toda;r? 

In Czechoslovakia . 

It lett the tactor;r tor •. I mean, it's on the cer11 
it u;r have lett the siding; it u;r still be on 
the ai41nc, but it '• :lett the ractor;r. Let ' • 187 
it' s atill on the s141nc; tbe engiae didn' t pick 
it up; it'• 1n the treicht ;rard, aUbongh it lett 
the tactor;r. 

In Oe1'118JJT· 

In Sudetenland - in that part or 081'118DT which 
the;r t ook trom Czecbo. It lett t he tactor;r )at 
in a box car, sealed, but the loco.ative didn't 
pick it up. 
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We went further in tbi11 ease than we have ever 
gone; we have made it the date ot export troa 
Germaey. Usually it is the date ot 1aport, or the 
date ot release troa warebouae, but we did not 
want to catch goods in transit. We, undoubtedl7, 
will catch some goods; we didn't want to. And we 
thillk the bulk bas escaped. 

What about this question ot atutting a warehouse? 

That's all right. 

What about a bonded warehouse in Bamburg? 

That is all right too. 

Is Bremen a bonded warehouse? 

I don' t recall, 

Any warehouse, any bonded warehouse, is all right? 

Yes . There undoubtedly will be some eases or 
hardship, but we did the best we could to minimize 
it. 

You see, there are two points; one is a thirty 
days• notice and then they gave them sixty days 
notice in the case or Austria. 

Thirty days. 

Thirty days. 

Is there aey leeway that would be legal? 

I don't know or any. I thillk we might seek to 
change the statute and give us author ity in those 
eases . 

Oh, no •• ••• • Well , I can't explain it to t he 
press . It wasn't explained to them yesterday • n• 
it, Herman? 

Ho, there was no explanation. 

So you see, they get the jump on us and they are 
on the ·ott ena1Te . Who is going to explain it? I 
can't explain it. 

\ 
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It appears to me to be purely a legal interpreta­
tion of the lew. 

Her ber t, who do you want to explain it? I can't 
explain it . 

Well, I think you could do one of two things . 
That is, have someone from - Kr. Oli phant, or 
someone !rota his division here to answer aey 
questions that might come up on it. ot course, 
that would invite questions . 

I'd like to invite Questions, because I th1nk 
that this is - well, QUoting Cairns, I think 
you are imposing undue hardships on these 'importers . 
That ' s what I think. I . t hink it is -I canft 
help but think it is a very arbitrary rule. 

I think that literal interpretation of that language 
or that Act, you are not Justified 1n doing it. 

I -I -I don ' t - I •• •• • 

I , or course, am not a lawyer . 

This is what we found in almost all or these 
Customs questions. You are between two fires ; 
here is one side presented, later the other side -
the other tire . Now the only sound and safe 
procedure in these cases is just to try to tell 
them what the law says. If you get away from that 
you are increasing it, and within the l .imits of 
what that permits that will be fair. 

Isn't an indication or that, that you did give 
virtually ninety days notice in the case or 
Austria, which affected Germany, which indicates 
your desires to give the importers as much time 
as possible? In this instance, apparently, the 
law does not allow it. 

Yeah, but Harry, i f I am an importer, and in view 
of the fact that AUftria was given thirty and 
sixty days' notice, I expect to get as much notice 
as I did in the case of Austria. 

1111 answer will be that the law i s a bad one and 
they should seek to change the law if there is no 
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B.U. Jr : You, even now - I mean, I am going by what the 
Treasury did by Austria, and I think, at least 

1o7 

I am going to get thirty day~ notice in this case 
of recent acquisition of territory. 

Cairns: VIe heard last night that the Trade Association -
t he Secretary of that Trade Associat ion, said he 
was mailing out letters to his fifteen hundred 
members, repeat ing the substance of the telegram, 
and he remar ked that he thought that they had f ull 
notice, really; they had all read the newspapers 
and had thirty or more days • notice . 

KcReynolds: As far as the explanation is concerned, ur . Sec­
retary, it doesn ' t seem to me that our position 
is particularly difficult, in comparison with the 
Austria case . The answer is that the cases are 
not comparable; in the one case there could be no 
misleading by the marking of Austrian goods, because 
anybody who knows what happened over t her e, ltnows 
that Austria i s Germany. In the cas e of Czecho­
slovakia you•ve got a case where there is a Czecho­
slovakia, appr eciably, and to permit the continua­
tion of imports so marked, is misl eading t he 
public into beUeving that the stuff was manufactured 
not in Sudeten Germany, but in Czechoslovakia, whether 
the goods were manufactured five years ago or five 
lll.inutes ago. The tact remains that whatever 
advantage currently exists to t he exporter, is to 
German citizens and not to a Czechoslovakian, so 
it doesn' t seem to me the cases are comparable. 
The very fact that there wasn•t an Austria and 
there is a Czecho - take them apar t and it gives 
us an entirely different problem to consider . 

White : I think there is something to be said about the 
fact t hat imoorters must have hastened to get 
goods from that area in order to be able to say 
they were made 1n Czecho, and 1n order to be able 
to take advantage of rates of duty which• in the 
intent of the makers, they had no intention 
of applying to Germany becaus e of di scriminatory 
treatment, and, therefore, from the ethical grounds, 
if that is what i s being r aised f or the moment, 
since the legal issue l~s been settled, I don't 
t hink that the 1mporter who may have att empted to 
get goods i n 1n a burry, is particularly 1n a 
vulner able pos1tion. 
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Let me ask Cairns a question. Cairns, it you 
were going to IIIOditT this to the benefit ot the 
American importer, I mean, gi ve them a little 
110re tillle , what direction would )'ou do it in? 
I mean, this case, tor instance, that hJpothetical 
case I just gave: the stutt was loaded, it is in 
transit somewhere in Sudetenland; it hasn't gotten 
out yet. I mean, the tellow•s got - he•s got to 
open the boxes and got to remark this stutt, and 
all the rest ot the stutt . 

Well, it he has obtained his Consular Invoices 
prior to the loading in the sealed car, and the oar 
is sealed on the siding, in Germany, we might be 
able to extend it to t he date ot the Consular 
Certification. 

What is the common practice? I mean, do they do 
that? 

I don 1 t know at what stage they get the oertitioatio 

(Kr. Feis comes in. ) 

I beg your pardon, Mr . Secretary, could I be ot 
any use in t his thing? 

I have discussed 1t with lolr. Feis . Be might give 
his views . 

(Speaks low to Kiss Chauncey; she leaves . ) 

I am raising the question ot why the Legal Depart­
ment ruled this way, in connection with Sudetenland 
in one case and gave them notice - and why they 
gave the impor ters f rom Austria thirty days notice. 
See? 

Well , I don•t know whether you want me in here or 
not. 

You are welcome. 

I just came in to say one thing; that attar we 
had finished talking, what was done was understood 
over at the Department. 

I don•t get you, Herbert. 
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Well, I talked with Kr. Cairns and !.lr. Taylor on 
this ~uestion of time; we had some talk of the 
legal aspects, not very convincing to me, as I 
said at the time, but when it was pointed out that 
setting this date as an export date from Germany 
gave a two-weeks ' period, and over at the Depart­
ment it seems that that two-weeks• period r oughly 
took care of the requirements of equ.ity, why, we 
said, "All right ." . 

What two-weeks ' period? 

The two-weeks' period involved in setting the 
date, as I understood it, as an export date from 
Germany. 

The date as of yesterday? 

Applicable to s hipment s from Germany, so that the 
stuff in transit from Germany, on its way, could 
be withdrawn. 

I don't know anything about two-weeks shipments. 

That is approXimately the time for crossing the 
water, and so on. 

Does the State Department feel that this order 
did not require any notice? 

We had an inclination that some notice ought to 
be given, but more or less roughly agreed on this 
idea of these two weeks involved in setting t he date 
as of movement f rom Germany. 

Well , I just asked Cairns - I raise'd a hypothetical 
~uestioq that was, a fellow loaded his car, the 
car is sealed and the good! are in there; it is 
marked nczecboslova.kia;" ~be locomotive hadn't 
picked the car up. What position was he in? Well 
the position under this rulin&, soae place r ather , 
he ' s got to unpack all his stuff and remark it, 
"ltade in Germany, " and I asked Cairns just as you 
came in, if we were going to modify it in any 
way, how would you do it, and he said this, that 
effective after they got the Consular Invoices -
if he got his Consular Invoices, he didn ' t have 
to change the mark. I was just asking him, is that 
common practice to get the Consular Invoices prior 
to shipment. Is that the way it is done? 

' 
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That I do not know; I dontt know, but I think it 
is. 

Yes, but they can only get the Consular Invoi ces 
when they have made arrangements for the boat, 
because they put in the Consular Invoices with 
the steamer. 

They also need to make exchanges. 

••• if they do, but if they don ' t they are 
penalized. 

If a Consular Invoice date was filled out, I mean 
so that a fellow - I am making a shipment; I get 
1117 Consular Invoice; that date would be the ruling 
date. If that would help out the importer, I 
think that would be a fair thing to do, if that 
would help him, because I can't budge those 
figures , because he•s gotten the dates, and then 
the stuff is loaded and in transit, and anything 
that had a Consular Invoic~dated November 9, 
would be in the clear? 

We could accept that as evidence of the date of 
shipment . 

And in this I am not laying down at all; I am 
just raising it as a possibility. 

I 'd like to r aise this thought: _It strikes me 
from these questionsyou•ll have a lot more 
questions; you might think it desirable to have 
Caston meet the men and have .Tohnson and Cairns -
anybody you want - to answer questions . 

(Rising) I Just thought that it might hel p to 
clarify it. 

Sit down; we'll be through 1n one second. 

What do you think, Her bert? 

I think that would be all right, silapl;r to say 
your Legal Division advised you i t had to be done 
in that way, and the question between this and the 
Austrian situation and the general reasons for 
t he order; if they want to go into the det ails of 
it, they could come to my office and Kr. Johnson 
and Cairns could go over it with thea. 
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Yeah, and that doesn ' t make it as import ant as 
1f we did it here . 

Yes, much better that way. 

Boll" much time do you want on this Consular 
Invoice thing? 

I don ' t ... . . . 

Huh? Couple hours? 

Yes ; a chance to talk it over with some of the 
men over at the Bureau, and get what t he facts 
are with reference to the actual practice. 

Wha t is t he actual practice? 

And I want to be sure that we take our stand at 
that point where, under the statute, we've got 
the strongest position, whether they attack 
from this side or t he other side. We •ve got to 
remember we are betYteen two fires. 

Can an importer sue us for damages? 

No, but we can get lots of •• • .. (speaking low) 

Ylhat? 

••• • get lots of heat and publicity, etc . , to 
counter part of that thing you had there - from 
other quarters. 

You want to come back, shall we say at twelve 
o'clock? Will that give you time, or would you 
rather do it after lunch? 

I'd rather do it after lunch. 

Three o•clock. 

Three o'clock. 

!71 

I ' d like to suggest, if you consider modifying 
the order, you might consider modifying it more 
properly somewhat to this effect: That shipments 
made ! r om Germany prior to this dat e of yesterday, 
come in as a matter of course; shipments made atter 
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that date, where it is maintai.ned t hat they were 
actually manufactured prior to that date, could 
be withheld from entry aDd the importer be permitted 
to subll.it pr oof or his contention that the goods 
were actually lll&nufactured in Czecho prior to that 
date. 

Well •••. 

I 'd like to go into all or that. 

All or that . If you come back at three • • • . • 
Anybody who·, s sitting in on that before, will 
come back a t three . 

I ' m sorry to take up so much time on this, but -
well, go into HaDes• office now, those who are 
going to work on this. 
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THE FIRST BOSTON CORPORATION 

ALLA~ "' Po,.; 
v .. ~t••n .. n 

117 dear 11r. Seeretarr: -

Olllt. Rt!lt1711 t:D 8IIIO.UIVA1' 

Nr.w YORK 

Hoveaber 1, 1958. 

With reference to the 
aatter I apoka to 7ou about recentq with re­
sard to f ba or six hundred cb&rta we bave which 
we find v&r7 ~uable to sovernaent investors, 
it 70u will advise ae who would coooe to look over 
tbaa prior to 70ur Deeeaber financina I &hould be 
verr sled to set in touch wi tb b1Ja and arranse tbe 
details becawse I f eel that whoever cocoea will 
probabq want to spend a sood part of a dq and 
I should Ulte to have one of our eenior officers 
available to go over the matter with h1a at that 
time. 

Vecy sincerely ;youra, 

The Honorable Heney Korgentbau, 
Seoretacy ot tbe Treaeur;y, 
Washington, D. c. 
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November 9, 1938 

To: The ~ecretary 

Fro0: ~. Hanes 

I spent ~oodsy, No~~er 7tn, 1o the new Decentralized 
Uni~ of tne Tecboical Steff 1o Netr York . llr . Graves ..-as "ith 
•• ond u had a long and thorolljl!l diacuaalon with both otr. lloooey 
a nd Jir . !lbnsen, and later nth the Collector of Interoel Revenue, 
olr . Ki~gbG\1111 . I am e ncourao;ed by the progress they see:> to be 
0111King . Tne llnit see"'s to be l'unctioning smoothly, dthough nt 
ono tl~e there was a little friction bet• een wr . llooney and 
~. Hansen, I ~ t old . 

At the present time t hey have approximat~ly 2000 cases 
which hnve been re ferred to thezo for possible settlement or 
hcnr lng before the Bo&rd of Tax Appenla. They ore gett ing good 
cooper ation from the Board in the D>&tter of dockets set down f or 
hMrinll , • ith the result thst about t"o- third s of these cases 
have been settled or settleoent sgreod to prior to nearing 
before the Bonrd. Of course, there a ro ~~~Any details of the 
orsonlzatlon yet to b e worked out but mos t of these are purely 
r outine. Tne one real concrete suggestion wbieb , with your 
P<"r:>lssioo, I will take to t he Cnetnu.n, llr . Anmdell , is tnet 
t•e 8 01ord of Tu A?peals give us a little aore tl~e on cases 
COllin<; up for be.>ring . Tne tecboie<ll Unit would like to have &s 
au.ch ea ninety days not ice froe tbe Bo.u-d of Tax Appeals on s uch 
eaees . I "ould like to see .. r . Arundel! regarding this sOi:le-
t lme tltls week . 

Tile work of the Unit is going to increase materi ally on 
Jonw1ry let and •r. Gr aves a nd I e re now exploring tne possibili ty 
ol' zoore personnel f or that perticul.ll r Division. Tne present 
i nclicnti ons a re that tne Unit will require five to s even more men 
for conference "ork especially. 

r w..w. 

17& 
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S.l RIC I l y CUM'IDENTIA~ 

PARAPBRAI,I 

A hlegru (no, 8?:5) of IOY•ber 10, 

Amerioan ._~•Y at Peip1ng rea4a eubetant1ally a1 folla.a: 

Jlr, 11&11.-Patoh, finanoiaJ. A4T118r Of the 8rit11h .__ 

baaey 1D Oh1na, hae informed the Amerioan Ooneul General at 

Tient11D that he will eoon leaTe for England by way of the 

tlnUed Statu and t hat he l ook& forward t o d1eouse1Dg with 

off1o1al.l of the Treaeury D1partment in l&fh1ngton the 

eoona.io and finanoial lituation in north Ohina, The vi .. a 

expre1eed by Hall-Patoh in re~d to the posit ion of for1ign 

buaineeamen 1D north Ohina are of a peeaimietio nature and 

he doe• not antioipate that their position will improve 

•until the eoonomio s ituation in Japan beoomee euoh that the 

military are foroed to modify thei r present att itude whioh 

1a 1c.ething not to be expeoted 1D the near future• , There 

il a deoided shortage in north Ohina of Oh1neee Gore~nt 

ourrenoy aooording to Hall-Patoh who 1e of the opinion that 

between now and the tiae when euoh ourrenoy will 08&18 to be 

l egal tender 1n north Ohina (Karoh 10) the shortage will be­

ooae inoreaeingly great . He ie of t he opinion a110 that tbl 

Japane1e ailitary wil l r emain aduantine 1n their attitude 

toward the eoonoaio deTelopaent of north Clbin& and he proplae­

eiel the eatablilhaent of extreae -•uree for exohange ooa-

' trol whioh will •eriouel y a ffeot foreign trade eapeo1al.ly tha 

' ra4e of foreign bueine ... en. 

-..: -- . 

' 
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· ··rrln~r 

!ccl•c : 

E: 

......... 

•.: .. , .. . . . 

.:. :r· ; 

._,. ·r : 

';)" ....... 

'le!lo. 

Oo ' d ~orning , ~ :r.rrln"r. 

?h, hello, " l'nry. 

~!0\'C!!:ber 10, 19~9 . 
12: :!9 p.:n. 

liB 

! h"<' a pre s£ c onf orcmce and one o~ the boy~ o.s': r d 
tiE· •• ::.e:-. \"e t ho ue:ht '"e ' d we t "·1 t h t!le o;:>~n a:Prk et 
co~-it~el' - executivP co~~itt~~ . ! rei~ , I thoueht 
so•~eti::le s lone- '\bout !'ove~bl'r :SOt!'! , so ! ,.on<l !'r!'d 
~h~t!'er ;;o'::.. '" ll~ .. r t o 1nv1 t. e the ~rou? t:> c:t:u~ ,~ :»~"!: 
-,;: ! ""-:>ve:::b~?:" ~Cth . .:t 1,.. r "":c~r.eee.2 :,'. 

~~~t a~itc ~e ~ ! , ~· :~t , but SPY, ! 1 ve r -, t t~ br 
? •.lt. of t?T'Il ?n :.1-c ~irrt . 

... e~,, t.:-. ..-.t ' F P Thur~~.e~·. '"1)•.!1<1 :hP t. be c•;:mvf'~1,.r.t ? 

7·,.o ~'J:..!: , t' ~ct t':' , .. ~,.r£ ='?~ ' -n ;_::::>1!1' t ~ be . 

S... , ~'·:-.en • ~ T:~r:-.'· c,~! \"inc:? 
1£:'1 1 :. i t? ~ ... ..,-:. • ~ Ti'ul"EJ.n.r 
bE ~<11 r i::;Jl t. 

~oat ' 9 ~~c we~z betor~ 
the Vtee!t be!'o r c- . Th" t ' ll 

Our f ! r.a!·tc 1:-lf will bfl Fnnounc ed , 1!" -.c C:l Fn:' , !)!"'. 

4- '-!a :."'':>rnil"\_ ":>f ='C'Cf!""'l:' r Eth , ~~ou Pe e'? 

" \Uoi uh . 

I j \l!'t. cllec'r.e~ rl t.!l 3011 , l:e ~Pid 

~he =-~a 1~ C. K. 

':'he 3J th 1c O. K. !t Y"''l V'".n t. t " ~ .... ·~e !.t · ~C' ~9th , 
l t. ' P :- ! 1 rie!lt. 

V'Pll , ~t : tl' 1r.k t"" t oi_l:t 'l::e & l H t l e b e tte r. 

;.11 rit;.~t. "'o l t then, l e t ' t ea:· e!,,·en :> ' c l ' cl<: 
~he ::?? t h . 

Yes . '1111 y :>u ,.,.t t he r~otices -
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All :-'..ght, t!1~ r.. "~he" ~ 1,. ~·7•• gPt b~ck? :.re 1ou 
in ~ash1ngton nor7 

Oh , yes . ! GOt back t he ~orn1nr. after. 

Oh , :J O<:> . Yesterdry. Yea , de.mn :r.sl: e s ::t!' 
... ., ...,,. __ .... .. 

Ye ~ . "'e ll, I don 't knot~ , 1t ' ~ - ~·hat t!1!' dcvi:!. .. e 
::Pt. :b about 1 t , lt. ' e too l e t e r.o,.. . 

..... .- ... ~ .. - .... - . 
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RE CHANGE IN TARIFFS ON lli.PORTB 
FROJ.I SUDETEN TERRITORIES 

Nove.mber 10, 19.38. 
2:4S p.m. 

Present: 

B.II. Jr: 

Oliphant: 

8. 1.1 . Jr: 

Oliphant: 

B.li.Jr: 

Oliphant: 

B.ll. ir: 

ll.r. Taylor 
llr. WhJ.te 
lolr. Gibbons 
llr. Johnson 
llr. Oliphant 
llr. Gaston 
ll.r. Cairns 

Czechoslovakia , I am here. 

Well, I ' ve been thinking about your suggestion. 

Yes, ll.r. Oliphant . 

And I think 1t practically works out that the mass of \ 
the cases tha t you have in mind are t~en care ot, and 
it works out this way practical l y - in the practical 
administration and - operation and administration. 
In the telegram to the Collectors that was sent out 
yesterday ••• • 

The reason I was looldng - thes e fellows Just l oaded 
down witb books, but you don• t bring anything. Just 
wondered how you did it . Bub? 

I pi cked their brains, let them do the work • 

••• we used the word •export" as a cut-ott date, you 
see. Now, wben you come to apply the word "export,• 
the men in the field will refer to our regulations 
where the meaning of •export" is worked out. And 
tbose are existing regulations not framed for the 
present purposes, long-standing regulations. And 
now, since typically they'd provi de - the regulations 
provide that where you don't know the exact ti.llle ot 
export, wben it crossed the line, and you typically 
wouldn't because there isn't a Treasury man on the 
f 'reight train, we •11 take. the date that the consular 
invoice is certified . And I think under that rule the 
great mass ot these cases will Just be taken care ot. 
That ' s about the story. 

Could I ask Jobnaon a question? 
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Oliptumt : 

Johnson: 

Oliphant : 

H. lt.Jr: 

Johnson: 

H. U.Jr: 

Johnson: 

H. :.I.Jr: 

Johnson: 

B. lt . Jr: 

Jobnson: 

H. W.Jr: 

Johnson: 

-2-

I wish you would. 

,. , 
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Johnson, wha t is the usual pr ocedure for any country -
bow does a manufacturer go about i n his approach to 
the consular service? Bow does he do tha t? 

When his goods are ready f or shipment be prepares 
an invoice on a State Department for m, which lists 
certain required information as t o value, and 
either t akes or mails t hat t o the American consular 
officer. 

That' s before or a fter packing , J ohnson? 

Oliphant asks, "Is tha t befor e o r after packing?" 

Usually that Nould be a fter packing. There is no 
speciftc requi rement. But the re~uired information 
covers cost s of packing . 

Yes . lYell , what I 1 m - but would it be something like 
t his? I've got a thousand units that I want to sell, 
and - I mean I have sold t hem, and I've manufac t ured 
them; I'm about gettlng ready for shipment. So 
several days, or bo·" much in advance of that would I 
s end t his document - my documents to the consular 
service? 

Ordinarlly 1t would be very close to the shipping 
dat e . 

But I would send t hem Ar enough in advance so I could 
get them mailed back t o me and have them there before 
I put them on the train. 

Ordinarily, yes , sir. 

But I have t o g et those before I put t he111 on the train 
or truck or both? 

You do not have to have them. Sometimes t hey are 
issued aft er the goods have been shipped. 

But wha t's the common practice? 

The common practice would be t o get it sooner, before 
the goods are shipped . 
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l!. tl. Jr: 

Jollrulon: 

l! . li . Jr: 

Oliphant: 

B.M . Jr : 

Oliphant: 

Johnson: 

H.li .Jr: 

Johnson: 

li.N .Jr: 

Oliphant: 
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V/ell, if we take the date on the consular invoice, 
is that going to leave - isn't that as good a out­
off date as you can get? 

You•ve got t o base it on exportation and take t hat 
as· the usual rule for determining t he date of exporta­
tion, but not the exclusive rule, as I see i t. 

You'd have - you'd have this and then you'd have 
under tha t exceptions? 

Well , it ' s this way. We say "date of exportation .• 
Now, our regulations will govern the mass of cases, 
see, the mass of cases ; tha t is, we don ' t know 
exactly when they are exported , because nobody 
was standing ther e watching . Therefore, we'll 
say , nothing else appearing, the date of the cer­
tification of the consular invoice. 

Vlell now, does tha t mean that that ' s the final date 
in ull cases? 

No, I think there will be exceptional cases . 

There will be those exceptional cases where it will 
be obvious that the date of certification is af ter 
the date of e.xportetion, for example . We know when 
the boat sailed from Bamburg, we'll say, on which 
the goods arrived, and that appears on the entry 
papers. I f that date is earlier than the date on 
the c~nsular invoice, the date on the consular 
invoice is obviously not the date of exportation. 

I see. ~o - but this would clarify this thing greot l y, 
IVOUlon t t it? 

Yes, sir . 

Bringing in the consula r service there. 

That is, without any change in ex.isting r egulations, 
the normal case, a s opposed t o the occasional excep­
tional case, is taken care of, and that's as near as 
we can get t o working out to wba t is Just and fair 
and practical. 

I think under the circumstances - I guess this i s 
about as good as you can do. 
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'A'hite : 

B. IJ .Jr: 

Oliphant : 

H ... . Jr: . 

11111 te : 

Oliphant : 

Whi te: 

Olipnant: 

l'lhite: 

B. :i .Jr: 

Gaston: 

Wnite: 

a . l.t. Jr: 

Oll;>hant: 

I! • .J .Jr: 

White: 
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Has your at tention been called to the comment in the 
Baltimore Sun about the criticism of the Administration 
f or not hHving acted sooner? There' s a phrase that 
might - bears on something that Oliphant said - that 
you might be criticized the other way because you 
didn't take action ,,,,, 

(Oliphant bands H.M,Jr a clipping) 

Is this it? 

No , thut•s Just IAatt Woll's letter. 

Ob. 

(White bands H .~ . Jr a clipping) 

It ' s a long paragrapn, but the pertinent part is 
there, which bears on the point mentioned. 

"Ne rve made no collection of that sort of thing. 

Wha t ' d you say? 

~e 1 ve made no collection of those things. 

No, it Just happened to come to my attention. One 
of tne boys saw it. I don't know whether that ' s an 
isola t ed case or whether tnat•s been repeated in 
many papers . In fact, I don' t even know who the 
organization is they refer t o . 

Well, the American Wage ~arners Protective Confer­
ence - I don' t Know whether that's , , ,, 

That ' s Matt l'loll. 

Is that the same? 

I think this is the same thing . 

The t ext of the letter was in the Herald-Tribune 
::lunday. 

It's the same thing - "American Wage Earners Protective 
Conference ." These are both the same. 

Are they? I see . Then, in the Journal of Commerce an 
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H.:.I . Jr: 

Oliphant: 

d . io! . Jr: 

Johnson: 

H. ll. Jr: 

Johnson: 

H. I.I . J ra 

Johnson: 

ti . J . J r: 

Oliphant : 

a . .A . J r: 

Johnson : 
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article a ppeared - there' s no criticism in i t at all . 

'.'I ell, I 1 m no t going t o - I don• t think I ' ve ye t 
tried t o inte r pret Yr . Ol i phant' s r ulings . I mean 
I ei ther accept them or don 1 t . ~nd I accept t his , 
wita t his - how sha ll I say - inter pret ation as t o 
toe enfor cement . 

Descr iption of the way it actually works . 

Yes . 

Now Johnson, I understand - Mr. Ol iphant t ol d me 
you ' r e seeing a r epr esent a tive of t he Cer~an 
J:.mba ssy this afternoon, be 1 s asked t o s ee you. 

Yes , s i r . 

Wel l , i s there any doubt i n your mind as t o t he 
justi ce or i njustice of tnis r uling? 

No, s ir . I t hinK any ques tion i s on t he s i de of 
whether we have been t oo liber a l - my f r ank opinion. 

How? 

By basing it on the date of exporta tlon r ather t han 
on the a a t e of a rr i va l i n tni s countr7 . 

Oh . Well , tha t ' s a 
nere t nis mornir~ . 
fel low •••• 

new one . Ough t t o have been 
In other wor ds , you give the 

Well, i t ' s a good thing no t t o talk about. 

I see . 

Nell now, l e t me ask you this . Supposing you ' r e 
asked t he ~ues tion, •Wel l , why jus t on the 
Sudet enland? nhy don ' t you do the same th1118 for 
toe sect i on taken over by Poland and t he section 
t aAen ove r by Hungary? Hby don ' t you do it 
simultaneously, Mr . J ohnson?" 

Because we have no advice from t he pr oper govern­
menta l au tho r i ty a s t o any change of sover eignty 
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Cairns: 

H.J.Jr: 

Cairns: 

H.li.Jr: 

Oliphant: 

ILlA.Jr: 

Teylor: 

H. li.Jr: 

Taylor: 

H.t.I.Jr: 

-6-

over those regions. Kr. Cairns will tell you that 
we talked to the State •••• 

I gave you (Oliphant) a memo. 

I got it last night. I got the memo . I got Kr . 
Oliphant ' s memorandum on that last night. 

Vlell, that ' s something that this country boy can ' t 
understand - that Mr . Woffatt the day before yesterday 
says that the State Department has no information as 
to wh&t Hungary or Poland did in Czechoslovakia. 

The delimitati on of the area - they don ' t have that; 
and they just did get the Czechoslovak - the 
Sudeten delimitation. We have two sets of a~aps 
which don' t quite coincide: one from the Czechs and 
one from the Germans. 

Well, I don't know whose responsibility it is, but 
I - I don't know whether it's the legal or Kr . 
Taylor's; but cert ainly I wish the two of you would 
get together and press the State Depart ment as hard 
as possible that they give us a description or tbat 
part of Czechoslovakia which the Poles have taken 
over and tha t part which Hungary took - if they 
haven't got it, let them cable for it- because 
I think we•re exposed to criticism from the Germans 
if we single them out and don 1 t do any tiling in 
regard t o the Polish and Hungarian area . 

Vlell, that would be Taylor's Job as we normally 
operate. 

Yes, and if you•d (Taylor) be willing to take that, 
I wish you ' d press and ask them please to get out 
a cable; that we find it most embarrassing that we 
can ' t move on all three fronts at the same time. 

There's a ma jor difference in time •••• 

True. 

•• • of accomplishment there. 

lly thought is, if you began to press now, 
get it in a couple weeks, if we bad l uck. 
And then, anyway, we're making the record 

maybe we ' d 
What? 

here. I ' d 
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Taylor: 

Coirns: 

Taylor: 

H.ll. Jr: 

Oltpbant: 

H. II.Jr: 

Gas ton: 

B.II.Jr: 

Taylor: 

Gaston: 
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do it. I'd have some sort of a record that we 're 
pressing for this, so that if anybody asks us -
•Well, we•ve been pressing for this information. • 

We•ve already made tha t point, but •••• 

In the letter we did. 

Yes. And we can also - I mean Johnson in his con­
versation this afternoon with the German people, 
why, can answer that without any question as soon 
as we get the defin1 tive information, why, na turally 
we'll t ake exactly the s ame action. 

O.K. 

Now, one other thing I want t o mention. I think 
t her e is one additional t hing tha t we might do t o 
aid in the smooth operation of the thing abroad . 
That is, we find this morning when we get from the 
St~te Department a copy of the dispatch t hat they 
sent t o their consular officials in the two areas 
as t o when one was t o leave off and the other fellow 
was t o begin, that t hat hasn't been worked over very 
smoothly. l•nd I sugges t the boys go over and t alk 
t o them, b e sure their instructions t o their consuls 
gear in exactly with our smooth machinery . 

Way I make a third suggestion. There goes out from 
the St a t e Depar tment a r adio newspaper describing 
t his thing as it goes on, to all officers. Ask t na t 
what goes into that, describing this thing • ••• -I 
mean they send it t o every State Department official, 
every Naval and Army officer; everybody in Foreign 
Service gets that dispatch which they send on the 
radio. I t ' s typed out. 

Yes . 

There's a fellow who writes that. If he would con­
sult us 

linybod,y got any questions now on this? 

~he fellow who writes that - his name is Thomas. 

I think so. 
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Gaston: 

B. I4.Jr: 

Oliphant: 
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Let ' s have that • •• • 
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Rave him include in that dispatch our announcement. 

And a prompt interpretation, end a proper interpre­
tation, so that our consular officers can e.xplain 
this thing. 

Well, there ' s a mistake in their instructions. It•s 
a little rough, needs to be worked over again. And 
I suggest that Cairns and Johnson get 1n touch with 
them. 

Anybody not satisfied? O.K. 
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TREA SURY DEPARTMENT ~ 

INTER 01'?1C& COM M U N ICATION 

•• lonaber 10, 1938 

fiiOM 

SecretuT llorgentbau 

Hel'ID&Il Oliphant 

For YOur WoJMUca 

tbe State Depe.rllsent adYisea that tbe7 will eeDd thia a.ttemoaa 

to tbe collllllar orticers 1ll Europe oonoen>ecl a cablecm to clar1t'7 

tbt> i llltrucUODII tbe7 sent leat night, and that tbe7 are ·1.Jlclllllioc tbe 

rollow1Jli language• 

1 Coll8ula should not1t)- ahippere that United States 
cWJtoae requ1reaente as to marldng, rates or dut;r, aDd 
1n!ol'l!l&t1on in respect or roreign or export T&lue or 
coat or production will be determined bJ rererence to 
date or rc!lonl or the goods rrom SUdeten area under 
0el'l141l occupaUon if such reiOOT&l is in course or direct 
sh1punt to tbe United States. loth1ng to the contrarT 
appear11lg, tbe date or certiric&Uon or coneular inYoice 
will, aa usual, be taken •• date or re.III01'8J. . • 
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'l'o: 'l'he Secretarr 

.. , 

llr. J..-1 Could of the eo .. erclal 7actoro Corporation, 
ttew York Ci t7 , called ae on the telephone thi1 afternoon to 
l od«e a pr oteet with reepeet to t ho rull~~t; of the eo-1u1oner 
of O.otoaa i ssued on No•ember 9th recardln& dut y rate1 on sooda 
imported from the foraer Czechalo•akian SUdeten area1, now 
under Geraan Jurlediet1on. 

llr. Could stated that thil ruli~~t; would proYe a 
• ••ere hardship to thoee lmporter1 who had placed ordero with 
SUdeten manufacturers durin& June and Jul7 for deliYOey of 
&oodl now ln anticipation of the ChriltMs trade. llr. Gould 
1aid that if the importer• were forced to mark ouch goode "Dade 
1n Germ&n71 1 t would be almo1t i:apouibl e to dilpoae of thae 
at retail in thie countey. .Uao, that i n the eaee of Auotria 
lmporter1 were «l•en 60 da71 notlee wl t h re1pect to t he markln& 
proYillonl of the 'l'arlff Act . 
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TREASURY DEPARTMENT 190 
INTII" O ,.P'IC. C0MMU N1c:AT10N 

••n Bo-er 10, 19:58 
,. 

llr. Tqlor 

State Oepe.rtment, 1ntona1Dg b1lll tbat ae tar as reterenoee to gold and a11Yer 
were concerned, we preferred t be broader l.aDgoa&e conteilled in tbe dratt w!Ucla 
bad been earlier approyed, Bawlc1ne 1nto....,d me that be would take tbe 

ques_t1on up w1 tb Oftrton ot tbe Bri thb Trade Agre = nte. Sbortl7 attar 

tin o'clock Bawlc1ne called me back and aa1d tbat Oftrton bad been 1.netruoted 
to requeat tbe e... la~~guge w!Uob bad appeared 1n prertoue Trade Agre-nta, 
namol7, tbe laDguego which oonhined •prob1b1t1ona and r .. tr1ot1one• ; tbet 

tbis lallguege bed appeare4 in our A&re•enta with preot1cal.l7 all otber 

countr1ea, and that tba:r aaw no reaaon 1fiiT tber eboul.d be in etteot die-

I tben diaoueeed tbe situation with BarrT White, J"alce· Viner, and 

Bornstein - Wbo in turn obeolced with Ollplwlt - and tbeir teeline wu t hat 
• are adequatel.7 protected liT aaree1na to tbe l.aDgUage whiob bad appeared 
in tbo preYioue agre-nta. I tben oalled 70U and obta1114d 7our e.pproftl. 
ot our agreeing to t ba oii&Dge requ .. t e4 b7 tbe Bri t hh, Attar d1aouaaiq 
tho aatter w1 th J")U, I called JlaWidAa and told b1a t hat .... re agreeable ........... "'- ~-· ... "' ... '4 
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TREASURY DEPARTMENT 

INT'Dt OI'I"'CC COMMUNICAnoN 

DAft 

lowaller 10, 1938 

raoM Rerun OUpbaD~ 

For YOV 1alo1M\1M 

I apiA lwl a telephoDe call t roa law Iol'lt troa lr. l. llartd 

Stena, j,ubueber ot tile law Iol'lt Poet, ~ tile~ be ...,ted to ... 

.. , without llltlltiood.ac nat aboiR, 8114 I told b1a I would ... b1a 

Saturdq at 11 o 1 cl.ocll:. 

191 
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!lear llr . Secretary• 

FEDERAL RESitRVIt BANK 

OP' N•wYoAK 

J oyeeber 10, 1938. 

lo corporate aecurit;y iall\le ia scheduled fer IIIIU'keting tbia " ek. 

Unless soee priYate sala or emall public offering appears on Friday or Sat ur­

dq, there rlll be no cor porate tin.ancing to list in this period. The absence 

ot corporate flotation , furthermore , will probably continue for another weak . 

Around lloveaber 23 the Co.oonwealth Edison CoaJ>&IV iesuea, which .... re de­

scribed in l as t week ' e report, will be e ligible to coMe out of reaiatration, 

and in tbe • ek after that ae~al issues uy be raad7 for offering. Larre 

corporate issues now in registration with the Securities and Exchange Coa-

aieaion are1 

. 34,000 ,000 

25 , .300,000 

21,071,600 

6 ,000,000 
1,3,000,000 

Oouonweal th !dieon Coap&IV, 1'1rat 100rtgace 

3 l/2a of 1968 tor aale to 1nauranoe coa.­

paniea , and 
c .... omrealt.b Edison Coapanr convertible deben­

ture 3 1/2a , 1958, for stockholders. 
Continental Oi l Coapany convertible debentures , 

x, 1948, t or stockholders. 
J atlonal (lyp~~Ua CoiiJ)IUIT t4 .50 preferred . 

Onion Electric Coa pe.ny .5.00 preferred. 

U l or the Ccntinantal OU debentures and pe.rta ot the CoMomrealtb Edison bonda 

and National Gfpll\la preferred stock are t or new oapital. Other plana t or new 

ttnancin;J are reported to be alaost a t tba stqe or regiatration. 

llunJ:cipal bond awards, so far this week, h&Ye aacunted to about 

t 4,200,ooo. ao.. *6,600,000 .ore 1a scheduled tor award on Saturdq. hcent 

•unioipal iaauea hAn been distributed quiokl7. Iaauea b)' .. ssachuaette and 

Connecticut, totall.nc tu,ooo,ooo, the toraer to ti.D&Doe repe.ir or hurrioane 

duap, are up for award on Jonaber 14 and 21 , reapectinly. Regraded Uclassified
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S.cretarJ lforceDthau, ll/10/38 

The t2s,ooo ,ooo or Argentine Republic 4 l/2 per cent honda ot 1948, 

o! Ctred last weak, are still quoted 1n tha lllll'lcet et a aoderate dUcount lmdar 

.!S3 

tM laaue price (95 1/2), but al.aost all or the heu. la now balined tD bna been 

placed . 

On Wednesday, llovecber 9, the Dollinlon or Canada registered a ~0,000,00) 

leaue of ,3 per cent bonds of 1968, which 1e likely t o be lll&l'keted on llove11ber 17. 

(Thle 1seue only baa to stay in registration tor seven days . ) The lesua is to re­

fUnd e uturlty or .3 year ~ notes on JaiJWll')' 1, 19.39 , and ia the first borrorinc 

by Caneda in t his IO&l'lcet aince January 19.37, 

Yours f'ai tbtully, 

llonor &b1e Henry llorgenthau, Jr., 
S.c,..tary of the TraaiiUI'y, 
Treasury Departaent, 
Washington, D.c. 

Sproul, 
Pirst Vice Pres i dent. 
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November 10, 19:!8 

.... ,. 

' 

KK,Jr today suggested to Mr. Oliphant the i dea 
o! having Governor Murphy &I attorney !or the Moe 
Ammenberg oase. He said, "He will be ava1lable Janu­
ary 1. He w1ll out-Dewey Den1• • Oliphant said hla 
!1rst impression it was a grand idea and Mr. Gaston , 
who was present , thought 1t was all right. 

195 
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19S 

Y,.,u - th'lt. ce t ine: for Tuet"f!Y, I find i n chcc'~ lng 
tl , thAt -ueedPy 16 t~r dP~· 1·he~ • -re !"Pt'rr !'l rcl.v1aor:; 
~ounc U c?m( t i n her·e . 

:U. 1'!" '\'e"nest!t':· 1~ ell r1t:. t, "'1tl-t :~?u , ~~Pt ... ,. ,.. 
:''lJ: .. !"tr~t E~...J..:. tt't.i.:>r. . 

"I~ :r th"n :::' 11 ··on ' t C" 11 1t ur.t11 ••ednerdoy . 

']''~< t I " )n thP ;:')t h . Ynl eue" E'F te~ t hA t fir~ t ttnd 
! t.~~u rt .-.,,o~Apy , .. ., ... ~~A l:r .... t ' ~r ·:.1.!t : .,..~n~ t~"t. 

.. l-lic - t" e C'l,.l!"C~! !.r C?""~in ~r. !ll"!d e_)·~ e:t t? Of1:6 t. 

·.:c !" •'"t ':""leEC e:.r :l::>rn 1.n( . 

So I'll cPll 1t f or Wedne~dny r-~rnL~o ~t elev~n , then . 

Th~"l~ you . 
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November 11, 19~ 

HM,Jr telep6honed to Col. Mol ntyre today and asked 

h1m to make an appointment t or him to see the President 

t o deliver the message trom General Chiang Kai- shek. 
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r;ovember 11, 1938 . 

A E ~ 0 R A N 0 U M 

Re : vhinese tun~ oil loan . 

200 

At five minutes t o two I saw t he President, 
und I took with me all rny pvpers in r egard to the 
tune oil loan . I deliver ed to him my message from 
Generc 1 Chiang K~Ji-shek . The President read the 
CJess~oge . 

I saic. , "You :tnoo¥, :.lr . President, you told 
~e t o tell K. P. Chen that if you &ot a satisfactory 
~easL~e from the Generulissimo, tha t we could go 
:.het.d wi til the lo&n." 

The President sllid, "Yiell , this is satisfac­
tory, isn• t it?" 

I s~>io , "Yes, I think so . • 

So he s6id1 "Have you cleared it wi th Hull?• 
and r said, "llo ." 

He said , "Well , get Hull to a cc;.uiesce ." 
I only had about t wo minutes with him as he Nent 
r ight in t o Cabinet . 

b t Cabinet I asked Hull whether I could go 
back ~ith him to tht State Oep&rtment , but he said 
he w&s sorry, he coulon•t, because he was going to 
see t he Italian Ambassador . 

I trled to &at Hull aghin a t five o 'clock, 
a nd he was playing cr oquet . 

B. IJ . Jr . 

Regraded Uclassified



______.........~~-----....,..-- 201 

\uN \L l~ -~ ~~~aj\. 
THE WHITE HOUIIII: • 

W ... H INOTON 201 

J~ ~;to:: 
~R__ ~~ 
o ~a t.F· 

~)V" 

Regraded Uclassified



.. ._ ... ,.. tlf~l 

1 • ., • I M- .. ,.. "' ., ... 
pU II el ... eU ,_ ...... 

a. ftl"'""• ._ ., 1M'- ,_ •· ,_ 
"-· ._, at ..,. r -.au• n Ow~-··· ~ M ... - H)~ aft. ( ""'-3 ;, (rJ--..1- I 0 \. <{ / 3 ~ ) 

I.Mia'-efftM ,_._.._. 
I HI..., ..... ~. 10 • L o -'\ 'i 1 = 

........ 17. 

I • ....,. el t.M Is I 

De PI 1fet, 

\ 

Regraded Uclassified



• 

• ..._rllr. Pre•~ 

h I IUW ~ re~ te Toe, • •J.ec•Uoa n~ 

, .. O.ow rt .r Cl'd•• ""• ~ 1.11 hllllliactoa tw- • ..tA ..._ 

be tlllll ....... l .... .-..-. I tuo'" ...t......a at 1-c\h wt\ll t-. ... 

..,.n. u "- z.,.~ ~oa" rl- ...,.t1ll .-, \o t~~eu ~1-. 

Aa 1M are~ • ...._, t.- aa -rmle e\&Mpal11t, Clkl-' e p~ 

ot \M ~ 1e 4oHs.-n\eJ -- IWs 1e au, .,.he """" •1\IIM\ 

S...lA\e .. t.w. &Nlak- ... -.q .. , ... -»• \o llel4 ""' -­

lMcer oc~ z .. ,..... •CP'Naioa. t r \ llh Con.._.\ 1a \o - 1.o 

I\ b ~t.ftd \!loot • ....-nU~ - u ..S•• - a\ tbh u.. wtll 

-ale cn.l• \e ..u- »r dat- f01 ,. coul..der•lth u ... 1f .. , 

l ... fhltelFo ~ Cllal• ..ua,.. • ...Sovlr\e4lo' it wl!l lte II 110.,. 

t • \lib Oc•u ' te ,,.... 1u1a ... ltioal - rw .,..,.u .,.,_..,_, 
Tbl -\lw'l• .- wb....,_ .r twe _,..root. rl-'• -u \h,.,. - • 
1-1\oltlh ,_ o. ...,. •ts-.1 .t .. polft\0 ._. ..Sv&-.t \e \M 

ru .... c--•t .r tlte wilt .r " - lte"l.e<IA1~' .. v...-r• te » • 
•...S ,......_. - \MOIIII ...... ie U\U. ...._ \llot t-.b .,..._ rill 

... 11e rw,.u. M lf .. pl. .. - 1te ~- ....-. .rr..-. • - lila 

ch•- tv r.pqwat Ill tM .......,._, U. ...-J.U.. wu-1 ....n• le 

--.. "f~ , ......... ,._,. Ill - II' J'IILe .,_... .. , 

u.. ... alwal.6 ... lie -ll•'r « tM ~ ....... ... ~- .... 

'llalW "''" la .. .UC 01111•1 • ~ r• ._ fwllw 0 • ,_ fi51 
•tet 

Regraded Uclassified



~ 

-•'Lee 11: n a 
0 

t1 .._It.._~ ---. ... w--. 
I - Mlff .... It .. U.. fl .... , ~ .... ....,. ... ' r't 1 

.... .... hPIUII - h I 1811 .... fa.,_ .. -. 
liUI ........ ,......_ la ft.no ....... • ' MW ~ JIII'HU ..... 

. ~ ..... ·~--.. 
I $ ft\lw&, tl .. l • -- b MIIMI it 1e ebplr ~ N.__,, ... el .. 

u•• •• e1 111 111111'7 Altrnn ..... t•- ,. .. .,._. liMa,. 0 1 0 

.... 1e b • ,..,u.. .. ..,.n, .... - .... .u - ... t 
0 ll&.t.l ...... 

We\-- ............. ., ,..U.U. -- 1a bot...., ..... fl 
'~'~'* I ''•--....,. paUl. a.n ,..r ay,...sa--.11' '8.000 '- fl 

W. ell - 1a \Ilia I I Clu) el elltell leu .... ' JW ... 

WU jl , I , t•ltU•'ll'• h U *'- Ulla\ _.. Ulln 9J ,_ .... el 

- .... -· .. II $ ...... . . -'- ,_.111&11', 1\ ..w­

~'- 1 • '"'-~ -~ 1......, ~.-l.,,._~ 

~ ..... ., • ~ ........ ., .... .u hw ..... 

L ' 'ef lir tee AtMM Go sa 1 '• wiU 

M ite • nalo-.. -. ,. n 1 JJO.,eae -- fl -.. .u ,._ .._ aws.,.a.... 

011&- .,,..,., ..u..,. ........ ,.. ,...., ,..,. •• - • nw 

,..,. ....Wo -.s-.. •• f0.,0. -- ,. ,.. ... I ... »o• .... 

•-Ur· 'hit t. ''• _,_au. ..W ,. th IPIIJIP-• ....... ' 1' .. 

11' • ,. ,.,. t1 -.. ,. , •• ,...._ - -r e1 -•a •a.· -- UJd 

-·&tel ..... ' ....... wUlhlfl ,,..,_..,. .... .u ... 

Regraded Uclassified



ll f[lt. ff fiff! 
I f r r i · · l ~ i i J 

HliiJirif 11! 
I f ~ E I ! : i J i f I i I l : - ~ i ~ ( f ~ t 

, l ! t' , f I t l ! j I 
_ _ r t f 

•lr~:ri Jlf il I - 'i 

I . I i I i ! : i ; f i ~ ; ! : ! I J 

.. 
&·rq -· -· il'P ~ 

' \ 

Regraded Uclassified



, , 

fftlr tlllt .. 12 .. fll ....... _ J 'p, &e .U, 1.- IIi I II lllU ... -

,..... ,., .... ~ , ....... _ • 0 ............. 1 .tU ........ ... 

~· ... $ ' _.... 'fM fM I I ... "• _,...\la ..W .trp 

oaU .... '-' .u ill w. .. ....,. "' priMe ...... .,.. tM • .. .. 

2CS 

"-'- U . .... N II 0C I Wt eeH'IJ ..... 1 ell 1 f• Pf W4v 

he ..,,. .. 1 (l ... , "- OHsr .. --..1'11 -.-"• wlU ..-..,,..a 

prell\ ,_ ---~ - 1\ .. aiQIII'W *' tM llriea , .... 

.U \a~ wtll ... rt I to1•11• 1 '~ U. ·- .. 

t• ...,_ ~ f• ,...,.. ...,. .._., rpMal.OIU.. wlU M &WklW • ,_ ... ......... ~. 
t tea IAt~ t~\. \.!>11 Jl.a,. •MJlA ·-' U. •e,- .l af '- all 

_ _ .,, oil- u ....u aJ'rad ~>Wl&a r\altlUMU.oa or • j)f'Odlle\ ohlu u r 

"-• .,.J ... \& 4nr\1a pr1.&& f~U- •• .. u •• t.a.r1Joc ,..,."-

• ~ar •• ..u_. ...,l,r or '- aU. 

..,.,. .... u.u.c tether .tt.a Ul& w- 4&J.ac• t1•· 1 ..w 

·-..-!•'- .. ..,._,.. ot ,_ ·~ • aiQI w. ~ .. -q 

O&lll- lflt.a ....,. ..... u- at t.a. ,..,.._,, \!>& a.r.c. ... t.a. n a ._ 

t.,..n ... alP' ,.._ ~. 

,. wr, 

• 

' 

Regraded Uclassified



't'/ clav a:r. l'realden\t 

b I o··- .,...,, l ou•lt r.o.,ort.d to roe, a 4ol<tca U n r •l1l'QaDtl., 

t.o Oo•a.-nt of C.>l.D~ 11U !>MD 1a •alllhl ll.:tton f or .,... a - 1.11 ...t,. 

l n,. rl~t•nc::l•l a .. le\ '--· I " - -terr-4 ut. l enath wl tll tboe llll 

ax,Arta 1a t.lle J)e. n..t !ltft rt .... g:.,..tltl etllllT to \lloolr ,A'Ob~. 

207 

J • rou • n t'll .l.Y ••u., rr• '" ' -1c ot.ancl;>nlnt, C~UBo~' • ; llallt 

• t t • _, b dea, ara t.e1 liar nord ,a h \1•4117 a ""Iran • a<> wlt~t. 

l lllledl&t.e oat o14a a .. btlOnc::e abe ,..,. aot be able to bo.Ld 011t -h 

l<>D~~•r •c.S."n 1•.- • .. •&~.reuiQa, Ir \:>b C~rnaoat. b to o:#O to 

C~la' • ... t.ta- 1a IMr , n •-t erl.:tb, ...,. h t :>a t.t• to do ... 

It h -.~ u•t" o • .. r uftl.Y -u 1o1n t tl>l• t .ia dU 

en ~\lla CAlM t.e ocat.l- r.r .. r••• tor • ec-n.Werabla ta., tr .,., 

lndarlolt.elr. 8houl4 c:w. .. u.,.. , - oubt.e:llr lt •ill be ,.,. •••1'1 
ror t.l lo o ..... .._, to • .,... l • r c• o.dclitlotl'l , .... ror n •.U ..... .t_ 

T1>a OVDOt.ructl oe llll a • ill'oD•Dce of t .... ,Air ta f la• ta •~d<l "- -

\ .... lt.llle. 

rr- " llr<M4 a \la.U nnpold, .,... " ...,.....u~ ••11 l.eea 

to \ 110 cu .... a~ at tllla u .. , ~ror_.., -u a p • r t.e .. 

• ••"*' ...... "',.. ••• t~ tbe ro"",_- or , .. 1.-11 1a ~. .., 

1f & i'U D C• ll M aYol'Oed • bloA •leo affertie a ......... ~ ell•• 
l'a~ or tile *"' \boo r aP>l\1111 • • tlonal ._rtt. h - • 

Regraded Uclassified



• , 

......... \'l ...... ,. ell.- ....................... w 

llllft .. CW...'• i l I ctU fW ... ........ t'l8 ,.._Ual 111 I• 

...a.- •• be -\M .,.. la ..,. J'Mft u -· 

eldell ..... ••_,..,.,,...,. \e ... 'I'M eal;r pl.ta ~ch eppeen fWulllola 18 & 

....,....u .. q dldp~ ~ - 1a " ' II 1\ h -req U.0 tla.Millc ef .. 

eaolloo ... el _...,. awo. ........ tv -.aU• pndoaot\e. Cll11A 

,. .... , ..... ,. la • poei\lw - ..,..n. waac .,. ~ oil - .. lD­

... Vlal vrodiM\ dl\IA • .............. of parUolllar ftlM la ..,. • .._ 

,_.-. ot q:llta .,,1 .. 'IUa1alo ... palo'- Lu\ 78"' .. ,..,.. rl•\eli 

~.ooo u. at .u oU -. _,_. 111ft of n1o'l leu taa ~ per 

_, - ,. a • ~· n 18 Nwt. ... , \laoi'Ot.,.., ... , .. 
- \11M" ,_ --at- ............ 1aporW 1• Nllr .-... -

...,.uu- 11u1a1111 w AaerUaa lafM~ •• -u ,_ \be llf ........ 

u .. et ..._ ell ,_ C~aUe. 

la ....... ~ ... ,_ I •M at C'll- -.... .u. • C'i1-

v..llaa _,_..u- liN I•' .._ =u _...,. ..,._ .. J&tl ~. • 

p.t.. ..._ u-.u. -Mifllaw. .,.., ..... w,_.--. ** au 

.... - ~--·· .... •.n .... 0 •• PM\ .. 

,_.,.... :J,a.Q()O ._at-. oil rr- \llie •ppiCpdaw C'lt n• .. , lit 

deU .. ..,. to 'l8 ... 1a ftJJ&al ,...rq II &U- 0 flft ,... .. porW, 

Regraded Uclassified



_,_ 

, , 

209 

11ec11111~ et so,aoo '- .:- .,_ _. ._..._ ».• '- 'lr• 
!1111 V lltlltc oor.-..U.. wU1 ~ tM C~ ....., I Ua~ -

ll• lt or..,.. o~ \lie .~ .. ~- wlalolil wUl. ~ e4ta 111 Mf'_. ... -. 

oll l• <teU..,red. tt t1te ou la ~- t•,U¢ ~ ,,.,.... t.-. _, 

or tllo u .... 1oar•• .. :>fll7 of tou1e oil • ..U. ~ 614.0CI<),000. tt tM 

l alUal , .,...t St - !loll o·· \be ~- ..n• t.M CldM .. 0-' 

.. ould ,.. .. , .... f4:, ()0.)0o:JO eb1cla elloul t ~ ... uat. ror t~Jr '-Ua\e 

l'lmde ~or t.Jdo laHlal ~ ,_, 1 "1 of l.o&ll h-- \:e h,>Oft.-~ 

hall. Tbo lloalc0 la twa, •oul4 a.. • ut. ta rw.ts r .w t.llle pur ... 

\ IIJ'OGCil t.be ~.., lor t~ R.r.c. or 1t.e • .-.rorrod etoek. a-ttl' 

t w tu lo!la -...14 Ilea 

a. U1 s-tort.•o ...s otl>U euoto or \be Clatao•• v~lae 

- por aUoa, 

11. A loa• "-11"0-\ lie'- tile 1¥~Ia;.ort 11""'1< ....S tM 

c.,~ V .Olac _.;~WaUoe loe...t u oa t bO coat: ot .C 

tile t"''•• "'eMT t.o .. u.or ..., oU tot.:,. t.r~ 

a ,oa \!lot .al o of '-' oLl ia t.~• 1 1 \r7o ·~ t.o 

t !w • ....,... _ ,lo, .....-u.r oou lAl w pdd w Ulo aq.n.­

ta )OII't 8tak t.o rot.ln Ulo l.ea.. •• tM a\llar lhlt ,..w 
a.. ued1W t.o tM ~- , _..., _. 

c. .... -· ,, ........ , .. t.oe .r ....... ., -... •• 
tredlac _,...u."' .. ,.,.... •.• rt 

I 
Regraded Uclassified



2!0 

... la-1 , .,. --• wUl .,. .......... • )loUltr ..W M tul ' p 1a 

\Ill ........ , "'- '-- llr,......~ ....... \lie &•-.... u .. 

.. ,... .. u... &a ..uu..u .. r ...... ....u .,. • ft<!lll-' tM\ .u 

'~» prnuft r.,... u. • ..a or '-1 .u. s ••• , t14,ooo,ooo, -u .,. 
.. ....,... 11r U. C"'alM• \radlac .,.r)»l"•U."" ror t~ . - hu e ot 

u.n- ...... . .., \.It tld.t .n..\ ........ 1a ~b -t.17·wUl .. 

ottaalAW. aa4 ~ .... w.. n. C.'>J.M .. tn.:ia,: oor,- • t.14a 

oraulAI ol. .. IMlJ. U.. t\1111 o\1 1a \Ilia -t.ry a t ,rtcea bu ad uy a U. 

••tne' .__ '' •• u. ClllMM • IOIIC1• •Ucc "ftO<da-t.l •llo• ­

rw .,.,...,lac ~ (l.e., U. OblNO .. \ ralin(l oor,or r ti·:n • 111 

.. , ..... u .. " ~' t~ u. ....... ,.u.,.) .. lt t. a .-w. t~>o.t u. 

rrl .. et -... .U w ~ . ... - r• •111 be •~bot n dl> ... be,_ 
\be •••~ rer U. ~ r- TO<U alit t !<• \ •r- u:,t bn rlll M -

\ a.lW,.. pena,pe elte'P'\elll -'~• 

I .. lat'__. U.t \M J>l•• -u _, , .,. •l>. r on l ,.r t::B~ oll 

••• • ,.. u- u - l4 .rr--' ,.n .. na.Slbau ... or ~ ,......,... ·~ 

b:l• ""- •IIJMt w 4ruUo priM r.wct'"t ioa" (~1~~~~ tt.. , .. ~ r .. 

7.UO \loo priM _. .._... froa ~ \e ~ , _. ~) U nU U ~ 

• 711plar a..: -u-., lJr or -.. eU Ia tilt. u ... , • 

let.,. -.oUatt .. n&rUMr ol\a u. aw··• ~u-. t ..W 

• .,~,,.,. •• ~ or .,_ ""' • ••-· .. *-~ .1e -~ 

Regraded Uclassified



_,_ 

., 
r 

• 

...,._ wt.ta r••~,.,..-lla•U- et -.Ills _,, -. a.r.a. _. ._ 
__. Ia; I r' ... ~ lftW Mlpllil. 

.lll ~. 

' ,... ....... , .. 
!'- alv lrMo 

211 

Regraded Uclassified



n.. ,.., , ' 

• 

El!!'/eb 10-21-)8 

e#~/ 

_,-

, , 

••• 

3~ ~·212 

Regraded Uclassified



1<;7 dear Wr. ?raaldutz 

, , 

213 

h I I>>.YB ;.re"fi® al;r re,x>rt.ed t.o 1170.1 a delef:atiJil r aj,lr .. ant1ac 

t na Gove.r-nt of CoiD& baa beaD 1a Wasbi t.on f or onr a 801\U. ...t,. 

ing rtll!lllCbl ... ie\o.noe . I 11 n co..rarr ed at l .acth with tb&a •Dil 

experte 1a the n.~t M "fl ct•eo c=ehl etudJ t.o t heir ,.....blaae. 

' " you 1\1'1 l'll lly aYoira, tr~a a11 aoo11oelc ~tllndpoint, Cbine ' a ,.u gbt 

a t t -•• -t la daa,ArataJ ber 110ru a ia b~cU7 s:v•ltan liD~ rlu-t 

iaaediata outs lda aoeiattlnca aha IIA1 llot ba eble to hol4 out aucb 

loa,:er •gsinet la;ane~a ac;;re~:aioll. II t :lie Go• ernaa11t is t.o co&e t.o 

C•liaa1 e aaaist&\ca 1sa nar _.-uent er1.s1s, no• 18 t na tiae w do eo . 

It is balie"t'ed bat a c a!>ar" tiftl.r .-u l otm ot t bi• ti""' will 

enable Ca.isaa t.o contimul tier d•t., .. tor a con.tldaro.bl• tiae, it not 

1ndafisa1tal;y. Sboul.cl Cbina colli ~oa, Wldoubtad.ly it will be nat , I OIIJT 

ror t.nlc ao .... .._t t.o • ....,. l.rc• additioM.l - · ror n -Yal u &Azioa. 

Tna c~notruetioa .ot arlat..mee or t- aa ,..ar&t e tlac ta • vuld ~ -

isaavl.tabla. 

l'roa a broacl n•tio~ Tiawpoia'\, eT"'l a OOJIPU'&tinl;y raoll lAMa 

to t tle CltiM .. GoY-t a t W • t iM, t.b•ra!'~ ~ ~P • r to lie 

- ooWid Yantura ••• tbao~C.b tba ro~t or tile loaa 1a dooolrthl. ..t 

it a ,>l.Ln c n ba a•ol"t'ed . b1cla •lH at!orda • .... -~~ ca,_ tar 

re~t or tJw loaa, tba r uulUac national ~ru 11 - ..,.. 
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-J-

lleciDDin& at 50,000 '-e per 7MZ u4 "-aiJic lO,CIDO t.. -UFo 

!be \rad1Ba: corport.Uaa wUl pq \!lot ClaiM .. ......, '-dlat.q-

tL'Ilt or ...,.. or .the ~ .. Pl"1• wb1oll wUl 11e .t.,..... •r ... ...,. -. 

oU b d.Unrecl. It \!lot oil b poa .,.,.. t•,U# pel' po181, \!lot _., 

or t ho tin J•e.r•' a ppt7 or t11111 oil. ,.oaU lie t84.0001 000. It tM 

1all1al ;>qMat is one-bolt of \!lot .,arol>ue !'riM U.. C!da .. a Oo-t 

-.oal4 ncalw U-21 0001 000 wbicla sbollld loe ade<4uata t or tbo>lr ~ata 

IIMOa. !he CbiDaea tr diQI oorpor atlaa woW.d o't>taill tbo> -aaaJT 

aau. !he kllk, ill t.n, ,.ooa14 be ""' ill t'lmds r or t.bi a pur. oae 

t.!u'oa.Cll tlaa purohue l:lr tlaa LJ' .c. or i ta r ot erred atoek. S.CV1t.T 

tor the lo1111 ... uld boa 

A. Ul imntor1aa Uil otbo>r auota or \!lot Chilleae t.nd!DI 

8. A loaD apoee-t be~ tlaa &x;>on-lllj>OJ't IIDlc ...S U. 

cu- trad!DI _,..,..u:>n boMd u,:.oc tbo> ocntr•ot or 

t ... CbiMM 41C-.;)' to ••Unr tuag oil. to t he \nd.1ai 

corpor&UOD. !lie loaa aci'H-t IIOtlld alao .,..,We tall\ 

u,- tlaa sau et to.& oil. ill tbi.a -tiT, ~ w 

la;lolrt leak ta re\1ft tM ~ .. u. ...... lNt ..,...y 

lla orecli\od to tM ClahaM ac--r, _. 

C. AD --llti onil ~toe ef U. .toe ef tM OM II 

tnd1cC OOJ'pei'Atlaa .... tM CllboM Qwuw 1'-

. 
t 
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dtW ~a-u. ..u-.- •••• 1111--· wt.u .... J'la•· .. tM\ aU 

cleeJM'e . .. ••a a • 1llU lie V..W oa a pantr ..W lie •woe c 1a 

u. ••w•et ~ ~ llzpcori-:tspert ... Ulll \be Cl!t1=• '"'"ac 
_,_.u... .a. Miiu-J. ..,....,.. -w • • ~ t».t .u 

tl» pru uto ~ tile eat. ot W.. oU. 1 ••• , ti4.000,oao, ...w! 11e 

apeet .. 11r \be ru- vlldiJIC oar~a\ioa tor ~ ,_.aa .. ~ 

.taarlaaa , ..... , &Dd to t ide ~ a i1MU 1a t hb -\17 will lie 

ats..laW u4 .-pl..,..a\ -w. TJM, CldaeN tro.diJic -;oorat.loa 

woW.tl UN ..U t.M t-c oll 1s We -\17 at prlcoea loaeed 1q>0a tile 

e<~atract llet - it .... tile Cla1Maa acnc1 , aklac -'•ol •""­
tor O;Htr&\iiJI ~- (1.e., \be Cbtaue tr-'lftl oorpora\ioa d U 

..t N&U• a pnftt rr. \1M ~.Uoa) ao 1t h apeaW tbat ~ 

prioe ot .., ell to bede"' ._ra wUl be eOIIHbat r......, llel.w 

tbe •"""«• ,., tile pan rew TDU• ..S tbo.t apecul&tlon wUl lie -­

Ulle4 _. pert.pe au.s .. w eattrel,r. 

I aa illt ...... tllllt ~ pl.u ...oW.d ••t tile ap . ......U et '-1 oU 

c-e as.- 1t wonld ~teet ;riM etabll1::at10D ot • _. tTTt RiM 

baa beea -.lljeot te clrutle pr1ee tllletv!lt1ou (eat.ac tile lAet t• 

TMrl tile prlce baa ....... rr. " ta 291 p«r ,.-) u .. u u 1-s.aac 

a ni!Ul&r and ..,..u-. ~~ ot tlldll ell 1a tbla ~. 

Wore ....,uatlal tvtw a."_. ... , ... , ... u.a. I ..W 

~teaa~of7_d_IPTI ..... ~ --Jr 

\ 
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P.uAP!iRASE OF TEUGIWl RECEIVED 

FROU: American Embassy , Rio de Janeiro 

DATE: November 12 , 1 p.m., 1938 

1!0 .: 261 

'. 

, 

Reference my telegram 254 of November 5, l.p.m. 

Tbe Bank of Braz 11 will close exoh&nge during the week 

of l!ovember 14 for maturiti es and daily quotas from 

October 1 to October 8 inclusive , according to informa­

t ion ~ivan me by the Direc tor of E.xchange. 

Office announcement has been made that effective 

November 14 t he Bank of Brazil will be aut horized to 

purchase compensation marks in payment for cotton to 

be exported to Germany from the northern part of Brazil . 

I am confidentially i nformed by t he Director of Exchange 

that the quantity 11'111 be restricted to 10 ,000 metric tone . 

Suspensi on of t he purchase of compensation marks for all 

coffee and cocoa sales and for cotton from other produo-

i ng areas ie still being continued by the Bank of Brazil. 

Please inform Department of Commerce . 

SOOT TEN 

EA: DJ\'1 
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'l'o: 

From: 

The Secretary 

IJ1ee Lon1ganl:.l-.. . 

November 12, 193g 

The total number ot WPA workers on 

Nove~ber 5, 193S 1s 3,263,000. The increase 

during the week f r om October 29 to November 5, 

was 1g,ooo workers. 

1'/PA employment has increased 1 , 774,000 

during the year !rom November 6, 1937 to 

November 5, 193g. 

This 1e t he highest number ot persona 

t hat baa ever received WPA employment •. 
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WCRXS PROGRESS ADUINISTRATION 

Number of Workers Empl oyed - Weekly 

United States 

Number of Workers 
':leek end1 ng (In t housands) 

193!! 
February 5 1,911-5 
February 12 1,985 
Februa ry lg 2, 009 
February 2 2, 075 

t.!arch 5 2 , 1~ 
Uarch 12 2,2 
!!arch 1~ 2,357 
!!arch 2 2,395 

Anr1l 2 2 , 1j.lj.~ 
Aor1l 9 2, 50 
April 16 2,5~2 
AT)r1l 23 2, 5 5 
AT)r1l 30 2,!)82 

Hay 7 2, 60!! 
l:I\Y 111- 2,638 
l.!ay 21 2,652 
!.lay 28 2,67g 

June II- 2 ,695 
June 11 2, 711 
June 1g 2 ,7~6 
June 25 2,7 7 

July 2 2,g07 
July 9 2,853 
July 16 2, 899 
July 23 2 , 9~8 
July 30 2, 9 7 

August 6 2, 996 
August 13 3, 017 
August 20 3 , 0~9 
Aueust 27 3,0 7 

September 3 3, 086 
September 10 3,102 
September 14 3,1111-
September 2 3,120 

October 1 3,129 
October 8 3 , 1~6 
October 15 3,1 7 
October 22 3, 201 
October 29 3, 211-5 

november 5 3, 263 !!' 

Source : Works Progress Administration 
e/ Confi dential 
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WORIS PROGREss Am!IHIS'l'RATIOH 

Humber ot Workers Employed - Monthly 
Uru. ted Sta.taa 

1936 Number ot Workers 
(In thoue6da) Jnnua.ry 

2, 92 February 
3, 036 !.larch 
2,872 

Ao:-11 
2,54g Yay 
2, 3 June 
2,256 

July 
2, 249 Auguet 
2,371> Septemlier 
2, 4S2 

October 
2,~1 November 
2, 2 December 
2,192 

1937 
January 
February 
!.larch 

2 ,1~ 
2,1 
2,115 

Aoril 
2, 070 I. lay 
1,999 June l,g21 

July 
1,~9 August 1, 0 September 
1,451 

October 1,476 llovember 
l,l20 Deceober 1, 29 

19jg 
anuary 1, 901 February 2,075 IJarch 2,395 

Anrll 2,lg2 l!ay 
2, ~g June 2,7 7 

July 2,967 August 3.067 September 3,120 
October ) ,245 !I 
Source: Worke Progress Administration 
a/ Cont1dent1a.l 
~onthly figures are weekly t1gures tor the latest 

week ot the month. 
They include osrt1t1ed and non-oert1t1ed workers. 

• 
223 
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hOIII ~. true• Oo. , • • T. 
LoD4oa ottloe 

Daw : Wonuer 12, 1931 

DIIWID ~ DOLLAU ftiLL PIISl ftlft AID li.&U C1l 

DOI.OD UftiiD.AY JJID !QD.Al' SOLD A! 11.7)75 lOb.AIDI 

W.AIIDD. SPO! 1'1&11CS t.iiliUD AID COIIftOL BOLDIWO JW!I 

A! 17S..29/32 PO!W.&IDS ~10, 

CONFIDENTIAL 

\ 
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EG 

SEcrEtary of StatE, 

Washington. 

NovembEr 12 , 11 a . m. 

GRAY 

Bombay 

DatEd NovEmbEr 12, 1938 

REc 1d 9 a . m. 

FOR THE SECRf'TARY OF THE TREASURY. 

SilvEr markEt quiEtly stEady rEady standing at 

rupEEs 50- 13 for 100 tolas with slight fluctuat ions . 

Stocks Est imatEd at 4500 bars avEragE daily offtakE 

bEtwEEn 25 and 30 bars . Imports 152 bars . 

Gold markEt dominatEd by purchasEs rEportEd in 

SOmE nEWSpapErS to b E by thE RESErVE Dank of India. 

Ready openEd at rupEES 36- 8- 6 pEr tola dEclinEd to 

36- 8 closEd at 36- 10- l . 

WATERMAN 
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PJJW>IIR.lBE OJ' T:ILm!UK RI:OI:IVED 

J'ROK; Aaeri can J:llbaeay, Paris, France 

DATI:: lfovember 12, 1938, noon 

110.; 1903 

,FROK COCHRAN. 

A.t half-past eleven I had a talk with the Bank of 

France. Yest erday and this morning the stabilization fund 

has had to yield sterling at London in order to maintain 

the rate around 17S.90. Official British losses of ster­

ling had continued heavy, my friend told me. Local curren­

cy is still hurt by gossip of further franc depr eciation. 

The usual story of discord in the French Government is 

also going around. It is said that the Minister of Public 

Works Demonzie is so vigorously opposing the plans of 

Reynaud that it may be necessary to effect a compromise 

which will weaken them. 

The revenue returns in France tor the month of Sept-­

ber are almost 19,000,000 france leee than was esti~~&ted, 

which are the smallest tor any month since A.pril and 

reflect the crisis of September (in the foregoing f igure 

account i s taken of increased taxation decreed under 

the full powers of last April). 

I t is reported in Aasterdam presa nne that arrange­

mente are being made tor the Kendeluohn group to give 

a new credit of about 100,000,000 florins to the French 

OoTernaent. This would be tor three aonthe and renewable 

tour U••· The interest rate would be 3 1/4 percent. 

Thia 
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This credit would perait the payiDg off of the Mendelssohn 

oredi t to the French Railwaye, par t of which maturee on 

the 39th of thie month. The Netherlands Bank, it is es­

timated, would not offer to this credit the redie~ountiDg 

facilities gi•en to the other credits. 

Reynaud is e:zpeoted to broadcast the plAne of the 

GoYernaent at eight o ' olook tonight , following today' e 

meetings of the Cabinet and Council o! Ministers. Tonigbt 

I shall oable a sumaary and also tomorrow I shall sumaarise 

any •x••• decrees that might be announced. I am not 

@Ping to Basel this weekend, under present circumstances; \ 

it will be possible for me to get a report of denlopments 

and conversations either througb returning friends, or 

by going to Basel !or a brief Yiei t myself in a !ew days. 

&liD WJ:SSJ.GJ:. 

WILSOJl, 

&.t.:Ln 
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REB 

SECrEtary of StatE, 

Washington. 

1310, llovEmbEr 12, 3 p . m. 

GRAY 

London 

DatEd NOVEmbEr 12 , 1938 

nEcld 12:28 P o m. 

An official of thE British Trtasury intimated that 

thE nEgotiations for trucks rEfErrEd to 1n paragraph C 

of my 840, August 31, 7 p . m. , art now progrEssing mort 

favorably although thE Export Crtdit GuarantEES DEpartmtnt 

is still havin3 somE difficul ty with thE ChinESE r Egarding 

spEcifications . 

IncidEntally thE ChinESE havE givEn thE British to 

by Washington. My informant inquirEd whEthEr this was so 

and I agreEd to pass on such information as I rEcEived. 

J<E llNEDY 

RR- CSB 

' .. 
•) . 

,., , ,u t 
.... ' 1' , .... 
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Secretary of State , 

Washington. 

1309 , NovonoEr ],2,. 1 p . m. 

GRAY 

London 

Dated November 12 , 1938 

REc 1d 1 :23 p . m. 

FOR TREASURY FRO~ BOTTER':IORTH. 

229 

0:1£ . British TrEasury informs mE in confidEncE that 

tlonick, FrEnch Financial AttachE, called yestErday aftErnoon 

and gave a long diss ertation in very general terms r Egarding 

Reynaud ' s measures but although hE eavE thE imprEssion of 

taking them dEEply into his confidEncE , hE did not really 

convEy any nEcEssary dEtails . HE describEd Reynaud ' s 

decrees as radical and drastic and designEd to increase 

the French national income from 220 to 350 milliards and 

EmphasizEd that thE French policy must ~ork morE and 

French capital must be tnore fruitful, ct cetera . 

Monick was, howEVEr, specific about two statEmEnts 

which hE had apparently bttn instructed by Reynaud to make: 

(one) that REynaud felt that France had not yet gottEn 

the full bEnEfit from th£ last depreciation of the franc 

and that therE was no question in his mind of dEprEciating 

the franc furthEr ; and (two) that Rq·naud did not desirE to 
haVE 
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REB 
2- #1309, From London, Nov. l2, lp. m. 

haVE rtcoursc to the London money markEt at the prEsEnt 

timE ; all hE askEd was that thE good prEss in England, 

which hE has bEEn gEtting and tor which he was gratEful, 

should bE continuEd . 

230 

Two . Th£ dollar continuEd bid today. ThE ratE rE­

mainEd around 4 . 73-3/4 with thE British authoritiEs giving 

stEadying support to thE pound. OnE hundrEd andtourtEEn 

bo.rs wErE sold at today1 s gold tixin& at 146 shillings 

9 ptnct which was 1- 1/2 pence advnucE on yestErday' a pricE 

and gavE a halt pencE prEmium. ThE British authorities 

supportEd thE franc yEstErday at 178-29/32 and at whic~ 

lEvEl it has bE En held today !rom Paris . 

Incidentally, in discussing yEstErday's ExchangE novE­

mEnta, today's FIRAYCIAL NEWS statEs "sptculativ£ buying 

ot dollars on rumors ot a downward adjustment in thE 

stErlin,; dollar ratE in connEction with thE com1IG Anglo­

AmErican tradE pact, showEd a markEd i ncreasE ytstcrday, 

despitE thE tact that many world centErs wErE on hol iday. 

ThE rt{3rEttablE failurE or thE AmErican authoritiES to 

avErt a sharp dEprEciation in thE pound in thE ovErnight 

dEalings in NEW York lEnt color to thE wild rumors circulated 

in London and Paris during thE past fE'.f days . Th£ British 
authoritiES 
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REB 
3- #1309 , Fr om London , Nov . l 2,lp. m. 

author1tes at fir s t endeavored to dispel the unfortunatE 

1mprtss1on creatEd by t h E Un1ttd Statts official attitudE 

by activEly bidding for sttrli ng until th£ exchangE had 

passtd wtll bEyond thE 4 . 74 level . \Vbcn, bo•cvEr, sterling 

camE under rEnEwEd prEssure in thE afternoon, British 

official resistance only assumEd a determinEd character 

whEn thE cxchangt again neared thE 4. 73- 3/4 mark. 

M"ny continental quarttrs transferring fund s from 

Paris and London to Ntw York attach hardly morE importancE 

to the wild rumor s circul ated during thE past few days than 

do marke t quarttrs . But thErE is a gEnEral ftt l1ng that 

thtrt i s nothing to losE by purchases of dollar s at th£ 

presEnt tim£, FrEnch quartErs in particular favoring con­

version of Paris balancEs into dollars at least until the 

nature of the pEnding Reynaud economic decrees is revealed. 

Tht pr ospect of a big investment demand for United States 

t xchangt as a s Equel to a rio£ on Wall StrEEt has heightEnEd 

thE attractions of th£ dollar , just as thE prospect 

of a big txpansion in rtarmamtnt txptnditurt has bad an 

adverse effect upon sterling. 

Marktt circles in London still cling str ongly to tht 

vi ew that thE British authoritiES will not agrEE to d£ facto 

or d£ jur e stabilization of thE sttrling doll ar ratE at thE 
pr£stnt 
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prEsEnt timE . It is also bEliEVEd that thErE is no t thE 

slightEst hopE of thE AmErican authoritiES voluntarily 

agrEEing to an adjustmEnt in thE stErling dollar ratE at ·a 

lEVEl or 4 .60 or lEss, as has been suggtattd. " 

RR 

CSB 

KENNEDY 

\ 

' 
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SEcrEtary of Stat E 

Washingt on . I 

19081 NovEmbEr 12 1 9 P• m. 

FilOM COCHRAN. 

PLAIN 

Paris 

Dat Ed NovEmbEr 12 , 1938 

REc ' d 9 :05 P• mo 

• 

At 8 :15 this EvEning Mini etEr of FinancE REynaud 

gavE a stirring and EloquEnt forty m1n,lt E addrEss ovEr 

thE radio from v:hich I havE tnlttn down thE following 

notEs i n s~ry but against whi ch no tExt is yEt 

availablE to chEck. 

"At this solEmn mommt I addrEss all FrEnchmEn. In 

spi tE of dEcEpti ons and disappointmEnts of rEcEnt yEsrs , 

I am sur£ you havE not lost faith in FrancE. You must 

know thE truth. I bring i t to you as I promisEd would 

bE donE YlhEn I accEptEd thi s poet to nork with my fri end 

and chi Ef Daladitr . I norktd fivE days on a balancE 

shEEt of FrancE at thE RuE dE Rivoli havin(l always in 

~ind thE laborErs, pEasants , and othEr ElEmEnts which 

makE up our nat i on . From this study I bavc to r Eport 

the bad n£Ws that your situation is strioua and thE good 

n£Ws 
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news tha t wE wi l l pull out of it . FinancE, likE military 

stratEgy, is simply a question of good sense. ThE 

financial situation of t h E country can bE explai ned 

simply. ThE statE has becomE a giant drawi ng too much 

substancE out of thE country. Tnt evil ia not mErEly 

financial but EXists in thE entirE economy of thE 

country, FrancE has expErienced Eight years of crisis , 

Frtnoh stE.tl pro<lucti on has gonE do1•m Vlhilt that of 

Germany has remarkably innrtased, Unemployment has 

grown , inv estors hav E los t heavily, constructi on is 

fifty percEnt undEr normal and contrasts sadly wi t h that 

of Great Britain and Germany, French commercial flE Et 

dEtEriorating, 25 billion francs nEEdtd for rEarmament 
(WE?) 

which he cannot rEfusE DalsdiEr . With so much factory 

and othEr liOrk dEvoted to this Economically unproductive 

task, but nEvErthelEss vital, othEr people in PrancE 

must work all thE hardEr. Deficits throughout the 

country art increasing and thE burdEn falls inevitably 

on thE statE t r easury. ThE stat£ l:Eeps on borrowing 

more expensively each t i me , French business cannot 

obtain money in view of the exorbitant ratE which t he 

government crEatEs through its borroVIings . REsort has 

bEEn 
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been had to borrowi ng from thE Bank of Franc£, This has 

brought dEprEciation of thE currency, So much for thE 

past , now for thE futurE , Our dEstiny will bE tragic 

if VI£ do not act , I put as i dE all preconcEivEd idEas 

whEn I camE into th£ trEaJury, I conoultEd one EXpErt 

after anothEr• they all told mE how much nould havE to 

bt borTOt'l£d for thE stat£ itsElf, rai lways , coloniEs, 

flhE::tt officE , Et cetEra, bringi ng a total or mor t than 

60 billion francs , If w£ continuE thh road of borroVI-

ing thE f r anc will soon bE 250 and thEn 500 f r ancs to tht 

pound, This v1ould mEan misEry for all of FrancE just as 

Germany sufftrtd when btr currency crumblEd a ftn years 

ago , WE nill not havE this , Our dEcisi ons arE madE with 

pridE in FrancE and determinati on for liberty, WE havE 

a capitalist rEgimEo WhntEvEr faults therEin i t is unv1ist 

to chF.ngE horsts i n mi dstr eam. WE must go ahtad wi th 

this regimE which requi rEs opportunity for profit, frEt 

tconomy and a frEE markEt . '.7 t ar t bound to ti:o grtnt 

democracies by thE tripartite agr£r:mtnt nhich guar11nttts 

liberty of exchangE and promi ses f rtting of trade. Thtrt 

have bttn somE Ylho spoke of ExchangE control but t hE 

lendErs i n count ries whEr E this i s practic ed have confi ­

dentiall y said not to follow their txrunplt . Would exchangE 

control 
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control bE succEssful in Franc E? No, it would involve 

biG risE in pricEs drop in purchas i ng powEr and d EclinE 

in s tandard of living . 1VE havE madE our choi cE which 

i s i n thE ~ir Ection of frEEdom . OUr immEdiat E acts dEal 

with pricEs, crEdi t , and \10rk , Produc~ns must havE morE 

credit to encouragE this . ThE statE must sEt an EXamplE 

of kEEping its own word, ther efore, suspensi on of amorti ­

zation i s rEjEctEd , WE must reduct public EXpEnditurEs 

and incrEasE rECEipts , WE must make stvErE Economi es. 

REcruit i ng of civi l sErvants , and rnl.lway Empl oyEES will 

bt diminishEd and somE takEn f r om thE railways and placEd 

in munitions ' factoriEs . ~ar vEtErans wi l l b E callEd 

upon to make sacrificEs . WhilE armi ng wE cannot have 

t he l uxury of Ext EnsivE public works . TaxEs will b E 

increased with thE rich beari ng their proportionatE 

share of thE burdEn, nEW industriEs will bE favor Ed . WE 

must work vigorous l y to incrEase product i on, dEfici t s 

will bE out dovm on all sidEs including railways , motor ­

buses, Et cEtEra, EconomiES alrEady dEtEMninEd upon 

rEducE such anticipat Ed dEf icits by 20 bill i on f rancs . 

Borrowing consequEntly will only remain nEc Essary for 

armaments . ThE program is sEvere, t he i dEas is to s avE 

thE 
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thE country, not to punish it , PoincarE found a some­

what similar situation and had to ~ait thrEE months for 

repatriation of capital aftEr his progr am was EstablishEd, 

WE will not bE bEatEn by thrEats, wE shall procEEd with 

a large Expansion of crEdit , ThE Bank of FrancE statEmEnt 

for nExt Th;uosdoy will show many EntriEs chan~Ed or 

missing particularly V~hErE thE 50 billion advancEs t o 

thE stat E art concErned, ThE gold rESErvEs will bE 

rEvaluEd at t h Eir r Eal valuE and t hE entirE profit dE­

votEd to amortization of thE dEbt , ThE dEficit which 

rEmBi ns will bE v1Ell SECurEd, wE do not \/Ont to comE on 

thE markEt to borrow within thE nExt si.x l'\onths , REcent 

loans hsvE r aisEd intErEst ratEs too hi gh, FrEnch rrntta 

and sharEs art ridiculously low, forEigners arE bEginning 

show an intErest in thEln &nd \'/ill snap up thES E barGnins 

if thE Fr Ench thEmsElVES do not soon takE advantag E of 

thEm, Labor . If Fr nncE nants to win out our production 

must incrEasE thirty or forty pErc Ent , Putting bocl' 

unempl oyEd i nto activity uoulti only i ncrEasE such pro­

duction by 6 pErcent , .. IE can ' t r Es t t \IO r.iays pEr >lEEk 

nne\ arm o.nd procluc E, ''IE arE e;iving you facts , ThE YI Etk 

of 

\ 
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of tVIo Sundays 1s ovtr . Vlagts for Extra Vlork V11ll bt 

pai d but not at Exorbitant ratEs . Wt art all Fr Ench 

and art taking no party or doctr i nal dEcisions but arE 

striving to rtcrtatE a strong and prospErous country. 

~E cannot curE 1n Eight days a country suffering for 

tight yEnrs . OUr plan cover s t hPtt years. What is 

thrEE yEars in a nation' s 11ft? 

WILSON 

NPL 
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Washington. 

1911 , NovEmbEr 13, 1 p m. 

DRAY 

Paris 

Datol Novcmbtr 1 3 , 1938 

REed. 2 :25 p m. 

239 

ThE thrEE yEar rEcovery program outlinEd by Reynaud i n 

his spEEch last night, which is to bE put i nto EffEct by 32 

dEcrEE laws to bE .>PUblishEd in today ' s Journal Official 

(actual publication is not E~pEctEd until somEtimE tomorrow) 

marks thE sEtting of a nEW coursE in Economic, finahbial and 

soci al policy frEE from LEft wing tenEts and, th~rEfort, con­

stitutEs thE first intEgratEd program of thE past two and onE­

half yEars which is not a compromisE bEtweEn thE morE tradi­

tional vi£Ws of thE Radical Socialist Party and thE idEology 

of thE dEfinitEly LEft Party. 

UndEr thE pl~n capi tal and labor arE to bE put t o work 

again by thE application of a policy of "libEral pricEs , 

crEdits and work" ; that is to say, frEEdom of commErcE, EasEd 

crEdits and flExiblE working rEgulations. 

ThE gov! rnmEnt ' s obj EctivE is a 30 to 40 - incrEasE in 

production so that FrancE may rtsumE htr position as a first 

class power and mEEt thE nEEd of 25, 000, 000, 000 f r ancs for 

nt~t yEar' s nat i onal dEfEnsE. Capital must suppor t hEavi er 

taxation and labor must wor k longEr hours and accEpt oompul­

. aer y Regraded Uclassified



240 
p 2 Paris #1911 

sory o.rbitr~tion of disputEs . Sanctions will bE imposEd 

against l abor agitators . " T~:o Sundays a VIEEk" arE at an 

end but labor will rEcEiVE i ncrto.scd wagEs for thE addi t ion­

al hours of work and capital must turn over to thE governmEnt 

10 ~ of thE profit accruing from this incrmstd worlcing time . 

ThE govErnmEnt is to male£ its contribution through EconomiEs 

and by "payi ~ its way as it goes". 

The politic~! significance of the plan is notuworthy, 

Blun charactErizEs it this morning in ·~OP~~AIRE as " a plnn of 

social rEaction c~lculatEd to obtain thE confidEncE of capi-

t al". HUllAmTE so.ys : " 1 RtcovEry 1 on the shoulders of thE 

peoplE" • 

I n thE abs EnCE of thE tExt of the dECrEE l aws this 

mornin(;" prEss conto.ins no detailed evaluotion of the plan . 

HowevEr, Except for thE LEft press the newspapers pn:r tribute 

to REynaud's couragE and exhort Frtncbmon of all classEs to 

give him thE suppor t nEcEssary to a fair test of "this last 

effort toward rEcovery by democratic mEthods" . ConsiderablE 

apprEhEnsion is ExprEss ed with respEct to thE tax burdEn but 

in gEnEral this is loJo!ctd upon as n necEssary Evi l flowing 

from thE faults of past governmEnts . It is the genEr al ViEW 

thnt ohly a futurE can wEigh thE mErits or dEmErits of thE 

plan; that in thE meantimE all FrEnchmEn should do thEir ut-

moat to makE it a SUCCESS . Radical Socialist OEUVRE suggEsts 

that parliamentary circlEs art for frorn pltastd with all as­

pects of thE progreJD and that its provisions Vlith thE 40 hour 

week wtr£ not acceptEd in thE CabinEt without s struggle. 

La 
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La Roo ' s PETIT J OURNAL is wor r ied nbout the implications of 

Re ynaud ' s d escription of his program as "a thrEE year plan". 

Speaki ng at a banquet for the French war ve t Erans both 

Daladicr and PrEsidEnt LEbrun madE a strong appEal for sup-

port of the government at this critical moment. Judging from 

the trEmendous applausE givEn both speakers and from the ace 

clai m rEndErEd Daladicr it wo\ud appear t hat thE veterans ' 

organizati ons arr: anxi ous t o lend t hE government their full 

backi 118 in thE pr ESEnt Effort tO put thE OOU'ltr y t o work o.gain. 

At moments duri ~ thE speeches enthusiasm of the audienc e 

made it appear almost as if the demonstration on the part of 

thE vEterans 1n b thol f of a "government of public so.fcty'' 

<thicb POPULAIR6 "fearEd" so MUch EarliEr i n thE WEEk was act­

ually to.king plo.cc under govcr~~Ent leadership. 

wsb 

U 1 v I 1 'I 1 .• 
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PARAPBRABI or T&Lm:liWI BDr 

TO: uer1 ou J:labasay, Lon doll., lll.gl&Dd 

DlTE: Jcw•ber 13, 1938, 7 p.a. 

ITO.: 701 

FOR BUTTJRWCilTH FROK THI BICIRE'l'ARY Of THJ: TREASURY, 

I t is suggested that before you make your vieit 

to the United Bt&tee you see Phillips &nd telk with hia 

w1 t b a view of gett1D.g hie i mpreaeione of the preeBII.t 

s 1tU&t1on, end inc11reotly a eoert&inill.g whether there 1e 

any message be mi ght want you to briD.g baok with you. 

HULL , 

:U:Ln 

242 

' 

Regraded Uclassified



__ __.... _ _. - --- ·--:----

,_.COCitAL AIESE.RVC 8ANK 

CW HEW YO"K 

243 

·~""''"" CORRES PONDENCE 

OJ_IFlPIItiAL nLg ___ _ 

laM• 

OATW IOY-1101' 1 .. lllllo 

S UILJI:CT> fiLIPIIOII COIY!IIUriOI 'lUI 

B.&llt or DOWD 

Mr. Bol\oo aauecs •• •' lOeiO •••• '"• waro unaa a 

lllU111C U e a 1A s-doe, II llRalo fbtr b .. cleelcl .. to 1 .. \bo wna 

tall • little M\ •• tbtr OCIQldatt. •••4 vp •4or 'ho , .. aalt ·~ 

1111cb loncar. tba rreob 1Wl4 •• a rell&l\ ot a tnoreb1o rMepUoo 

ot lqn.adta PI'OC .... bad b- ano to ae~ato \hia aon11., 

te,ooo,ooo (wb1eb tho rreaob -.ucl, ot _,.,o, eon• en into 1ol4). 

In the LoDdoll aalke\ tao, Bol\oa, bad tOld te, ooo,ooo ,. tbet t ho 

Br1 t1 ah tiMlcl' • 1olcl ead ISollu 1o .. aa t.otalecl 10 tar t.hia aoms.., 

about U6,ooo,ooo. Be CU.dll't. k:Do• where tbtnc• waro co1nc. !be 

aont1Den' on t.ha llbola bed w14aa~ dacldecl that • tarl1Dc ••• tar 

too .hlch and ~~~ to 4eprac1a\a. Ooo o t t ho rea-• tor th11 b .. 

l ilt wu, or couraa, tho .Jewt•h procr• i n Cal'lllan1• !hare were now 

• creat DllllhiJ' or paoplo on tbo Coot1Daot aa wall u 1n J!Qclan~ wbo 

ball ned t bat t.ho Bri U ah OoYomaaat' a poUcy \owarcll COI'IIaDT ••• 

bound to tail. to -· ~tilt \bo Ill U llh CO\'IJ'DIIIIIt wu lOiiDI 

llOIInd 1D tho count.,.,. fbvo wva coil~~ \o be Ita bT-alaoUou 1D 

the nut tao or tbr" ..aka and a araat 0\abar of pareon• were b .. 

cinntnc to tb1Ait that thaaa would ra.ult in h...,. OOYtma•t 1 ...... 

IYeJ7bo<IT ... , oon!Jlaecl t.bet Qaaabll'laln bact cklaa "117thtaa tor the 

ben bvt h e waa 11-.IT not ctMll•l wl\h lftonal people. e tho wu teua 

••re b'Cinninc to Ntura -. •1'0•• to .... eat•'• rortllpa -• 

•u h anna Loockla 111cl oa t.p ot tba\ \bare was tho ctw~•t ot a 

lara• •PteulaU.a •• .._, batlt • P pr1ur11T 1lt' ~,, .. ,.. on4 \lla •• .,.. 
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.. EDI:fltAL RES&RVIE 8ANK 

0" NEW YORK 

1c:j:~CE CORRESPONDENCE 

COUlDIItUL nr U 

L. 1. lDoll.L 

• 

OAT"E IHM)tr u, UN. 

SUBJE<:n f&RIOJI C:OIIIBUfXOI m1 

BMl or .auao. 

4• L'Indo CblJle. laYiaa lon • ••rr 1•1'1• pan ot 1\a n-ru• the 

tunc! ha4 4"1414 to tr, an4 oonaene tb• a 11\Ue •• 1t ••14•'' 

etror4 t o loa• t.o,ooo,ooo to teo,ooo,ooo ..,err dq. 7b~ ecnal4, 

therefore, aot apee\ to keep t he •artt.t a a 41111" end a a or4erlr 11 

tht1 ha4 111 the pen. 

It ftl all '11117, Yll7 d.1aappo1DUaa, lloltoa -t1Due4 • 

.Uth0111b thtr bad llblppl4 about •110,ooo,ooo aold to ua, nel"llDI waa 

l ppnrtntl7 atlll Oft the 4o•·ara4e. n., would 4o 1'JII7th111c tbtr 

ooulcl to prl'fmt the rate fi'OII 4epnolatlq. !odq at 1111)' rate th~ 

IOUlcl bold it UoYI ••'PO• 81 Wlft\14 to till De all tb11 flrlt 'ltl,.l'e 

tb~~r dtd ~. lloltoa 14414. • ... eue th~ •ere 111ppon1aa n 

nrtoua l i'Jela bw .... •·n 1/1 .. , •.n 7/ 1. Be would ,-.,c1 •e a 

tull and oo•pl-'e oable toa1abt. 

I aall:l4 wbether lt ••• their lattntlon that we ebould .... 

ttnue t o operate here 1111aat b1a or4er ao4 he requea\14 t h at we .. 

II), 

I ' 

• •• 
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SEcrEtary of StatE , 

\lashlngton. 

19131 Novtmbor 14, 3 p . m. 

GRAY 

Pari s 

DatEd Nov Emb Er 14, 1938 

REo 1d 1 : 51 p. m. 

ThE following arE thE ESSEntial fEaturES of thE 

financial dEcrEES publishEd today: 

245 

REvaluation of thE gold rEstrvEs: u~dEr convEntions 

dattd tlovtmbEr 12 bEtl·tEEn tht Ministtr of Fir.anct and t ht 

Bank of FrancE thE gold rEsErv Es of thE Bank of Fr ancE and 

of thE Colonial Banks of i ssuE arE rEvaluEd. ThE pr ofi ts 

arising from thE opEration as concErns thE Colonial Banks 

arE rEtrocedEd to thE tcrritori£6 upon which such banks 

of iSsUE EXErCiSE thEir pri vi lEgE . 

Bank of FrancE rtsErvta art rtvaluEd upon thE basis 

of 27 . 50 milli grams of gold which oorrtsponds to a pound 

..... rntt of approximat Ely 170 . (nott: it will bE rEcallEd 

that thE basis of r t valuat i on of July 1937 was 43 mi l ligrams . ) 

Tht profi ts Es timatEd at about 31 billi on francs wil l bt 

appli Ed to thE d Ef ini t i vE rti mburstmtnt of thE pr ovi s ional 

advancts aut hori zEd sinCE 1936. Lattr on, pr Esumably wh£n 

thE franc i s • • abi l izEd dt jure, thE procE Eds of thE 

liquidation of thE Exchange stabi lizati on fund and thE 

balance 
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belanoe i n cash of the rcntes fund and profits from furth Er 

revaluation notably will be applied towards rei mbursEment 

of advanccn remaining uncovered. 

The permanEnt advance to the Treasury of 3200 million 

francs undEr thE mouetary law of 1928 is increasEd to 10 

billion francs and the total of the new advance of 6800 

mil l i on francs will be immediately credited to the current 

account of the TrEa sury . 

( £ND SECTIO~ ONE} . 
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SecrEtary of StatE , 

WashinGton. 

GRAY 

Paris 

D~tEd NoTt~Er 14, 1938 

REc ' d 3:10 P• m. 

1913, llovEmbEr 14, 3 P• m, (SECTION T'.VO) 

It is of i nterest to notE that opErations described 

above will nakt availablE to the TrEasury not only the 

::.47 

6800 millions ~~Er thE new permanent advance but it sEEms 

TrEasury will also draw balancE of provisional advancE 

account of 3950 millions . Thus addina amount availablE 

in current dEposit account of Treasury at bank a total of 

nearly twelvE billion francs will bE availablE to meEt early 

futurE requirEmEnts. 

Treasury issuEs and issuEs 3uarantctd ~Y thE state: in 

the future the issue pricE of such sEcuri tiEs cannot b£ mort 

than ten pEr cent btlo" thE nominal value of thE securities• 

They may carry a rEdEmption premium in Excess of five 

pErcent of thEir nominal valuE . Furthermore, they may not 

bE accompanied by a gold ulausE , nEither may thEY bE 

issued abroad nor issuEd in forei gn currency. On thE ot her 

hand EXCEption is made as concEnl8 the credit operations 

carried out undEr thE decree publish ed 1n thE Journal 
Official 
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(::SEC . TwO) 

Official of August 30, 1937, dEscribEd on pagE 21 of thE 

Embassy 's dEspatch No. 1007, SEptEmbEr 4, 1937. 

Fiscal mtasurts: notably tbt rtltvant dEcrt t providEs 

tor a spEcial national contribution, rEadjustmEnt of tht 

ratt of thE 1ncomt tax and of tbt tax on rtvEnut from 

sEcuritiEs and rEgistration dutits . Tbt ratts of sptcitic 

indirEct taxts art incrEasEd and adjustmEnts madt in 

production taxEs. 

WILSON 

CSB 
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Secretary of Sta te , 

tiashington. 

GRAY 

Paris 

Dated November 14, 1938 

Rtc 1d 3 p. m. 

1913, November 14 , 3 n . m. (SECTION THR£E) . 

The' specia l tax n ill be appliEd to income from 

professionn end to 6lobal revenue . The r~te is 2%. 

During t hE year 1S39 ~ distinct and ~a~ition~l tax equal 

to 30 . .,ill bE payable by thos e r•hosc g enera l incomE 

rt~chcs a ccrtnin fi gure . 

The r at e on income from Fr ench securiti es ~nd 

on foreign securities paying French stnmp dut i es ct 

cetern (" nbonnccs '' regimE) is increased from 26~ to 

27~ ~s concerns bearer sh~rcs nnd from 16.2~ to 1~ 

as conc erns regiotcrcd shares . The r r.t c on income from 

forei gn shares not registered for Fr ench stcm9 duties Et 

cctcr " ("non- abonnccs" ) is fixEd t:t 36% . 

249 

(Begin underlining) holdings abroad (end undcrlinl ng l 

penalties ere strengthened by fin es and servi tude. Those 

"ho have omitted to deolare revenue r ec eivEd from abr oad or 

holdings abr oad a r c giv en to December 16 next to correct 

errors or oversights . Fai lure to declare \'1111 expose tax 

payer to penalties provided under Articl e 366 of the penal 

codE 

\ 

Regraded Uclassified



-2- #1913 , Novemb Er 141 3 p. m. (SECTION THREE) from Paris . 

cod£ 1n add1t1on. to f1scol ptnalti rs olr E~dy in forcr . 

Solici t i ng of ordtrs f or solE or purchasE of gold 

in ony form, or for sal t or EXch4ngt of f or Eign bank 

notta is forbiddEn. 

fiiLSON 

' ... :C:CSB 

250 
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SEcretary of State , 

Washington . 

GRAY 

Paris 

DatEd NOVEmbEr 141 19~8 

REc 1d 3 :49p . m. 

1913, llovcmbtr 14, 3 P• m. (SECTION FOUR) 

251 

Limitation of deposits in savings banks : i n order to 

put aL End to practicE prEvalent of deposit ing working 

funds , Et cEtEra , in savincrs banks, in addition to savings 

str ictly spEaki ng, total dt~osits by any deposi tor during \ 

thE yEar may not EXCEEd 20 ,000 francs . 

Nat ional lotttry: in viEw of feEblE rEturn of lottEry 

and moral dangErs accompanying practice systEO will bt 

discontinuEd af t Er January 1 , 1940. 

Balance sheet : the gEnEral rEport to thE PrEsidEnt of 

thE Republic accompanying dEcrEES EmbodiEs a dEtailed in­

VEntory of FrEnch Economy and financEs and analyzEs the 

plan of REynaud . ThE ordinary budgEt for 1939 is givEn as 

approximatEly 61, 500,000,000 francs . ThE cost of the publi c 

debt , pEnsions and civil pErsonnEl rEprEsEnt about 6~ of 

this total . llili tary ExpEnditurES account for 22:(. ThE 

SpEcial budget for 1939 will total nEarly 30 billion frnnos . 

Of this amount 25 billions will bE cxpEndtd for armamt nt. 
Total 
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RES 

2- #1913, Prom Paris , Nov. l4, 3p. m. 
(SEc . Four) 

Total gEnEral initial budgEt of thE statE as calculatEd 

i n REynaud ' s survEy is givEn as 137 billions , namEly, 

ordinary budgEt 64 , 500 millions, spEcial budgEt 29,500 

millions amortization fund 7 1 500 millions local budgEt 

24, 000 millions , r a ilway dEficit 6 , 000 million~ public 

works 5 , 500 rdllions . 

Total rEvEnUE for 1939 is givEn as 85 , 500 mill i ons 

ltavin~ a dtfici t of 51 , 500 to bE covErEd by borrcn·1ing. 

It is i ndicatEd btlow that ~~is dEficit has bEEn sub-

stantially rtductd. 

WILSOtl 

CSB 
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JR 

Secretary of State, 

Washington. 

GR.AY 

Paris 

Dated Novonbcr 141 1938 

Reo 1d 2 :38p. m. 

19131 Novonbcr 141 ~p.m. (SECTION FIVE) . 

It is explained in the general report that the 

Govern:nent proposes to reestablish progressivEly 

Cinonci'll and economic equilibrium in thrEE years by 

( !\) doing all that can be done ronidly and without 

excEssive upheaval to obtain budge tary balance; (b) 
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freeing trade and commerc e from restraints , (c)provoking 

through cheap money a starting up of activities which should 

continue as a result of returning confi dence and a 

reawakening of the spirit or enterpri se , (di the setting 

ln motion or a more comprehensive reform program. 

Turning to the monetary situation confidence i s 

expressed that the necessary conditions for a profound 

amel i oration of t he money m'lrket now e;:i st . No question 

of the value of the franc can possibly arise with respect 

to the pari ty of French prices with worl d pri ces i t is 

stated . It is expect ed that the money marke t will b e 

nor~lly supplied by the progressive repatriat i on of 

holdings abroad and it is indicated tha t the Govcrnccnt 

intends 
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- 2- #1913 , Novonbtr 141 (SECTION FIVE) from Paris . 

intends to follow a liberal monetary policy. 

Finally thE report rejtctn "everything condtmnt d 

by orthodoxy" . In this respect for instance attEntion 

i3 invited to t hE restriction placed on foreign loans 

(describEd abovE) and the parti al rci.mbursonent of the 

different provisional advance ~~counts at the Bank of 

France through tht revaluation of the gold reserves. 

'!fiLSON 

CSB 
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Paris 
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DatEd NOVEmbEr 14, 19~8 

Rec'd 4:47 P • m. 

Secretary of StatE , 

·;;ashinzton. 

1913, ;JovET.tbEr 14, 3 P • o . (SEC:..'ION SI~) 

I t i3 cxg1ainEd t~At thE bank nill opEn a new advance 

nccom1t i h uhich will be Entered t he remainder of t he 

rrov.'.!liona:!. advances tha t will not be covered by th£ 

prof~t fron t he revaluation of the s old resErvE and 

t hat this ntl¥ 'J.uvnncr account \'/ill bt securEd by the 

proceEds or the liquidation of the exchange and rrntcs 

funds . 

In v:..cw or this nett advance anc' "other considerable" 

svms avai1a~lE confidEnce is tA~csstd that thE Trcaatwy 

will be s:-":1 trrtd for many montl~s to oomt . 

I n conclusion the stattmtnt is madt that or thE 54 

or 55, 000,000, 000 initial deficit about 15,000, 000, 000 

~VE beEn ?rovidEd for under tuc nc~ plan and ~~t as 

rcvtnU£ is txpected to Exceed tst~tcs by 5 to 

6 , 000, 000, 000 it uill only be necessary to borrow about 

2s,ooo, ooo,ooo which corresponds to armament cxpcnditUl•co . 

In 
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2-/,!1913, From Paris , Nov . 1~,3p ,c , 
(SEc , Six) 

In any ens£ it is statEd thE GovErnmEnt dOEs not proposE 

to co~£ on th£ markEt with a 1ons tErm loan issuE for 

at ltast sL~ months , 

NPL 

Et:B 

( END 0 ' ::ESSAGE ) 

Y/ILSON 
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REB 

Secretary of State, 

Washington, 

1312, NovEmbEr 14, & P• m, 

PLAilf 

London 

Dated November 14, 1938 

Rtc ' d 3 :•15 p , m, 

FOR TR!:ASURY PROia' sU'J:TER\VOHTH . 

l , ThE initial impression in the city of Reynaud's 

decrEES is that they arc sound and constructive and arc 

thE rEmEdiEs which shoul d have bEEn appliEd a couple of 

years ago , But for this very reason the city is hoping 

for rather than definitely hopeful of their success, 

However thErE is great rEluctance to criticizE on the 

score that it may do harm, 

257 

Both the T~ES and DAILY TELEGRAPH givE REynaud's 

appeal and measurEs a good scndoff and throughout their 

Editorials runs thE thought of thE desirability of Prance 

as a military and political ally being made stronG• 

''rht whole future of FrancE now depends on thE r EsponsE 

that is madE to t.l , REynaud Is appeal and his call for work, 

sacrifice and enterprisE" • 

Incidentally the T!w.ES emphasizes that if REynaud ' s 

measures fail "the inevitable result 1f complEtE collapsE 
is 

\ 
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2-#1312, From London, Nov. 14, 6p. m, 

i s to bE avErtEd wi l l be the resort to contr ol lEd exchanges 

and thEir necessary complement 11 directEd economy" . Sig­

nificant in this connection is tht following unusually 

strongly wordEd statement from thE Pnris corrEspondEnt 

of thE TI:.tES. 

·~ . Blum thE Socialist ltadtr has nothing mort con­

structive to offer than indignation and suspicion 

-- sentimEnts which will ctrtni nly do nothing to provoke 

thE hasty rEturn of Expatriated capital. V. . Bl um can rEst 

assured t hat this is probably thE last opportunity of 

solving thE economic problems of Franc£ on a liberal basis . 

If it fails t h E turn or rEgimEntation is almost cErtain to 

comE and i t is not so cErtain that M. Blum and his supportErs 

will bE thosE who impOSE i t . " 

ThE only non- laudatory Editorial appEared in thE FINAN-

CIAL HEWS which concludEs: 

11 ThE rEaction of tht FrEnch public to his mEasurEs is 

incalculablE and it is concEivablE that thE favourablE 

psychological Ef fEcts of thE balancin3 of thE ordi nary 

budgEt and of thE modification of thE 40- hour wEEk may 

wipe out thE unfavourablE ~Attrial effEcts of thE untimEly 

deflationary measures . It is just possiblE that u. REynaud ' s 

moving 
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R£8 

3-#1312, From London, Nov. l4 1 6p .m. 

moving appeal for an all-round national effort for the 

salt£ of saving the franc will i nitiate the much- neEdEd and 

long- ovcrdut national rEgEneration. But pending the 

evidEnce of a rEally satisfactory response wt cannot htlp 

fttling that it would haVE bEen better if M. Reynaud had 

folloiYtd his original int ention of raising the national 

income by noEans of a sweeping re!lationary campaign in­

stead of jeopardising thE success oi' his rt.tlation by 

first embarking upon a ruthlts!l dEflationary drivE . " 

2. The dollar which openEd at 4 . 74 he.s bEEn very 

hEavily bid throughout the day due to the recurrence of 

rumors of a further deprEciation of tht pound 1r. connec-

tion with the forthcoming Anglo-American Trade Agreement. 

Although therE has bttn a considerablE repatriation of 

French funds today thE weakness of the pound has bttn pr~ 

ily a dollal'-stcrling matter and with suff'icicnt force 

behind it to bE unaff'ccttd by any French salts of dollars 

that may have occurred. The British authoritiEs have been 

supplying dollars at varyinn rates throughout tht day and 

thE dollar is closing htre at 4. 70 3/8. It may bE that thesE 

deprEciation rumors will continue to bE operativE until 

authoritatively quashed but certainly if thE prEssure is not 

r Esisted 
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REB 

4- #1312, From London, Nov . l4,6p. m. 

resisted more firmly it will uain momentum, particularly 

as events during the weekend in Germany have again revived 

rears that Munich was not a peace but a truce . 

Of the 414 bars sold at fixing almost 400 were suppliEd 

by the British fund which however gave little gol d there­

after despitE offerings of over 1 ahilling above the fixing 

price . 

KEIINEDY 

HPD 

. _,, 
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Sccrcto.r y of State , 

Washi n3t on , 

) Sl3, Jlovcm':>Er 1~, 9 P • m. 

:'t:t T'1EASURY FRO!! B11l'TERVIORT.U • 

ORAY 

London 

261 

DatEd Nov embEr 14, 1938 

Rcc ' d 5 p . m, 

• .:,bas.I '\Clor o.pprOV£ s , Sail in_; t•Aif!:ATTAN Nov onbEr 18 t h , 

KEIINElTl 

El!3 
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-----------------------------~ 

'-":'Jr : 

.. -. . 

:r ·r· 
1.ou1i ·,-.n t~r. : 

·.: .. rr : 

.:- r .... . . ... .. . 

..., Jr : 

· .... ...... . ... 

•• ' ]T' : 

•• 
., .. Jr: 

.. 
·-·-- ,.. . . . 
J : 

~·Jr : 

'r. J:~hneon • . 

Go ellen~ . 

Hello . 

Oood mo l'n1ns, :·r. SeoretPry . 

!· . 262 
:rove"'!her l<! , l::!~P . 
9 : :)!:' a·. ~ . 

:J:>"l • m:>l'n1nr . I w:n1l~ lik~ Oliphant. t o c:ct. in 
t"luch ... 1 :h , .. !l:lC'\"~r :·our ::1~n lc rho 1s w:>rlt1ne :>n 
th-.t,. ,;Jr~c~~:cE-r.t le'· ,..~ h~ c~;. ~':> his h?me l":>r k 
bc~~r~ t~o o 1 cl?c~ . 

7Th:> 1r :.!'-!.c :::E\n 1r. the ~rmy, 

~ · d 11'~'" J-:1:n to t.('l.k , not to ler<y~r£ in thP Army - \ 

yo£ , 

- but to tl•l't ~o ~:>lonel 3u,..n& . 

'',"b.?., 

Colonel" 

v~~ . Colonrl J. ~ . Burn t . 

·' . H. Burnt . 

v e s ' t1r. r..r.~'. Ge"le r t 1 Arn:> ld . 

! t!lin~ co . I r~~t Oliphnnt. to se~ orr on the 
r1(;h t. track. 

Well nol7 , - coul d you arr ange t hA t he could eee -

They ' re bo t h - they ' r e both e1t t 1ns here rieht now, 
eo, you set the t t me Md tr.ey ' ,' see !:1m, ~!':• not -
why not t en o ' clock? 

Ten o ' c l -:ck? 
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c J: 

,, 

J : 

J : 

"~: :Jr: 

• • . . 

·-· -,... . . .. . . 

263 
- 2 -

Ten o ' clock. 

General Arnold? 

General Arn~l~ and Colonel ~urns . 

Where do they - w:u-t - ~ell - l"b~>re are t.hey -
wber P's their of fice? 

'1/h:.t don ' t. t.h<!y come by Ol l.phent.' s of f ice , t hey 're 
~ot. in the a~roe building. Col~nel Burns 1s up 
here and Gener al Arnol<'. is d:>, .. n a t the ~!un1t.ione 
Building . 

1Yel,l t.hnt ' s- rell, v:e ' ll do enyt.hl.ng t.het.­

Suppose - cu,poee ~e eay t en o'clock at. 
llr. Oliphant's offi ce over ~here? 

That 'll be fin~ . 

P.e ' ~ 1n the Treasury Bu1ld1n~ , 1sn ' ~ ~e? 

Yee. 

T'>ey ' ll &1v <> !:1m just a lit tle background . 

All right.. 

Thank you v~ry m~cl:. . 
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GROUP :lEETINO November 14, 19)8. 
9 : JO a .m. 

Present : 

H . w~ .Jr: 

=.:cR : 

H • .J.Jrl 

:.!cR : 

B. IJ. Jr : 

:JcR: 

B. i.! . Jr: 

UcR: 

B. c.i .Jr: 

Bell: 

H.M.Jr: 

Bell: 

B. :.! .Jr: 

Bell: 

B.U.Jr: 

Yr. Hanes 
Yr . Taylor 
14r . OliptlEmt 
!.lr . Gibbons 
blr. Bell 
llr. Haas 
lo4r. 'llhite 
IJr . Lochhead 
.Jr. iicReynolds 
!llr . Gaston 
l.lr. Duffield 
:.!iss Ctu<uncey 

lolac, I wish you ' d go over and see -what' s t he 
Chi ef Clerk over there?- •••• 

Forster. 

• • • to see if they l'tsnt those answered (banding 
cert ain l etters to McReynolds) . 

Yes , sir. 

Mcintyre called me, said did I want to answer 
Said the President kept shooting them over to 
We•re not supposed to answer those . Bub? 

All r ight . 

You got anything? 

No. 

them? 
him. 

Dan, could you get me out a pr eliminary on - on -
on, financing? 

Yes, sir. When would you like to have it? 

Tuesday. 

Couple days. 

J.leybe 'ilednesday . 

l:'ine. 

Just now t o t he JOtb of June. 

' 
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Bell: 

H. !A.Jr: 

Bell : 

H.II.Jr: 

Bell: 

Lochhead : 

H.W. Jr: 

'lihite: 

H .~ . Jr : 

,'.'b1 te: 

H.!i. Jr: 

~nite : 

a.1. Jr: 

White: 

H.l.l. Jr: 

Whit e: 

llu!tield: 

Yes, sir. 

What have you got? 

I bave notb.ing. 

-2-

You'll be here 10:15, won't you? 

Yes, sir . 

265 

Seems to be a considerabl e amount of covering going on 
in French francs t uis morning . We have no figures 
as t o bow much they've gai ned 4 but apparently 
pretty heavily, from London. ~terling has weakened 
off agains t the franc and the dollar tb.is morning, 
going below 4.73 again. The French are not letting 
the rate go up a t all, holding t he r ate et 178.75. 

Harry? 

We ' ll heve that material r eady this afternoon, when- \ 
over you wish it, und •••• 

What material? 

On Bewley ' s - on the possible conference . 

Oh. 

And 

o'lell, I've thought it over. I'll t ake it, but I'm 
not going to t alk to Be• ley until the trade treaty 
is signed, because I don't see that there is any 
use in doing it. 

Well, we •11 have it ready when you go home tonight. 

Yes. Well , any -you can- you better keep it, 
and I ' ll see you •••• 

It will be ready whenever you want it. And I'd 
like to see you a couple minutes before that 10:15 
meeting. 

Tom Smith sent in to Cy t he Wilcox letters and I•ve 
been through them. I don't - I think that inJury 
t o 11.r. Giannini is mor e imllgined than real. But 
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ll.M.Jr: 

Duffield: 

a. J . Jr: 

Duffield : 

H. :.I.Jr: 

Duffield : 

li .U.Jr: 

liuff1eld : 

H.!J.Jr: 

Duffield: 

Hanes : 

H. li.Jr: 

Duffield: 

-3-

we 've got them here if you want them. We ' ve got 
t o send them back . 

266 

Well, let1 s wait until we get ar ound to the banking 
thing . I mean you might - you• ve got this last letter 
of Giannini. 

Yes . 

And Just to give a thought - I mean i f I was going 
to answer him myself, I• d simply answer this way: 
"My dear Mr .· Giannini: I ' m glad to learn that your 
first and lest int~rest is the interest of t he 
deposi tors . So is mine . And if we would stick to 
that basis, mcybe " e can do sometbing constructive 
for your bank . " Something like that, huh? 

There are quite a feN t hinas that are kj,nd of stalled 
for the banking group to t ake care of . I mean 
there's the answer to the directors and t hat &nswer 
and some others . 

Well, we understood tne lllst time ·.ve met with them 
that Upham was going to say when l:le wanted a meeting . 

He has circulated a proposed reply, or partially 
&n'/'IIBY • 

Well, it's up to Wr. Hanes. I mean if Upham has 
asked for a meeting - he s .he asked for a meeting? 

I don ' t know, but 1 talkeo to n1m this morning 
and oe saio he was ready to go anead as fast as 
we want to go . 

Well , you want to ask l:lim? 

Ul:l-huh. 

Proposed r eply needs a lot of at tention. Not a very 
good reply . 

The way I l eft i t, John, was t net you people would go 
over it, pr edigest it, and when you came t o some kind 
of en agreement, why, we 'd t alk. 

That' s all I have. 
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Ranes: 

li . l! . Jr: 

Gost on: 

Dufl'lela : 

R. :J . Jr : 

Duffh l a : 

!lanes : 

B. :.: .Jr: 

GLs t on: 

i!unes: 

H. !J. Jr: 

T~Jylor: 

Rnt.s : 

267 

-4-

I 1 ve glanced a t those letters . I don't see anythir~ 
in there t o j ustify Giannini ' s telegram . The only 
t hing tha t I see - he ' s picked out ~lords just a t 
random which might ll. pply to him, but you didn ' t 
r efer t o hi.m a t r.ll . There ' s only one pl ace i n ther e 
I 1 ve been able to find wher e you r eferred directly 
t o tha t ~est Coast situhti on, to the Bank of America 
situ~<tion . 

What about his status as t o c oming into the press 
conference? 

I haven't seen those letters yet, but I t hink tbat 
I ' ll have t o have a talk 1\'itb him, UK! I don't t hink 
th:; t anybody t hat put s out wba t purpor ts t o be a 
confidentir.l letter b~s any right to at t end any 
pr ess conference . I ' d like t o see particularly 
whether t here is anything t her e where he ' s disclosed 
any off-the-r ecor d i nformation . 

On that point, I c oul d add tha t a s f ar as I r ecog­
nize , although I still hnve a l ittle checking to do, 
tie hasn ' t used any off-the-r ecor d r emarks . 

He has not? 

Ue has not; although I ' d want t o check it against 
the transcript in a couple pluces . 

toe l e tters ere just gossip - just gossipy letters, 
aren't vicious et ell, by any means • 

.lell, it ' s up t o you, Her bert. Do wha tever you 
think is right . 

Yes . I ' d ha te - well , I need t o see t hose letters. 

I hnven •t any t hing else . 

Wayne? 

(Nods nothing) 

Her e is your regular Monday morning materiel. 

MurphY is back. Be ' s made tne survey, you know, of 
Pope ' s chart. Give you e r eport on tbat . We have 

\ 
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daas : 

Gibb:>ns : 

Jli;.hLnt : 

Gt.s ton: 

;)ll,;ht.nt: 

ii . • t.Jr: 

Oli ,>nc.nt: 

rl . :.l .Jr : 

Gibbons : 

r::!. .! • Jr: 

Gibb.:~ns : 

H ... . J r: 

Gibbon:~ : 

li . :l. Jr: 

Gibbons : 

-5-

his October figures , you know - have Danny ' s, put 
up in charts - you know, the public chnrts . You 
wa nt t o see those this morning? 

Yef , 1 do, r ight af t er this meeting . I mean if 
you• 11 go b r.ck and get t hem, then bring them up, I ' d 
like t o see t hem, see .. hether I want to show them 
t o t he other s . 

Fine . 

Tnis is t oday ' s lle11 York Times - & copy of ~ te l egr sm 
sent t o t he t r easury Department, ? r esi dent , St cte 
~uvcr tment , on this vzechoslova~-~udeten goods, you 
Know - t~t a r e being marked . Sa~d t hey're coming 
todc.y , want a conf erence . 

Did Cai,•ns t alk t o you? 

C~irns t alked t o me . 

He ' s s eeing them e t t wo o ' c l ock . 

,'/ha t? 

He ' s seeing them at two o ' clock. 

Be •s seeing them at t~o o ' clock. 

\ 

/UDer i can - Council of 1.::1c. ricsn b ployers , Incor por:. tea . 

That • s the tla t thew \'loll .. • .. ? 

r; o t his is c. group t n:: t t he Boara of Tr ade have up 
tb~re - have an orgt.nizat ion i n the ;tool worth Builaing . 

Ht..ve t hey t el egnphed you? 

Nobody -
morni ng . 
cl ose of 

:.e haven't located the t el egr t.m yet this 
It was sent some time Saturday a ft ' r the 

business . I ' m trying to locate it now. 

Oh, I think that t he meeting bet ter t~e place in 
Gi bbons ' office. I n Gi bbons ' offi ce . 

Talk t o Cair ns - probably l e t them see me. 
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Gibbons: 

G~>ston: 

B.!I.Jr: 

G&ston: 

B. :.I . Jr: 

Gas t on: 

H.!.l . Jr : 

Gaston: 

H. lJ . Jr: 

Guston: 

H. li .Jr: 

Gaston: 

R.U.Jr: 

-6-

Let the meeting t ake place 1n your office. Let 
Cairns be there . 

Oh yes, I ' ll l et Cairns be there. 

269 

Har old Brayman sent me a copy of his letter to you 
inviting you t o be a gues t at the Press Club there 
Saturday night . Have you seen it? 

No . 

He sent me a copy . I got in t ouch with him yesterday 
and found he bad already sent you a letter inviting 
you. 

Are you - am I a member of the Press Club? 

I think you are. It doesn't matter. You ' re invi ted 
a s a member of the Cabinet t o be a guest anyway . 
That letter should be here somewhere . Thet•s a copy. 

Would you call up and •• • • 

Shall I let hi m know that you will? 

Yes . 

Fine . And .~e have another invl ta tion from Elliott 
Bell, President of t he New York Financial 1/riters 
Association. They•re going to give en imitation 
Gridir on dinner Friday in New York - Friday, 
December 16 - end t hey invite you to it. There will 
be just two official guests of the Association; t hey 
will be Bill Douglas and Martin . hnd Elliott Bell, 
the President, &s~s you to come as his guest. 

You mean be two guest s or three guests? You say only 
two . · 

' 

There are two guests of t he Association, the two men 
who are to be put on the pan, I suppose . Tbat•s 
Douglas and Martin, the Pr esi dent of the Stock 
Exchange. Then the members individually invite guests , 
jus t the same as the Gridiron Club here, and the 
President asks you to be his guest. That ' s Fr iday, 
Uecember 16, a t tbe 'IIP.ldort - no, at the Ast or. 

What do you tl11nk? 
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Gast on: 

B.a .Jr: 

Gaston: 

a . !J.Jr: 

Gaston: 

B. II .Jr: 

Gast on: 

B.U.Jr: 

Gast on: 

B. i .Jr: 

Gaston: 

B.W.Jr: 

Gaston: 

Oliphant: 

H. ii.Jr: 

Oliphant: 
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I tllink it would be nice to go. Be a dinner similar 
to the Gridiron here . 

Let me talk to you about it during the day. Will 
you hang on to it? 

Yes, I will . The letter came to Cy f rom Bell. 

Did you want to set any date on tllis, to see you, 
or should they Jus t see me? - Dr . Ford and President 
Beury - want them to t alk to me? 

Would you m.Lnd? 

Take care of it myself. 

Please. 

What else? 

~nd this dedication for the new building on Friday. 
I thought tha t we might get Peoples to act as chairman 
of the day, int roduce you. 

Would you? 

Be a good idea t o have Ball speak also. 

Sure . 

I thought we might have Peoples, then you, and then 
liall Just talk a few m.inutes after you, if that's 
all right; invite people t o inspect the building. 

All right. 

Tbat•s all I have. 

David Stern called on me Saturday . The thing be saw 
me about was the Fox tax case. 

IVnat•s he want ? 
lie said tl:lat Fox is a f r iend of his, a fine man. 
Wanted us to witl:ldraw our obJections to the proposal 
for settling our claim at $SOO, ODD in the bankruptcy 
proceedings and waiving prosecution. Our tax claim 
against him is now a t tbe point of collection in the 
bankruptcy proceedings. 
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\Vhat • s David Stern's business in it? 

None . Said he wAs Just a life-long friend of his. 

Well , the part tllat interest ed me was, llere t he 
Treasury r ecommended pr osecut i on and Justice turns 
it down . I mean that's why - that ' s why - thet•s 
what surprised me. 

Well, that happens, of course, in some c ases . 

'ilho is Fox• s lawyer? 

I'd have to look t hat up. 

Well no~, where does it go f r om her e, having turned 
doNn prosecution? 

Wel l, we'll just go ahead with the collection of the 
t ax on the civil side . 

I see . 
I mean 

Do you think this was a flagrant case? 

No, I don•t. 

I mean on the cri~insl side. 

No, I don•t. 

What? 

No, I don't. 

It isn 't something to take up with the President? 

No . And tlla t man wasn ' t involved anyway. He wasn't 
involved . 

All right. 

I ' d l ike to s ee you a moment before I see those 
people at 10 o ' clock. 

No1v, wer e you (Gaston) t hrough? 

I ' m through, yes . 
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~ec, what ' s the status now of this investigation 
over a t Procurement? 

I ' ve got Irey and a couple of his men in this 
morning for a report of the present s tatus. They've 
checked all the fil es, all their incoming cases a nd 
out- . These people are supposed to be f t,wored. The 
agents are coming i n - t hey 're going in t his morning 
o r during the dey , "henever we can get a round to it ' 
going ~mead with cnec~S.ing Procurement r ecor ds of th~se 
boys and deliveri es . It so bFppens that in the case 
of all the purchases made ot this particular textile 
concern inspection i s made a t the factory bef ore 
shipment. 

By whom? 

By Army inspector s who are de t ailed to work for WPJ.. . 

1 see. 

~nd the complaint has been one on color at these 
various places r a ther than any other point . 

Wha t use do t hey put them t o? Ho'll' much does the 
color mean? 

Most of them have been used. There is one case 
only of a considerable consignment where t hey said 
the color was so much off they couldn' t use it. 
That's being hel d and Procurement has instructions 
to return it to the oanu.facturer . Be said that 1 s 
the only compl aint... The complaint that' s come 
to Pr ocurement from the sewing r ooms where this s tuff 
has been used bas been just a sort of desultory 
complaint about col or af t er they 've used the material . 
In thi s one case \Yher e they complained, the materie l 
had been delivered and because of the colors they 
couldn't use it, and the instructors would have sent 
i t back t o the f actory, which they ' d have done in 
any ca se had they complained before they used it. 

• 

We ' re getting o complete r ecord of every act ion, of 
every item i n connection with the handling of t hat 
s tuff. But thls happens- there ' s plenty of trouble 
about delivery of contract - of material on Pr ocuremert 
contract to various Government departments who don ' t 
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adequately inspect tbair mat erisl and t hen complain 
lat&r tha t it was under - it was below standard, 
sub-standard . But in this particular case it so 
happens that t hey have these Army inspectors. 

But, lla c, ••• 

They are on the job in the plant and make an 
inspection and pass on it in every case before 
they send it. 

&ut l meo.n why did they divide r esponsibility? 
If we buy, why don't we also inspect ourselves? 
Why divide the responsibility? It seems such a 
peculiar procedure . 

Well, these fellows were det ailed. The responsi­
bility is Pr ocurement ' s, although they were Ar my 
inspector s . 

But to whom are they r esponsi ble? 

As I understand it, so f ar , they ' re responsible to 
Procurement. 

Seems like a funny procedure . 

(On White Bouse pbone) Bello . - Yes . Bello . -
Hello . Good mornlng . - Yes . - lbis is the 
White Bouse phone . 1/ell, you call me. 

Wallace calls me, then he hangs off. 

(On White Bouse phone) Oh . All right. 

(On regular phone) Hello . - ••111 1t be - is t ha t 
what he said? Well , yes . - Yes . Well , you 
shouldn' t; you should object . Congr a tulations . 
Yes . l:es . - Any t ime, if you g ive me 24 hours • 
notice. - It ' s all right with me . - If you could 
make it between 10:30 ~nd 11: 30 that would be the 
best time for me. I merua between t hose hours . But 
4 could make it earlier if necessary . - Wait a 
minute, I got - yes, any time between 10: )0 arn 
11 : 30 would suit me, or • • - Well , I can do it 
from t hree o •clock on in t he afternoon. - I ' d make 
the offer t o meet there and see what he says. 
Hello? I mean if I was doing it, I'd say I'd come 
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over t o his offic e . You can skip my office a s 
f ar as I 1m concerned, but 1 mean I 'll be glad t o 
go to hi s or yours . - Yes . - Of course, Henry, 
t alking perf ectly frankly, I'm delighted t o s 1t in 
on this t hing; I don 't know bow much help I ' ll be· 
but when 1t gets all t hrough and done - I mean th~ 
? r esident ought to give it a couple afternoons. 
I mean it ' s a ll right t o si t - it's all r ight t o 
say tt1at he t ol d you aml me t o do it f ifty times, but 
this ls so big and i t hits so many places . I mean 
supposing we do g et something ; t hEn will he give us 
a couple afternoons, evenings , t o sit down? -

. Nell , I 1 m willing , but ... It ~ot.ld be a unique 
experience . ..ell , I •m ot your service any t ime 
f OU want me . I ' m at your service any time you want 
me . - All right . Thank you . (Bangs up} 

That ' s a pr oposed meeting on wheat, agr icultural 
.,roducts - Wal l ace, Hull and myself. 

Confidentially, the President sai d that he told 
Wall ace " nd me f'ifty times t o go &bead &nd do it, 
and we get ulong all right, but that Ur . Bull 
alwnys blocks t his . Now, I don•t know but - I 
wouldn 1 t say it to 'llallace - he 1 s cal ling in the 
wrong people . I mean be ought to call in some 
of the people mentioned in here bnd get a progrnc. 

!lid you see Argent ine ' s r eac tion t o the pr oposal 
t o sell •• • •• 

hayne, I think inasmuch a s Henry ' s going to do this 
t omorrow, you might wuit on tha t t hing I spoke t o 
you about this morning . 

(Nods yes ) 

I n.ean just .:ait 24 hours . 

•• here were we? 

l•ell , I was t alkin6 about tha t - I ' m having those 

people in . 

All right. 

• I 

I t hink the biggest t hing we can do first is strai ghten 
out that inspection business . I t ' s - there ' s no t 
adeQua t e inspection. 
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Nel l , ~ac , I 1ve been around here long enough­
whether it's business or anythi ng else, if I buy 
I ought to be responsible for the buying and the 
inspection and delivery of the goods. And say 
it's the r esponsibility of Procurement; by bringing 
in Army inspectors - and who are t hey detailed t o , 
are t hey detailed to me? I 'm - Secretary of War 
has never deta iled any Ar~ inspectors t o me. 

They're not administr~:tively responsible to you. 

It sounds nuts t o me. 

~he whole inspection program is not good. 

I mean it doesn't sound right; either I'm r esponsible 
f or the buying or not. I don ' t see bow 1 can be 
r esponsible if another depar tment i nspects for a 
thi r d department . 

You•re no t r esponsible f or the buying as the set-up 
is , and you ei ther ought to be or ought not to be . \ 

Let•s get it t hat way. 

Yes, sir, we 're on our way to getting i t. 

And make i t up on the list f airly • • • 

Let ' s see, Oliphant wa.n ts to see me, 'llhi te want s to 
see me; I want to see Gaston. 

Regraded Uclassified



( 
~-:·Jr : 

:>, ~r,.tor : 

u:•Jr : 
" r rbert 
?cis : 

u: Jr: 

r : 

·r . • ,.. • . -. 
~ : 

·r :.,..: 

!" : 

J' .!r : 

( "' : 

~ Jr : 

-, . 

F' : 

-.z:.J r : 

F: 

!": 

'{;:Jr: 

Hello . 

Dr. Feis . O::o n..~end . 

"'ello. 

Good morning . 

Hello, !'erbert? 

Yes , eir . 

• •• 

!'?ve::ll>Pr l'\ ; · 19~9. 
10: 09 ll. l!l . · 

Whrt ' > :;our ror,.:• t::>day? 
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I ~a~tc~ to tell you tbPt re had tro ceet~neP on 
thl't stu!" :/'>1.! sr,·e c-e . 

T':u~ t• e rig,'1t. 

Yt>£ . 

And t~e SccrPt llry 111 craw irs up nol" , a wr1 tte'l 
, r erent a tlon of proo 8nd cons. 

Ye• . 

~ict ! £at~or be 
to t~e ?resident. 
po i nt. , :!cnr:•. 

r::PY be ,..lrnn1ng to g ive direct 
I J 1.!Ft don ' t kn?r on tbPt 

~ell , ~~end? you th i nk !'11 g~t ~" ens~r? 

I know be wae r iming to try 'lnd get tb~t thing 
d:me to ;;~e P t y:>ur •·leh, 'out wh!!ther he'll eucce<'d 
or not ! don ' t t.hin!t l:.e kn?ws . 

I s e e: . 

ne ' s being pushed by thn t - and be ' s doing th11t 
h i mself . 

I see . 

~e ' e d?1ng the pros and c:>nt h1CPelf. 

I eee . 
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I needn ' t tell y :>u, ~~?b~bly, -~ ~hin% ' ~£ 1 t a l l 
:~ v or he at 1ll : h 1n1:e :H rodv•nv res e)': c c<d "dvant l'!' t'S . 

"'ell , he Gets <' :>l"r. t o (\'II'Ot1onl n£ t he ?re eld~'nt ' • 
· ··~ rd. , thP t ' s r l 1 . I - ! :::t~ ' t d? ~n,:•tll1ng n:? r e t~Pn 

"fe l l ! t hin!c th~t ' c •·•h,y ..,, , ~ pu t t i ns it 1n th1G 
f:>rm. 

:; ECe . 

!) • .lt ! th:.,~:i"t : •a 1_.~ - - tl:~'J._j:t ;ro~ · ~ :-:e:-t :. r~ t ? 
lnt !'':)',.J '·: !"!.?f' . 

:;).,.. t.hc _a t. tcr ~-, ~ bc1:'lc. :.r::-:' l edJ f'_'"lC : : : s""t:.: , 
v h 1!e : :~r.:>r h«' ""f' t t.ry !.n:· t~ -:.(\e- t. y?u.,.. t"'1 rb I 
J u~t d:>n ' t .:n?l" .. !'.!'t r hc ' l' E•:. t.i:? ' e tuf f 
'-Jt:P t.ht:!' .!.n t l me . 

~id he e e~ y ou ~' CPll ~c! 

! ' ~- E::>ir.c: C.J•rn l n \.."'~'rlty t.11m.1 t. e e. ~n P"".::>t!:. r 
~ub~ ec t ·~~ bPf ?re ::. : t.prto , : ' • eE.~' - ehP 1.1 I 
>""" ~t t.h • ' \''E:; ~·· ~ :·1:t ' " ~):;~r·c~$<t.e 1f :·~u ' ~. 
~:;:n·-.._ e~~ ;.; :\!."'\Ch t!. .. ,:: f.j•• ~re ::l"l t : Er ,-·!' :. t'J!.nc 
t"l -e ~Pr.6 1 :. 

:..11 !'1 :~:. . 

'!'hPnk .:: :1u . 

'rht>n't :t :J u . 

';'h" :U: :t ')'!;. • 

~1£h~. ~1r. Ooodby• . 

\ 
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Bello. 

llr. Ollplwlt. oall.1JI&. 

not 

Ill'. 0 :L1pbaD t. . 

All r18)lt. . 

Oo ahead. 

S.llo . 

Yea . 

Jfoy..tJer :L4, Ul38. 
11:17 • ••. 

We 1Ye reaohed a po1Dt. 1D th1a 41aouu1on w1t.ll 
General ArDold, where 1t. 1 a dea1rable t.o set. t.wo 
t.eohn1o1ana, tlal't.her down, under h11l. Ia that. 
all r1pt. w1th .J'OU! 

J'l'oa the ArW~! 

Yee . 

ArW~ peoplet 

adde ( !11871 re 1.:nt:1 people 70u 1 re t.alk'ns about., 
the .. t.wo MD J'OU t.b.J.Alt we OI!Pt. t.o worlt w1th?) 
Y... Be aa.r• - General Al'Dold aa.r•. 
Be wuohee tor t.llaa, 1 t. 1 • all right. . 

O.K. 

But. he 1e &Ot. t.o YOuoh f or thea. 

Jfe YOUohee tor t.llea. 

0.1:. 

I'll t.eU h1a. 
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!.I£ET!NG OF FISCAL t.ND !AO!IETARY t.DV!SORY 
FOt.RD {yr evious ceetings or same group 
enti t led "RE FISCAL ASPECTS OF NATIJNJ\L 
Re~UURC~S POLICl~ 

November 14, 19)8. 
10:15 a .m. 

Pr esent: 

ll .:.! . Jt' : 

lluml: 

H .~ . Jr: 

Haas : 

B.M. Jr : 

Hnas : 

B. li . Jr: 

Haas : 

Mr. Frederic Delano 
Mr. Eccles 
i.!r. Bell 
Mr. Hanes 
Llr. Ruml 
!lr. Currie 
!.lr. Hess 
!llr. Taylor 
l.lr . McReynolds 
J.!r . Wlu t e 

Mr. Ruml bas handed me an agenda . Let ' s see wha t• s 
on it. Don't see any bnm and eggs on it, anyway. 

"1. Re l a tion of nationul income to balanced budget." 

llbo will spealt t o t nut subJect? 

I might explain, Mr . Secret ary, the f irst s even items 
listed tner e are the seven tba t were on our previous• 
agenda and i n a sense t hese are Just reports of pro­
gress; on a couple of i t ems I knofl the t ther e will be 
no r eport of" progress, but I thought even that kind 
of" a re~ort is better t hon none . Yr. Roes has the 
first i tem on the chart . 

All right, Geor 0e . 

' 

On t bat item number one, as I mentioned the last time, 
it' s a tremendous Job, and we •r e ;vell into i t. 'o',e •re 
so~ewhat handicapped a t the moment because we•ve got 
the regular budget Job on top of it a t the same time. 
But t het • s a ver y ler~thy computation. 

Wnen do you t hink you• d have somethi ng? 

Oh, I ba te to commit myself, b ecause I don't tbink 
I will - ob, in the ver y immediate future , becbuse 
it' s equiva lent to about twenty budget calculations . 

I thought y~u'd do Jus t one, the pr esent one. 

Wel l , the number one item involves that much >York . 
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I tbougbt we 1d just t ake tbe present budget . 

Well, the number one, Yr . Secretary , involves tbis . 
At different levels of national income, a t different 
price l evels , wbat would be the r evenue r eceipts of 
tbe present t ax structure? And tbat involves a 
tremendous calculation, wllen you assume tnose various 
combinati .. ms; involves somewha t over t wenty complete 
calculations e~uivalent to the budget calculation. 
Unless we can find some short-cut ~ethod , be some time 
in January bef ore i t •s physically possible. 

~r . Secret ary, I suggest we only t ake one price level . 

•lell, we •ve got that done . 

1/ell, tha t ' s the informntion we need, because v:e -
wha t we want to do is ma ke a l ogical case and not s 
~recise ma t hematical one . 

I s tha t a short-cut, George? 

Oh, one we coula do v ery quicKly; i n f act, we nave it 
practically done . 

Why not l et' s t ake a l ook bt it in D reasonabl e time? 

I 'll give you one next week. 

I think it ' s ;rorth discussing WIUlt price l evel shoul d 
we take . 

That• s right. On t ne one Ke 1ve got computed nol't , ~e 
a ssume the pr ice level would increase gradually from 
i ts present level, ar ound 8J, to, over ~ 10- year 
perioci , ~p t o 100 . Tha t ' s a very a r bitrary assump­
t ion, and that's nlreody computed . But that i nvolves 
wha t you ' d call ,>r actict<lly no inflation a t all; it ' s 
a very gradual rise in tho pri ces . 

Well, Mr . Ruml, why don ' t we - if Baas bas one and he 
says the other thi ng i s going t o take until January, 
let's taKe a l ook a t leas t a t what he ' s got; end then 
I t ake 1t tbat ttu. t will be available to the people 
duri.ng the week to t ake a look a t for discussion, huh? 
Why not , i f he's got one and tbe other will take until 
January l et ' s t ake a look e t tbe one, End aeybody t ha t 
want s t~ co:ue in and discuss it witb you, it ' s avail-
ctle; how's t bat? 
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f' ine. 

Huh? Shall we go on then, leave that t here? 

I would think so . 

What? 

I would thi nk so. 

Eccles , want t o s ay anything? 

Yes, tha t ' s ell right with me . 

11hat? 

All right wi th me . 

That al l right? Baas, as I 
and if anybody \\'ill drop in 
thi~ week t o show i t. Huh? 

That ' s r i ght. 

All rigtlt. 

take it, has done one, 
to s ee it, he ' s ava ilable 

" 2 . Rela t ion of national income to price l evel ." 

\ 

Well , I think I ougbt t o leave here the chart t hat I 
flasued on you last time, whica you didn ' t see, which 
is t he preliminary chart made by the Resources Comaittee 
sno~ing , a t differ ent levels of unemployment, different 
levels of nation~l i ncome, and at different price 
levels . Now, t he only problem left here is to es t ab­
l i sh the margin of error i n these estimates. I am 
reasonablY confident that the margin of error is not 
suffi ciently great t o aff ect t he logi c of the case, 
but we want to explore tha t a little more. And now 
what I'd like to do i s to leave this with- with the 
secretary (reporter) perhaps, so it' s available to 
t he members of the committee . 

'//ell , is that - does thut t ake care of t wo? 

Tnc t t akes car e of two for the time being. We ' re 
s t udying questions of amount of probable error, but 
it' s our opinion that en err or of five percent will 
not affect tne l ogic . Wouldn't you agree to that, 
Currie? 
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Yes . 

Sorry - will you repeat that please? 

I said simply that an ert•or as large a s five percent 
would not affect t he logic of the case. 

Well then , cen we go on to three? 

On number three, the Resources Committee, due t o • • • • 

Do you mind if I r ead the titl e - •Bot tlenecks at 
Different Levels of National Income .• 

That topic was originally a ssigned to the Resources 
Committee, and with the pressure of the reports tha t 
11e 1 r e trying t og et out before the end of January 
it nas been impossible for us t o &ssign personnel 
there; and Ur . Eccles has very ~indly agreed t o t ake 
tha t over in the Federal Reserve Board. 

Well, is llr. Eccles ready to report today, or does 
he need time? 

Well , I t hink that is an integral part of the question 
of method and t iming, t oo - the part t ha t wa s already 
assigned. I think it ' s part of the whole problem. 
And I don't know whether we're expected t o r epor t on 
the question of me t hod Lnd timing, ~d if so I th ink 
t hat could be brought i n in connection with it. Don' t 
you think so, Currie? 

Yes. 

Vlell , t ha t ' s number seven on the program her e . Do 
you want to wait until we get to seven? 

Yes, I think it should come i n i n connection with 
that. 

I may say , in connection with that, we' r e doing some 
work on that in specific cases . We have estimated , 
f or instance, what the r ailroad requirements f or 
equipment would be with comparatively full employ­
ment which indi cates a r a ther serious possibility 
of a ' bottleneck there . About 600,000 freight cars 
fewer than in 1929. 
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But - t otal , you mean - but Mr. Eccles wants t o let 
that go until down to seven, is that it? 

Yes . I don't think ther e• s very much we can say on 
i t except in a v ery general way, and that is t o - it 
requires some studying and some v ery close wa tching . 
For instance, in t be spring of ' 37 we reached some 
bottlenecks in certain fields and it was responsible 
for s ame of the r apid price advances, and p&rticularly 
wvs that true in the construction field. !:ven with a 
very large number of unemployed people a nd a budgetar y 
deficit, you ca n run into these bottlenecks and get 
price increa ses and upset your whole program. It ' s 
a ~uestion in the constructi~n field of seeing tha t 
enough ~e~ are trained f as t enough to take over the 
work. It s a ~uestion of a voiding excessive inven­
t ory b~ing again, because those activities can create 
the price rises whi ch stop pr oduction and stop e~ploy­
cent and upset an order l y r ecovery even ·.•hile you have 
a lot of unemployed ~eople . 

That' s just ~: gener al sta tement of the subject, and \ 
a s ~urrie mentions in th~ case of the r ai lroad field , 
you could avoid bottlenecks ther e if before the r eil­
roeds actually need all th~t equipment - if they would 
buy now i n Lnticipation of a later need, while the 
equipment companies have manpower and capacity; in 
other .vor ds, buy their equipment over a per.J.od of 
two or three years instead of waiting until they 
begin to be pressed for it and then try t o buy in 
one year Nhat they should be purcoasing over a y£riod 
of several years. ~here ' s a ca se where priva te 
activity could contrib~te t o recovery and a t the same 
time NOuld tend to avoid tne excess tbet «ould develop 
in a certain part of the heavy goods field if they 
delay to a later date . 

I t' s a c,uestion of wha t can we do to stimulat e what we 
.<now will likely develop int o a bottleneck? The sug­
ges t ion has been made thvt a very easy credit arrange­
ment through the R. F. C. be made at lo1v int erest r ate, 
thl't to be fimmced by the R. F .c. going directly t o 
the market inst ead of coming to the Treasury. Tha t 
wos one of the t nings I think you ment i oned before: 
the importance of getting tbe f inancing outside of 
the Tre&sury, so th~.<t i t doesn't show up in the budget. 
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Now 1 there 1 s li cus e; there is an important one. 
And I thinA thr.t we •r e continuing the studies ln 
eLch of the fields of ~reduction with the idea of 
antici pE< ting A'her e bot tlenecks ar e likely to 
develop . As certain activities are appro~ ching 
c~p~city, or as they begin to - vs it begins to 
appear that tnere ar e going t o be shortages of 
capacity or shortages of skilled l abor, we shouldn ' t 
wa it until tney ha,>,>en, .ve should "nticioet e them; 
end see what, lf anything, this committee could do 
by way of a public str. tetilent or by way of getting in 
t :>uch ;,i th ~:bose people wno e r e i nter ested, such E.S 

l E.bor people . It• s jus t a -.uesti.m of .morting ... hot 
tne problem i s end ,,iu. t - or •. n t icip<> ting tile 
pr oblem. hnd I t hink only i n thLt aanner is it 
possi ble t o ~ void some of these bottl enecks . 

Ur . Secre t &ry, 

Go ahead . 

... a ltaough it is true ti:u. t the timing " " d bottleneck 
pr oblem are very closely r e l a t ed , I nope very much 
tn"t we can r e t t. in number t hree .Jn t he list so that 
we 1 ll have it in our minds ; beca use, as I pointed 
out last week, one, t11o, r. nd three ar e very closely 
associated togetner. The bLl~ncing of toe budget 
on & nation<l iocooe that is less t nan toe potential 
income is alweys conditioned upon being able t o 
eliminate t he bottlenecks thot will make l:be poten­
tial income possible lf eliminated . So I t n1DA it 
is t,ui te i mportr..nt t o bt v .. toese thlnes concretely 
befor e us ~ s p~rt of tr.~ lobic&l structure; ~s an 
included study, but n~vertheless se~~rately noted 
as beins logically very im~or tsnt . 

hll rignt, Marr i ner ? 

It ' s ,n right . 

"4 · Effects of VLrious Budget Iterns on Natiollll l 
Income." 

Following mY talk with you, l.!r. Secretary, in which 
you suggested 1 t r1ould be desirable to make somewha t 
mor e concrete t he abstract di s cussion that we had 
lust ~eek , I called Mr . Baas and Ur . Currie and 
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asked them t o muke quite independently nnd without 
consult at i on some classifications of the budget 
items, not trying to come to any quantitative 
det erminati on yet, but to see whether independent 
people looking a t it would come t o ubout the same 
4ualitative analysis . And my suggestion was thc t 
t hese items be throrm int o five general classes, 

205 

in different degrees of effect on national income 
and purchasing power. In addition I asked one of 
the men i n the Federal .Reserve Bank of !lew York, 
in the nesearco De~artment, t o sim~ly t ake up that 
pr oblem wnd see woat he could do with it . hnd so we 
snall have three i ndependen t estimates, not of the 
quantities, you see, but to see whether three dif­
ferent oi.nds coming. t. t it woulo cooe to much the 
same or different results .. 

1Yell , now - r haven't compared them a t all - I have 
the one her e thLt I can give to ~. Bell from the 
New York Bank . Now, I olso usked these people in 
the Bank to i ndicate all the difficulties t hey f ound \ 
l n t r ying to do it, becLuse l thought tha t mi ght be 
interest i ng too; and it i s ~uite inter esting. Shall 
I give one to Mr . Bell and one t o the secret ary 
( r e,Jorter ) ? 

Yes . to'lle t ~re NC go inc t o do with it? 

I thought, Mr . Secr;,t~o~r., 11e •d do t his . If Mr . Bell, 
or so::~eone in his office, could t eke these three 
se~erate r eports and oompfre them and see the points 
a t \\oich there is agreement Lnd t he po!.nts at v.bich 
there is difference, it would be very i ll\l.'!liru: ting. 

Could you do that , Dan? 

Yes , I guess so . 

Teke a look at it here in til& Treasury by Wednesday? 

'I/ ell, are the other two r eDdy? 

I didn ' t get that .•. As i t wa s left at the c eeti ng 
last time I was t o - the Treasury was to work out 
numbers wbicn ~ould fit the actual situation to the 
t heoretical chart Nhich ~r . Ruml had. We're wor king 
on that. I didn ' t get t his - understand this thing 
clearly froc ~. Rum! . ae talked to oe over the phone . 
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that, but we •re Just getting 
mean on putting any quantitative 

•,;ell, there 1 s no use - I • ve been w1 th the President 
so long - tnere 1 s no use going to the President t alk­
ing A, B, C, X, Y, z. He ' d soy, "Give me five 
examples on tb.e r evenue side £rui five examples on 
the expenditure s i de . " There ' s no use going to him 
until we ' ve got some ex"mples . Thereisn' t - I mean 
I 1 m not until I ' ve got sanething he can put his 
teeth in - I mean he ' s sim)Jly going to say, "And 
so what? " 

But if I can say, "Well, this is the kind of thing 
that genera tes weeltn and tais is t he sort of thing 
that contracts ~ealth," then give him some examples •• • • 

Wel l , you ctn do that . But to give 

Well, ths t ' s what I 1 m waiting for. 

Well, I had that in the last • •. • • 

J. mean I wouldn 1 t go to the President and talk this 
thing until I h.od a chance to be convinced; then, if 
.1. ;-:as convinced - t hen I can say, "Viell, :Jr. 
President, tnis looks good ." But I 1m not going t o 
him wi th a lot of alGebraic symbols. 

Well, that part of it, Wr. Secretary, was done - I 
had done the last time; ! made toto cl assii'ications . 

Well can w~:~ see that, plus t his, and sit down and 
look' <. tit, because it seems to me that I ' d almost 
put thht uhead of anything else . Geor ge? 

Yes, t hat ' s right . 

Well, when? 

Oh, I •ve got it done now. Got it done last time. 

Haven' t got it in this group . 

This group b.as copies. 
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'Nell , I mean no one sort of put my nose ln it, which 
is necessary t hese days . 

It ' s n crude classification, but it brings out that 
idea . 

Let 1 s >JUt it this wa y. I 'lant to keep this t hing 
moving. .'tho c an get this t og ether for me e nd s ay 
"Now, here , :.lorgenthc u , her e 1t i s; t a:<e e look at 
it . " Tha t ' s wha t I wa nt. 

I cc n get it, or Dli nny. 

I f I • ~ going t o comp~re i t, I t h i nk I ought to ha ve 
1t copy . ~d noN about the Federal Reserve Boa r d ' s 
ls th£. t ready? ' 

••e •ve mad e a li s t of to l l the items of expenditure s 
a na r eceipts , cla ssified b) v:ha t " e think are t he 
most - exoenciitures most stimula ting a nd receipts 
most depressing . 

Yo u haven 't what George r efers to - you hPven 1 t t his 
tha t Ge or g e r efe rs t o • 

Yes, it ' s the s ame thing . 

It ' s the s ame t hing . I sar: t ha t lis t l ast night . 
Tbe reason I r.sk ed f or t he three independent ones: 
this is s uch f c r uci a l ;oint in the v:nol e di s cussion , 
1 :•a nted t o see lf t her e were gross d ispE ritie s we 
nad to argue out . I tninK your lis t is perfectly 
good, and if you'l l give t his to Ur . Bell he c a n 
c ompare it ·::i th tne ones • • •. 

I wonder whe the r you •ve (B ell) got time t o do this . 

1 •11 s e e Nna t the problem is , see how much time I 've 
got . Of course, we're getting in a terrible 
bo ttleneck so far as the budget document is con­
cerned; forty-five days to put out a ten hundred 
page book. 

I wa nt somebody t o t &ke tl!is a nd ruminate on it, t hen 
bring it in and say, •dare it is . " No·11 , it ha sn't 
been brought tbat way to me yet . You' ve .vorked with 
me l ong enough to .<no .v tna t • s tne way I · .. ork. Currie's 
go t something, George bas got something, Ru:Dl bt. s got 
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sometbing; let •s get i t together, present it t o t bls 
group . 

I ' d be very glad to take a k t it 
bring it togethe.r, if your crac a , Kr . Secretazoy, people have got it now. 

Would you (Bell) have belt an hour right after tbis 
meeting? 

Yes. 

How would that be? 

Fine. 

How would that be? 

Fine. 

Hull? 

All right wi til me. 

Supposing r i ght after this meeting you go right up t o 
Dan Bell's office, wllile these fel l ows ar e here. 
Would t hat be all right? 

All right. 

What's the purpose of tbis? Is it to take to the 
Pr esident? 

The purpose of tbis is, first , I'd like to be convinced 
myself as t o bow practi cal a suggestion t ills is, see? 
~e •re working i n symbols; now, l ' d like to work in 
facts. Then, if I'm convinced, I'd like t o have - I 1 d 
like t o show it to the President. 

Yes. 

I mean not only lllfSelf, but you and KL. Delano; we 
all must be convinced . I mean before I t ook it I'd 
like to have a cllance t o have al l l ook at it, see? 
In otber words, wllat I want t o do, Xarriner, is to go 
!rom the symbol stage to t he t ac tual stage. 

Well, symbols - nypothetical cases don' t mea~ 
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anything if you hnven't got any practical cases 
that fit the hypothetical . 

That' s the stage I'd like to move into; and before 
I take anything, I certainly IY&nt everybody here 
to have plenty of chance and say, •Well, we ' re 
together• or "l'o'e're not together . • Does that 
answer your question? 

Yes, t hat answers it . 

Bub? 

Yes, that answers it. I 1 m sa tisfied myself that 
that - I know enough, I think, pr actical cases 
where I 1m convinced of the theory of it. But I 
see no reason why we can't actually put them down 
and have everybody satisfied as to them, and then 
t ake them to the President, because I know, as you 
do, that he won't talk in symbols . 

Well, you and I - the theory intrigues me; now, I'd 
like to get beyond the theory stage a nd see what it 
l ooks like. 

Are we together on that, Jobn? 

Yes, sir . 

llr. Delano? 

Absolutely. 

All r igllt . 

Now, where were we?.' 

Number five. \'le finished four. 

Items outside the budget. 

That, Mr. Secretary, is extremely difficult, and 
it probably cannot be handled by any agency except 
the Budget . With the amount of investigation, con­
fidential informa tion tha t is necessary to secure 
there I would suggest postponing any further con­
sider~tion of that until after we either have some 

' 
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status or the Budget is ready to take 1t up. 

Dan? 

See, r.e •d have t o go to toe R. F.c . F.B. A. h&ve 
to go t o Commodity Credit; and the 1Resourc~s 
Commi ttee simply ca.n.not do that . 

What? 

290 

Well, tha t is quit e a problem. I suppose it should 
be postponed f or the time being . 

Nell , ~<'e 've got ~> case in point now, and that's the 
~uestion of the marketing of the Straus bonds and 
we 1 r e r ight up ag"inst tne Pr esi dent ' s memors:Wum 
on more t ax-exempts, and - I mean t he t 1 s as big an 
item as i s before the house, isn't it? 

Yes . 

What? 

Yes. 

And we •re s imply sitting tight on the President ' s 
t ax- exempt memor a ndum, ~d Straus tells us we have 
no authority to stop him, except tbe President. 
But v:e haven • t got a.nywbere , I mean, but I do think 
tha t this group might some pl~ce or other generate 
some i deas , some ne1v ones, llS to the sor t of things 
which could be done . 

r t •s so important t o find out what the ef fect of 
the present operations i s before we go t oo far into 
the new ones . 

You want t o postpone it. 

I want t o postpone it until ~e 
set-up so we can real ly go and 
We hs ven't got that . Wouldn't 

have the t ype of 
get the information. 
you (Bell) agree? 

No , I d on 't think we have it clrssifieJ . I wouldn't 
say we coul<in • t get i t. I t hink the Budget could 
get .lt, but it would t ake us a l i ttl e t ime. 
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Well, I still think thet somebody ' s got to have 
originality on th.is thing end create the ldnd of 
projects which could be done, end I - I t hought you 
wer e going to do that , ~urrie . 
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Yes , Mr. Ruml, I think, asked us; that was originally 
E.Ss i gned t o National Resources , wasn ' t it? So I have 
a man ... ho is working on that now, on that specific 
problem; I haven't got a r eport from it yet. 

I don• t agree entirel y with Ruml - the postponement . 
I t hink t hat thing ought to go along a t t he same 
time. 

It s eems 'to me this i s all part of the r.hole pic­
t ure . I don ' t know -you're t alk.ing a bout putting 
a - get ting the budget in there for 1940 , and tlllit 
involves the entire - the entire subject, the whole 
question here; end it seems to me that when that 
budget goes in, if it ' s going t o be - if it's going 
to b e suppor ted on a basis of this t heor y of its 
being compensatory, that ther e i sn't any part of 
this subject tha t we can overlook . 

I agree with you, a nd that ' s why I say that these 
so-called - what I - toll highwa:rs and toll bridges 
financed by local authorities, that sort of thing -
I t hink that that t hing ought to be - I mean it 
ought to be explor ed t o t he lim.it . 

Some progress has already been made in tha t direction • 

Because if you knew - I mean you get sent for Saturday 
af t ernoon, we work Sunday night here - spent two 
hours Saturday at the White House - I mean these 
things all come to a bend about the l as t - usually 
we close the books by Christmas . That ' s what we' ve 
done here - usually about Christmas - so we haven't 
got a hell of a lot of time . bo I wouldn't - I 
wouldn • t l et anyt hi ng sl.Lde; I wouldn ' t postpone 
anything . 

Well I - there's nothing inconsistent with t hat and 
the thing I had in mind; I didn't use my words very 
well I th.ink that as f ar as Currie and the other 
peopie are working on it, they can get somewhere; but 
I ' m just tryi.ng t o in<ilcate it's going to be 
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terribly difficult to do a r ound- up job on all 
those agencies . 

~ut it isn' t fair to ask Bell to take tha t f i eld; 
ne•s got t oo much to do . Somebody else will have 
t o do it. I mean you (Bell) just haven't got the 
time to do tha t . 

I ' ll be gl ad t o give a l itt le time t o it. I don•t 
know how much I c an do . 

You can nelp t hem get the information, Dan. 

;_sz 

" e ' r e going t o change a lot of budget tables and a 
lot of buaget indexes tha t ha ve to do or deal with 
these c r edit agencies . We haven't got a month and 
& half . Tnis material nas got t o begin t o flow to 
t be printer about t he 25th of tlovember. And when 
we once t hrow it into the pages , it's very di fficult 
t o change it . By the middle of December we 'll have 
our book pt· etty well complettJd so f ar a s the t ::bles 
ar e concerned . In other wor ds . •••. 

t.xcu:;e me . olhe t I'm doing is, I ' m doing everything 
I cun t o explai n to you gentlemen how i t ·:orks, so 
th&t you t~ on ' t say on t he first of December, " Why 
di dn't you t ell us 1t l'.llS too l £te?" See? Because 
I we.nt t o give this tning a fair chance and I don't 
want t o say - have you s ay, •Well , you should have 
t old us on the 14th of November we only tu>d t,yo 
Neeks .• 

11 6 . Flexibility in budge t items ." 

rlell , on the expenditure side the Resources Committee, 
with Colonel Wai t , has been studyi ng very carefully 
various types of alternative public works that would 
l end themselves to flexib1li ty 1f we were trying t o 
get flexibility , ~nich we never r eally have tried t o 
do in a serious way . 

On the income s ide, I don ' t know wha t ' s being done. 
I think tha t Ur . Haa s has tha t . 

~I a have put some thought on it. There was D brief 
discussion of that in the repor t which you also -
I mean it's in t ha t batch which you also haven't 
seen, probably . On the r eceip t side it ' s very 
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difficult - the question of getting legislation that 
would gi ve the President power to reduce taxes and 
so on see.ms to me to be r ather remote. 

Then you' ve got the other difficulties, selecting -
I mean certain taxes, which are the ability-to-pay 
t axes , have considerable lag; other taxes are l evied 
and the tax liability incurred at the time collection 
is made. All those are probl ems; we•re doing some 
more work on them. But I want to indicate that 
we're not very hopeful on tha t engle. The flexibility, 
it seems to me, wil l have t o largely come from the 
expenditure side . Of course, you get an over-all 
flexibility by the f ac t that you can borrow rather 
than have t&X receipts come in, on the receipt side. 

You mean you can borrow if you ' ve got the authority 
to expand. 

Takes flexibility. 

Got to have flexibility on the expenditure side. 

And on the r eceipt side . You 1 ve got part of your 
receipts com.ing in a s loans. 

I know, but I was speaking of the effect on the 
national activity. 

Probably get more effect from t ea t source rather than 
from a tax source. Depends on wbere you borrow from. 

Mr. Haas, one point that I ' d like to be very clear 
about because it seems to me to be prior to all 
other; is the constitutional question as to wbether 
Congre;s would have the power to delegate to the 
~resident reductions in a certain percentage of various 
excise t axes . 

Uoes it on the tariff. 

That ' s exactly the analogy I was thinking of, Yr. 
Bell And as t ar as I know, if be hasn' t got the 
powe; there • s no use talking a bout 1t; but it be 
has it' s worth exploring some excise taxes to see 
Just exactly bow the thing can be done. 
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1 111 see Oliphant on tha t. 

Anybody else want to t alk on s i x? 

"7 . Timing . " 

Mr . Eccles. 

~94 

•~e have been doing some preliminary studying on this 
whole subJect, and it involves, or course, e stima ting 
what the Government r eceipts are likely to be over a 
given period, both the gross and tbe net, as well a s 
wha t we can expect in the field of private activity. 

Now, we can best - we•ve got the record of the past, 
which s eems to me to be very important as a b&sls for 
mliking some estilllll tes of the future . 'foe know the - we 
know the influence of private expenditure upon the -
public expenditure on the national income, what it 
has been. lie know how the reduction of it tu:.s tended 
to influence the national income . 

I don ' t believe there i s any thing as important - this 
whole thesis, of course, would fall if it isn' t timed 
with some degree of accuracy. If there i s an exces­
sive public contribution - by excessive I mean in 
relation to what privat e ~ctivity may be at a given 
time - you g et an inflationary development; and con­
versely, i f the public contribution drops too r apidly 
or goes down a t the wrong t ime, you can get a 
cyclical deflation. The experience of the past 
s eems to me to indicate ~uite clearly that can 
happen. 

And so we are making studies of what has happened 
and of what we can now anticip£te, based upon such 
infor mation as we now have available, with r eference 
to the estimated gross expenditure of the Government 
and the ne t expenditure of the Government, a nd the 
contempl ation of private a ctivi t y over a certain 
period. 

Now, Mr . Currie and his division over there have 
been working on that for the last two or three 
weeks . I had t o go out of town last Thursday 
before this - a lot of this wa s finished , and I 
didn't have a chance to go over it, except last 
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evening; I worked on it for t •11o or three hours late 
last evening after I got back. ~nd if you want 
to take the time, I would li.ke to have b.1m present 
two or three charts, to see if we can indicate to 
you just wb.at we are working to and what is involved 
in tb.is whole problem of timing. I don't know as 
you 'llant to go into too much detail, Laucb. 

Bow much time you want for this? 

!low much you want to give us. We can use a lot of 
time. 

Bov1 much do you need? 

I tni~ I could cover t he gist of the story in pr oD­
abl y 10 or 15 minutes. 

Make it 10 . Go ahead, we'll be very attentive ; it's 
a good idea to get it over in five mi nutes. 

I t ' s a pretty big problem, Mr. Secret ary. 

Get those charts . 

Tha t ' s it- see the pictures . 

I may firs t state some t entative conclusion a rr i ved 
a t before I go on to tbe basis of them, and give 
you something to snoot a t then. 

First tentative conclusion I arrived at is that the 
net contributi on of the Government t o buying power, 
national buying power, in 19)9 probably may be in 
the neighborhood - magnitude of three and h helf 
billion dollars . I 'tt hbte t o tell you the amount 
of estimating tb.at goes into that . And 1 do not 
think that wil~ be excessive. 

The next conclusion • ••• 

May I interrupt you? ~bat do you mean by: you don' t 
think that will be excessive? 

There 
up we 
press 
index 

I tried to arrive at an estimate of how f ar 
go in our national income before we begin to 
on our productive capacities. So I divi de the 
of production, Federal Reserve index of 
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producti~n in the past, by the estimates of the 
stock of durable goods of ~11 kinds, - f actory 
plants , machinery, everything. ~ell, we bave ~ 
runs up t o £bout 160 billion doll&rs now ~e 
estimated . Then I get what I call a cur~e of 
utilizati~n, production in r elation to our plant 
capacity. And I arbitrarily let 1923, the peak 
there, be 100, because you obviously were cushing 
~t tha t time on your productive capacity; all through 
the 20 's you had a pretty close relationship, ~round 
~0 percent utilization of our plant capacity. Then, 
of course, we ;vent way down in the depression and 
Ne shot up i n '37; for a month ther~ we were getting 
close t o the last ~O •s in the degree of utilization. 
Now, we s lipped r1ay off f rom it aga:tn a round here, 
now. 

Now, I put a dot up here that when the index ot 
production - Federal Reserve index of production 
gets up uround between 1'0 end 130, you'll probably 
get bLck to the saMe relative utilization of our 
pl ant capacity, which is durable goods, as we had 
in the 20 ' s , a r ound 90 percent, which is a very 
comfortable relationship. 

Now, thvt production of between 120 and 130 i n our 
i ndex would, I t hi.nk, correspond w1 th a national 
income of over 80 billion doll ars, and I don't think 
there is the slightest chance of our approLching 
the t next year. 'l:herefore, l said that I don ' t think 
that the contribution, the expenditures in excess of 
receipts, for the next calendar year can be r egpr ded 
a s excessive. 

In other wor ds , it won ' t make for inflation, except 
the bottlenecks, a s far as c&pocity is concerned . 

This is tho over-ell picture . That's quite consis­
tent ~ith individual bottlenecks occurring right in 
here: r ailroads , utility plants. 

I shoulJ say the r everse of tha t: you have to get 
to tllat point before you get sny private i nvestment. 

Yes, nearly to capacity. 

I haven • t brought tba t chart here, but it's very 
interesting that only when you get up to ao, 90 

Regraded Uclassified



Eccles: 

Ruml: 

lo.ccles: 

lluml: 

J:.ccl es : 

B. II . Jr: 

Cur rie: 

297 

-19-

vercent of plant capac! ty do you get any net 
addition to your stock of durable production goods. 

But you do get a substantial expenditure in main­
tenance; but you mea.n actunl new • • •• 

Real private investment. 

New expansion. l'lell , of course, you've got the 
housing and other fields. 

Oh yes. I mean industrial. 

uoes tha t answer your (B .u .vr) questi on on it? 

Yes, 1 1m going to get you, wnen I have a little 
time - if you'll let Curri e come over when I've 
got another hour or two and go over it once more; 
I mean it's new and I haven't got it, and I don•t­
I never say 1 have something until I have it. 

Well , the next step was to estimate what we csn 
probably expect in the national income next year . 
You seehow tenuous all this gets. And one of mY 
people who hus s peci alized, worked this last year, 
two years, on durable goods production, has made 
estims t es of it for next year, to which I have 
added what I tbl.nk will b e t he net contribution -
took a wild stab at increase in inventori es, half 
a billion to a billion, somewhere in that range, 
because they increase buying po~er - th&t will 
increase - then building, residential construc­
tion, all those various items. I came out with 
a figure of 13 billion of income-generating t ype 
of expenditures, a s the net contribution of the 
Government plus private capital expenditures of 
all kinds, which is less thon in 1 37. 

Tben, bow much that would generate, how much national 
income thDt type of expenditure will generate, of 
cours~ is another question. And there I turned to the 
past again to see if I could get any guidance, and 
I round that tha t is the rough relationship between 
this income-generating type of expenditures, capital 
forma tion plus net contribution, and movement of the 
national income right from 1919 right on; ~nd , you 
see, this is a - the two movements here represent 
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the same percentage changes, as you see •hen they 
go t ogether; they're the same percentage changes . 

~98 

So the question is, if this figure in 1939 is 13 bil­

lion, Nhnt will the natioObl income be you see· 
wha t r a tio should you apply there? And tb.en I ~x­
pressed that as percentages, your capital formation 
;>lus ne t Governme.nt contributi on as percent of the 
national t o t al lncome . All through here it r enged 
from 17 percent to a ~axioum of 22 percent - 18 to 
19 percent; in other words, G multiplier or ubout 
five . ~ou s ee tllere tha t a dollar of tills t ype of 
expenditure gener ated about five dollars i n noti on&l 
i ncome . So I took t he a i ghest r "t1o that preniled 
all t t~ough here for any - i n the prosperous period, 
a multiplier of six there, end applied it to this 
l J billion, ~>.nd came out -:ri til a gross national 
income of 76 (?) billion, or a ne t national income 
of about 68t billion f o r next year, which, if it 
:.ent on steadily up, might mean a t the end of 1939 
we'd be running a t 72 or 73 billion, which i s still 
f ar short of our cap&cities . 

That ' s al lowing this three end a half billion Govern­

ment contribution. 

Allowing three and a half billion Government contri­

bution. 

And a l lowing f or all o ther capital expenditures that 
you can ~ossibly es time te in housing and other fields. 

We put doon t •o billion f or housing, f or instance. 
Pret ty generous estimates right through. 

I s there any air ec t rela t i onship be t ween t nose two 

lines ~n that chart you just put down? 

I think so . 

I notice tnat taey go in opvosite directions about 

1 37. 
That ' s t he r atio chart. It ' s a six; multiplying your 
gross capital for mation, net contribution, will give 
you a na tional income here . This gives you the r a tio, 

11
bout six -'tween five and s ix - all tnrougb your 
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prosperous period, wbich shoots way up in the depres­
sion because of saving drying up then; practically 
all the money spent tben is invested - is spent, 
people are living in excess of incomes, they' re 
borrowing, everything else; so consumption rises 
and savings diminish in the depression. But the 
interesting thing is, a s we came back to pr osperity 
again, recover y, '"e got beck t o the same relation­
ship that preva iled in the 20 's; it doesn' t look as 
if we modi fied a t all the s avings and consumption 
h6bits of the community . 

As· soon a s you get back up in ' J? , a s we did in 
' 37, ... . 

As .1e go up, every dolb.r of contribution and 
capital expendi ture generates less income - increa se 
in income . 

So in •29 that r a t io would be quite different than 
it dould be in '32, for example . 

Yes . Now the next t bing you might be interest ed 
ln ...• 

Might even be negative . 

••• is the conclusion t hat t here ' s a danger of a 
too abrupt decline in the contribution in 1940 . I•m 
getting way ahead now . 

uon•t worry about tha t. 

You've got t o e stimate it for next year's budget. 

Well , don' t worry about tnat. 

I'' or the first six months of 1940 • • • 

~ell, first six months it is set. 

Vlell, I mean that ' s what you have to decide. 

You t alking calendar or fiscal? 

Calendar . Second half of fiscal year 1940 . 

January to June. 
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I wouldn' t worry. But go ahead . 

"//ell, I think there 1 s ground f or worry, llr . 
Secretary . 

You mean Congress isn 't going to vote enough? 

Yes . And receipts ar e going t o increase . 

What? 

And tha t receipts will increase very rapi dly. 

300 

Tbe top line is the gross expenditures - our esti­
mate of the gross expend! tures of the Govern:nent 
and t he dotted line is t he receipts - tax receipts, 
largely - and the bottom line i s t he difference 
between the two . We 1 ve reached the peak, we think, 
in these esti~tqs, of t he gross expenditures now; 
they will run along Just about where they are. This 
is a smooth basis , Yr . Bell. I'd be very glad to \ 
l et you see them some time. 1'/e did quite n lot , 
of violence to some of your figures . 

I expect you did. 

.Run to r. peak, then we' 11 step down the second half 
of the year and run dong in the beginning of 1940 
about 100 million less t han we are now. That's 
on the gross - the net, I mean. The receipts wil l 
decline up to the second quarter of next year, next 
calendar year, because of the lower i ncome t axes; 
after that, the7 will begin to pick up again, step 
up very rapidly the f irst half of 1940, the income 
t ax yield particularly. So that your net will fal l 
from around 300 million ..• Around 350 million a 
month dll be the peak in the second half of next 
year - second quarter or 1939 will be the peak, 
ubout 350 million a month, and that will fall to 
about a hundred million a cnonth in the first half 
of •40 - a very sharp reduction, 250 millions . 

That ' s allowing for great l iber alization of the 
Soci al Security Act, of the granting and paying of 
benefits, beginning of 1940 - &lmost all the things 
they're proposing . Without that the picture will 
be much worse, 25 million dollars or so much less, 
because it ' s also allowing for the f act tha t t he 
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taxes will be increa sed in the Social Security 
account from two to three percent . 

'.!:hat's j t G us overnment contributi on? 

That•s Government contribution . 

You haven' t got priva te contribution. 
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No. But if there ' s a contraction in 1940 of three 
billion in the Governme.nt contributi.>n and an expan­
sion of f our billion in the private contribution, 
the private expenditures, o f capital expenditures, 
which \~ill be 40 to 45 percent, that would still 
no t give us enough to continue the rise in income, 
if there is any increase i n s uvings at all from 
the present level. 

So there is a real danger, it seems to me , a long 
in 1940 of the same thing happening, if we're not 
careful, that happened in 1) 7, of this consumption 
line flattening out . Tha t ' s an absolute prerequisite 
for progressive economy - tha t this line must a lways 
rise - consumption; the moment the consumption flat­
tens out, you get your piling up of inventories, 
you remove the incentive t o make addition to plant 
capacity, all the rest of it . The thing we have 
t o Keep our eye on is t ha t consumption chart, keep 
tha t thing going steadily up. 

And there's a very close correspondence- I'd like 
to draw your attention, ll.r. Secretary, to the 
f ac t how close the correspondence is between this 
consumption index and the incomes of wage-eLrners, 
s a l &ries, small business men and f a rmers. Thnt •s 
wha t this dotted line is . 

Is that about parallel to the popula tion curve, 
or on a steeper ~ ngle? 

I haven't tried tha t, Mr. Delano . 

I think that completes my story. If I have a 
minute or two left, I m1ght say we have gone on 
beyond 1940 . Terborg (?) has made estimates in 
each dur able goods field he ' s studied of what would 
be the max1mum expenditures in tiDie fields under 
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conditions of f'Ull employment, and I've added tllem 
al l together and I come out with the fig~·e ot lS 
billion, which is not sufficient to get this line 
up to 100 billion; in other words, a net national 
income of 90 billion with the same relationahips 
that prevailed through the 20 ' s all through here, 
would require 19 billion capital investment along 
in the early 40 1s, wntch would indicate - this is 
very tentative, of course, but it indicates the 
possibility or a serious deficiency and gap there. 

Uoes that, Lauch, include items like residential 
construction? 

Yes . · 

I think that complet es the story, Wr . Secretary . 

Well, I• m going t o ask you to come over some time 
when I heve •••• 

It was awful concentra t ed . 

Well, I want an hour or t~·o with you some time, so 
I could go into it much more fully. I couldn't 
get - it' s too important t o t a.ke it in 15 minutes. 
I don't know whether the others have seen it or 
not . Nbat? 

I haven't seen i t. I r ather anticipate 'it. 

But I'll give you all the ti.me t hat you' ll give me ••• 

Fine • 

••• to go into it much mor e fully . And when I do it, 
anybody in the Treasury that want s to sit in - I ' ll 
give them notice; then you come on over . I'll give 
you- I ' ll s et aside a couple hours . 

Nell now, before 111go- on, does aeybody want to say 
anything? 

on the question of transition, it seems t o me there 
i s a whole question of f actor s which t end to open 
up or close the expansion of private expenditures , 
question of credit end so on. I thought you might 

\ 
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discuss that. You discussed one aspect in it; 
tb.at' s the budgeta ry . · 

1:e11 , George - excuse me - if you don't mioo I'd 
like to go into this thi ng i n grea ter deta il: I 
can't do i t t oday. I don ' t &now now the others 
ere fi xed . I gues s Currie ' s avai lable. I want to 
do it Wh : n I' m relaxed and have l ots of time· end 
if there ' s anybody in the Tr easury wants t o ;it 
in, I' ll invite them to sit in, see? We'll give 
Currie a couple hours. 

Now, the next thing you've got is this question 
of the statement. 

·.Yell, the next question - I just • an t ed to r eport 
very briefly on the sugges t i on made a t the l ast 
meeting about an investiga tion of s t ate and l ocal 
t ax es . We ha ve discussed tha t i n Resources 
Committee and I 1ve given a good deal of t hought 
to it per sonally; 1 t hink it is certainly ~ very 
fea sible appr oach . As t o whether 1t is t he best 
a ppr oach or not , a number of considerations have 
t o be t aken into account. And let me just drop 
it a t thut point, because I don't think that this 
committee would want to t ake up tha t investiga tion 
until t hi s committee exists . And s i nce the commit ­
tee does not really e xis t , we ha ve another c ertainly 
t wo or three weeks to give t hought to the best 
manner of pursuing the investiga tion. But tb&t it ' s 
an i mportant i nvestiga tion, f rom t ha t ~oint of view 
there can b e no doubt . 

#ell, 1 ~onsider it highly important and 1 hope 
somebody connected with t he AdJD!nistration will do 
it . 1 think this is t he commi t t ee the t should do 
it. 'lle •ve duckea i t f or six ye11r s now. 

Somebody' s go t t o do it, tha t' s a certainty . 

I could take t hirty seconds to indi cate whe t some 
of the t hings that have t o be explor ed are . Zberc 
ha s been a grea t deal of egitr. t!on in the past f or 
a general investigati on of the relation of Feder al, 
s t a te, and l ocel t axes . And the thing tha t ha s to 
be e xplored is how to handle it from this particular 
point of vieN without , in the first place, disappoint­
ing other people or ma.k.ing them tiel that the real 
investiga tion i s being _side-tracked, ~nd so forth 

\ 
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and so forth . There are a lot of ~uestions or a 
prudential character that wi l l have t o b e studied 
before we make & commitment that this is the best 
wo.y to do it . 

Well, what you ' re saying - yo u c onsider it highly 
impor t ant, but we ' ve got enough right now for the 
moment. 
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And we couldn' t do this t omorrow even if we wanted 
to. 

Anybody Nant to comment on it? 

Well t :ten, the next th.i ng would - i s this statement. 
Wouldn't it? 

There are two q uestions there: t he ques tion as to 
tne statement, the c..uestion as to the set-up. 

Well, the statement would come first, wouldn' t it? 

~xcept that the set-up ought to be known before the 
sta t ement is made. 

1/ell, all right, wha t about the set-up? 

,/e l::., I - following my talk with you, I called !Jr . 
WcReynolds on tne telephone and a sked him to be 
thinking about it. You suggested to me that I should 
get ln t ouch wi ta hlm, waich I did by phone and sug­
gested to him that probably tnere were ma~ different 
ways that a thing lb:e tnis could be done and t hat 
prob~bly s ome were be t ter t aan others for our pur­
poses, and I didn't ~no" anything about l t . 

Well do you mind if I r ead ttlis? I haven't read 
it y~t. Supposing I read it out loud. 

" I am appointing a Fi scal and ~onetary Advisory 
Board .• " - this is for the President - "I am 
appointing a Fiscal a nd llonetary Advisory Board 
whose duties will consist of canvassing systemati­
cally broader problems of fi scal and monetary 
policies in relation to national production and 
national income . 
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~This Board is to consist of the Secretary of the 
T!easury as Chairman, ~>nd with him as members the 
Cnairman of the Board of Governors of the Feder al 
Reserve System, the Wirector of t he Budget , and the 
Chairman of the Advisory Commit tee of t he National 
Resources Committee .. Each member of this Board 
may name an alternate from his agency t o serve with 
h im and in his pl ace i n his absence. The Board will 
have no powers and no authority . ~ I think that 
that 's kind of- well, anyway, I mean • • . • 

•Tne Board will study the whole range of problems 
associated ~~ th tne relation of fiscal and monetary 
~olicy t o the re~uirements of ~ sound and orderly 
recovery and t be conditions essential to an enduring 
prosperity . On the basis of studies relating to 
t nese problems 1nstitutea by itself and by their 
agencies , the Doard will from time t o time report t o 
me its findings and recommendations . ~ 

I certainly would leave out the sentence •The 
boa rd will nave no powers and no ~uthority . • 

I tnink that ' s understood when you s ay 1 t 1 s an 
advisory - the f ac t it's -sn advisory committee . 
Tney can nave no ~ower t hat Congress doesn1 t 
give them anyway . 

~r. Secret ary , will you wait Just a minute before 
you strike it out, until llfter I have spoken, because 
I thinK you will s trike it out; but the point of 
that statement is to make perfectly clear that th1s 
is not a move f or further centralization and to take 
from independent agencies functions that belong to 
them . Non then, if you don ' t think it's necessary 
t o make an explicit declaration of that, cross out 
tne sentace- if you don ' t think it's necessa r y , 
either that or some other sentence. 

Well I t hink if we carry out t he President's 
wisb~s we'll say, ~r am appointing ~n i.nformal 
Fiscal and Wonetary Advisory Doard . That' s 
the word he used . 

He ' d be the best Judge t o s ay wbetber be wanted t o 
s tri.~e that out or not, wouldn't be? 

~ell, except tha t when I take somethi.ng over I like 
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t o offer i t in the form that I say - well, ~e 
t ry her e our best to give bi.m a thing letter­
perfect before it ~oes over. Often it isn' t 
but a t least we try to. I Just think that ' 
it's ... 

I think I ' m tninking of i t from a public point 
of view. I• m not objecting t o having the thing 
s truck out a t all . But I t hink that the word 
" i nformal" is in ~ sense a great deal more weak­
ening t han t he other, and it's a bit misleading . 
It s eems t o me ~ bit incredible t o the average 
Republican newspapers that a co~ittee consisting 
of these f our gentlemen and t heir associates, 
dea~ing witn t he stat ed pr obl ems, shoul d be a 
very i nformal commit t ee . And it may be i nforlll&l 
in the sense that i t isn't authorized by Congress, 
but it is a l ar ge thing anyway. 

Wha t do you think, John? 

I t hi nk the statement weakens it, makes the committee 
look sort of sil ly, if you s ay they have no power 
and no a uthority; I would be inclined to le ave it out . 

I t' s a good point on the " informal" end of it, 
t aough , tha t Ruml makes . 

~/hat do you (Taylor ) say? Express yourself, Wayne . 

No, I thi~ l eave out the sentence t ha t you' ve been 
t alking about le&ving out, but don't insert •informal . • 

'//ell, that wa s his language . 

But in this or der wni ch goes out, why, I don't think 
you can use that. 

But you agree about "The Boar d will have no powers 
and no authority.• 

That should be out . 

Say • Tbe Board will act in an a dvisory capacity ." 

If you want to emphasize again the advisory capacity, 
which I think is a lready sufficiently emphasized, -
if you want to stick in another word there to maxe 

\ 
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it double, why, O.K., but 

"Pure1y a dvisory . " 
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You say "the Board will from time to time report to 
me its findings and recommendations.• All we're 
going to do is get findings and recommendations· 
not going to issue any orders. ' 

That's true. 

My inclination would be Just to put a bracket 
around it, not strike it out. Tben be could decide 
himself. Bow would that be? Just bracket t hat 
sentence "Tbe Board will have no powers and no 
a uthority. " Wbat? 

\'/ell, I think you might in addition i ndicate to 
him when· it goes t o him that the concensus of 
this group is that it would be better to leave 
it out . 

Vlby not leave it out? 

I ' d leave it out . I don't like the psychology of it. 

Looks like you•re going out of your way ••• 

Perfectly obvious what its authority is. 

Aren ' t you repeating in the last paragraph? You say 
in the first paragraph •will consist of canvassing 
systematically broeder problems of fiscal and mone­
tery policies 1n reletion to national production and 
national income.• Then you come down to the third 
thing and say •The Board will s tud;y the whole range o: 
oroblems associa ted with the r eletion of fiscal and 
monetary policy to the r equirements of 8 sound and 
orderly recovery and the condittons essential to an 
enduring prosperity.• No, that s - no, that's a 
good sentence. It ' s all right as far as I 1m concerned, 
if he wants to do it. 

The thiDg that Dr. Ruml and I talked about up at the 
bouse was tbis : that if the President is going to 
incorporate this philosoph¥ into his bUdget aessase, 
then it is very importent that he announce five or 
six weeks in advance that tbis group are studying it, 

so wllen lle pops this thing out - I mean "What did 
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he do , just ~ull it out or the thin nir? " 

Hight - a nothe r pulling something out of the h at . 

But if this is anno unced, th~y soy •That~ the 
r esul t of th<t committee ' s wo r k . " 

1
I ha ven ' t changed 

my opinion as t o tha t . 

Well: I tnink in additio n, i.!r. Se,.cretar;; , r egar dless 
of '':hether tnis point of vic.·: is adopted or not -
I don 't t hink this co~ittee • s a ctivities a r e con­
tingtnt on the <.~option of LDY ~articular policy· 
t.ti s .Desn 1 t co=i t him t o any policy . ' 

Bu ~: Eony policy th&t i s follo11ea - t. t le&st it co~ld 
fel t that be for.: deciding upon ttt:. t policy t.terc ha s 
been sorne thought r nn stuay 111th r eference to the 
subject . 

Sure . Th.<. t • s a ll. 

1 h~s v e a per sont>l ob jectio n tha t I want t o out up 
tnr. t my colleague doesn 1 t entirel y ag r ee with; but 
the Resources ~oumittee is n committee of five 
C&binct officer s , Sorry ~OJ)kins , &nd f our advisory 
members . Tne advisory u~mbers arc in b sub-
c ommittee of i\'hich I <.m Cho irman , and Vice-Chairma n 
of tile wnole com:!littce, r nd a ll motter s of - all 
repor ts ne make I have to clea r totrougo tne Ch~ir::~en , 
Secret~ry Ickes, ~~ bet tht 0 . ~ . on a ll r eports 
froo a ll of t he members . No11, we h · ve been tollnk­
ing - our ~avisoo- c om.:1i ttee bu s b een t binking about 
tnis thing for oor e th~o n t •.•o yeEr S. It beg .. n with 
&n infor.llsl a inner meeting e t :ny epr:r tment, at which 
the ::.ecret&ry of ,,gr iculture and the Secr e t ;. r y of 
Commerce ·:;ere present, end some other gentlemen in 
t n.i.s r oom we r e present, end ::e t &lked over tne 
importance o f ree lizing wb'l t .va s go ing :m in indus try 
and commerce . Ana we s~o t up n t that time an I ndus­
trial Committee; lf £ r emember rightly, :J r . Curr ie , 
lJr . /ih l t e , o f >·our department , and others sat on 
th:: t C!)Ullllit tee . Anti the mo r e .•e s tud ied the rno r e 
impr esseci .ve were with tne implications of it · 

In our r eport f or ' 3o , 11hicn 1 have in :rq hu~n, .. e 
m .. de the definite r ecommendati on in a printea r epor t 
which was cle10red by tbe Ca bint t officers, tlu t ;<e 
thoU6ht tha t tne Secret li rY o f t be Tr easury Jught to 
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be given the benefit of these s tudies . We sai d 
"A Fiscal Advisory CoiDJD.l ttee" - a mong our recom~ 
mendations for ~ reorganization of agencies to 
implement this policy we had been di scussing a 
Fiscal Advisory CoiDJDi ttee appointed by t he 
President - • This Co~nittee would advise as t o 
the manner ln which public funds shall be pro­
vided in a particular ph&se of the economic 
cycle, und correlate the timing of public works 
with other fiscal policy ." That's collllllented on 
in three long paragraphs .ln this report . 

3~9 

nell now, r.e come to a - to more recent tioes. In 
the spring of - in the spring of '.37 we thought the 
thing Has really serious, th&t it was - that no 
a ttention was being paid t o this recommendation, 
and continued our 11ork all tha t sUIIllDer, and did 
have one or two talks w.lth the Pr esident - very 
informal. The vmole thing was pretty confidential . 
And we said, "This has not been cleared with the 
general Committee, with the Secretary of Interior 
and so forth. n 

Finally in the fall of 1 ')7 we again wrote and sent 
copies to you •• • 

I )8 • 

• )7, I think - ,·:ell , I guess it "as • ••• 

Spring of 1 )8 . 

in the s oring of 1 ) 8, that was it . In the spring 
~f •')8 on ~ccount of whut baa happened in the fall 
of • )7; we agf.in wrote direct to the President about 
1 t and want to see him; our wnole ..:ommitte .. went t o 
see him, and it NLS at that time that y~ur attenti on 
whs called to it und I came over l'Od haa a conference 
with you. 

Now, since then things have moved fairly r apidly , 
but i n the l ast three weeks, due t o your action, 
things have moved mucn more r apidly tnen ever 
before . 

Now what I am up against is , personally I am in 
bad' position i\"itil the Secret ar y of the Interior, 

a 
and 
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I've got to be- he ' s my .:hief nod I 've got t o 
watch my s tep on that; I don ' t want to get in 
bad so tha t i t wil l injure fu ture r epor ts . And 
the t hing t hat I don' t like in that recommenda t i on 
t o the Pr esi dent is t ha t I be named . \Vha t we 
recommended i n our most recent report on t his , 
.• hen we gave a r<~view of the whole :;1 tua t i on -
ma t ter , and you have u copy of i t , aated August 
10 - the report WbS dated hllj!ust 10 a nd 1 t wa s 
presented in a letter of transmittal to the 
President August 12; the Secretary of the Interior 
was out of the country - I began by saying t hi s : 
"This h:.s not been clet:r.:d Nith the Secretary of 
the I nterior ; this is Lll v cry confidential . n 

Now, I think in L r eport thut • s ~de public , con­
sidering tne f r.c t tha t ou:- •. dvisory Co91Jlittee is 
no t an executive', nr.s no execut1 ve E.uthori ty, it 
vught t o say, "Represent ' ti" n fro:n the J,avisory 
Coro.ml ttec" r ather t han "The Chairman" of it . •::hile 
I ha ve follo11Cd vlong on this thing for over t ••o 
years and been v ery much lntt.rested in the i mpli­
cations of it, the men thut are f ar mor e expert 
th<.n I am, !)r . Rwnl bOd Henry Dennison, have f ol­
lowed it very closely . hnd Charles Mer ri£m has 
looked a t it fro:n a different ar~le ; he ' s an 
economist ~nd expert on Gover nment ana all th&t , 
and ne has given u gre~t many v&lueble sugges t i ons . 

But it ' s re&lly in our o~visory capacity, it s eems 
t o ce , th&t we 're i mportLnt; no t any one individual . 

Then, without ~ppea ring ~o be over-modest, I don ' t 
want 1t t o burt the President b' h<. ving it said, 
n•,•;ell here he 1 s s ticki l16 his uncle in another 
job, " ' when it ' s r ea lly the Co=ittee that he ' s 
yut t ing in it . 

And incr easing nis p&y by 100 percent . 

Well , I r eally t hink thvt , and I thi nk it' s 
impor t ant . 

nov.', may I be e little f acetious? 

No , I don ' t want you i o be facetious; I want you t o 
be serious . 
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You won't - I don't want t o b e serious - you won't 
let me be f acetious. 

I mean every word of wbat 1 say. 

I know you do . If you don't mind, I wouldn' t want 
t o go a l ong on the basis that you sutgested, because 
I don't know who I 1 m going t o g e t . I wouldn' t go 
a l ong on t ha t basis, because this is - we 've got a 
nice l ittle f amily arrangement here and I can work· 
but if~ . Ickes is going to s it here, why, we ' 
might j ust as well quit. 

\'lell, you just tell the President about this, tha t 
this may make trouble . Once before we had 

(On phone) Hel lo . Who? All right. 

Just a second . (Holds phone conver sation) 

No, Mr . Delano, t his - all of these things - you can 
set up the most beautifu: committees in the world, 
a nd some of t hem fUnction and some of them don •t. 
I don't know how many committees I 've been appointed 
t o in the l a st s i x yeet·s , and one out of ten f unc­
tioned, because it happens t o be a gr oup t hat clicks. 
A' ell now, we • ve made headway , end I have no - I ' 11 
r eport \\'hat you s ai d , but I will a l so s ay t o t he 
Pr esident tha t i f I bave t o do it your way I don ' t 
want to pl~y. Now, are you willing that I say 
that? 

Yes, so t hat he appr eci a t es t ne importance of the 
point . 

I• l l say wha t you said, but if you've got to do it, 
leaving it open f or somebody else to be put i n here, 
I d on't want t o play . 

I don ' t know whether you know what happened in t he 
f all of ' 34 when he bad appointed and he had given 
out to the newspaper s that he was going to appoint 
a planning board and he named tbe board that bad 
been working inf~rmally t brough tba t summer; i t was 
~harles ~erriam and Wesley Uitcbell and myself; nnd 
be spilled tha t to the newspapers up a t Hyde Park 
a na then there was an uproar from the Cabinet, and 
t hat's when the bigger Committee was s e t up of f i ve 

Regraded Uclassified



B.!l.Jr : 

De limo : 

H. I.I .Jr: 

Delano: 

H. t.I . Jr: 

Delano : 

lohite : 

H. l.I . Jr : 

r.ccles : 

Delano : 

Eccles: 

-34-

Cabinet officers , and • • •• 

Vlell, I never protested that t he Secret ary of the 
Treasury w&sn1 t a member. 

I know you di dn't, but perhaps it would have been 
better if you had been a member, or else not have 
t his cumbersome thing that lYe have . Now, a great 
many •• • • 

Well, I ' d r a ther have no formal 1mnouncement at all, 
just continue t o meet and go ahead with this, if 
tha t would be less embarrassing. 

Well , another way is, he says, "I will appoint a 
committee . • I don't care how you fix it, but I 
~ent - of course, I'll do enytbing I'm told to do 
but I want you t o ~ow, I want t his coma:ttee t o ' 
know, what I said . 

All r ight , we 're getting some1vbere, and you leave it ' 
open &.nd I g et somebody else, and then I - I jus t ••• 

You' ll get jus t the committee you •ve got . 

Ur . Ickes i s not on the Advisory Co~ittee . 

But he wants t o leave it open. 

But isn' t it a fact tha t it' s an Advisor y Coi!I!Di ttee 
r eally outsi de 11hat is selected f or & very d etinite 
specific purpose here. They were not interested in 
expenditures personally, have no personal interest, 
weren't a body tha t had t o do with the spending of 
money. 

Tha t • s what we thought was really v ery important. 

It seems t o me the Pr esi dent has a perfect right 
to appoint whom he pleases and i t would be perfectly 
logical f or him to a ppoint a Chairman of the Advisory 
Committee . Be can say that this committee is composed 
entirely of toose who have no charge or have nothing 
t o do with the expenditure of t he appropriations. 
In other words , it seems t o me that it is a collllDittee 
tha t have no - have an entirely different interest tbm 
a Cabinet member such as lir. Ickes would have, or such 
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as any other Cabinet member would have. 

We didn ' t sugges t that . We suggest ed t he Advisory 
Commi ttee - r epr esenta tion from t he Advi sory 
Committee ; that ' s our r eport or August 12 . 

Well , Wr . Delano, I unders t and , a nd if you ' ll 
trus t me t o pr esent it t o the President and t hen 
t o do i t the way i t ' s writ t en here, why - I mean 
I unders t and wha t you mean, but I t hink i t ' s ver y 
i mportant tha t you r epresent this Advisor y Com­
mittee, and I' d like .t o per sonally r ecommend that 
t o the President . 

I t authorizes a n al ternate, so rlunl can do t he wor k 
f or you . 

O. K. ? 

'1/hen you going to meet agli i n? 

Mr . Secret ar y , 

Yes. 

• • in connection with the announcement, tbi s point 
must bed e t er mined : whether :the l- l t er nates will be 
known a t the t ime tha t t he pr ess wants a sta tement . 
You ca.n handle i t ei ther way , but we ought t o agree, 
tha t ' s a lL 

l'lell , i n connection wi th the Uonopoly Commi ttee they 
did announce t he alter nates , so I can have i t now, 
and t hen • •• - Mr . Del ano, who wi l l be your alter nn t a? 

Well , c ertainl y I woula sugges t Dr . Ruml . 

All r ight . 

or course au t hority i s t her e given t o the Committee 
member to ' sugges t his om al t ernate, and I would 
t hlnk he woula des ignate anybody who was available 
a t the particular t ime . 

I should thi nk it would be better no t t o mention i t; 
give you a fr eer hand . 

' 
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In our ca se we ' d be changing, all depending on 
who was here. How about you? 

~ell, Ur . Secretary, I might say that does r ai se 
the point as t o bow you want t o ha.ndle it. t ither 
is possible. If you do change alternates from 
t ime t o t 1me, you t hen do not he ve a situation w bore 
you have some one person who is to serve in your 
absence . Now the other method is, of course, per­
fectly fe asible . And I would suggest that 1f 'Na 
cannot determine Lt this t ime which way we want to 
handle the alternates, it would pr obably be better 
not to mention it. On the other band, if you want 
to set it up as a group of eight, i f you please, 
you would name them . 

You see, this thing is a ll titles, and I personally 
would be inclined t o leave 1t th&t way . Doesn•t 
mention any names . No names. 

Then it's not necessary to mention it. 

No names here at all. We have the Secret&ry of 
the Treasury, CbairQan of Boar d of Governors of the 
Federal Reserve, Director of the budget , Chairman 
of Advisory Committee . I mean it ' s the title- it' s 
t he positi on and not the in~ividual. 

Exactl y. 

Not the individual . 

Then it ' s agre~d that if there is any question as 
to who the ulterlllltes are, no sta tement will be made 
by any •• • 

won 1 t be as t ar as I • m concerned . You al l r ight, 
W&rtiner, on tbis? 

That ' s all right With me. Of course it is going to 
be necessary, whether you want to announce it or not , 
t o at times have an alternate, because i t may be 
impossible ror us all to be present at every meet-
i And i t seems t o me we should bave somebody 
w:king along with us, in t ouch with the thing, so 
that .. .. 
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I tb.lnk tha t• s the most 1JDportant tbing. Let that 
just be the same man. 
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Ought t o have continuity . For instance, I should 
select some member of the hoard that would spend as 
much time at this as possibly I would, to be avail­
able so that we get continuity in the thing . 

Well, I'm going to do like they do at conventions: 
give Banes and taylor each half a vote. So - I · 
mean we go along so that they know - they both know 
what's going on . I just - listen, Ruml, don' t let ' s 
make it t oo damned tight and formal; give us a 
little leeway . The main thing is - I don ' t know bow 
you gentleme n feel - I thiillt we 1 ve got even t ur ther 
in three weeks tnan any other group I 've ever worked 
with. ..lnd give us a little elasticity. Let ' s con­
tinue; I think the main thi~ is t o hit the ball, 
never mind how many clubs we ve got in the bag. 
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2. hJOI S.au.-1\y A<lalniatra tlon 
:1, llool&l S.ourlty 
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a, &reDta to r nae~y egad , bli nd, 4apaD4ant ob114~ 
b, old·•s • annuities aDd otbor 1Dau~qa bonatlt.t' 
o. wa•ployzent ooapeuatloD p&3'llanta!f 

4. Railroad re: t ...-&Dt, ol4· asa aDDultl aa and otbar 1Dauranoa banatlta!f 
o. CiTlllAD Coaaar.atlon Corpa 
6. A«rt...U tur&l aciJuataaot pa)'llliDh 

II - Salarlaa or raeular £0TOrDeant ·~plor••• · ottlca auppllas , renta, oto. 
1 . Gaaarel leslalat!Te, Judl olal, oxaout!Te , daparboa~tal axpandlturaa 
t . AdalD.latratl'fe expaDaaa or now ocoaotea (11PA, P'n., Cooaer.atloD Corpa, 

eto.) aDd axpan .. u or old at aDo l .. oonoeotacl w1 t b Dew prosrua 
s. Wasea and aalari ea ~ r t he armed rorcea 
4. Vaterana A4M1Dlotretlon expao41 t ur aa \ 

II I· Publlo wotka aDd •1ll tary ooDetruct lon 
1. Publlo blgbwaya 
2. RtTo:· aDd barl>or work 
~. Raclazatloa aar.lce 
4. Varlou.a dapartloaDtal public worko 
~. Public butldlll£8 
6 . United Stataa Boualog Aut hor i t y loa~ 
7. Teanaaaaa Valley Autborl t y 
e. Ru~l a~aotrl t l oat loD 
v. Marltt.a eo.aloalon obl p conatruc tlon 

10. PIIA loan• u4 areata to public bedlaa 1 1 
ll. RIC loau tor aelt• llqu1dat1Dg public work projeota=t 
l2. Atrorart, o!'dnaDoe, and ooaat detenea axpet~41 tures or t h e Af'fll'f 

13, Alror&tt, ahip cooatruotloD and repolr, ordo~noe , ya rds and dooke 
axpMdtwrea or t ha NaTY 

!J Tbaoa papata are not bud.&• tar'! axpaadl turea un~ar preaent -rr.ovry aooOWI~-
tac prooe411N. ..., 

!/ Tbaoe payaenta are olllr partially l>qatary axpaD41 tveo uader P"' 
Treaaurr aocOWitt .. prooe411N. 
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1Datl tuUou 
1, Reti~~a~~ol"' opontlou ot tbe lloaa Loaa G7a\~ 
a. Rett~~a~~o1D8 opnattou or the J'ederd Lai04 a...J<e oa4 LaD4 But 

o-taeioaezC/ 
3. Oepital lDYoataeat Ia bu1141DS a nd looa ••f90latloaa by the BOae 

l.oaD IIJ'•t• aa4 41-r.otl.y by t he 'l'renu~ 
4. RJ'O 1oaaa t o aa4 oopltal lll•eataeate 111 baalte, luu....,. _,.uea, 

bull41DS &ad 1oaa aaaoolatlou, aortaae• ooapaaiea, eto .~~ • 
n- lloa•o .. h ex;peodltarea, piU'Oho••• ot own aeouriUea, u4 .., ... 4nuree 

of uaoerta1D atfeot 
1. Bati&D4a or tall .. 
2 , Traaata" to turet aooO\Ulte 
:1. Debt reUraoot 

!J 'l'b.,e pa;ranh a r e DOt bu4ee tarr ._,.,,11 t uree uader praeeat 'l're .. ury aooouat• 

lac prooe41lre, 

Regraded Uclassified



Recolptal (ranked t~ moat dopreaaing to looet dopreealne) 
I- Taxea on low-lnoo.e groupe or directly on ooo~ptlon 

1. loco~• tax on oaployoea (Title VIII, Social Securi t y Act) aDd 
~loyeoa' ahara ot Railroad ~ploy.oent Ooapeoaatlon t axea 

2. lndiTtdual incOlle tax on net lncoaoe below .,,000 
3 . Liquor eod tobacco taxes 
4. Vecuraoturore• eiolee taxes 
~. ~laeallf4eoua taxeo 
6. CUs tom.:! 

11- Texas on buaineao units le•iad as o d irect coo t or doins bueioeae 
l . Tax wtth r oapoct to employment (Titlo VIII, Social Security Act) 

and employers • aharo or Rellrond Eopl oymont Compeneetlon taxoo 
2. Tax on amployere or otsht or ~ore (Title IX,_&octal Security Act) 
3. Contribution• to atato UDBQploygent reaor.ee!V 
4. Documentary , etc. , ataap taxea 

I II- Texas on buainaaa nat I ncome 
l. CorporeUon Income tax 
2. BXcasa protlta end oop l tal stock tax 

IV- Repayments or lonna 
1. RlC loena to financial lnatltutlooa belonc to ca tegory V below 
2. Homo loan ayatao loan• to building and loon oaooclntlone belong 

to cetesory V bolow 
3. Rapoymente ot li>LC end l!'em Cr ed it mortgat;ea belone t o ca tegory 1 

o.bo•• 
' · PIA and arc loo04 to public bodies bftT 8 been llquldotad ror the 

1000t part by aala In tha open ""'ri<et and honea belonc; to 
category V below. 

v- Taxaa on h1£)1er-lnco:oe groupa 
l. Ind1T1dual i ncoce ta~ on net lnco&ea oYer t~,OOO 

2. Eatata aDd alrt t axeo 

VI- ~lacell&Aeoua roool pta 
1 . Intereet, teee . ~alea or aervicoo , re~te , etc. 
2. Repayment& of loveotaeots and eeloa or lando aDd other Governmont 

property 

!/ Tbe total coat or lapor te Ia a wtthdrawd r..- tho t low ot doaootlo pur­
obaolag power. Til• part o r tile ooet repreoalltad by cuotoaa eo•• to tile 
GoYera.ent, t he reaalader to rore1gaera. 

!I Thoae recelpte are no t budsetory reoelpta under preeeot Trea•ury aocount-
1 og prooeduft. 
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Draft A 

I am appointing a Fiscal and Monetary Advisory 
Board whose duties will consist of oanvass1ng syste­
~atically broader problems of fis cal and monetary 
.,olici es in relation to national produc tion and na­
t i onal income . 

Thi s Board i s to consist of t he Secretary or the 
Treasury as Chairman , and with him as members the Chair­
man of the Board of Governors of the Federal Reserve 
Sys tem, the Director of the Budget , and the Chairman 
of the Advisory Committee of the National Resources 
Committee. Eaoh member of this Boa rd may name an alter­
nate from hie a~ency t o s erve with hi m and in hie place 
i n his abs ence . 'Phe Board wlll have no poorera- aruL no_ 
author'ty. 

The Board will study the whole r ange of problems 
associ ated with the r elation of fiscal and monetar y 
>)clicy to the requirements of a sound and orderly re­
covery and thA conditione essential t o an enduring 
prosperity. On the basis of studi es relating t o theee 
oroblems ineti tuted by 1 teelf and by their agencies, 
the Board will from time t o time report to me i ts find­
i ngs and r ecommendati ons. 
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Effect on National I ncome of Principal 
Bud~et Olaeaitioetiona 

I. General Approach 

From the standpoint ot the etteot8 uP,on the national 
income of the ve.rious classes ot governmental receipts end 
expend! tures, the most usetul illUilBdiate ar.proaoh is to 
apr lY the touchstone : Does this class ot receipts tend t 
reduce current consu~tion or does it tend to reduce pec ~-
1~ry capital accumulation; and does t his class of eA~en~­
~::re ::-cpresent a true cost ot government or does it repr esent 
>ierely a traneter of income from one class to another• d 
1~ t~e latter case, does t his trsnster stimulate con~ a~i~ 
or yecuuiary capital aocuculati on? "'!' n 

By 1 pecun1ar:r cap1 tal aocumula tion• , as the term 1e 
ueed 1n thi s memor andum, i& mear.t the amount by which the 
~aoney eA-pen,u tures of any individual or oorporat1cn faJ.l 
st.crt of hie or itg money 1ncowe. The ~ount 80 saved 
fl•c.m current consumption may be inve sted by the indiVidual 
o~ JOrporation in physi cal ca~ital e oods, c.r it may be 
allowed to accumulate in money or bank depoe1ts , or invested 
in securities. In the latter case , it may or may not tind 
final investment in physical ca'!)it91 goods , depending uoon 
tt.e eot1one ot the banke, ot the pArti es from whom t h e · 
securitieo a re purchased, and of others more remote. 

In times of tull employment, most or all pecuntar.r 
capital accumul3ti on result s in investment in reaJ. cap ital 
goode. In times of widespread unemployment, a lP.rt;e portion 
or it may •run to waste• and so turther agwe.vate the exlnt­
i ng deprea81on. The individual or oorpor e.tion accumulating 
pecuniary oapi tal oan never know and i a not d1rectl:y con­
cerned wi th the t1nal social resulto of his or 1t8 acCUmula­
tion. The Government, however, 18 v1tnllY concerned with 
these results, and tor this reseon an anal:y8is ot the effects 
ot different categories ot receipts and expenditures in 
ot1mulating or r epress ing consumption and pecuni ary capital 
sccumuletion, respectively, is ot vital importance 1n the 
adoption ot appropriate and flexible fi scal and general 
economic policie s tor the treatment ot booms and depressions. 

The que stion of whether a dollar of deti oit-fine.noed 
Federal expenditure creates 111ore than a dollar1 a •orth of 
Mt1o118l i ncome when expended in all or in certain channels 
l . e., the question of the • multi plier• ao- cnllcd -- hse been 
reeerved t or tu.rther study and is not treated in this 
~enorendum. 
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In the following outline and d1eoueeion, oonYen1enoe 
d1otatee ~~e uee of etra1gbt deolaratiYe eentenoee, when in 
1110.11.)' oases the statements should be reprded as contentions 
t o b e eotabliehed, and preferably measured quant1tat1n17 
:)r disproved, rather than ae pure affi~tions. ' 

II. Tax Receipts 

From our present standp oint, the principal Federal 
taxes may be diYided into two cl asses: 

( l ) Taxes that tend pr1~~arU :r t o ourta11 current con.­
sumpt1on: 

Exo1eee. 
Proceee1ng taxes. 
CUstoms du ties. 
Payroll taxes. 

( 2 ) Taxes that tend primarily t o curtail pecuniary 
cap! tal a oou11111la tion: 

Death a nd g1ft transfer taxes. 
Corporat ion income taxes. 
Individual income taxes. 
Und1etributed prot1te tax. 

III. !xpend1 turu 

rroa our present etandpoint , the principal Federal 
expe nd1 turee Jllll3' be d1Y1ded i nto the f ollowing al.aeeee: 

(1 ) Regular operating expencUturee, exal.udve of 
public works and interest on and reductions in ttte public 
debt: 

'l'he ordinary coat. ot goYSl'lllMnt, oone1et1ng 
prinoipall7 of salaries and supplies, do not a1tt­
n1t1oantl7 afteot the publiebed t1suree on national 
income durlns periods ot tairl7 full eaplo,..ent. 
!hie ie beoauee, un4er euoh oon41t1one, ellp].o,...nt 
with or ealee to the OOYemMDt 11&7 be oon.S.dered 
ae eubetltutlon&rT tor rather than add1t1Ye to 
corresponding e~~plo,...nt iD or ealee to pr1Yata 
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induet1'7 and beoau .. the publiehed t1gurea alwqe 
take the eel'T1oee ot g01'ernaaent into the national 
inooaae at exactly What they coat. In times ot 
w1deepread uneaplo)'lllent, an expan1ion in the ord1-
n&1'7 ooete ot government would 1noreal8 the pub­
l1ehed tiguree tor the national i nooae. 

It should be clearly borne in 111nd, however, 
that, to the extent that the e:Kpeneee ot govern­
ment are expanded or tail to be contracted because 
ot i nett1o1enoy, the real national i ncome, i n 
ter11e ot oonwmere' ei:fritaotione, ie not accurately 
expre11ed by the oo:ruted national i ncome, i n the 
calculation ot wh l o it le a neoeeear7 atatietical 
conventi on to consider the value ot the aervicee 
ot government to be equal to their coat. 

In general, the ordinary eervicee or govern­
ment present an unproll1aing tield t or the conecioue 
introducti on ot tluctuationa in current expenditure• 
w1 th a view to intluenoing the national income . It 
ie beat that the only oonsiderat1ons should be the 
neceaa1ty ot the eervicea, or their value to the 
publio, end the coste ot rendering them, and that 
they should be rendered in the moat ett1cient -­
i .e., low coat -- manner posei ble . An expansion in 
the coat or general government brought about during 
a period ot depression tor 0pump-? ric1ng• purposes 
would be likely to prove an incubus dl1!'1ng a subse­
quent period or prosperity. Even 1n the t1eld or 
ord1na17 governmental cost s , however, a certain .Unor 
degree or tlex1bility is possible, ae baa been 
evidenced rrom till!e to time i n the Treasury' s poliQY 
ot bunch1n~ orders tor moat o! a year ' s supplies in 
p er1oda or acute weakness in business. 

(2) Public works and purchases or capital goode: 

Variations in the expenditures on these i tems 
to act in euoh taeh1on as to com~eneats in eo~e 
measure tor opposite tluctuAti one in orivate i ndustry 
are clearlY desirable. In periods ot f AirlY tullt 
emoloy!llent expend1 turea by the Federal Govsrnmen 
1n. these tielda 111&7 tail t o add one cent to the 
national income; whereas, in other perio~tuaev:; 
large tr&oti on ottit~~ee~t~:~ ~~:i~~~~ ther 
conceivably c~n• 
national 1nooae. 
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(3) Intereat on the publio debt: 

'fbl.a type or expenditure larpl7 rapreaente a 
traneter or inoome trom one olaee to another. !hat 
part or the interest on the publ1o debt wh1oh 1a 
pa1d to oot~~mero1al. banlte llaJ' tor eome purpoeee be 
regarded ae a ooat or mainta1nin« 12le banlt1ng e7e­
tem, and eo 'Ill ti• tel7 41 Terted in large part to 
oonewapt1on throu~ the M41ua or dlabureemente tor 
banlt1ng expeneee. The reet tende to promote peCUD­
iar,- oap1tal aoouiiLilation, whether 1t be paid to 
1neuranoe oo.-panie e, eartnge bank&, or to weal. th7 
ind1Tidual rent1era. In gener.~, eo long as a e1g.. 
n1r1oant rraot1on or the public rennuee ie deriTed 
from taxee on oonau:~~pt1on, the greater the aaount 
or intereet pa7able on the public debt, tbe greater 
ie the eti.ulue to p eouD1ar7 capital aooueulation: 
t or tile pAJ'Mnt ot suoh intereet tende to oonet1 tute 
a transfer or inoo.e rroa the lower 1noo .. groupe 
to the upper inoome groupe ot aooiet7. 

(4) Debt retirement: 

Actual net expend1 turee tor debt retlreaent out 
ot current tax reoe1pta tend t o d1Yert national 
income trom ourront oonaumpt1on to capital aoauiiLila­
tion, when an:r a1gnitioant traction ot the P'edaral 
reYenue a is obtained trom tha taxea on oonaUlllptl on. 
Debt retirement pella the Yoluae or tunda &TaU­
able tor pr1v~te capital 1nnateent. It such addi­
tional tunda are llllde aYa1lable during periods ot 
atrain in the oapi tal -.rkeh, the etteote upon tha 
national inooae a.re probabl7 taYorw.ble. It, on the 
other hand, debt retirement takee place at tlraee 
When a large Yalu118 ot addl tional inYeet•nt tuDda 
a1ready e:d.ate, the etteot ia likel:r to be a 41m1nu­
tion 1n the national 1noome. The tlalng and YoluM 
ot debt retirement and their relation to the national 
1noome demand the moat oaretul etudy. 

( 5) Direct reliet and work rel 1et expendl tureal 

Under a bBl.anoed budget, axpendl turee tor th888 
purpoeee tend to pro110te ourrent oonaullptlon, and 
therefore under oondl tiona ot aubnoraal buslne .. 
a ot1Y1tJ' the:r tend to inoreaae the national ~~come. 

• aura und•r auoh oood1t1one, ..... ,. 
In 111portant •• 't the national 1noo118 troa 
represent tranatere o 
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mentbera o! the un"Oer income classes to members or 
the lower income- olasees , or the "Oayment to the 
lower inco::le classes or I'll\ tlOMl i.noome which mig:ht 
oth.erRise not have existed. They should not be 
oonaidered a s true coste or government. 

'1/han tax revenues are inadeouate and such 
expenditures are financed by borrowing, t~eir direct 
e!!eote are strongly i n the direction or increasing 
the nat1oncl lnc ~me. This 1a true even if the 
aecur1t1ea ia~~cd. are sold to bona fide aavera, !or 
the latter in many caaee would otherwise have merely 
hoarded their pec~nlary savings. Tbe effect ie oore 
pronounced when the obl1ga~~ona issued t~ finance 
theoe expen:U.tures arc purchased by oo!IIJDerclal banks, 
f or in this case there 1a a net er.p~~s1on in the 
volume or effective currency and substantially no 
diminution in t.."'e volUI'l!l or !undo available !or 
inveat:nant. 

The indirect errocta or def1ci t expend! t-Jres 
tor direct reli~f and work re l ief are mora debatable. 
It io contended by some that s deficit so occasioned 
exerts no ne t stimulating efteot ~:pon the national 
incom~ ~ecauae it inhibits investment exoend1turee 
or the same or ~ven greater al'lount by private 
buo1neas. 

The contrary 1e also rontended. It is held by 
s ome that capital investments respond tar more 
d1 reotly to i mmecUa te coniiUmption demands thrul to 
remoter psychological influences; and that the 
inoreaae in oonsu~t1~n Which i s engendered by 
detici t ..,en~ng therefore otimulates capital in­
vestment. 

Varying measures ot truth no doubt reside i n 
bo~h contentions as applied to different parts ot 
our eoonomlo structure; and both merit careful stu~. 

(6) Sooiel security expenditures: 

~xoept tor the admin1etrat1ve costa involved, 
the cash ou tlaye t or social eeouri t'• e;\-pE'ndi turee 
1 11 r~:;ely represent tranatere of income f rom ·one clase 
t o another rather than true coste or government. 
7be11e cash' outlays likewise tend to stilll\ll e..te current 
conouu:ption rather tban capital acculllUlation. 
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The non-cas.'l expend! tures tor social secur1 t;y _ 
notably app::oopr111t1ons '.:o the Ol d- Age Resern Account 
which are met by trans::'ers to that Account or inter­
set-bearing Government securities-- are 1n a differ­
ent olaee, however. When the budget 111 toraallT 
unbalanced, these non- cash expenditures should be 
deducted from the net def1o1t in order to arrive at 
t l•e true current cash defic1 t . The nat1onlll. econoi!O' 
obtn1ne no stimulus f rom a n~n-caah deficit expendi­
ture. In other words, eo f ar as effects on the 
nat i onAl inco~e are concerned, the only social eecur-
1 ty expend! tures tba t count a~ the cash expenditures. 

IV. Borrowing 

The national economy i e affected not only bT the sources 
o: federal talC receipts , the kinds and amounts or Federal ex.­
rendi tur e s, o.nd tl:e a~ounts of Federal deficits and surpluses. 
I t i s also infi uen~E'd b7 the character or the deficit t1nano-
1ng, and, a s su~gested in the preceding, by the timing and 
volume or debt retirements. 

In the yearn 1933 to 1935, inclusive, the Nation's 
econon,y was sutfe!'lng fro~:~ n shortage of currency media 
beceuse or the p revious drastic re~otion i n the volume or 
bank deposita, a reduction occasioned by the great deflation 
or bank loens. Under such c1roumetances, it was hle;bl7 desir­
able tor the Federal Government, in issuing securities, whether 
tor new money or for retundir.g purpoeea, to i ssue them in suab 
form and w1 th such msturi t1ss as would particularly attract 
bank l nveatillent. The purchase by OOIIII:eroial banks Of Gavern­
'"ent securities would add to the vol ume of bank deposite. 
Under suoh o1rcumatancea, 1 t was natural, therefore, that the 
Treasury met a large part of its noede through the offering 
or short-term eeourltlea -- 1n tbJ.s oaoe, Treasury notea and 
bills. 

A little later, when the volume or bank deposits wae 
l' &ato1·ed to 1929 levels, and it was desired to tap part of 
the l arge volume or idle and fr1gbtened investment tunde of 
institutions and private individuals, longer-term aeour1t1es 
were offered. 
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Possibilities of Inoreaoed FleXibility in 
E~ndi turea and Recsipta 

~ 29 

Greatly increased tlsXibility in the timing of expendi­tures and poesibly in receipts would be highly desirable ln the light of the experience of recent yeare. 

I 

As reapeota expendi turea: 

(1) Ou.r preVious exper1r.nce IUggeats the deairabi11 ty of procuring substantially uniform enabling l eg13lation on the pnrt of State and local governments that would· permit ready participation in national spending pr ograms. However much or little subJect t o criticism on other ground~, it is generally oonoeded that statutory obstructions aerlouely . impeded many public bodies in their efforts to utilize the P.w.A. program. 

(2) A perpetual inventory of desirable proJecte, Fed.­eral, State and looal, abould be maintained by some Federal bcdT and variously orosa-claasified as to tYPe, coet, time neoeeeary to complete, types of labor and materiale required, distribution of total coats between direct labor and matal'­iala, etc. 

(J) Analyeis might wall be made of the possibilities of articulating proiPective State and looal public worke proJects with proiPective Federal pr oJects into a oo~re­henshe but tleld.ble l ong-range program whloh would be capable of ready inauguration and susceptible to ready cur­tailment. Tbis 11187 well in<rolve the d1V1aion of nearly all proJects into small unite, one or more of whlob can be inaugurated at a ~iaa. 

II 

Aa respects reoeipta, the ditt1oulty ot accurately determining inoo• chlri~ the period i n whiob it 1a being earned _ delays in the receipt of <rarioua billa, i nnntory adJuetlllenta depreciation, etc. - and the great complexity ct the laws' and regulat ions, conspire to make it difficult 
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to a chi eYe anT p-eat l'8.JIP of nexlblli t:r in inoo• tax. a. nex1b1l.i t:r in inoo• tax reoeipta there ie, 'but it ia an uneougbt nenb1lit;r ar1aing out of nuotuatione i n talrable 1ncome. 

Greater nenbi.lit;r ia poea1ble in the field of exoiae t axee and the like, 'but there are i111portant e oonomo obJeo­t1one to frequent ohanpe in auch taxeet Co-.odi t1ee differ cone1derabl;r in the elaetic1 t:r of their de:and echedUl.ee. The cocpetitiYe relationehip exieting between different products ie oo..onl;r disturbed by new sxoiee taua beoauea ot th1e fs ot and nua e.rou e and often ooetl;r readJuetMnta are required. 

~erbape the 11101t practi cable and du1rable t:rpe of flexibility with reepe ot to tax reoe1pte would be aoh1eYed u· the proper authoritiee were given the power to ra1ee or lower either 'lhe normal income tax alone or all inooae tax rete• un1fol'lll.y wi th1n a range et1pulated by Oongreee. 
I t ma:r be noted that over-all nenbUi t:r in receipt a 1a achined in at leaat one aenee and i n one d.1reot1on b;r the abilit:r of the GoYernJDent to borrow • 

• 

Regraded Uclassified



·. 
TREASUR Y D EPARTMENT 

PUBLIC HEALTH SERVICE 

!lemorandlB i'or the Secretary: 

WASHINGTON 

lioTellbe.r 1.4, 19)8 

(Tbrouab Adainietrat1Te Aeeietant lilli&a R. McReynolda. ) 

Foll.owiD& a telepbone conversation with l(r . 

llcReynolde today, I hasten to foi'W1t.rd f or your information 

a copy of a communicetion sent to tbe Preeident on Noveaber 

7tb in response to a aeaorandua troa b1a dated liov•ber 2d, 

It ia regretted very much ~t through an inadvert-

enee a copy of this comaun1eat1on na not suboitted to your 

office. Ple&M accept wr:1 apologies. 

---:::::=;> 
r..c.. ...... --~~ 
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(J November 7, 1933 

\ 

tq dear ll,r, Proo1cl.ent 1 

I han :rour •e110r8Mum or November 2 in ""lch :rou levi t o "'Y 

att •ntl ~n to th~ oroble2 which has arioen out or t he migration or 
r eol1ento of Puer to Rico t o New York and other centers where cany 
of th~~ bee~~~ either nublle charge• or oubjecto for medical car~. 

Since reol dento of Puerto Rico are eltl•ens of the Uni t ed 
Sto tes. t hey ar o not oub,1eet to the &!'Plication of f ederal l aw 
~ov•rnlnF imml,r~ tl on or ali eno t o t he United Stateo, nor ar e the:r 
•••b.J•e ~ t o the federal oua.rantine inspection apolied to ner•ono 
~rrlviQ€ In thla country on veesels from forelen norts. · 

the Interstate Qu&rantlne Regulations or the United Stateo do 
not •ro~!blt th~ t ravel of diseased nereono fro: one State or !errl­
tor,· t o another except when the lndl~dunl Is lnfeetod ~itb plague. 
eool era , ooallpox, :rellow fever or t yphus fever. On the contrar:r 
t r ••• •egulatlona l!'eelflea.lly permit the l11tenta te travel of 
di seas e• person• oven thour h t hey ~v be eurferl~ from communicable 
ln f rct lona o thrr thnn the five diseases to ""lch r eference hAe b~en 
~•~e . nrovlded t hA t ouch persons observe certain rules . Thee• rulen 
rPou l re t ha t a nermit b~ obtained from the henl tb officer at t he 
-oin t o: 1eparturo and at the Int ended de•tin~tion and that the 
tr~Y•le r ~hall obe•rve eertpln ~recautlono ~hllP In transit . 

·ner P ~roopeetlve migrant • f rom Puerto Rico known to be auf!er­
!cr ' r oa eo~leabl• diaea~~$ cay be Involved, ehe transnortat lon 
C?~anle£ arp ~rohlbltPd troQ acceotin& such neraons e s neeeentera 
unlest t he Interotat r ~rontlne Regulations be observed. The dl!­
' l culty in t he enforcement of t his r eoulrement lies in the f eet th~t 
t"e trano..,ortpt \on oomp~llJ' haa no • a:r of l'.nowl ng •ben t t.e naoeenger 
\ ~ euffer1ng from a communicable dise~ee unloen every person be sub­
l•et•d to a t hor<>U/dl ohyelcal examination prior to embar i<ation. The 
~ro~ltm la 110 r e elaple, of course, .bere the Individual Is already 
·•n1-r , uaro•ntlne In th~ State or Territor,. from which he pronouo to 
t r• Y~l. aod whe r e e rel•aoe from the local health officer woulcl. be 
n~eecs&ry be!or~ he could tra• el . Rowe• er. ~ ease& o! co~teable 
!l • eaee . such ao t ut erculoola end oyphllh , do not beeoce !cnown to 
t • ea.l t~ aut hor ltleo. Obviou•ly the oubJectlng or all r eroona 
t ra7ell~ f r om one State to another to a phyalea l examination - -
•v•n if I t wert procticable -- would r eeult I n a otorm of 9rot eot 
f rom t he c1t l aena of the State&: snd t he r e ate~• t o be no tenabl e 
.-roun;l for dlecr lalnoth¥' ng~~ ln st e1t1un• of Puerto Rico b,v r.qulr-
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ln& ouch a phyaleal e:raalDAtlon at either the port o! departure or 
the port o! arrl .. l. 

The Interotate Quarantine Regulation• do not place &n7 reotric­
tlono whatever on the interotat~ travel o! peroono .uttering fro• 
noncommunicable dloeaeeo. 

It io ~ belle! that the situation to which JOU have re!err~d 
eon be met moat aatia!actoril7 b7 strengthening tha facllitie• for 
haBl th protection in all of tho Statee and Terr1tor1ea and aiding 
the Statea and Territorieo in providing adaquato facilitiea for 
medical care and hoopltelhat1on. llhen all of our Statea and local 
co!liiDWli ties shall have adequatel7 pr<>'fided ouch f aeill t1ea I belle.,. 
t he tendency o! t he poor to IDigrate in oearcb or aedleal care aDd 

ho•pltali~ation will be ~reatl7 leaaened. 

Very olncerel7 70ura, 

(" ,, .,., 
Surgeon General 

The President, 

The Whi t e Rouoe. 

C 0 P T 
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IC1 4ear llr. Pnelda\1 

I han 7 our -randua ot WoYeaber 2 l n ""tcb 7011. lnYlh 1Q' 
at\.n\lon t o the probl .. Whioh hae arleen ~t ot the al«ratioo ot 
r .. uenh ot J'u.erto llloo to '" York aDA ot her centere Where D&D7 
ot t hea beooae either ]lllblic cherc•• or eubjeoh tor Mdlcel cere. 

SiDoe ""'•i4"'te ot hart., Rl oo are cl\hene ot \be tln\\e4 
Sta\ee. the:r are DOt eubJeet to the application ot federal law 
co•emlnr. l•lP'I'Uon ot all&De to the 11nl\e4 Stah o, nor are th&~r 
r~bJeot t o the federal quar&~~Une i nepeoU on applied t o pereone 
a r rlrltll; in thh COIIJI\1'7 on ""'le h-oa t oreicn pcrh. 

fhe Jnteretate ~tine R~latlone of t he United Ststee 4o 
not p rohibit the t~•el of 41eeaeed peroono !roo one St n te or !eJ'J'l­
t or'T t o another exce~t ""rn th~ lndlvlduo1 \ e I nf ected rlth pl~, 
chohrlt , -llpox, yellow fn e r or t rphuo f e•er. IJn the contl"AA'7 
theu r egulatlone opeelf1oall7 P"n:llt t.ho l nteratl\te t""v"l of 
dhea .. t per eone even tboul"h tho:r ~ bo IU!ferlne f rom co...,.lcable 
lntectlono other then t he fl•• dleeaeeo t o which ref erence boo been 
llll4e, p ronde4 that such pe roono oboerv• certeln ru.lu. Then rulee 
require that a permit be obtained rroc t he he!!l tb otfl c pr a t the 
polnt or departure and at the l nten4ed deetlnatlon ond that the 
t r aYeler ehell observe cert&l n pr •cautlone whl l • In tranel t. 

"'ihe re prospect! •e elgrnnh f ree Puerto Rico kncrm to be w .tteP.. 
lac h-e• o~cable 4lee&o•e '""7 be lnvohed, the trM~orteUoo 
co~~pe~~lu are probtblted froa nccertlf¥: euch pereono ao ~uencon 
unhu tho ln\erotate C(\UruUno R&«UlaUone bo obeorved, 'l'ho 4lt­
f1cult:r In tho @llfore-t of t hh r equl re•nt lies In the root the\ 
the traaepor\A\IOD COIIIP'UIT bat 110 wq or lcnOYlD« ""on t he paueapr 
h eutferlac h-e• a c-lcabh 41eeaee Ullloea •••"7 porooa be eub­
J •ct•4 t o a tho~ pbT&1oal oxaalna\1on prior t o .. b~<atlon. !he 
probha le acre 11..,1e, ot _...., 'IIbera tho 11141Yidual h alrea47 
under q,..ruUno I a the Stah or !err! \o1'7 !roa Whlob be yropo .. , to 
troYe\, eD4 When a releaee h-oa the l ooel health of'rtcer would be 
noceeear:r before he ooald tra•ol. RowoYer, a&DT oaeeo of ooaaunloable 
4l .. aae, euo11 • • tubeJ'ftloeh and oJPh1lh, do not beooae known to 
t he health 1111\hnt tho. Obdouel.T the eubJeeUac of ell perooae 
tra•ellnc tro. one Skte to -\Iter to • pbT&Icel ODDlna\loa --
.,.., tt 1\ wet'o praoUoallle - ~4 neul\ In a d ora et protu\ 
h-oa the oUlaeoe of the fta\ee : aad \hero ee- to be no tooable 
ltJ'Ound tor 4toorlalnatlnc aplaot oUheoo of J'u.erto Rico b7 rooulr· 
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lac-" • ~l-.1 _. .. uoa •• oua..,. Uw por\ or 4opanu. or 
t ho port or arrhsl . 

'!'be Ia\ereta\o Quna\lM lopl.aUou 4o Mt plMo .., ronl'le­
ltODe *atwer oo Uw lDten\oh trnel or ~ ..rterlac ,_ 
ftODCO-loable 41-oH. 

t\ h ., bello:!' \bat Uw eHuaUou w wll.lob J'Oil ha.,. re:terro4 
caD be ut .,., eathtao\ol'll.T b)" etl'eft«\hODlD« tho :taoUUle• tor 
health protootloft l ft ell o:t \be Statn aa4 Torritol'lee IID4 al4lac 
the States aD4 fei'Ti\ortee ln proY141Qs .&equate faollltlee for 
..Ucal care aD4 ~oepltalhaUon. 'l'hen all ot ov 1\aho IID4 1-.1 
co-'. \toe oba.ll han a4ttqU&to4' pi"''rlclo4 ..aob rullltln I bollwo 
t he t~~nct ot tho poor to alr.ote l n aeuch of M41oal caft aa4 
hoopltalha\loo wlll be v-nT lHe..,ecl. 

fery el ncor@!T 7011re, 

!ur«•.,... General 

COPT 
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THE riHITE HOU:.E 

IIAl>HIIIOl'OH 

lloveaber 2 , 1938 

.u.IORAHDIIil FOI! Dl! . PAIUWI: 

11'111 you let me have a toe.or&Ddua in r egard 

to the following problem: 

Many people are coming to Hew York end otber 

centers from Puerto Rico and ei tber becoming public 

cbargea or subjects for medical treatment. 

I llDderstand you have talked with Governor 

i1ineh1p in regard to this aDd I am wondering whether 

you would care to u.lce any re!:.,_ndat.iona in r ee;ard 

to inspection of arrivals from Puerto Rico , based on 

public health . 

f . D.R. 
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November 14, 1938 .. 
t.iee ting at t he Wni t e House, dictated by Wr. Oliphant. 

Present: 

Secretary l!orrenthau 
Assistant Secretary Louis J ohnson 
Harry Hopkins 
General Craig 
!.!r . Oli ohant 
General' Arnold 
Colonel Burns 
Mr . Robert Jackson 
General llarshall 
Col . Watson 
Capt . Callahan 
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Report of conference with t he President on 
November 14th , v:hioh befian considerably after 2 o'clock 
following t he Secretary s luncheon with the President. 

It opened with a n extended statement by the Pres­
i dent i n which he outlined briefly t he aeronautic equi p­
ment of our forces anc the protection caoaclty of our 
present plants. 

He followed this nitn a statement of his beet 
inform~tion conc9rning the European situation on Sept em­
ber 28th , as follows : that France had leso than 600 
planes it could put in the air; that England had from 
1500 to 2200 such planes; that Germany had from 5500 
to 6500 first line planes and about 2000 second l i ne 
planes ; that Italy had 2000 first line planes and 1000 
second line planes . 

He checked his figures against t hos e of t he Army 
and t here was general agreement except t he Army was in­
clined to put the number of Gerroan planes 1000 or 2000 
hi gher than did t he President. 

The President fl~ther oointed out t hat present 
produc t ion i n Fr ance was very. low with little s i gns of 
increaee and prese nt production in England was some but 
not much better. 
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The Pr esi dent then pointed out that the recrudea­
ence of German power at Munich had completely reoriented 
our own international relatione; that f or the first time 
since the Holy Alliance in 1818 the United States now 
faced the possibility of an attack on the Atlantic side 
1n both the Northern and Southern Hemispheres. He said 
this demanded our providing immediately a huge air force 
so that we do not need to have a huge army to follow that 
~lr fo rce. He considered that sending a large army abroad 
was undesirable and poli tically out of the question. 

The President's next poi nt was that ln 1917 it took 
t he United States 13 months after ito declaration or war 
to put ~he first plane on the ba ttlefront in Europe. The 
c1rcunetanoes then prevented that delay being disastrous. 
Hereafter there would be no such period or grace. We 
nust have resources, plan3 and equipoent for putting a 
large number of planes into actual operation at any time 
on short noti ce. 

He said there was a second reoaon why cre had to 
have a large supply of planes and i n this connecti on sig­
nificantly said, so far as I onn ramenber his exact words, 
"I am not s•tre no~> I am oroud of what I wrote t o Hitler 

:::38 

i n urging that he sit do~ around the table and make peace . 
That may have saved many, many lives now, but that may 
ulti~tely result in the loss of many times that number 
of lives later. When I write to foreign countries I must 
nave something to back up my \'fords. Had we had this summer 
5000 pl anes and the caoaoi ty i mmediat ely to produce 10000 
per year, even though I tn1ght have had to ask Congress for 
au t hority to sell or lend them to t he countries i n Europe, 
Hitler would not have dared to t ake the stand he did." In 
a simil ar vein he el abor ated the proposition that our 
forei gn policy needs 1mplenentation. 

He then went on to point out that our only i mportant 
need was anti- a i rcraft equipwent of the mobile sort and an 
abundance of aeroplanes. He eeid there was little need 
of more battleships, forts, military posts and amnunitions. 
He poi nted out that during the entire World War we fired 
an aver age o! only one- half round per American gun. 

Wi th this introduction the President asked the A~my 
and Navy men how many planes they thought we needed. b-
v1ously they had not been thinking in terms of figuies as 
large as the President had in mind, but t he discuss on 
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ended with agreement that we should have 10 ,000 with the 
capacity to produce 20 , 000 per year and, tor polit1~al 
reasons, should ask Congress tor 12,000 and 24,000 respect-
ively. I n hie further discussion, the Pr esident said we 
needed 10,000 tor the Atlantic and 2 , 000 tor the Pacific 
and the Canal a.rea. Arnold and 14arahall agreed with this 
extension or t he figures. 

The President then stated that the average capaci ty 
ot our l arge aeropl ane plant s was about 1200 pl anes per year; 
that i f we gave them orders for ?,000 or 8,000 ol anes thAt 
would not be enough . There was need tor Government owned 
and operated plants to give a capacity or 10 ,000 or 12,000 
planes per year and that the ooer ation of such plants should 
be tried out in peace times. He stated t hat ? Government 
plants should be bui lt , all to be equiPPed with the heavy 
machinery not l i kely to be antiquated within 10 or 15 year s; 
2 should be tully equipped and put end ~ept i n operation. 
He poi nted out that they could be built on Government land 
and everywhere except i n Birmingham, Alabama, and tha t old 
funds already appropri ated were available to pur chase the ~ 

land at Birmi ngham. 

He then pointed out that the oteel plant ~hich we 
built i n West Virgini a to prevent the steel compani es from 
charging t he Government excessive prices on aroor plate 
had tor 15 years remained in such condition that it could 
go into operation i n 30 days and could still be put in 
operat i on with1n 3 or 4 months. 

There was much discuss ion of t he probable cost ~! 
these ? Government plants . The Preside~t start ed with 
a figu r e ao low as il ,OOO,OOO and finally agreed to di s­
cuss the oroblem on t he basis that the ? pl ant s would cost 
~?0 ,000 ,000 . He pointed out that Hopkins could build 
these ol anta without cost t o the Treasury because it r.ould 
be work relief which otherwise would have to be provided ln 
any case . 

The President then laid great stress on the neces­
sity tor drawi ng a sharp l~ne petween aeroplane development 
and des i gn on t h e one hand, and aeroplane production, on 
t hs other hand. He insisted that when a de! ign had b!~~h­
agreed upon , i t shoul d go into produo~ion r~te~ ~~~r~hat 
out any chang~_dur1ng tthhaodt P~~~o~~nera~ i~nold added t he 
this was the ~rman me • makes 
signi f i cant tact that i~ ?ermany a single company 
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all the tools and dies for all t he plants whi ch h 
said would hnve to be done here if we wer~ to get.~nter­
changabili ty of parts which is necessary for large scale 
production. 

much 
fore 
went 

The President then raised the question as to how 
he would be Justified in doing on thP program be­
Congress had a chance to act on it . This question 
unanswered. 

He then said he had asked Jackson to do some work 
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on the legal phases of the procurement angle of the pro­
gram and , at this point , the Secretary handed the President 
my memorandum listing 11 possible methods of oreventing 
the run-up of prices. Before reading it the. President 
pointed to our unfortunate experience durillll: the· lfAr w1 th 
t he cost-plue percentage ~ethod and t o our better experi ­
ence ~ith t he cost-plus fixed-~ee method, but mentioned 
its br eakdown where a single article was subject t o many 
turnovers during a single year with excessive profits re­
sulting . The President then read the memorandum after 
I had pointed out that it focused on only one angle of 
t he total pr ogram and its aim was to list all possible 
methods of control with t he thought that some would be 
a ll rig~t in s ome cases and others in others. I sug­
~ested that the cost-plus fixed-fee method worked well 
wnen t ne underlying accounting sy cte~ was s i mple, but 
worked poorly when it ~as complex because then it got 
us into all t he difficulti es we have encountered in 
utility rate regulations. 

Assistant Secretary Johnson t hen referred to t he 
list of f i rms, including the Aluminum Coopany, which they 
oropose to call in Uonday to lay the whole progr am before 
them. It was suggested that since there was a complete 
monopoly of aluminum and since it figured so largely in 
t he program, we mi ght later have to face our attorneys 
in dealing with the Aluminum Company that would be e:D­
barrassed by present conversations . Jackson poin~ed out 
that t he only solution for the alumi num situation was a 
Government-owned and oper ated plant, which the President 
said could be provided in the Tennessee Valley wi th a 
$15 ,000 , 000 R. F. c. loan. 

It was agreed that t he Aluminum Company should be 
invited for the Monday conference , it being intimated ld be 
that if they did no t cooperate, a Government pl snj ~u 
the necessary alternative. Assistant Secretary c son 
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first suggested and t hen 
attend this conference. 
not want to. 

i nsisted t hat the Secretary 
The Secretary said he di d 
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John3on then raised t he que stion whether the 
present Arm:t and Navy budgets, well through the hear­
i ng stage, ohould be withdrawn. The Presi dent asked 
the Secretary for his opi ni on and the Secretary said 
he thought t hat the deci sion depended on the President's 
deciding what he was goi ng to go to Congr ess with i n the 
way of a tax program in January , hie preoent thought be­
i ng that the whole progr am should be laid before t he 
country with nll of its financial i mplications early in 
the session. 

The President then designated Jackson, Burne, a 
man f r om the Navy and m:tself as a Committee to d.evelop 
a new procurement statute . Marshall spoke to me after 
the meet i ng and said he would g ive me the name of t he 
Navy r epresentat ive. 

The talk then turned to dincussi on of traini ng 
the necessary okilled mechani cs. The President pointed 
to t he success of t he Douglas people in recruiting and 
training 9~~ of their help from bri&ht youn&sters t~at 
fill all out t he cost skilled Jobs, leaving only 1~, 
the extra-hi ghly skilled, to be procured elsewhere and 
then referred to t he program which J ohnson is developi ng 
wi t h the N. Y. A. for the N. Y. A. to duplicate this 
performance for this purpose . 

The President said hie final question !'aS what 
he should say to the publi c . He asked the grouo to 
say nothing , but oaid he thought he would give his press 
conference t omorrow the ~ery simple figures on the rel­
ative aercnautical str ength of Germany and_ Italy, on 
the one hand and England and France, on tne other. 
He asked the'secretary what he t hought or t his. The 
Secretary sai d he felt very strongly that any such 
s t atement would be a grave mi stake, because ! t would 
put the President in the position of giving Chamberlain , 
before the world, complete Justification for all he had 
done • that 1f the figures were to come out , l et ;hem 
come ' out from Europe. The President then ~aid, I must 
begin t o loY the matter before the country, and asked d d 
the Secretary what he would eay . The Secr et ary roepon e 
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t hat he should begin to place the matter betore the 
country no he had in his tirst discussion ot the problem 
with t he Secretary, namely , by maki ng a statement ot the 
i nternational and military situation whi ch confronts the 
United States in the Western Hemisphere. 

The President then disclosed t ho plane, next 
summer, tor naval manoeuvere with Army observers, boeing 
on Trinidad and working on the proble1~ ot keeping ott an 
European tleet a t a point well out i n the At l antic. 
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TREASURY DEPARTMENT 

INTKR O,.,Ct COMMUNICATtOH 

4 IMD llyin ot Y. p. L Ou•r-•t 

8 '9N1tr MeW~ W1V She has lttk 

DQe to the aarlcet 'Mille clola4 oil !ut4q u4 Pr14q, the '"'l-
ot t .. 41DC na YeJ7 Up\. !~ V..4 of pl'ioae 11&1 ~ towaM _ .... , 

lonr 1..el:• aa4 oal.7 Oil oa• 4q 414 '1'rMn1'7 'llollb _. 1Jl tor l.liY••"" 
•111t ,_., Oa ~t ~. 'le4aaa4q, \111 da7 attar •hcUoaa, -

1nrozaac• ~~ &114 lNia.lt ••n" na aoted. f or the 1oacer •tunUee. 

Oil oth•r '-7• oftel'iace, while aot 1a l arc• blooka, ezcea4e4 4-4 

which na .. \hlr aelao\he an4 llcbt. ll'et lou .. for the WHl< .._a 

froa 1/3aa4 \o 6/33441, w1 \II the 1atema41ah iua.ea bnl.ac ~ larcer 

lo••••· 
~ aotu taa4e4 to-.r4 1o...- 1e wala oil each t..alac a.,, wi \11 

the \brae 1oace•• •tunUee 4acl1A1DC 6, 7 u4 8 thlrQ--aaooD4t. bee 

4tol1a .. cu lie par\17 toOCI'OJl\14 tor b7 t he ezpec\1\lon of the - rat 

til& t a lone aot• will ba ottera4 for oaab llll4 uchaiiCe in Deo•ber. Other 

utul'i Uat 41c11De4 1 \o t /33441. n. llaroll U3V h..,. 1a CQrr&ntlJ 

qu.o te4 101.16 'bi .. whlob Mlllll a prtal- of a'boa.t 1 3/8 poillh 1t the 

llOhe ara ...,...._in DaoaaMr &114 1 poUt if ratu414 at •ta.l'iv, tllat 

the .. rat h crurea\17 plaotac oa the ucllaaca 'flllua. 

pttltrt' PorVo11tl 

:rr. \be fipru 11.a 'balow U oaa 'loa •- tllat 4aalere ... a..c.a 

t~ir bol41aee11l aaob pnp of e-n.Ue•, t11a total ...., ...... -uac 
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W • .36,IIOO,OOO, Deorw.ae la llol41~~&• of fi'MIIIU'7 boD4a acooun\ecl for 

$111,3)(),000 of \hie w\el, Deal era fvU..r b.cr .. aecl \heir ellor\ poa1 UoD 

1D DO\ea -\urlac la 1 w II ..... h ,_..., ~o prol>eb17 acCOW>te for ea.a of 

~ 'II'Mlalaae la \he 1o~~&ar -tDrtuea dllri~~& u.. pu\ YMlc. 

(ia al1liopt of follartl 

HolcllJic• Ho141DC• 
Boy. 0 loy. 12 Oh'nu 

!rr .. ftl7 bolide 29,7 14,5 - 1!1, 2 
Treaw.r7 DOha (1 JMr) 47 . 1 47,0 - 0,1 
Tr .. ftl7 DOha (1- 11 JU,) ..(),11 -4.,5 - 4,0 
TI'MR17 billa 16,9 13.6 - 3,3 
H. O. L. C. bolide 2.3 1,0 - 1, 3 
r. r. II . c. boDb :!ol 4,~ - !1.1 

100,6 76,1 - 36.11 

lp SeCv.rib Iuu., 

In fiDallclJIC 1ae\ WMk wae oonf1Dec1 to \ he an.rd of about 

$10 ,000,000 of la\UI.lolpal boD4a. 

Accor41DC to \he liDaDclal Chrolllcle Dew cepl tal fio\a\loDa 1D 

October reache<l a CftJld total of $762 ,948,132 fo r t ile mon th aa aplDat 

$238, 310 ,402 i .D Sep\•bar, fbla total ca.prhecl $337,158,7114 of corporate 

luuea, $102,927,378 of State aDd llunlclpal aecurltl., llld $322,862,000 

of 1uuea fall111C 'IU14er the head of J'ana Lou ud publ1c1;y offered 

Oprpoptt Jep4 Mark!' 

!he bo114 aarll:e\ tunaecl aotift u4 atroDC followlDC """~'• 

eho\ioaa with •••ncJ c•tered 1D ~ aec11• alld low quall\7 o'b11pt1ou, 

l!aila allond. io \hit bea t abutace, wbare p1aa rucec1 up io about 4 pol10ta, 

lloo4J' • BAA boiOd price a•ence reao~ a "" hlch aiDCe Sept•ber 1937 

a\ a 1enl ., 3/4 polah a-....e \he Sept• ber 2'1 low. GaiDa 'b7 beat c..U 
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corporaw h.,..• tor \loa IIOo\ part wue o011t1Md \o trac\10Do bolt \ho 
r1oo ot a~\ 1,. pola\ 1a llooq'o .u.t. 'bOD4 pr1co a"'rqe lao\ noll: 
p1ac• \hh .... ..._. a\ a aew lllch a1110o .J-17 1113'1. 

Dt h4•Etl ltetnt lr!te A9equpt 
~ S7•t• replaoe4 lao\ •••k 'o !rea1n1r7 bl.ll M\ur1\7 •ouUac 

\o $64.1176,000 'bJ po.rcbaooo 111 \he marlao\ ot a Ulao par •DW>t of \he 
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""" !re&WQZ7 \111• dDe lo\r11ar7 8 , 11139. ~r• wore Do other \raaoao\loDo. 
trenn Iu••tee' •osesmt• 

~~ were DO pv.rcbaooo or oaloo I.D \he ura\ laa\ noll:. 
H.,.....er, $10 , 000,000 &114 $1,600,000 wore 1D ... ate4 1D 'Zf> apoolal 

s-7ear troaour7 no\eo tor a ooOUD\ of \he Poo\al Sartaca SJ•t• aa4 
tor accou.a\ of \be GoYo.,.ont Llto lnouranco l'wl4, reopooU ... l7. 
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TREASURY DEPARTMENT 

oua Nonaber l4 , l9S8 

Secretary Worgenthau 

Ur. ~lor 

The Rlll18arian Lliniater and Dr. Ravaa called this afternoon to 

diecuee the manner in which our Government•e Debt Notification statement 

would be transmitt ed b7 the Treaaur)',through the State Department , to 

the Hungari an Government. Representing tbe Treuur)' Deparmant were 

lteura. He1'1'e lt1nger, Bernstein and m;yaelt. 

It was decided that the method followed in lie)' sbould be repeated, 

namelT, that 1n our letter or tranem1 ttal to the Secretary or State n 

would mention receipt b:y our Government or en otter b:y tbe Hungarian 

Government end the tranemiaaion of thie otter to Congress, In addition , 

"e agreed to add a footnote on the statecent i Uelt indicating that a 

debt or rer bed been aade b7 the Hungarian GoverDDent and treaaaittsd to 

Congress, and that the peJIIOent received 1n Tune had been eubsequent to 

the receipt of the otter in question. 

All en Sproul oalled ma on the telophone at 4a30 Rnd aa14 thet 

he 7/0uld like to oome dOWJ> to "1aahi ngtm this wook to learn what ho could 

aa to how he should oonduat hh new duties or aound!ns out the morkot. I 

told him t'w.t ""'! day thia week or the next.,, ... a ll r1&}1t rlth me and he 

finally decided to co:~e dom on Friday and will be 1n 1117 office at lOaOO 

o'clock. I think it would be a good idea if you aaw him for a brief 

period on that day but if you are not able to tit it in he will talk w1"th 

Dan, George Bua, Larry Selt&er, ayoelt and the like. 

I 
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( TREASURY DEPARTMENT 

INTII" OP'f'ICII C0Mtr.4 UNICATION 

DATI 

TO Seeretar,r loraentbau l ov .. ber U , 1938 

••- He~ Ollpbult 

Pu.rs\18Jlt to your au,geation, Cairna' e.nd Jobnaon! a ecmterance 
with the !lew York people on the Swleten u tter was held in llr. Gibbons ' 
office . 

Ear17 in the conference, the leader raised the question of 
treasury's actina. J olmaon juaped on hill tor tbia e.nd t be7 tol'lloll.l7 

back the iltplled accusation. The d1ac1111aion would then have 
l ce.clttd entirel.7 on ita .erita but tor the !"act tbat 

of actina 

proceeded to a 
aatiafactorr conclusion, the !lew York group agreeing that the Treasury 
bad 11ade a disinteres ted e.nd honest attempt to interpret e.nd appl.Jr the 
law t&irl.7. lihen agreement to this effect bad been reached, the leader 
ot the group said be hoped we would give consideration to the point th87 
had made. Steve volunteered that tbe7 could lea~• with aoae hope aD4 
turned to Cairns for nri tieation. Cairns said that was not trne s ince 
tbe7 bad preeent.cl no new points tbat bad not been tull7 coneidered. 
The effect of tbia atateaent ftB to renew the d1sc:1111sion, bnt it fiDall7 
closed ea indicated abon. 

The ccmterenee clos.ed with t heir expression of appreciation 1·or 
tba bearina that tbe7 bad been given. 

; 
., 
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TREASURY DEPARTMENT 

/ l - I ' 

INTift o r,.lc a COMMUNICATION 

.... 
TO Secretary Morgeuthau 

Her11121Jl Oliphant 

For your iuformtion -

I have dicta ted a full atat 8llBnt ot t he White House conference 

toda.y to J.lis6 ChnWtcey. 

I attach for your f1lea our first rough at ... te. ent or tho l'eneral 

obJecHves r.llicn """ "or.ced out utter our ~".uc this 110r nlne; .. i.th Qeural 

A.~Oid ~d Colonel Burna. I Ltt nch tor your tiles a copy or the state~ent 

v:bioh you gave tc the President . Unless y<AJ. collSider it urgent , I am not 

sending a copy of t h i s t o t.aa1ot!Ult Secretary Johnson at t his time because 

I v;ould like f irst to go ~or it .a th t h e technical men bei ng desig~Uted 

by th• Army and Navy t o work with Jackson and me on the proble:o. For t he 

l'trth~r docu:oentat1on of your t iles, I attach e atHt81011Dt by Cox of Wfl 

ortlce '01 th General Arnold end Colonel Burns aa well as a coni'erence 

wlllob Cox and Cairns h~:d .. 1 tb t ho two t echniC3l men 1\!lo::: Arnold sent 

ovor a ft er I tel e phoned you this mornlns - these con are Captain Holland 

and Colonel Dramer. 

Att:>oh:Donta ( .3) 
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7 el ··-- " ...... 

1. ~ _.. ..-uv prodiUIU• heed u tu .. poAiW.. r.. 

..,, lrg '• M4 \0 .-n ...tl prrllloU. SaMcr'a_. wU~ 

~ru ' u ..ah ae cleoinbl.o. 

2. h .UUM tile at.oUa& taa111Uoe ot tho •Un ~\17. 

'· h ..,, ler oMlu-1 taa111Uoe, laolqd'•• GoNI sa\ ~ 
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.,..._. • Clo- \or ~\17 tor JC»••• ot ~. 

,n. -Vol .. st 1 ..... 

4o to ..- 1\ ,...t'W.e \0 •UU• ~ olt.1p IMI141•1 u ..U u 

_..,,.:r'IIIT n ...... uu-, pe\aw, ok. 
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1. • ... ,. 'IIIIIIPiac P"'el' ........ ~"&WI' llufa11Wc ~,. ........_ 

_\ftli ... Go-\ ....... be of MWI'lale, pan. ... .,..UMo 

2. PU a ...UU• 1a can.-\ ••pq -u.ow \11&\ \M n-••N 
bl.dde,. 11111 ·~ \M U\lele 1a qaee\ioa a\ \be - priM \o 11 n; •t M 

iln'Ol ... 1a • ai~ ~ 

). !be - of _, fll• "-' fM -Vao\e 1a PI'OJIU' -•· 
broed 

4o Qln \M PNai ... ,, ,...,. 11r pnh•U• w ._,... \M 8111 ,_ri• 
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TREASURY DEPARTMENT 

INT ER OFFICE COMMUNICATION 

TO Secretary Jlorpnthau 

~ROM Jlr. Oliphant 

Rea Confertpce with War Depart!tllt ReweatJlt&tiY!! • 

P'or :rour 1ntoraticln: 

I. 

MomiM Conference 

PRESEIITa Oen.eral. H. H. !mold, Chief of Ar11ir Air Corps, Colcx1el J . H. 
Burna, Office ot Secretary ot liar, .lrlv and liav llun1tioo8 
Boerd, Caim.e, Cox and ~elt. 

1'Ma lOall a.a. to llaJ5 a .m. 

SUIIIlARr OF CO!l'PERENC!a In tbe • in, we disewtaed the general objeot1Tes 
ot the prograa. ! be War Depart..,ent repreaentatine atatad wbat their 
probl- were in get tin& the necess&r7 planes produced in q.uantit7. I 

suggested that - tr7 to denlop 101111 general objeetina. Attar ao.e 

questions and disewtSiOD W8 agreed Oil seneral objectiT88 aupriaingl;f 
quiclcl;r. Bria~ e~1sed, t1uJ:r were aa follon a 

I. to ••curt gu•ptity product igp f);ted y far y possible tro• 
4tDlo!"'Pt• •p1 to !!CUft ougb production integrated with 
4mlo'M9t at ·rh y dt•1rlbl.t· 

In so.e easel aJl4 for aoae purpoaea, it 1a desirable t o iU.TOrce 

develo~t troe production. &owner, in order to get ataDdardiaed 
quantit;r production, i t 1a d .. irabla aJl4 neceaaar:r to !reese tor a tiM 

the design• of the partic.ular t;rpes or planes. At tbe • ..., tiM tbat 
quant1t7 produetioD 1a coin& ahead, the deTelo~t ot new deaignl­
quite apart tr<a production lw• to be carried em 10 tbat when it 1JI 

des ired to rr- new d•ignl tor future fllaDtlt.T production thq rlll 

be aT&llable without \IDileo .. aar:r d.J.q. 

To atiallate aJl4 del'Ol.op auoh new designs , it 1JI necesaar:r to 

provide d ireot ...,.. by wh1oh the Go~t can pq for thea. At tbe 

presant tiM o:~eapt by deTiouiJ IUI&DI aDd when .one:r 1a aftilahl­
tbe J.nv aJl4 1aT7 cannot aJl4 do not ~ for the colts aDd ea:peDSee 
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incurred by a designer -.bo Mate the llinillua apeciticationa but is not 
the winner or CXIe o£ tho three winners in a design competition. In some 
caeos , this uncompensated coat runs as h1t!b as $500, 000 for ths plane 
used 1n the des~ coapet1t1on. The designer cannot sell thb deaign 
to a foreign govern.ent tmtU the Coverruoent eo coneents . It ordinar~ 
does not so consent tmtU BOlle 7eare after the ew:casetul des~ bee bean 
p.~t into production and operation. Heedless to es;r, this procedure bee 
a retarding effect on the davelo)JIIIent of daeie:ns. 

To develop such new designs, it is also desirable to stimulate 
basic research and technology by grants-in-llid , cheap credit, technical 
usistance .to ins titut ions , corporations and individuals . Froa this 
standpoint of developing now designs, it was &lao considered desirable 
t o have goverDJ~&Dt plants anul'acturing plnoee . The t echnicians empl07ed 
tbere would have some o£ the particular experience aod opportunities tor 
danloping usetul designs and inventions. 

II . To utlli!e the txintW facilities of' the entire industry. 

As the legislation staods toc:ley, the Arrq Md NaVT caonot­
except by veey devious ways-serve t he double end or getting the best 
planes for t heir needs produced fast or keep the entire or a large pert 

or t he industey 1\mcticninc for the production cf their planes . An 
8XIIIIIple rll.l. illustrate this point: The Ar:tq aslr:a for bids for a pursuit 
plane . V.anufacttn"er A responds to the request for bide and the perfor~~>­
Mce specificetiona by a plane tbat has a high speed of 372 lliles per 
hour, and in other r espects is eiJiiler to Yanufacturer B'e plane. B' e 
pl.L'te , however, has a high speed of )70 .Uee an hour . Both plenee will 
aeet the An~Y'• needs-tho difference in b1ib speeds being too smll to 
mke au.y practical dll'ference . The A:rl"if wants SOO of such planes but 
llan111'acturer A's productive capacity is onl,y 250 planes per 7e&r• Under 
existing l a w, the A.rrq cannot directl;r split the awe.rd by giving A an 
order for 250 planes and B an order for 250 planes; it bas to---unless 
it uses an indirect 118MB ond us•~ aakes the total award to A. In 
this way not ~ is the production slowed up, but B ' • producti ve facili­
ties are not utilized. 

II:I. To d8J!lo, additional facilities . inelu41M Co....,rneent Plante 
operated bTCovPryypt or industrY for purpoees of pr<:!duction , 

pri ce eontrol. and •t..andbr. 

On the bas i s of &n7'ffhera near an annual product~ of 10, 000 
pl.Mea per "fe&r for A:rl"if and Na"7 use, the GoY81'XUDent pl. s m1gbt be 
neceasaey troa two anaJ,es . One is that they woul4 diroctl;r 8:f~~ 
tbe existing production ! acUities. The other is they would 
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necessary sellli- sldlled and alcUled worlalen, technicians, etc. to 'be 
availAble aa a resenoir for private planta in the eYeDt that thq ex­
panded autficien~ or new ODes were opened up to 11eet the situation. 
Aa 1118ttara stand now, and nthout such a trainiD&, tba progru aight 
run into aoaewhat of a bottl.-neck in the fora ot a ehortage of enough 
qual.1f1ed worJc.an and technicians . FurtberaoN 1 in the case ot a war 
the Government planta would serve their utili~ u a atandbr from both 
the standpoint of 'beiD& able directl;r to ~~eet the added production needs 
a.nd to train ths neceseery personnel for tho private fims. 

For the purposes or price control, Government owned plants 
would doubtless 'be on iJIIportant sanct ion. Confronted with the loss of 
large orders to he filled liT Government plants if their prices are 
collusive or out of line, tho aircraft lll!lllufacturera would 'be inclined 
to lower their prices . This would seem to be ao 1 e't'llll if at the outset 
the Government could not ....nutacture as cheapl,y as the pri-.ate co:lpaniaa . 

Legislation for this purpose of price control was enacted in 
1926 (o.s.c. title 341 sec. 495) . Under it, the Na'fY is required to 
utilize its plants, factories and facilities to construct, manufacture, 
and repair not less than ten per centwa or its naval aircraft. In addi­
tion, the President ia authorized t o el!lplQT Oonrruaant establishments in 
any case where it reasonably appears that (a) there i s collusion among 
the private aircraft manufacturing companies to restrict open competition 
in letting contracts to the Government for aircraft, engines, spare parts, 
or equipment; or (b) err:r person or corporation being in a position to 
oanutacture or furnish the Na'fY nth the particular design of aircraft, 
engines, etc. DSIIeS a price in excess of the coat of producticlo plus a 
reasonable profit. 

IV. To r'!re it J!08s1ble to utilize the sbi?-bulld1Ag as well as the 
automobile type of bu-Udinfl • nth emphasis on the foi'liBr • 

In this coonection I mentioned the experience of the 1'1orld War. 
Tod.ay the aircraft industry ia carried on along aubsta.nt~ t he 88lll8 
linea as the ship-building indUDtry was during the warl production of the 
component parts and the aasemblT work are not geographicall7 concentrated 
in one arM aa is the cue, in large part , in the automobile industry; 
the production or the engines, bodies, instrw:~~~nts, etc. of the airerafthled 
are all carried 00 in different parte of the country and thllll are aaau 
in one locali~. 

v. to develop price coqtro1 •thoda. 1ne1udiru! the prohl• of 
IDCilOt?01t !P • co;petitiM, ate . 

The war Department mentioned the use of coat plus a fixed ~1eee 
1 I inted ut that (a ) This whole pro~ •• as such a ~~ethod of contro • po 0 t.an(la.rdized quantity produc-

ia collateral to the •in problem of getting 8 ) t 
tion of the 'best deai&:ned p14nes in the shortest tiM; aDd (b The cos 
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plus fixed fee 111etbod wu ~ ODe of various controls, aucb u GoYem­
aent plants, the Vinson ~ct tTPe of 11etbod ate which should be 
aidered. ' • • con-

The conference ended on a note about deliOCl'&ey. General Unol4 
pointed out. that one ree.aon wb;r German;r had done what it bed wu that 
one an waa Bose • I pointed out that comparatin:Q' in tha li8ht of our 
natural resources, etc., the Ge1'1118118 were begsar1 coape.red to ua and 

that 1n the li~t of -.r experience in the lAst war we ~ haTe fumbled 
but we not ~went into, but cams out or the war a democracy. General 
Arnold anded by sa.ying we could do that again. 

II. 

Aftemocm Conterence 
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PRESENT A'! l':lli!>'T PARr OF CO!IFERE!iCE (12:45 p.m. to 1:45 poll.): C&irns and 
Cox of tbia office, Captain Park Holland or the Office of the Assistant 
Secretary of War, and Colonal.ll. c. Cr&lll8r or the Juclge AdTocate General's 
Office; at the latter pert or the conference (1:45 p.m. to 3:10 p.m.) , Cox, 
MAnning, and the two War Department r epreeentatine . 

Based in large pert 011 the liOrning conference, questions were aalcecl 
by the Tr easury repreeentetiTeB about the actual operation of the existing 
proTisione of law on war aircraft procureJ:ISilt and the facts abcut the 
1nclustey. Captain Hollo!!d wu fom1Har with the facta about the inclustey 
aa well as the legp.l. proTisiona. 

The War Deperta:ent baa clrafted propoaocl legialatioo to -t pbuea 
or quantity productioo by prorlcling Tery briefq. in substance, that the 
Secretary of War or lla"7 be authorisocl to negotiate contracts without the 
necessity or competitiTa bidding or reTia• by tho Comptroller General . 
Although this would posaib:Q' aoc011plisb pert or the results insofar as the 
atro.i8bt production pbue or the question 1s concerned, it would probabq 
run into serious legislatin difficulties. It is conceiTSble that eome 
members or Ccmgreaa, pert1cu1ar:Q' those who are interested in pacifism, 
would a~ oppose auch a bill on the principal grouncl that it would 
gbe too .w:h unlimited d.iscretion to a singla 1ncl1rlclual 'llbo might abuse 
it, and that it would be aetahliabing a bad precedent , particular:Q' at a 
tillle 'llben war ill not s.-inent. 

The proposed legislation cloea not -t equareq the question or 
ati.mul4ting the dSTel.opoent or the necessary cl••icn• 'llbicb can be used for 
etanclardised productiOO or t o 1111e t the problea or IIQDOpcq, priee, patent, 

etc. eontrol. 

The war Depart.ctt repreaentatiTea felt tbat giT8ft .ore -.onq 
tbe war and lla'fT n.part.cta could ace()llpliah .-q- of the ob~ectins with-
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out 11ft lesUl.atim. ~. 1D order to do thia, 4n1owJ aDd tortv.ct 
1Jlta~ticiUI ot the ui.et111c law w1ll ba.,. to be ...s.. .l mch .ore 
direct -tiD& ot the iallllu :"" a 8ION o~ete ou--c011l.4 be daDe 
111 11ft lesUl.atim. 

'!be War Deputaet npreamteti...e edn..d ua tbat the S.CZ..t.arT 
ot War bad 1JuJtructe4 thea to be at 7WZ ~ete diapoe&l at all ts..e 
aDd t o reader all aDd -r anaiaten.,. t.bet 7011. ~t require. 

3SS 
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Tl'gASURY DEPARTMENT 

INTt" OP'P'IC& COMNU NICATIOH 

DATW 

TO 
Secretary Korgenthau 

Herma.n Oliphellt 

For your tnforuati>n -

I saw 1. David Stern Saturday , Wenohel present. Without giving 

us udditional faots he stressed his friendship with Fox, and insisted on 

Fox' s dependability. Be wanted us to forego any objection to the 

preuent plan or settle,...nt ot the bankruptcy aotlon w1 t h the ]>811Unt ot 

~.ooo.oo, all of which, alnus expenses, w:ould pre=bly go to our 

tax olaim. 1 told him the matter would be considered. 

When the connreHtion shif t ed to gener• l tor111e I sketched the 

plllll for Declaratory Adllli niatratin Rulings . He expressed great 

interest and wanted material on this plan. I gan him a co .>Y ot lilY 

American Bar ASsociation 1onrnal articla • 

• 
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TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

DATil RoTellber 1.41 1938 

TO Secretary Morgenthau 

I'IIOM Herun Oliphant 

for Your information 

W.eara. Keyaerllng and. Krooth ot the United States Housing Autbority 

c:alled at ., office Setu:rd~ morning and. diocuaaed tor ...,.... then two boure 

with wr. foley and. ., .. lt tbe financing plan eubld.tted by llr. stroua to the 

President. 

Meaara . Jreyaerllng and. Krooth accompliabl>:l little more in tbe,ir dia­

euaaion than an elaboration ot the advantages claimed for the plan in 

Mr. Straus• lettor of October 29 addresaed to the President, which you haTe 

seen. They did not satiafactorilT meet our main objection to the pl an, i.e., 

thAt the bond a of tbe local housing authorities can not be sold to the public 

at leas than three per cent interest unless tbe impression is created in the 

public a1nd that the bonds are equivalent to Go...rn.ent guaranteed honda, 

which they obviousq are not. Tbe danger s to Federal credit and the Govern­

ment bond arket which might result troa a aalea caape..ign for the bonds con­

ducted by a oation-wide synidcate were also diacuoaed . 

359 

Not .uch progress was aade. Ao a basis tor further discussion, it was 

agreed that we would be furnished with a draft of the annual contribution con­

tract which w1l1 be entered into by tha Housing Authority in connection with 

t he proposed plan. A fUrther conference 1a to be held with »essra. Jreyaerlinc 

and Krooth to.orrow IIDrning at lltOO •·•· 

Per Folq 
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TREASURY DEPARTMENT 

IHTEit 0rpfCa COMMUNICATION 

...... 
,. Seoretar,r Morgentbau 

rooM Berman Oliphant 

For YOU£ iaf'OrMtJ.op 

lira. Olipbant and I were i nrtted to a dinner ginn by Ir. 

Joseph .Alsop tor lira. Wee Duer ltlller, ot current literacy taae, . 
laat SaturdAJ". Present beaidea were the Jacuona, the Heuderaona , 

llra. Grace !u.ltia, and 1 f he Corcor&~~~~•. 

The dinner wu literacy; the cottee was an election post •orte•J 

and the balance or the evening, with the ladiea , was deToted to the 

ensemble in tolk songs and q,.na with accordion accompaniment. 

One item of the alightl7 ebullient discussion of politics 

still noata on the surface ot q •eaoeya nameq, agreezent tbet the 

house bed to be cleaned of the 'El.J' type• or thing. 
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Tuesday 
November 15, 1938 
9110 a . m. 

HJ&Jr: Hello. 
Henry 
Wallace: Yes, Henry. 

HLIJr: Henry, could you g i ve me aey Jndication of what -
about what lJnes the discussion will take this 
mornJng - should I be doing any homework? 

W: 

HMJr: 

Yl: 

HLIJr : 

VI : 

RliJr : 

Well, I thought th i s might be preliminary to the 
homework. 

Yes . 

Ah -

I mean -

Wel l , what - what - I thought we'd discuss both 
wheat and cotton . 

I see . 

361 

W: In the very broad general terms as the way in which 
various types of action which might have an effect 
on the Treasury policy and State Department policy 
and Agricultural policy. 

IU'Jr: 

BIAJr: 

Vlell, 'llho all 1 s going to be there? 

Why , I think Secretary Hull i s bringing Herbert Fe is 
with him. 

I see. 

V: : And I would have Tapp or A. G. Black normally but 
they 're out of toto.n and I think I'll have Leslie 
Wheeler. 

HMJ'r: How would you feel • •• 

1'1 : I I1IBY poss ibly - I may possibly bring in Zelte - I 

don 't know. 

B.M.Tr: 

W: 

How would you feel i f I bring George Haas? 

Why I think that woul d be tine - i t - ah -
know whether you'd - I don 't know how much 

I don ' t 
of your 
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Bl4Jr: 

W: 

Hl!Jr: 

HMJr: 

W: 

Bli.Jr : 

II : 

I:WJr: 

r 
\ W: 

B11Jr: 

W: 

BI&Jr: 

W: 

IiYJr : 

Vt': 

HMJr: 

W: 

( 

- 2-

agricultural work you ' re havi ng Taylor do - I don 1t 
know whether he ' d be a help or not. 

Ah - I don't know. 

Yeah. 

I'll ask him how he feels about it . 
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I think either -
t o some of this -
good as Baas . 

I think in some respects with regard 
I think White might be as - 1'\.llly as 

No - I - ah - I - well, ah -

Either one would be excellent . 

Ylhat? 

Either one would be excellent. 
what 

But/I wanted you are - I didn 1 t know whether 
i t was just going to be you, Hull and Jey"selt or 
whether it ' d be one or t wo outsiders- I mean •• • 

Apparently Bull wanted - you see, Hull is going away . 

I see. 

And therefore I t hink he wanted to bring someone with 
him and I t hought -

Well. 

- it might be just as well i f we each had a - each 
bad a man. 

Well then you don 1 t mind it I bring somebo~. 

That'll be tine. 

Thank you. 

Yeah. 
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1 •• eoloeba& ber .. Ub a ""lew 

of t he wemoea lltuat1QQ tor tho woo1t 

end 1nr; Bo••••r 12 • wll1oh 1 tboucbt ••• 

part~larly 1ntor•••1nc· 

Your• 1 !Doorel7 • 

The Praddmt, 

Tba ~llita BoG••• 

ene1o1Ul"lo (Bau' • emo dated ll/14/:38) 

RIICaau 

\ 
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TR EASURY DEPARTMENT 3e4 
INTER OFFICE COMMUNICATION CONFIDENTIAL 

DATa November 1~ , l93t'1 

To Seoretery Morgenthau 

~"o" JAr . Haa s 

Subjeot : The Busineee Situation, 
Week ending November 12, 193g. 

Conolueione 

(1) 

The f oundation tor further business imorovement hae been 
strengthened this week by an expansion or industrial buying, 
particularly in textiles and steel. Accompanying th.is has 
been an increase in business optimism, generated by the 
rapidly rising activity in the steel and automobile industries, 
and further stimulated by a renewed upturn in stock prices. 
l¥eekly bueineee indexes have registered further gains under 
the leadership or increased output in the steel and automobile 
industries. Commodity prices have been firmer, and cotton mill 
ac t ivity bas begun to improve. 

(2) 

Reviewing the indications pointing toward further busi­
ness improvement , we find that: 

(a) Industrial production, despite its very eub­
etantial rise, ie still somewhat below the level or 
consumer demand, ae indicated by our basic demand 
index and by our recently-constructed index or consumer 
buying. 

(b) The level or industrial buying, as shown by 
our new orders index, remain• somewhat higher than 
the current level or industrial production. 

(o) Employment 1e inoreaelng; consumer purchaeing 
power ie being strengthened; and bueine•• sentiment is 
becoming more opt1m1et1o. 
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(3) 

Weak reaturee or the nreaent situation, while not 
numeroue, proYide eome ground tor caution: 

(a) An unueual1y large proportion or the more 
recent buaineea upturn is baaed upon one industry. 
It coneumer demand tor automobilee ehould tall orr, 
it would adversely arrect a large section of indue­
trial production, particularly eteel production. 

(b) The commodity price situation ia not ae 
satietaotory ae could be w1ehed, though pricee or 
industrial materiale have ehown ooneiderable improYe­
ment under the etimulue or inoreaeing industrial demand . 
The weak foreign eituaticn, reflected in a further 
weakening in eter ling and franc exchange , continuee 
a deflationary price int1uenoe. 

( o) The agrtcul tural section or the national 
economy remains in an unsatisfactory position, due 
to continued low levels of agricultural pricee and 
overhanging crop surpluee e, and agriculture accord­
ingly is not contributi ng its full share or purchae­
i ng power. 

The steel induetry 

An expanding Yolume or steel buying has accompanied thle 
week ' e steep upturn in ingot output to 61 par cent or capacity. 
Sales or fabricated structural steel tor the week ending 
Thursday increa sed to 40,000 tone, the largest in about a 
month and a halt. Sales tor the year to date have been 
898, 000 tone , as compared with 1 , 114,000 tone tor the oor ree­
'OOnd1ng period laet year. New orders reported by the 
u. s. Steel Corporation t or last week increased to t he 
equivalent or 71 per cant or oapaci ty. New orders tor 
sheet steel, which have been increasing during the paet 
week , may have to be fil l ed in part by delivery during 
January owing to the oongeetion or orders in th1e product 
tor December deliYery. 

\ 
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A weak feature in the eteel eituation hae been a low 
l evel ot new ordere tor tin plate, and a coneequent low rate 
ot operation• in the tin plate div1eion ot the eteel induetrr 
(around 25 to 30 per cent ot capacity), Th11 eituation il 
expected to be changed by a t7 a ton reduction in tin plate 
prioee announced thie week by the u. s. Steel Corporation. 
Since a price reduction had long been awaited by buyers, it 
ie expected in the trade that a considerable voluae ot tin 
plate orders will now be releaeed, eer.ing to strengthen steel 
operations during the coming monthe. 

Steel output during November and December is likely to 
exceed actual consumption, according to opinion in eome 
quarters ot the trade , owing to the speeding up ot operations 
in an attempt to complete delivery on recent sheet steel 
orders betore t h e end ot the year . For this reason, some 
expect a temporary reduction in steel operations attar the 
present urgency ie pasesd. The magazine Steel expects a 
l evell ing ott ot steel operatione attar the lo-point epurt 
ot the paet three weeke. 

Automobile ealee increasing 

While it ie too early ye t to Judge quantitatively the 
actual retail sales volume tor automobilee, since new-car 
buying has only recently got under way, it is encouraging 
to note that General Motors' sales during t he third period 
ot October, ae ehown in the table below, improved more 
rapidl7 than laet year. 

October 

let period 
2nd period 
3rd period 

Th1e year 

1,4oo 
1,4oo 
3,600 

Laet year 

2,900 
2,700 
11- , 500 

Ward'e Report• estimate October automobile eales at 
25 to 30 per cent over September, and mention that the rising 
ealee volume is continuing in November, ae indi cated by 
reports trom the tield that dealer stocks are not increasing, 
but are 1n constant movement trom taotorr through tloor ehow-
ing t o purchasers. 

Automobile production th1e week increaeed to 86,300 
unite a e compared with 80,000 unite last week , exceeding tor 
the tiret time the corresponding 1937 tigure . Production l ast 
year amounted to 83,325 unite tor the weak. Ae compared With 
the New York Timee eeaeonal trend, however, which rieee 
rapidly at th1e time, the increase i n automobile output~r• 
leee than eeaeonal. The New York Time• adjusted automo e 
index tor thie week will therefore decline to 89.8, ae 
compared with 92.2 tor laet week. 
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Ward 1 s Reports expect production "to exoa.nd cautiously 
tor another two weeks or so, attar which it iikely will be 
held on a tairly even plane tor a tew more weeks. Then 
tield etook conditione will be the determining tactor in 
output . • Since the normal seasonal trend continue s to rise 
rapidly until the middle ot Decelliler, any tendency toward 
a flattening out or production , as suggested by Ward ' s 
Reports, would be l ikely to reduce the seasonally-adJusted 
indexes. 

Textile outlook improving 

3(H 

An upward trend ot textile production in the near future 
appears as a prcspeotive support to business activity, re­
placing the declining t rend which hae been in evidence since 
August. New textile orderc have improved sharply in the past 
t wo weeks. Recent cooler weather and a rising trend ot raw 
wool prices have brought increased buying in all sections or 
the woolen goode market . New orders reported by the American 
Woolen Company t hie week, probably including some share ot a 
recent large Government order, have risen to a new hi~ tor 
the year . During t he latter part or t his week cotton goode 
sales have increased to the highest level in several months. 
In three days, according to trade r eports, mills sold about 
35,000,000 yards ot print clothe, almost double the current 
weekly output. The increased demand brought rirmer prices 
tor a number ot mill product s, a nd was a taotor in a r i se in 
r aw cotton prices to a new high tor the movement. 

Cotton mill ac t ivity, seasonally adJ us ted, has alreadY 
begun to show some improvement ( See Ohart 1) , under the influ­
ence or increased orders received during the past several 
weeks. The New York Times adJus ted index or mill activity 
tor the week ended November 5 rose to 115. S, as compared with 
113 . 3 tor the previous week. 

CommoditY prices sUPPorted by industrial demand 

Ths general commodity price trend continues disappointing, 
considering that a rapid business i mprovement has been under 
1<ay tor 5 months and that the monetary expansion program 
should tend strongly toward raising prices. An inoreesing 
industrial demand, however, has operated to support prices 
or industrial raw materials as contrasted with prioee ot 
agricultural products. 
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In Chart 2 we show weekly pr1oee since the tiret ot 
the year for industrial materials and tor agricultural 
products , as compiled by the Bureau or Labor Statistics. 
While the industrial price index has been rising over the 
past esveral months in company With 1mprov1ng business 
activity, the agricultural index has remained depressed, 
due to a relatively weak foreign demand and continued 
bur densome supplies. Further declines in sterling and 
franc exchanges this week, reflecting continued weakness 
in the economic situation abroad, are discouraging to hopee 
or a nearby imnrovement in foreign demand. 

The business recovery has helped prices or industrial 
. materials both through an increased demand and by reducing 
available domestic supplies. The price o~ rubber, tor 

·example , has been improved not only by the increased buy­
tng activity or rubber menufacturers accompanying the 
increase in tire a.nd tube out'Out from an index or 65 in 
~ay to 96 in September, but also by a resulting working 
down or domestic stocks or rubber. Stooke or crude rubber 
on October 31 were reduced to 270,000 tone, as compared 
Nith 277 , 000 tons a month earlier, and with the year ' s high 
or 311 ,000 tone at the end or April . Furthermore , the price 
i ndex or industrial materials includes a number or products 
that are important in the European rearmament program, and 
t hereby enjoy a sustained demand independent or foreign 
bueineas or financial oona1derations. 

During the current week sensitive commodity ~ricee 
have tended to i lllprove, with strength particularly evident 
in Reuter ' s index or prices in Great Britain, which had 
recently been relatively week . 

Rise in stock prices renewed 

Throughout moat of October the trend of stock pr1oes 
had flattened out while busi ness conti nued to make further 
gains . on uonday or this week, with the report of a 4-pcint 
gain in eteel operations and the prospect that election un­
certainties would soon be removed, stock prices started a 
renewed r1ae (See Chart 3) , which has carried the Dow-Jones 
industrial stock average to near the 16o level . Prices on 
foreign stock exchanges , notably on the Paris Bourse, also 
showed substantial gaine. A considerable volume or buying 
has come into our markets f rom abroad in recent weeks, as 
1nd1oated on the chart. 

, 
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The atook price rise has been a taotor in the increased 
volume ot buying this week in various industries, since it 
has tended to strengthen bu81neea optimism regarding the 
industrial outlook. It may in some measure be taken ae con­
firming the i ndications given by our index ot basic demand, 
our index ot consumer buying, and our index ot new orders, 
which suggest that the recovery has somewhat further to go 
bef ore it reaches the current levels ot both consumer demand 
end industrial demand. 

Unless the demand level continues to i morove, however, 
the present rate ot increase in indus trl~l production may 
ra ise production to the demand level or above by the end ot 
the year. The trend ot demand over the next tew months Will 
therefore become e key t aotor in the business outlook. 

A weak f actor in the demand situation is the low level 
ot agrioul tural prices , and uncertainty over prices and crop 
volumes tor next season, which deprives business or part of 
it a normal support trom a grlcul tural buying. 

The business outlook is clouded somewhat by the unusual 
dependence ot current indus trial actiVi t y on the automobile 
industry and i ts related industries. lfhlle building and 
textile activity ere also providing strong support to business 
they would probably not be sutfioient to prevent a temporary 
business setback it the demand tor automobiles (and consequently 
the demand tor steel and other products) should prove to have 
been over-estimated. Automobile sales during November will 
provide an important measure of the l evel ot consumer demand. 

Current business news 

Our index ot new orders (See Chart 4) during the peat 
two weeks hae shown the sharpest rise of the year, reflecting 
subst antial increases in orders tor steel , text i les, and 
automobiles. The upturn has been eutt1oiently pronounced as 
to suggest t hat some backlog ot orders has been built up , which 
will serve to suppor t business during the remainder or the year. 
The heavy textile sales ot the current week are not yet re­
flected in the i ndex. 

The New York Times adjusted index ot business activity 
tor the week ended November 5 rose · 5 point to 89· 5· Auto­
mobile and steel oroduotion gained snarply during the we~, 
cott on mill activity was somewhat higher, and the other our 
component s showed minor changes , t hree ot them downward. 
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