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t rcrrtary of StatE 

7/ashing ton. 

PLAIII 

London 

Dat~d NOVEmbEr 11, 1937 

Krc•d 3:52 p . m. 

'110, !/ovt:mbEr 11, 8 p . m. 

C0'1ro'!DtNTIAL ?OR TR~-":i!tY FRO'! BUTT£:!· .ORT.I!. 

Co:U'i<!t::ltinlly 1nt'orL"..tci tbnt thtrE was a lii£Etina 

this cf' ~~::rnoon of thr t1t:ve:n c·.E.:r1ns housr joint stock 

ban':~ t • <iiso1tsa tht qur " tion of' tr~:atmrnt of f'ore~.(ln 
dEposits . An attEmpt w&s m&d£ to obtain agrrtmcnt tor 

untf'or m tre:a tm01t or f'or <ign ~a1anoeo rroiuci~ thE usual 

1-1/<Y,~ intrrr,t rat£ to bt:t'i'lrt:n 1/2 and 3/4'% a:.ld instit-t­

tin::; crrtu.n !iliniMur.J anount and minimum l)ericxt qualit:l.oa­

tiono . Agre:rmrnt could not be: rt:aJhEd Wl.thin any fr~JJe:17orlc 
or f'or;:~.~la (the l!idlnnd fan!~ btin.z tht: moat i ntransi.:;ennt 

Op')onrnt of oonorrtr<i ao·.o lon} ; in f ac t the mttting ad­

~ov~nEd ~ithout EVEn srtt tn~ a date tor enother discu:~ 11o~. 
I gatll£r that t.l'!ia attcr~,t oamr from r..tbin the cleari ng 

bnllk:~ IUXl was not tht r!3~t ~?f offici al pressure but tht ' 
clra••iJls banks hErr beli Eve: that tht action of tht S11hs 

banks , t:1ou.g..:~t tErnrEd a 1•oluntary agr1Emtnt , was i n tau t 

dictatEd 

• 
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RE - :::- J:o . 710, NovEmbEr ll, 8 P • m. fr0r.1 Lo®on 

die ta tEd by the CEntr al Bank. It &ttlll.'l now unlikEly that 

any ~thtr action will be ta~cn hErE barring a atwilar 

intc~vEntion by thE Bank of ~ngland {with thE advicE and 

conr. Ent of thE British TrEaDury) but such intErvEnti on 

would , of c oursE , bE s uccEssful as Plulli p s impliEd in 

his dis CUDSi OnO in 1'iashington {SEE l)!lra3)'aph 4 1 p a3 E 8 Of 

t~ mt .:tor..!'ldUOI of c onvEr s c. tion hE l d on ei'tErnoon 7 

SE 'I)t t nb c • .. 1st ) . 

'i':lt: d ollnr continued to str engthEn today rtoclU!)3 

at onE t~ :J£ 4. 98 1/2 . Th e dtutand wns 3 t ntral with Swcd £n 

a n Ot•.t at" ndi n_; buyer . Lik Ewiqe , thE _gold prttn!..UIII declinEd 

to liD . and t~ dcmn nd was also leas t han yester day. 

Wi th ?ari a clos ed thE Bank of England h ad authority to 

op EratE in t h e f'ranc markEt 'but waa n ot callEd u pon to 

d o so. 

As r Epr csmtetivt of i nformed O'!)inion in the C,,ty 

on th e va lue of the dollar there i s quoted b elow a 

p er tinEnt ex trac t from a privotc letter addressEd by thE 

senior \\O.rtnEr of an i e1p or tan t merchant banking house 

doing a lar gE e xchang E bus i nes s to a Scandinavian client 

who gave it to mE in confidencE : 

11! cannot find that we share your apprEhEnsions 

regarding 

2 
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RB -3- No . 710, Novonbt r ll, 8 p . m. from London 

regarding thE dollar at any rat£ if we art r nvisag1118 a 

longer rather than a aborter period. It is true , of 

course , tha t tht hEavy purchasEs of gold by th£ UnitEd 

StatEs in the spring of this year dEprEssed the d ollar 

in th£ exchangE markets for thE rEason which you yourself 

give: namely, that thE UnitEd Statts had no balancE on 

intrrnaUonal account with uhich to pay for thE metal. 

Tbt gold nimply went to Al!!Erioa instEad of in anothEr 

dirEction btoausE thE Federal RtsErvE Boar d is an un-

li;.•ittd buyer a t a fixed price . But if a s omewhat 

lon~tr vi£w is takEn th.!:rt s£ElJis Httlt ground for .~p­

prthtnsion on the scorE of thEsE gold i~ports. Gold 

18 thE one col1lmodity which pays f'or itself. If' the 

dollar is sEr i ously thrEatEnEd gold Will bE shippEd 

abroad 113ain , That is unlEss it is assumed that gold 

will bE dtmonEtistd . Just at thE moment WE arE having 

rxpEritnct of' thE contrary ,henomtnon. Tb£ United Stctcs 

have ben rather slow and cumbErsomE in thEir methods 
• 

for lrttill8 gold go abroad a3ain ao chat thE dollar has 

WEru~EnEd not bECaUSE th£ BOld WEnt in but b£CBUSE it 

was dElayed in coming out. Simultaneously thE Swiss , th£ 

~~tch and their r tspcotivt cEntral banks havE bEEn con­

vErting into gold rvcrythill3 thEy can lay hands upon. 

ThEre has 

3 
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RB -4- No , 710, NovEmbEr'll, 8 p , m, from London 

Th~rE has been a good deal ot rumor recently 

rtgc~ding thE pOssibility Of fUrt hEr dollar dtvaluationo 

For thE 'll'tstnt, so we bElieve , th1a may bE dhm.isstd 

as at any rate wholly improbable , But wErt it to occur, 

virtually every othtr important currency would vtry 

quickly follow suit , ThE countrits that did not wau1d, 

rather unntccasarily, sutter acutE economic disturbance: , 

So 'cha t a s an ~ ltchangE risk thErE II£Ellls little neEd to 

wor~y unduly on th1s scorE , 

As rtgards tht possibility to which you rtftr in 

yolli' le:ttEr of Ame:rica rtfuaing to buy :pld, orznap:1 

all one: can say is t hat condi tions bavt undergone a r apid 

change si ncE l ast May and JunE when th1s was tnvisagtd 

as a atrious prospect, ES9ECially as somE AmErican fin­

ancial nritErs wtre protesting aga i nat th£ U, S, A, 

"subaidizi ng 11 the British EmpirE by its gold purchases , 

A good dt~l may depend on Russian gold production i~ 

future oncE this can bt more dtcisively ascertained, 

But wtrt gold to bt dtmonttiztd throughout the world it 

would not by any means follow that the dollar would btc~t 
' I 

a wta!< currency. E7.ctpt tor thE predominancE ot e:xtrtu~ly 

radical social ideas it is tht contrary wh1oh one might 

EXptct, llo doubt th£ U, S ,~0 balanO£ Of payments dis­

alloains tor gold ia more nearly in equilibrium now than 

for , 
Regraded Unclassified



RB - 5- :·o . 710, November 11, 8 p . m. from London 

f or ;:any years . But the t::porto of the Unite~ States 

both a3rioulturel and induotrial have proved cxtra­

o~di~rily strong and resilient- - almost inclaotic-­

for r~ny years . The world oan hardly do without ~Em 

if i t io to be prosperous . For the present thErefore 

we otc littlE sround to be ap~rchtnoivc , if minor 

fluct~tions ccn be disrcgcrdeu, for thE future of 

thE t;ollar . 11 

KLP 

. ' I c . 

• 

..... 

BI N GilA!!. 

' 

. ' \ 

... . 

5 
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JR GRAY 

London 

DatEd NovEmbEr 12, 1937 

Rtc ' d 8:58 n ,m, 

Stcrttary of Stntr, 

1'/ashington. 

712, Nov£mbtr 12, 1 p . m. 

?OR TRE:i.SURY FROLI BOTTER\1/0RTH • .,. 
'Vitb rt fErc:ncE to final paragr·apb my 673, October 29, 

6 p . -.., Lullips tElEphonEd to inquirE a(;ain a!>out this 

mattEr and askEd 1f it would bE possiblE to obtain 

info•,,!ntion rEgarding Amtriccn rEpi'tstntntion at fcrth­

comin~ mEzt inG of LEaguE Fi nanct CommittEE b EfOrE hE and 

I mEEt on }!onday morning . 

BING HAll 

CSB 

. 
•j\ ; 

1 • 

••• 
•• 
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JR 

Secretary of Stat c, 

'.lashing ton . 

713, liOVElllbEr 12 , 6 p olllo 

ORAY 

London 

Dated Novc~Er 12, 1937 

Rcc 1 d 2:25 p ,m, 

FOR TREASURY FROI.I WTTER'.YORTH. 

ThE Ccurt of Directors of th£ !lank of England haVE 

nominctc<l i.1ontagu !lorman for Oo\'Ernor for the 19th timE 

and Ccttcrns f0r Deputy Governor , This ia t an trmount to 

rEelection, 

The ccci sion of the Brazilian GovernmEnt , both n6 

recnrds i ts foreign obligations and it s internal politicnJ 

arr:m::;cmenhs came o.s a surprise to th£ C!ty . EvEn thosE 

rmo nou claim thet such developmEnts wErt to be expected, 

nne\ that it was inevitable that V~gas should steal his 

national op-::oncnt ' s program oncl thunder, admit that thE 

timing was unexpected. ThE suspension ~ chE stock exchange 

of further dEalincs in ilrczilian Government, StatE , and 

!.lunicipal s EcuritiE S nlthoUS}l swiftly arr ived at was not 

men:ly :m expre ssion of pctulunce but is i n arcord with 

the gloomy a nd serious view taken hEre, Confi dentially 

informEd by two banking firms interestEd in l3rnz1lian 

finance that not more than half of thE Bro.zilian sterling 

bonds 

7 
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-2- ,;713, !lovEmbtr 12, 6 p . c . , from London. 

:.Jondo art htld in this country, contintnto.1s dUE to thE 

hiGh intErtst yiElds havin~ madt largE purchasts . It 

SE ona to JE vaguEly hoptd tho.t AmErica's unfavorablE 

btlhncE of tradE mo.y furnish thE mEGns of rEctifying 

thl: total dEfault . Throu5h thE mtdiums affEctEd by thE 

p rovisions for nationalization of fortign insurancE 

companiEs and banks art still in thE stasE of making 

furthEr inquiri~ s . 

':'hE forE1$Il Exchan: t movEII':r.nts "TErE without 

significancE . 'l'hE amount of gold at fixing dEc).:i.nEd to 
r.1 v 1 J ~ 1 ·• 

180 bars thE pricE b~ng 140 shil1i~o 4} pEn~E , btinp 

a pr~m1um on thE dollaT~ , qr ll pEnct . ThErE wErE h~rdJy 

any g old d Eal1•~Cs oCt t~:~ •f"j)x1ng l•' 

BINOHA!A 

KLP :CSB 

8 
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EDA TELEGIWI SENT GRAY 

NovEmbEr 12~ 1937 

AM EMBASSY 

LC!IIX> N (ENGLAND) 

Your 712, l lovEmbEr 12 . 

R1E.f'1Er Vtill attEnd t h E NovEmbEr mEEting. Colli dgt 

is p1annin3 t o a t tEnd thE s u::OaEquEnt onE . 

For your 1n.!'o;:,nat1on Ri EflEr i s coming down to discuss 

a gEnda with us tomorrow. 

EA: BP :UYW 

HULL 
BP 

9 
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EDA 

SEcretary of StatE 

Washington 

1593, Novctibtr 12, 5 p.m, 

FOR TioE TREASUAY. 

GRAY 

PARIS 

DatEd NOVEmbEr ~2~ 1937 

Rtotivcd 4:25 p . m. 

DEalings on the moncy market htrE today wErE orderly 

and not very considerablE , r.i th the trend rather aga~st 

thE franc due largely to commercial buying of dollars. 

The fund, it seems , gainEd a small amo1:1nt. of sterling 

this morning at t ht opEning around 147. 06 . ThE rat£s 

quickly st~tn~thtncd , however, to 147.33, ~ closed 

around 147 . 17. ThE dollar movEd betwEEn 29~47 and 29. 53. 

The sEcurity markEt was und~cidtd and no changes of 

importancE took placE Either way . 

10 to 30 cEntimEs . 

Rtntcs wErE up for 

ThE EXpEcted rEduction in th£ interEst ratE of thE 

Bank of France was announcEd tod~. ThE discount rates 
(w~:rc?) 

was rEduced from 3! to 3 pErcent, advances on securi -

ties for 4t ~o 4 percent and 30 day advances for 51 

to 3 percent . Tht WEEkly stattmcnt dated NovEmbEr 4 and 

published today shows no changE~ 1n thE gold rEsErvEs, 

nor in advancu to the ~Easury~ CODDDcrcial discounts 

wert 

10 
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EDA - 2 - #1593, November 12 , 5 p .m. from Paris 

wErE down about l , ooo, ooo, ooo francs . Thirty day . . . 
advancEs up 508, 000, 000. Tht not£ circulation 

incrEasEd by about 555,000, 000. Dt~osita down 

382 ,000 , 000. Ratio ot gold covEr 51. 27 against 51. 36. 

SllS:NPL 

• . 

BULLITT 

~ I 1 

. . . ~ . 
' 

11 
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Present: The Preeident and all •embers of the Cabinet except 

the Vice Preoident and Secretary WOrcenthAu, who wao 
represented b)' llr. lla«ill 

1. Jaociot developments 

The Preoident stated that the Jaociat nationo were t he sreat menace 

to the Decocratic form of governaent a t the present time becauoe the 
JMcht form of government had bern effectin particularly in inter­
nation.U. affaire. He said that he had predicted that a Jaocht nation 

would pr eoently be eatabliohed on tbio continent and that the announce­

•en t of the Jaocht regime in :Brazil followed hit prediction only two 
~· le.ter . Be went on to e~t in hie conferences with the bankert 
a t Hyde Park he had dheonred that m!n)' of th .. would reall7 like to 

tee t he United States a J asciat nation, with the expectation that they 

would really be in control. The bankers generally do not think of cur­

rent problemt fran a national point of view, but the President felt 
that they were gradually b- eaming educated. l!e oaid thh Adminiatration 
had just about taken thea through the second grade but that they had 

t en core gradet to go. 

If :Brezil should eign the anti-Communist Trent:r to which Germany, 

Italy, and JftPan are now pnrtiee, t he United Statu would havo to take 
eome no tice of it beeauoe of the likelihood t~~t there are eecret mili­

tary clause• behind the rather •ague anti-CoJ:L"'U111tt pact itoelt. 

The Attorney General auggeated that the strength of t he Jasciet 
countries lay in the fact thAt each io unified behind n single leader 
and that each hao the force to back up Hs policy in international 
affaire . The Decocratic nations do not back their leadero wi t b t he oame 

unity and do not have enouah military force to be effective. llr. Bull 

stated that he felt the United Stateo thould proceed to build at leaet 

three more battleshi ps since this wao the onl7 kind of srgument t~t 

Japnn underotood. 

2. 'l'rade weement with Great Britain 

llr. Bull taid t hat formal negotiations were about tc beetn on a 
trado agreement wl th Great Britain. Preliminary exehangeo have alread.Y 

taken place and the difference of viowa between the two countries have 

been largely ironed out. The prospect le t hat e.vicultural product. 
will be adaittod to Great :Britain on a eonelderably aore favorable baoh 

than at preaont. I t will be neceaoar:r to consider reciprocal trade re­

latione with Canada at the same time the :Britith agreement io being 
neeotlated but 1t 1e not contemplated to take in the other :Britllh 

dominions. 
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Secretary Roper aentioned the fact that larce quanti tiee of 
Canadian ehio&lee, in exceee of the quotaa , hod arrived at American 
port.: and that the Preaident would be requ.eehd t o sign an executive 
order to penoi t their entry i nt o t hie country. Tb& Preaident aa14 that 
be would not topproTe th& entry or theee ahin(lee cont ra!')' to our au•~ 
aent 111 th Canadao In the course of &'bout two ooontha U:e ahl"Clea caa 
be &dmitted under next ;rear '• quota. 

3• S&cretory Morgenth8u 1a opeech 

!he Preaident aald that Secreta!')' llorgenthau had into,...d hia thAt 
he hAd a Tory d1tt1eult audi ence to address in !lew York laat week. 
Senator Byrd had made a typical ~eecb which was full of i naccurate 
atatemente. Secretory Korgentbau eald that i f be could have apoken 
extemporaneouely, be could have demolhbed coat or the Senl\tor 1 a speech 
but he decided to adhere to hie prepared addreu. '1'be Preoident aald 
that the addreee had been well . rece1Ted by the newepaper e , ae a Tery 
conetructlve etotecent. He t bougbt that it wae "poealbly too eonatruo­
tlve.• Aa the cabinet knowe, the Adminis trat ion le doing all lt can to 
balance the budget but be doea no t regord t hat ae the moat impor t ant 
queetlon before the country. It may be that the expendi t uru next ;rear 
will exceed receipts by a few hundred =illion dollars . !he President 
had gone oyer Secretary llorgenthau1 a apeeeh and appro-..ed it but ha4 

aeked the Secretary to in1ert a st~tecent to the effect that the Ad­
minletratlon woa not going to permit people to starve. There wae no 
comment by ot her membere or the Cabinet. 

I told the President , i n responee to hie queeti on, that we were 
lleldng aat hfactoey progreu !11th the t ax revlelone. '1'be eubcoiDlttee 
bad already pretty well concluded ita cons ider ati on o~ t he two aoet 
publicized t opi ca , capi t al gains and t he undistributed profits tax. 

4. Public ut ilities 

The Attorney General r eported thn.t the Electric Bol>d and Shere 
case in !lew York bad been won in the Circui t Court or jppeala and would 
probably go on to the Supreme Court. The auccese in that case indicated 
the ooundneu or the Department'• policy in delaying the other public 
utility casea, and in 1naisting that the validity ot t he bol4i n& co~~p&D¥ 
act ebould be tried out i n the nectric Bond and Share case. 

The President o&ld t hat be expected to eee a number of public 
utility executives next week regarding the sit-down strike in public 
utility e"Jlenditurea. He oaid the real question at heue be tween the 
Ad.inlstration and t he publi c utilitiee was wbetber or not the utilit1ee 
could obtain Yaluationa tor ra te-making purpoe11 i n exc .. e of the 
"prudent investment eoet.• The Preeident referred to hie preee con­
terence i n which be hnd cited an old Inglish csae t o the effect that 

coet and not YalUP was det erm.inative in fixing public uti lit7 rat••· 
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5· The Na!)' 

Secretary Swaneon beeau&ht the Preaident not to cut the Na.y 1 a 
!Jud&et but fUrther aaid that he thought two new battleabipe and not 
three would be enolJ&)I, otherwhe the pacUhte would be unduly arou .. d. 
Secretar:r Bull ~n inaietld on three. 

6. Anti-trust prosecutions 

Secretary Ickes aoid that he had been neked to appear aa a wit-
ness voluntarily in the Wieeonain Oil proaecution, but he ha4, ot courae , 
retuaed to do ao. The Attorney General eaid that these eaau were 
teetlng out the utility of eriainal prosecution• aa a .,eana tor enforcing 
the anti-truat act . Be felt that there waa aoae chance t~t the govern­
ment might win but not very much. 

7 • Aqicultural bill 

Secretary Wallece reported t hat the agricultural bill would probably 
be approved by the Bouae Agricultural Coamittee thia afternoon. Corn 
is not included in the bill. The coat of the voluntary progra::~ (eom­
pulaory aa t o tobacco) would be about $200,000,000 which could be aet 
by a proceoain& tax on cotton and wheat . The Agricultural co .. ittee, 
however, did not propose to include tax prov111ona in ita bill but waa 
going to pau the buck to the 'lf~a and Ileana CollllDittee. The Preaident 
said that t he crop control bill must go hand-in-hand with tl!oXU to pay 
the coat: that he could not approve crop control legislation which 
operated aa a drain on the Troaaury. 

8. Bouains 

Secretary Wallace urged that the Preeidont ahould take e atr ong 
position i n favor of increaoed housi ng eonatruction. Tha Preaident 
described the proposed houaing program oa colling for loana ot 90 per­
cent of the coat. Conaiderntion waa being given to t he uea of ateri­
lized gold aa a back1ng for $50,000, 000 ot currency to provide the needed 
equity capitAl. He thought thh uae aight be nn undeeirable precedent 
and aaid that the whole queetlon wee bein& atudied. l!e aeid further 
that he would probably deliYer a housing D8U&ge after the beclnoin& 
of the 18aaion. 

Secretary Hoper enid that he waa conaidering a trip to South America 
wi th a group of American bueineao mon in the spring. The President 
and Secretary Bull approved the idea, provided that the right buaineae 
=en were aelected for the trip. 

9· ~ 

Soeretar:r Perkina reported on the operation• o! the Labor Board, 
pointi ng out tha t moat of t ho disputes were being eet tled by asreecent 
and that t he :Board was actin& iap<U"tially. She aaid that the nego tiation• 
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between the A r of L and the CIO were progreeei ng rather aatiefactorilT 
and that ehe waa reaeonably hopeful of an ultiN&te agreement. 

10. 1!&1lroade 

The Pruident referred to conT8raat1one tlbich he hall w1 th railroad 
executive• to the effect that additional railroade would probably so 
into receiverehip next year: and that eoae railroad• now in receiver­
ehip, such as the llheouri-Pacitic and Chicaso and llorthweetern, were 
hardly earni ng operating charges. The Interetate Commerce Commieeion 
1a much too olow in dealing nth appli cation• for increased ratea but 
the execut ive baa no control over the Commieeion. A good many people 
think t he only solution is government operation. 

In the couroe of a discussi on between the President and the 
Attorney General, the Preoident suggeeted that it might be deairable to 
fora a railroad ~iniotration and thereby to provide peroonnel to 
eerve aa receiTere for the T&rious inaolTent rn1lroa4e. In thie wq 
a forlll of gonrn:>ent operatlon might be obtained w1 thout the creat ex­
pense of bu71ng out t he eecuri t7 holdere. JurtbarDOre, eince the 
securitiee had loet .oat or their value the soverncent ought not to 
be co111peUed to PI!¥ much for the ra1lroa4e &DTWII¥• 

The Oabine.t meetlng adjourned at 4: 45 P.lol. 
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TREASURY DEPARTMENT 

INTD OP'P1C& COMMU NICATION 

.,..,.. November 12, 1937 

Secretar~nthau 

llr. He~ 

Subject: Current trade ~-1 th J apan and China 

A. Trade wi t h J e.pen f or month of October 1937 y 
(1) United States exports t o Japan. 

Un1 t ed Stat e s exports t o JApan during October 
1937 were 25 percent greater than durtng September 
1937, but consi derably less t~nn our exports during 
the eurnrner months of 1937, and lees t han our exports 
for Oct ober 1936. 

October 
Sent ember 
August 
July 
June 

$21,133,000 
16, S42, 000 
24, 643, 000 
26,509, 000 
25, 194, 000 

ill2 
$26,663,000 

21,321!: ,000 
10, 763,000 
11,995, 000 
13, 627, 000 

Exoludlng e~orts of r aw cotton, our export s for 
October 1937 were twice as gr eet as our export s during 
the same month of 1936. 

United States exports to J a.,an, excluding~ cotton 

October 
September 
August 
July 
June 

illi 
819,5S2, 000 
15,354,000 
23, 449, 000 
24,566,000 
21,962,000 

~ 
$ 9. 71!.7' 000 
10,552, 000 
9, 201,000 

10,965,000 
9. 352, 000 

Previoue reports cover weekly f i gures only. This 
report i e for the whole month of October. The 
report aloe incl udes t he t r ade for t he f irst week 
in November. See p~e 6. 
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Secretary ~rgenthau - 2 

(2) United States imports from Japan. 

Uni t ed Stetes imnorts from Japan in October 1937 
were 4 percent l ese t han dur i nB t he preceding month, and 
4 percent less t han during October 1936 . 

October 
September 
August 
July 
June 

1m. 
$15, 33S,OOO 
15 , 9M, 000 
16,297,000 
l6,4S2,000 
lS,637,000 

~ 
$15,930,000 

16, 012,000 
16, 94g,ooo 
12,1S7,000 
ll, OSS, OOO 

(3) -cotton e7,ports to Jape~ incr eased during the 
latter ~-rt or October, but t ' e total for t he month was 
but a scall nercenta~ of t he total expor ts of cotton 
durinG October, 1936~ 

U. S. cotton exports t o Japan - October 1937- ~ 1,551, 000 
u. s. cot ton exports to Japan -October 1936 - 16,S76,ooo 

(4) Compared with previous months, there was a 
decrease in export s of iron and steel scrap t o Japan. 

Export s Of iron and s teel scrap to Japan - October 1937 -
$1,14S,OOO 

Exports of iron end steel scrap to Japan - September 1937 -
1, 4o2, 000 

Expor t s of iron e.nd s t eE-l scrap to Japan - ~onthly a verage, 
ltay to August 1937 5 , 6oo, 000 

(5) The followin~ items show large decreases in our 
exports to Japan compared with October 1936. 

Cotton, unmanufactured 
Finished iron and steel 

mo.nufactures 
\Vood, unmanufac tured 
Tobacco 
No.vl'.l s tores, gums and 

rosins 

October 1937 

$1,551,000 

136, 000 
223, 000 
19,000 

4, 000 

October 1936 

$16, S76,ooo 

1, 44o, ooo 
420, 000 
3g1~. ooo 

103, 000 

18 
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Secret f'rY l!orgenthau - 3 

(6) The following items show l Pr ge increases in 
exports to Japan compared m th October 1936: 

Petroleum products 
Iron and steel semi-mfg. 
Copper 
Industrial machinery 
Paper baae stock 
Sor~p iron e nd steel 
!i1des and skins 
Pig iron 
Scrap brass 
Ferro- alloys 
coal t ar products 
Lecd 

October 1937 

$11-,5S5,000 
3,9S:'!,ooo 
l , S93, 000 
1, 394,000 
1,222,000 
1,111-S, OOO 

S9S , OOO 
SS7,000 
11-lS,OOO 
279 ,000 
255,000 
167,000 

October 1936 

$2,2211-,ooo 
1S7,000 
256, 000 
65S, OOO 
79g, 000 

n11 
111-1, 000 

nil 
n11 

6,000 
63, 000 

n11 

(7) ~ne com?osition of cur 1mnorts f rom Jcpan, with 
P fe~ excepti ons, was ~nnroTim~ tely t he same 1n October 
1937 rs thr t of Oct ober 1936. The!le e:•ceptions were : 

Silk manufactures 
Flax, hemp and R~ie 

manufactures 
~ool manufactures 
~on cnnu~actures 
Perilla on 
Pyrethuo flor·ers 
Raw silk 
Food products ( excluding 

tea) 

October 1937 

0 475, 000 

136,000 
277,000 
374,000 
346,000 
26o,ooo 

g, 076, coo 
193,000 

Oc t ober 19}6 

~ 253, 000 

19 , 000 
111-S ,OOO 
111-2 ,000 

n11 
75,000 

9 ,077, 000 

475 ,000 

19 
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Secretary Uorgenthau - ~ 

(S) or t he total· or $?1,133,000 o! exports to 
Japan during October 1937, t he !ollow1ng items account 
!or almost nll: 

Petroleum products $11-, 5S5, 000 
Iron end steel sem1-mnnu!noturee 3,9S2,000 
Copper t, S93, 000 
Cotton, unmanufactured 1, 551,000 
Industrial machinery 1 , 39~,000 

Paper base stock 
Scrap iron and steel 
Hides and sk.1ns, raw 
Pig iron 
Vehicles, parts end a ccessories 

1,222,000 
l,l4t, ooo 

S9S,OOO 
SS7,000 
7SS,OOO 

Scrap braes 
Ferro-alloys 
Coal tar products 
Fertilizers 
Wood, unmanufactured 

Lead 
Industrial chemicals 
Photographic and pro j ection 
Others 

ILlS, OOO 
279,000 
255,000 
23S, OOO 
2:?3,000 

167,000 
137,000 

goods 131,000 
937, 000 

$21,133, 000 
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(9) or the t otal of $15,}Jg, ooo of imnorts from 
Japan during October 1937, the following account tor the 
bullt: 

'!'l.aw sillt 
Cotton manufactures 
Silk manuf~ctures 
Tea 

Chinaware and porcelain 
Rayon manufactures 
Fish 
Perilla oil 

Inedible animd products 
Wool manufactures 
Pyretbum flowers 
Paper manufactures 

Earthenware 
Chemi cals 
Lily bulbs 
Food products 

}g5, 000 
37!1-,ooo 
365,000 
}4b, OOO 

}43, 000 
277, 000 
266, 000 
252, 000 

206, 000 
199,000 
19g,,ooo 
19}, 000 

Wood manufactures 
Uetal manufactures 
~l&RB manufactures 
Fl~~. hemp and '!'l.am1e 

175,000 
16!1-, 000 
142,000 

manufactures 136,000 

Other l , l5t.ooo 
$15, JJ ,600 

Data on our trade with China tor the whole month 
ot October oan not be reported as ye t ina smuch as we 
began collecting weekly figures or our trade with China 
in the third week of October. October trade figures 
will be available from the Department or Commerce in a 
few weeks . 
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B. and China durin 

(l) United States exports to Japan during t he !iret 
week o! ]lovember were considerably lower and 1111!lorte !rom 
Japan were somewhat lower t han t he !1ret week or October, 
but t he report or t he !1ret week is inadequate to draw 
any definite conclusions . The inadequacy is pextiou~ly 
true of exports, for export declarati ons received during 
t he f irst week do not represent the full volume or actual 
e~orts during t r-e week. 

U. s. exports t o Japan 
U. 8. illl!'orts !roo Japan 

First weolt or 
November 1<n7 

$l,lSO, OOO 
J,245,000 

First week or 
October 1937 

$1, 727,000 
3,32g,ooo 

(2) The leading i tems or export to Je~an during t he 
firs t week of November were as foll ows : 

Petroleum products 
Iron and steel semi-manufactures 
Cotton, unmanufactured 
Copper 

Fertilizer 
Wood, unmanufactured 
Vehicles, parts and aooeeeori es 
Other 

$ 639,000 
lJ2 ,000 

97. ,000 
76,000 

72,000 
3S, OOO 
36,000 r·ooo ~1,1 o,ooo 

22 
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(3) The leading items of i mport from Japan during 
the f irst week of November were As follows: 

Raw silk 
Cotton manufactures 
Tea 
Fish 
Porcelain and ohinnware 

Rayon manufactures 
Sillt manufactures 
Food products (vegetable 
Pyrethium flowers 
Earthenr.are 

Paper manufactures 
CamJ)hor 
Other 

Total 

$2,157, 000 
205, 000 

9S,OOO 
g5, 000 
67,000 

66,000 
65,000 

products)52, 000 
~.ooo 
35,000 

3), 000 
31,000 

~06,000 
$3,45,600 

(~) United States trade with China during ~~e first 
week of November 1937· 

North China 
and llanohurie. 

Shanghai, South China 
and Hon~ Kong 

Exports, 1st week of Uov. 
I m.,orts, • 1 1 • 

C~2g,ooo ' 
215, 000 

$116,000 
6o9,000 

The documents received, perticule.rly export declara­
tions, dar1n~ the fi rst week of the mont h are inadequate 
for drawin~ definite conclusions as to t he totals of our 
monthly trade with China. 

(5) The pr1ncipcl items of export to China were as 
f ollows : 

(a) To North China and l!anchur1a : 
Tobacco 
Iron and steel semi-manufactures 
Petroleum products 
Other 

$166,000 
$157,000 
103, 000 

2,000 
$428,066 
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{b) To Shangbe.i, South China and Hong Kong: 
' 

Iron and steel semi-mnnutaotures 
Fruits and nute 
Vehicles, parte and accessories 
Other 

$37, 000 
25, 000 
18, 000 
~6 . 000 sn 6,ooo 

{6) The principal items ot import from Chlna were: 

{a) From North China and Ue.nchuria : 

Wool and manufactures 
Bristles 
Leather 
Other 

$116,000 
32,000 
2g,ooo 
~,000 $2,000 

{b) From Shanghai, South Chlna and Hong Kong: 

Tin ~173,000 
Inedible vegetable products 119,000 
Flax, hemp and ramie manufactures 109)000 
WOOd oil 25, 000 
Other 11!:~ , 000 

~60 , 000 

Regraded Unclassified



MBo 

Stcrrtary of StatE, 

Vlashington. 

714, Novonbrr 13, l p . m. 

GRAY 

London. 

DatEd NOVEmbEr 131 1937 

R£c 1 d 9 : 30 a . m. 

COUF! ~""N'''"'...AL FOR TREASIJ"RY P rtOld Bln'TER\VORTH. 

25 

\lith re:rr:•e:nce: to thE stcnnd paragraph or No. 71:! .• 

NonMbt r 12, ; p . m., thEre: is obtai :tEd in con!"idEr..cr from 

pr1 Ul.t£ sour~£ nuthoritativt ' 1gurEs on Bri t.i~h holdi ngs 

of o3razllian gove: rn<nEntal sEcuritiEs . 'JI' th< -,;otal nol"­

inal amo·.mt c·~tstanding at t lu: End :>f 19'56 o:' 120 milJ ~:>n 

po=ds thErE was th£n in thE btnEf~t of ori tish cwn<:r~hi '? 

76 million pounds mad£ up aa foll c 4''J: of thE 80 million 

pounds of Brazilian ftdtrala some 4~ c1111on pounds rE­

mainEd in British bands and of tht ':10 tr:,llion pounds stat£ 

and ~n1c19als somt 36 million pcun1s r Emaintd Br itis h 

owntd. Payme:nts on thEa £ stcuritits to Br i t i s h owne:rs 

amounttd in 1936 to slightly lrss t h an two million pounds . 

ThE following EXcErpts from thE city colu:nns of tht 

l!ANC::<::STER GUARDIAN and thE TI UES are rtprtsrntatiVE of 

tht linE takrn by tlu: Br 1 tiah prtsa a s a wholE: Sprigs£ 

of till: GUARmAli mtntiona intEr ali a "London mtrcbant 

banktrs 
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2- No. 714, NovonbEr 1.:3 , from London. 

ban!:crs, insurancE companiEs and invEstmEnt trusts by no 

mtans s tand a lonE to l osE largE s ums in casE of Brazil' s 

dEfa'.\lt , hor yEt do thEy stand alonE in nEEd of thinking 

out h0\7 thE dEbtor may bE bro1J8ht to a morE hElpful framE 
- . 

of mind. ThE UnitEd StatEs ia a stEady buyEr of ovEr half 

thE grEat stapl E articlE ot Brazilian Export, coffEE, and 

a pr: rdo::linant buyEr of othEr Brazilian goods . As a l argo;: 

buyEr of Bra<ltiar. ~otton - now a ! argE sEcond staplE EX­

por t articlE - this country ras als o a valuabl: rurkEt 

for Brazi lian Exportrrs . 11 l ru1 of thE T:ttlES aftEr £m-

pha9izi::1;; t l:.£ 1\aaag£ don£ to ·! .. •az11 1 o C'!'~d! t ·oy t h£ con.­

plEtEl'S" :::l01:.3h t tmp.:>rary d£fa·.1l t g:>£J c:1 to :.ndicat~ trot 

clausE 117 of 'ChE 1934 constitution l HxwisE ?rovtdc;d 1 ? :­

nationalizat ion of forEign co~par~~a und t hat not tdng VL~J 

much was don£ abOl\t it: "ThE implications of articlE in 

thE n£\'t cons t itution banning forEiJ;:l cr.rJcs arE not thcrs­

forE nco~ssarily as bad as t bry appEar t o bE . At thE 

r.or st it ~ould surEly bE possi blE by usc of somE of thE 

many dEviCES ot prEs ent - holdi ng company ExpenditurE for 

t l:>..c banks and other f orEign COI:Ipani £ s to subs crib£ t o thE 

law, while rEtaining ESsEnti al cont rol of thEir businEssEs 

26 

from London. " ~ 
It may b £ of intErEst in connEcti on with thE 

~ of rumors (rEpEat rumors) rEgarding dEtErioration of 

Gcrman 

Regraded Unclassified



3 - No. 714, NovEmber 131 trom London, 

German economic position that the sam£ reliable sourcE 

rtporto tll£ purchase thio W££k in London on bthalt' of 

thE ('e••r.nn authorities. of ot£rl1ns a nd dollar Gcrmo.n 

secur1tiec With a market value about one million pounds . 

mNGHAM 

R.'l :CS& 

-..... 
• • 

. . 

27 

• 

Regraded Unclassified



RB 

SecrEtary or StatE 

·:ashinet;on . 

718, llovEmi.ltr 15 , 8 p . m. 

1"0R TilE AS l•R': FRJ:: !:lJTTER'. 0!!'1'11 , 

PLAIN 

London 

DatEd UOVEmbEr 15, 1937 

Rtc 1d 3:50 p . m. 

In th= coursE o£ a convcrs~~ion ~oCay Phillips 

EVincEd ~r£at intErEst in the ~~r1can scEnt and in t~E 

admin1stra~~on 1 s legislative pl~ns ~~~ticu1drly as r;.gards 

ta;.ation, c otton, utilities and rai)f'J.YS and hE took oC·· 

co.sion to E7.prE.JS his opinion tho.t 11 ·.~ .i.th any lucie" t.bc 

prESE"'t rECE& cion in A.'".!Erica shonld 0:1ly i.> E comparablE 

to that ~thich occurred in 1907 ; tl'.at rtct~sion was tlltn 

co~parativEly short- livEd and E~~nsion continued therE­

after t~~ugh thE end of thE war. 

Phillips also mentionEd thE recEnt rEvival of s old 

hoarding and said that his inquiries ho.d not produced much 

dEfinitE infol'lllD.tion .but thE movtmcnt did not no17 sEEm to 

heVE any grEat i r.tpE tus behind it. 

28 

He also mEntioned Prance's proposEd rEpaymEnt of the 

~40,000,000 railway credit and said that "the rEal inwardncse" 

lay 
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l ay 1n thE f ac t that British bank advancEs had incrEaSEd 

to such an EXtEnt that thE bankErs wErE lEss kEEn on such 

a crE<'Ut , l.!y own information from thE banking syndicatE 

is that thE FrEnch authoritiEs \7ishEd to rEm:w thE c rEdit 

but on inprovEd tErms both as rtgards intErEst and sEcurity; 

thEy citEd th£ rEcEnt Swiss lonn as n prEcEd Ent , !lorg~a~llJ~,_-... 

and Lazards Ex:>lr.inEd that tht joint stoclr banks which has 

absorbEd thE ovcr\7hEJ.mi~ mnjority or thE crEdit wo•J.ld b E 

unwill i ng to rEurw now on such t Erms as wrmld apparently 

mEEt l':ith FrEnc:h app roval , ThE F'rEncr. \ '1£t·c th~:"£fm:<. acl.v~.sEd 

to rEpny tr E crE dit thus crEatine; a ravo::>o1:'1E imprn:t.1.on 

and to t akE up E£ain in January or ~tbruery thE nEgotiation8 

!'or o. nEw c r Edit on bEttEr tErms , Phillip~ stat Ed that 

Franc£ had obtainEd sufficiEnt cold and !'orEign ExchnngE 

sincE tnE last dEpreciation to rEpay thE crEdit without 

d1f1'1culty. 

Trading in Brazilian securitiEs was rEEstablishEd today 

prcoumably bEcaus E no morE nrccisE i~£ormation rtgardinB 

thE oituation SEEmEd to b E forthcominG and trading was t ak1.ng 

placE on othEr markEts , ThE chane;es in prices can bE il­

lustratEd by thE 1894 Rothschil~ !'unding which i s s EcurEd 

on thE customs : it opEnEd at 60 :md closEd at 73 ; on 

l!ovtml:Er 
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novembEr 10 it stood at 94. 

ThE fact that thE dollar movEd in thE morning almost 

a cEnt 111th acc.rctly any dEaling to.k1ns placE has givEn 

ris E to the comment that thE British and AmErican authori­

ties may bt intEnt on kEEping thE prict of gpld n~ ita 

currEnt l LVEl niY.l not 1Ett1n::; thE .>rE1111ur: run ott. 

sus 

CSl3 

I 

\' , 
~ 

BIIIGHAM 

"\;\ 

• .,.. 
~ 
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SEcrEtary of StatE, 

'lashington, 

1606, ;<ovmbEr 15, 7 p . m. 

FOil T;-JE r..::.<S!JRY . 

GRAY 

Paris 

DatEd NovEmbEr 15, 1937 

Rcc 1d 5:14 p . m. 

A s~-ocficial statEmEnt ~dE on Saturday night by 

BonnEt in thE for.n of a rtply to ~UEstions i s publishEd in 

thE prEss to tLE Effect that thE Sl•itish :;>ouncs 40, 000, 000 

crcdi t •vill bE intq;rall y r Epaid as call Ed for, bEtWEEn 

thE SEcond an<•. twEnty- si xth ol' DEccmtE r , It i s ad<". Ed 

that thE improvEmEnt in thE situation of thE Frrnch currEncy 

makEs this possi blE and ~ratitudc is ExprESSEd to thE 

Eri tish C-ovErnl!lEnt and t o thE llritish bankErs f o r thE 

assistmcE thus providEd, T'nio s tatcmtnt has bErn g1 VEn 

widE nnd fnvorabl~ notice in thE p~cc~ . ~E succEstion 

appEars that the TrEasury olms to n EGotiatE e furthEr 

crEdit in London Early i n January. 

At the tiT.!£ of tht nEgotiation thE crtdit was EquivalEnt 

to a bout 4, 000, 000, 000 fran cs . At tht prEsEnt r atE of 

ExchangE it = ounts to nEarly 6, 000, 000, 000 francs , ThE 

Dri tish prEss quotEs l3onnct as stat in: thst thE FrEnch 

Exch~E fund will providE thE nEceosary cxchnns E for th£ 

rEno.ymEnt. 
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-2- /,ol606 , !lovEmbEr 15, 7 p .m., from Paris , 

WhilE BonnEt ' s announcEmtnt " prErrEd to abovE and 

rEcEnt rEduction of th£ intErE:: t. ratEs or th£ Bank of France, 

would probably, normally havE had a stimulating effect upon 

the French Excha.ngt and SEcurity markEts today, thE rEnewal 

ovEr thE WEEkEnd or insistEnCE by officials of thE GEnEral 

ConrtrEncE or Labor that budgEtary balance was not ESSEntial 

and that labor would insist upon constitutional rtrorma in 

thE nEar ruturE in thE rorm or largE scalE natUralizations 

(crEdit , insurancE , ElEctric powEr, Et CEtEra) SEEms to havE 

had a deprEssing EffEct . 

aiD SECTIOl: Ol:E , 

VIILSON 

NPL:RGC 
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lt!Bo GRAY 

Parie 

DfltEd November 15, 1937 

REc 1d 5 :24 P oll' o 

Secrct£'-i''Y of Stc.te , 

··:aahington . 

160:3, Nov ember 15, 7 '9 · -'-t . (SECTI :..~ T\'10) . 

A fm-th:r d19t.urbin::; infl':.tencc wcs Q stc.tcmnt by 

Scvn·cc , .\ssistcr.t GenEr al Sccretnry of the Socialist 

Pa!'~:·, in t>e 1-'C Pr...J.I:tE ycstcrdcy t'l..~t "peopl e con:v:ncc to 

feel •.;::ct Bon:t: t 1 s mct!•od uill not be as effective r.s his 

pcr1:iocns hod hopEd, c.nd t m-. t i. n the ncar f uc'.IX'c ~·,c s ·~'\ tE 

s t~·o::-..:;1;: rio'cErl f!nt\ing i tsclf faced by fincn~ial .i1.f.fi­

cultS.cs t:'..E: r mr.wctl gravity of whicb wo·•ld constrai.n the 

most '.;i=.id to seck rc9ourccs '1her£ they e xist• , m£cnin.:; by 

tbc lettEr no doubt the usuc.l cani tal levy o.ftcn cdvo­

c e t cd by clements or th£ ExtrEME Ltft . In v iew o.f rEcEnt 

aff:!.r-~lr.\:4.ons th,:t cormletc l".r.r mony of views existed i n 

t h£ co.bi:Jet on f1nm1Cj al ·)ol icy , t ''iO c.ttoclc cooin;; :Lrom a 

:9ra im:nt t:l£mbcr of the Soci::ll~t !'arty caused c onsi<:cr­

abl£ rstonial!tlcnt 1n f~ncic.l circles . 

On the exchnng' m:.rkEt both a-pot ~nd fol'\'lard rc.tcs 

strengt hened in .favor of tC£ pound end t h£ dollar . ~~ 

pound is nor1 quoted c t 147. 45 after 1 47. 65 and th£ dol ­

lar 
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2- Uo. 1606, NovembEr 15, f rom Par1o . 

l.nr 29 •. ;,9 after 29. 57 . The fund we art told lost 8 one 

8ttrlin3 t s mornin3 but rrtricvcd en npproximntc ly 

cqui V!'.lcn t cmo\ nt t~·i 8 a ft ernoon . 

'1cntcs improved nbout 50 centiME: s but other French 

SECU!'::. ti t o showEd lit t l t chnngE . On the other hand int r.r ­

~tionlila ohowtd strength, 

P('.l'liamt nt L1£ Ets tomorro11 for the Extraordincry S£8-

sinn ,:: 1937 . ::>ioc~•.ssion of the bui:;tt is expected to 

con E::tcc tow:.l'<ls end of llovcn"otr nm in thE mE::ntil'.C it is 

ExpectEd to pr.so upon such qU£ot1ono en 1ncrc11scd m:g~:o 

and lillow::nccs for civi.l sErvnnto r. nd qt·.cs t i0ll ?f rcopr.n­

in~ nc:t year of the Paris Expos1 tion ~lcl,ch v1:tll cr .ll :."or 

a ru:w crrdit cf about soo, oco, ooo fr:mcs . 

In c ol'rEJ.ation ni t h rcd..:c!"ion of in~crcot r ntcs of 

tl--.r 3~: of Fro.ncc the Trccsury hns dec ided to rcm\c£ t'•c 

annur.l ;.ntcrc ot r c-. tc of 1 ts 75 t o 105 dl'.y ordinary Trrr.­

su;.•y bo:ns fr an 3 15/32nds% (ra te prcvr. iling since Scptt n­

bcr S lcot ) t o 2 31/3?.nds%. 

EliD (F I:ES'3AGE. 

WILSON 
\ 

NPL: RGC 

, 
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GROUP I.IEETIIIO • November 15, 19)7 

9:.30 a . m. Present: 

ti. M. Jr: 

Oliphant: 

Gibbons : 

Oliphant: 

H. li.Jr: 

llr . llagill 
lfr. Taylor 
lair. Oliphant 
ILr. Baas 
Mr. Gibbons 
Mr. IJpham 
llr. Lochhead 
!Jlr. Bell 
llr. lo!cReynolds 

This is my own personal reaction (re speech of 
Nov . 10) . I t hink the people that helped me in the 
Treasury di d a p~~ect~ magnifi cent job, and I 
appreciate it very, ve much. 

(To llcReynolds) And I want t o see t ha t Seltzer 
gets a r aise . 

And nobody ha s yet been able to find a single 
t echnical flaw i n the. t speech, and they won't be 
abl e to . And I t hink tha t the.t •s the f inal answer . 

I didn1 t know what I wa s going up against; maybe 
i t ' s just a s well. But it' s all right . 

lYell, I don 1 t think anybody can - I think the speech 
is fine - I don't think anybody can work With you 
and with t h is t eam as long a s we have and come away 
from tha t meeting without a good deal of bitterness. 
Tha t wa s a disgraceful and disrespectful performance . 

ilell, Herman, it was no different •• • • 

'llell, wa it a minute, Steve . And it looked to me like 
the whole set-up there, including Parker Gilbert ' s 
speech, was an attempt to take you i nto camp and give 
you an Al Smith Liberty League dinner - plus the r ac t 
that you were sandwiched in between a couple of 
Morgen partners, wh.i ch was marvelous advertising for 
them. The whole thing s tinks. 

I was dumfounded - my friend George Harrison leans 
over and says t o Lamont: "You' ve certainly got the 
Secretary of the Treasury boxed in here tonight, 
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li . I& .Jr: 

Oliphant: 

B. !A . Jr: 

Magill: 
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haven' t you?" And Lemont didn' t like it at all. 

Why would he, any more than Bruce Kramer did under 
similar circumstances at the Mayflower . 

Lamont didn' t like it at all. But I was surprised 
at George Harrison. Be said, •You' ve cert ainly 
got the Secret ary of the Treasury boxed in here 
tonight . • 

Well, there ' s no bitterness here, because it's Just 
as well, Berman, for me to know how these people 
feel. Now, I•m delighted tha t I know how Parker 
Gilbert feels , because Parker Gilbert has never 
talked that way to me personally . And on the 
other hand, the other Morgan partner shouted so 
everybody could hear within a hundred feet, •This 
is the best thing that ever happened.• And he 
didn' t care how- and Leffingwell was the first fellow 
in the Street who ever bad a nice word to say, and 
he 's never asked me to see him. But Leffingwell 
shouted at the top of hi s lungs, so everybody could 
hear it. 

I think we sit here and l ose the feel of what t he 
typical leaders~p of American business and finance 
i s , and it' s very illuminating to realize the hope­
lessness of trying to work with t hem. 

Well , you've (Magill) got to get on the Bi ll, don't 
you? 

Yes, sir, and I ' ve got one thing I 1d like to speak 
about before the •board of strategy. • We have been 
working with the Committee on capital gains end the 
undistributed prof i ts tax. I t hink we 1 ve been making 
very good progress , largely because the Chairman, 
Mr. Vinson, i s very anxi ous to complete his role 
and get done . So they are very apt to want to ID&ke 
some decisions on these things right soon. Well, they 
asked pr omptly what the yield of the undistributed 
profits t ax was for the current year. We sai d we 
would scurry around and endeavor to find out . Vr . 
O' Donnell has now done so, and informs me this 
morning that last year ' s yield, taking in account 
the individual surtaxes as well as the direct impost 
on the corporations, is 286 million dollars. We 
told them last year 625 mill ion. That's the s tory. 
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I 1 d better look that over. 

I told Kr . O'Donnell that I was not going to gi ve 
the Committee that informati on this morning. Now, 
they 're hot on our trail . \'le 1ve been get ting 
requests from Senators • ••• 

I think in fairness to Baas he ought t o have a 
chance to .... 

Be certainly should. 

• • • check it, and also Belveri ng 1 s people. 

Uh-huh. 

See? I mean whoever -I don't know who be bas, 
but he has a •••• 

rle has that woman. 

Well, whoever 1t is. 

4uestion of what assumptions are used, 

What? 

It 1 s a question or what assumptions • ••• 

'//ell, whatever it is, I think you ought to go at it. 
Y~u got this fellow Crum down here? 

Be's not down here now, but be wa s planning to come 
down the end of this week. 

Better ask him to be her e tomorrow morning. 

I•ll see if he can get down. 

See if he can get nwoy from his classes, wi ll you? 
Terribly important, George. 

Tbat•s r ight. 

What? 
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That•1 right, it is . 

Just wbat I 1 ve told you before - on these things, 
publicly, I've got to t ake it. 

On, sure, sure you do . 

So if Crum can coMe down. And I 1 d show it both to 
Belvering 1s people and your own people. 

Of courseL that ' s the point, the one you have Just 
made. 0 1 Uonnell tells me that McLeod left nothing 
around t he place to indicat e how he arrived at 625 
mi llion; but, so f ar as I can see, that i s prac­
tically immaterial for pr esent purposes , because 
it i s the Treasury ' s es tima t e of 625 mill i on, and 
it 1s the Treasury' s receipts, acknowledged now to 
be less t han ha1f tha t amount. 

I t wa sn 't 625 million dollars on that alone, Ros. 
I 1ll have to go over that. It was several items 
that added up t o that. 

Well , any·Nay, the Treasury takes it on the chin. 

r take it on the chin. 

No, I think I can keep i t off your chin. 

Well, let' s not get excited . 

'Rho ' s excited? 

I might get excited. 

(Hearty laughter) 

38 

That ' s very f unny . Who ' s afr aid of the big bad wolf? 
All right , George, don ' t get excited. 

O. K. , doing the best I can. 

Well, t hat ' s that. 

Needless t o s ay, I' d like the answer on this quits 
soon, because I'm the fellow whose head gets hit by 
the ball bats in the fir s t instance. And I would 
like to give them the information; a t least, I 1d like 
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not t o be damned too heartily for not being • ••• 

Well , he can get right at 1t . Get hold of 0 • Donnell 
right after t his meeting . 

Ar e you (Wagill) going to take him up with you? 

He doesn ' t necessarily have to go up with me. Wight 
be better if he doesn' t. 

And have Helvering ' s people in at the same time . 

Well -we ' l l have them i n, but that ' s Just window 
dressing; they don't •••• 

Now, George, we went through that once before. I 
don't want Helvering to go over and tell the 
President so~ething else . 

We 1ll have them. 

••• that this end is cockeyed and be ' s got' something 
\!lse . 

Well, you can have White and Acheson over. That 
woman isn ' t going to help much, but White and Acheson 
will. 

Now the s econd point I think George has already 
taken c are of, but I want to mention it - perhaps 
unnecessary, but for the sake of getting it empha­
sized. The Senators, e ven last week before they 
were all back to town, were calling up anyone 
around the Department tha t they happened to know, 
to get various types of statistics and estimates . 
?/ell, of course, there is no eart hly obJecti on to 
their having any public s tatistics that there may 
be . On the other hand, the l est fellow that was 
calling up was none other than Senator DaVis of 
Pennsylvania , who wished to know the statistics 
on the yield of the undistributed pr ofits tax, so 
he could make a speech - I believe he's making it 
tonight. And he called up somebody down in the 
Statistical Section of the Income Tax Unit; no, be 
called up somebody on the Joint Committee on Internal 
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B.M.Jr: 

40 
-6-

Revenue Taxation, and they called up somebody 
in the Statistical Section, and the Statistical 
Section did give some information, and i t was only 
by virtue of my putting the Juice on the Joint 
Committee pretty hard that we succeeded in keeping 
it from getting out . 

Well, that's absolutely - the rule l ast year that I 
laid down was t hat any lnformf.tion on statistics, 
anything else like tbat on taxes, should go up over 
my signature . llasn ' t tha t the way we handled 1t las t 
year? See? 

Well , I laid down the same thing, except putting it 
through myself . There's going to be a lot of these 
all through 

But who was tha t 1n George ' s section? 

Well , I t hink wha t h~ppened - as I understand it, 
Davis got in touch with the Clerk of the Finance 
Committee, and he got in touch with a clerk in the 
Joint Committee on Internal Revenue Taxation; and 
he got in touch, I think, with Whit e . 

Of the Bureau . 

Of the Stati stical Secti on in the Bureau. And got 
some infor mat i on. 

Well , can you tighten this up without my getting 
in on it? 

Yes, I think it's been tightened up, but it is, 
of course - • Just want to verify the proposition. 
It seems to be highly important that all figures 
of t ba t character should clear through me. I don 't 
want the grief, but I think it 's the only way to 
keep from getting utter contusion. 

O. K. I now, what else you got? 

I think that ' s about all . Vle 1 ve got a tough situation, 
but ... 

Well, they won't meet this afternoon, will they? 
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They want to, but I think we can pr obably keep 
them !rom doing it . 

Are you all through? 

(Nods yes) 

Want to go up now? 

I'd like to, if you will excuse ae . 

Cy, I want you t o stay, because Gaston's away. 
I want to show something to you and to Schwarz . 
Get hold of Schwarz flnd the two of you r esd this 
(story ab6ut""H·. M.~ by Cal Tinney in New York 
Post of Saturday, November 1), 1937) , will you? 
And after you•ve read this, I want to talk to you 
on this. Get hold of Schwarz. 

Right after this meeting, or at once? 

Well , let him read it and I want to talk to you, 
will you? 

Surely. 

Then come back. But I don' t want you to go up on 
the Bill; I want you to wait until I handle that . 

(Maglll goes out) 

Wayne? 

I was just a sking Ros - this wes a note tbat he 
gave me before. "The President suggested at the 
Cabinet meeting tha t the Treasury should cooperate 
with Agriculture and the R.F. C. upon the draft or 
the Commodity Credit legislation. Be suggested 
tbat you •••• . " 

Little louder. 

"Be suggested that you" - meaning me - "should 
represent the Tr easury in cooperati ng with the 
two other agencies in the drafting or t he proposed 
legislation." 
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Well, how is that being handled? 

All under Bell. Bell ' s headin& it all up. 

Oliphant has draf ted o bill. 

Working for you. 

That ' s right, for me; and I •ve sent a copy to Jesse 
Jones and asked him to look it over and designate 
somebody in the Commodity Credit to look it over. 
Then I said I assumed someone in the Commodity 
Credit Corpor ation would be designated to carry 
the ball, and I asked him to do it. I assumed 
t hat- now, you ' ve (Taylor) seen that ·draft, haven ' t 
you? 

Yes, I went over it with Clarence last week - the 
latter part of last week - certain of the - one 
dr aft , which was the temporary; that Wad only the 
Commodity Credit i tself, not ha ving to do with the 
res t of the bill, you see. 

Just Commodity Credit. 

This was the so-called emergency Commodity Credit, 
a s against the permanent Commodity Credit. I told 
Clarence that I thought we ought to do both . 

Well , I don ' t know an.ything about the permanent 
Commodity Credit, unless that photostat copy of t he 
dr aft of the bill on my desk is •• •• •• 

'l'na t • s it . I mean I haven 1 t looked a t the t ei tiler, 

Let me make a suggestion. Wouldn't this be a good 
time for me to call Jim=y Roosevelt? •Now listen, 
Jimmy, there seems to be some crossing of wires here . 
This is an independent agency as far as the Treasury 
is concerned, and if the rule still works which used 
to work l ast year, on a thing like Commodity Credit, 
we prepare it and give i t to the Director of the 
Budget, and under the r ules laid down by your 
father, be is supposed to be the clearing house 
for legislation. Now, I tllink you better t ake it 
up when Congress is starting and let ' s see where 
we're at. I'd like to continue to 'ollork t hat way. 
Makes it much e asier for me . " 
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You mean work through the Budget. 

Yee . 

Well , I a ssume that we ' re going to do something like 
that . You remeaber last year I submitted a weekly 
statement to him as to the status of legislation, and 
I'm going to do that again. 

Jimmy on these independent agencies - let him talk 
to his f ather, let him g et it straightened out. What? 

These are two different things, I think. One is 
t he tempor ary bill, which is the so-called 
"independent agency"; and the other is the permanent 
program. 

On t hat permanent program, I'd like to say just a 
word . 1bere ' s been some thought of the possibility 
at this time of - not after the reorganization bill 
passes, but a t this time t o draft a bill that would 
concentrate and pull together all agricultural 
lending agencies. Frankl y, I'm very fearful of 
that, that if we try a t this time we are likely to 
defeat the reorganization bill by tipping off some­
body's hand there on the Bill as to what we pr opose 
to do when we get the reorganization bill . 

But here Congress is starting end I ~t a message 
from the President t he t I'm going to get t ogether 
with Jesse Jones and - who else? Let me see that . 

Apparently he doesn ' t- the way it was, I asked 
Ros about it, a nd ha doesn ' t say that you should, 
he says that I should. 

llid he menti on you by name? 

Yes, that ' s what I 

Well, I still say that just because the President 
says it doesn't make it that it ' s perfect. And 
I think I should call Jimmy 1 s attention to it . 
Congress is starting, and let ' s get this thing -
I th~nk you ought to get it straightened out; wouldn't 
you (Bell) like to have it straightened out? 
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Yes, but I take it what the President means is that 
Wayne should get together with them and draft a 
bill, and then it would go through the regular chan­
nels; it would come to me after the three representa­
tives finish With it . 

I still say I think if we call him, it would be 
helpful. 

I think very, because I don't know what to do. 

If you don ' t mind my saying, I don't - well, I 
think you ' ll find that the President has forgotten. 

uo you mind, just before you call him 

Just let me get t his . 

(On White House phone) Jimmy Roosevelt, if he 's 
in, please. 

That is, there' s two things floating around t own: 
taking care of Commodity Credit and pulling all the 
lending agencies together. 

Three things, you might say; there are three things. 

(On White House phone) Good morning to you. 
Fine . Jtmmy, there is this matter which bas 
come up which I think you could be very helpful on . 
I got a note from Cabinet meeting, which I wasn't 
at, on the question of getting this Commodity Credit 
bill in shape, you see. Now, what we •ve been doing 
here in the past is, we ' ve been working on it -
Taylor's been worki ng on it with Jones and Agricul­
ture, and then when we get it whipped into shape, 
under a lot of rules and regulations that your father 
laid down l as t year, it would go to Bell as Director 
of the Budget. Now, the reason I am calling up is, 
we are starting here; I think possibly your father 
may have forgt.otten some of the rules and r egulations 
that be laid down in writing last year as to how 
legislation should clear for all agencies, including 
regular departments, and I think it would be a good 
thing to clear tha t up and let's see whether he wants 
us to follow the old rules or is he going to give us 
some new rules. Don't you think so? 'Nell, I 
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think for his sake , see, that it is much better to 
have the focal point the Bureau of the Budg~t, and 
t hen - from his standpoint, and then it makes one 
person r esponsible; and other wi se, people go up on 
t he Hill and they lobby Just like any outside agency 
and they cut each other ' s throat and your father 
always suffers by it, sa? And so, from his stand­
point, I think he ' d have much better control if it 
went t hrough the Bureau of the Budget . And 
if you could , then - I mean in the meantime we ' re 
going nhead and working on it, you see. But it 
woul d be helpful if that was cleared up. - -
rhank you very much. (Conversation finished) 

Now, that - you see why, Berman, I di dn't - the 
permanent doesn' t i nt erest me . This other thing, 
a t the eve of Congress - question of procedure 
r ather t nan . . • Bub? 

Oliphant: Yes . 

H. M.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H. ll. Jr: 

Mea : 

£1 . 1.1 • • Jr: 

Bell : 

B. M.Jr: 

Bell: 

H . 1.1 . Jr: 

Bell : 

See wbot I mean? 

(Nods yes) 

What? 

Yes, sir. 

All right? 

Is that a good method of procedure, lo!ac? 

Yes . 

Be wonderful if they lived up to it . 

I t was pr etty successful . 

l'lbat? 

Pr etty successful . 

Be asked me bow 
or the new way . 
used to be . n 

did I pr efer to have it, the old way 
I sai d , •The old way, the way it 

What's the new way? 
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!f the independents are concerned, they'd probably 
clear it through Ji.mmy' s hands. 

The circular is still in full force and effect . 

Wac 's got the point. 

That ' s the reason the boss wanted to say that to 
Jimmy. 

That's whe t I was after . 

No question in my mind what he was after . 

I wondered what J immy meant by the new way. 

4S 

Want me to get o dr awing boar d and piece of crayon? 
J/hat? 

I know what he means. 

I thought it was a very nice way to put it up to 
Jimmy. I mean is he going to be the clearing house 
on legislation, or are you? Get me? 

Surely. 

kre you sat isfied, Kr. Oli phant , on that? 
you see what I •m getting at - question of 
Now let's go on. 

All right, Wayne? 

I mean 
procedure. 

'Nell, do I wait until I hear from these two boys t hen? 

Oh, I wouldn't wait; I' d go ahead. 

And continue with what we have been pushing . 

Sure, so that they don•t say, "We're waiting." Now, 
go right ahead and push the thing, so a t least - I 
mean they might call up at any minute and say, "We 
can't do the Agriculture bill; we ' re bogged down. 
Let's do the Commodity Credit bill . " And I don ' t 
want them to say, "Well, the Treasury isn't ready." 
See? 
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Well, I think we 1 re in pretty good shape, don' t 
you (Oliphant)? 

Well, I do too. But I'm going to be frank; now, 
if we don't agita te at this time bringing all the 
lending agencies together •••• • 

41 

,'/ell, who's • • • • J.lll:ybe :you and I - what I ' • talking 
about is to set up Commodity Credit as a permanent 
agency, each year take an inventor y, each :year make 
good their capital, and run it as a separate agency . 

Oliphant: Leave everything else alone until the reorganization 
> ""\ __ bill passes. 

a .~.Jr: Absolutely . 

Taylor : 

l.lcR : 

H. II . Jr: 

Oliphant: 

Taylor: 

H. M. Jr: 

Taylor : 

B. ll.Jr: 

Yes , but set up Commodity Credit 1n such a way that 
it can fit in, whatever is done . 

Oh, it can fit in on your reorganization program as 
an independent agency . 

Hasn't a nything to do with lending agencies a t the 
present t ime . And if the Presi dent wants to bring 
all lending agencies together, that's something 
again. 

After be gets his r eorganization bill. 

Yes, but just in case you can' t get the reorganization 
bill , let ' s have t his thought out so we can • • •• 

But Wayne, you•ve been worrying right straight along 
about the future of Commodity Credit and its relati on 
t o the other lending agencies . You've t alked about 
all the lendi ng agencies being pulled t ogether under 
Jesse Jones . Now, that's not ready yet . · 

Well , I realize tba t perfectly. 

But this thing - we get an order from the President 
to have legislation ready ao .. is commitment which 
R. f . C. has made can be taken over and made a commit­
ment of Commodity Credit. And don ' t let' s worry 
today about what ' s going to happen to the lending 
agencies . 

• 
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I wasn ' t worrying about it, but I said not to for get 
that 1n case the other thing doesn ' t work out, that ' s 
all. 

Everybody moderately happy? Berman? 

Perfectly. I•m not quite awake, but I ' m happy . 

Some time tomorrow I ' m going to give you about an 
hour. I' ve got a lot of stuff that ' s accumulated -
lot of t hings. 

I 1 d like to see you if I can get a minute after this 
meet ing. 

O. K. 

Georgie? 

Nothing 1n particular. 

You•re coming in at 11 to talk about business, etc. 

Yes, sir . 

Bring in your gang, will you? 

O.K. 

Did you see Lieutenant Burke this morning? His pic­
ture is 1n the •••• 

What did be do? 

Be flew over that ship, picked up - was responsible 
for dropping that smoke bomb that scared the sharks 
off and saved two fellows that were floating on the 

What paper is that? 

The Herald. 

Washington Herald? 

.. . 

Washington Herald . It ' s on the third page. His pic­
ture is there, with the goggles . 
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Most of them gave the Navy first call on that , 
though. 

1hey got the right story in the Herald. 

Is tbat right? 

He flew over the thing and theae fellows were in 
life belts, you know, and kicking around - about 
fifteen sharks surrounding each one of them . He 
swooped down and scared the sharks away, dropped 
the bomb, and then kept hovering over until the 
Mendoza came up . 

Those fellows had been floating tor twenty- four 
hours. 

Yes . 

In the Herald . I 111 get it. 

l(ight have been an early edition. 

(To Kieley) lo!r . Gibbons says that there is a 
s t ory in today 1 s Washington Herald about Lieutenant 
Burke making a rescue. ••111 you get it for me 
please? 

Yes, sir. 

What else, Steve? 

Nothing else . Everything's 

Got a nice telegram !rom your friend Hague of New 
Jersey on this speech. 

Uh-huh. 

Very nice telegram. 

I think we should send Herman into Wall Street as 
an appr entice in a brokerage shop. 

Another way around: send Wall Street do~n as an 
apprentice in Herman's shop . 
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I mean you go into any brokerage shop in the country 
and say, "Such and such a railroad is a good buy. w 

wwell, is that so? Well , llow much do they earn? 
llhere do tlley run?" 

Tiley can't tell you a tiling a bout it; tbey Just 
know it' s a railroad. 

Vlell , what was this, a dirty dig? Your (B.M.Jr) 
suggestion I like, but .••• 

No, but going back to tile Wilson Administration, 
Carter Glass was practically in the same position 
in \'/all Street from 1912 to 1920 as the Pres ident 
is now; now Carter is an economic royalist. I can' t 
take tile tiling seriously. 

St eve wants you (Oliphant) converted . 

I don't see why Herman' s surprised. 

Tllut •s my reaction. 

Wbat the hell did you think they were going to be like? 

I said you (Oliphant) can take care of yourself. 

Sure . I've been thinking about it. 

But going up into that camp did you a lot of good . 
~ou ought to do it again. 

No, I don ' t want to go again. I'm not going to go 
again . Be a hell of a long time before ••.• 

You betcha l The point is, we work with our friends . 

Tile surprise would have been if they had been any 
different than they were. 

Wy r eaction is that it would have done us a lot of 
harm if they llad acted differently; the people in 
the s ticks would have said that "Morgenthau is going 
over to Wall Street." 
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Well, the answer is •• •• 

When you count up the votes, those fellows up there 
don ' t count very much, 

Well, i t ' s being a gentleman that ' s - but i t ' s all 
r ight. 

{Nods nothing) 

It was a foolish performance. You had a right to 
expect a little more gentlemanly conduct . 

Well, it ' s all right. 

\7e have a telegram from Tokio on the last gold 
shipment - the three gold shipments I mentioned -
and as usual , they say "This is the last gold 
shipment . " 

~et me have it . Like Sara Bernhardt ' s last 
appearance. 

Dan? V.'hat• s the matter that your balances keep 
going up? 

Bell: Yes . 

H.M. J r : 

You remember the President spoke to me one time 
about a month ago of moving some of the War Depart­
ment out of the State Depa.rtment building in order 
tog et room for the State. Be found out for the 
first time that our organization down at the 
Munitions Building was involved, so I suppose we 1ll 
never get it moved now. Well , I ' ve found a building 
down at 9t h and K - 9th end B, I guess - Printcraft 
Building, which we can rent by moving out some com­
mercial people and moving out Soil Conservation. 
Give us about 50,000 s~uare feet , just about right, 
for a dollar a foot. \lith your approval, I' ll go 
ahead and move tha t emergency accounting organization 
and then tell the President he can move the whole 
Vlar Department out of there . 

What you going to do with the people in Soi l Conser­
vation? 
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Well, they only occupy a small space, and Guthrie 
can find space for them. It ' s easier t o do that . 
Guthrie has a ••• 

Who has? 

Guthrie, of the Park Service . 

de can find a space for them . As a matter of f act, 
we can get in the ~ommercial ~ational Bank or the 
District National Bank. We can put the whole 
accounting organization in this one bi g place; 
otherwise, it means we have to go in several 
buildings . 

I don't like Soil Conservati on, you know. 

Well , I ' ll go ahead. 

NoYI , the audit of the Stabilization Fund is completed 
and ready for you to take t o the Pr esident, snd that 1 s 
the usual letter to the President (Handing to R. M. Jr). 

Well , I don ' t knoYI if I ' m invited for lunch. !lac, 
tell the girl to l et you know, and see that I take 
it over today and lay it on his desk. He Just sort 
of touches it and says, "O.K." 

There's a cute story going around l¥ash1ngton about 
the President . Dan Roper goes in to see him on a 
pr oposition. He said, "A hundred percent right ." 

Ickes comes in to see him on the 
diametrically opposed •to Roper . 
"A hundred percent right ." 

same proposition, 
President says, 

Then Eleanor says, "Franklin, that isn't right. 
You told Mr. Roper •a hundred percent right • and 
you a lso told Ur. Ickes •a hundred percent right• . w 

He s ays, "Eleanor, a hundred percent right . w 

( Laughing) That ' s all right . That makes Dan and 
me a hundred percent right too. 

Lot of times . 
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I thought I was pretty cute on this J~ Rooae•elt 
thing, this story; I didn1 t know how 118111 ot you 
would tumble to it. 

All right, O. K. ? 

That 's all I have . 

llac? 

Notn.ing. 

Berma n, you want to see me a ~ute. 
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TREASURY DEPARTMENT 

WASHINGTON 

Nnv t 5 Jq'l'? 

Dear 111'. Prealdent: .. 
Section 10 of the Gold lleaerft Act apprond 1~:r 

SO, 19S4, eatabllahea the Stab111~t1on lund 1n the ..ount of 
two billion dollara out ot tbe lno~nt reauJ.tln8 trca the 
reduct ion 1n the wight ot the cold dollar, and prortdea that 
an annul audU of euch fund ahall he •de ed a report thare• 
ct au'blal.tted w the PrMi6alll . In accordellce with thb 41rec­
t1cn, there ia tranaittad herewith a detailed audit ot tbll 
fund aonrln& the period 1Una SO, 19S6, to 1nne SO, 19S7. 

The aalniatrat1w auparrtalon ot t h1e tnnd haa hean 
under •T ~41ate direction, ed all tranMct1ona tbllreunder 
han bad either a,. approftl, the Under S.cret&rT'• or the Jla­
oal .t..taiatant Secret arT' • . Ot courae TOU Jmo• tbll flneo 1al 
tranaacttona in th1a fund are not subject to renew b)' eDT 
other officer ot the Gonrnmeat. In Tie• of th1a tact , I hen 
appointed a oO&Iittee ot three Treuury ottioiala 1lllo are not 
oouected 1n 11111 •:r wi tb the office haTins mpeniaion of the 
a4m1nUtratin account• to II8.IDa 1111 independent audU. The re­
port ia, ot oourae, atrictlr confi6ant1al, 1111d I ausseat that 
•ban TOU hen loolrad it onr it be returned to the 'l'reaaurr tor 
aate bepins untll the fund hae aerftd ih purpoae, at which 
tiae the c<wplete record ae.r be ae.de public . 

l"a1tht'lll17 TOur•, 

Secratarr of the T .... Sil1"7. 

The Pr .. 14ent , 
The White Houae . 
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Noveober 15, 19~ 

HM,Jr today sent for Lubin to inquire the progreae 
he wa s making in the survey in connection with Government 
purchases which might be made at other than the peaks of 
seasonal demand. The Secretary had suggested that such 
a survey be made when he held a conference on the subject 
in hi e office in !larch of thiu year. 

Lubin reported that he had been working on it, but 
that the War Department had been hedging on furnishing 
the information fro m t heir Department and because of this 
lack of cooperation, Lubin was not ready to report. 

The secretary t hen telephoned to Secretary Woodring 
and Adcdral Leahy and requested them to g ive him the 
amount of unexpended funds available out of this year's 
appropriations for t he purchase of textiles and shoes. 
Both promised to g et the information t o t he Secretary 
before the day was over . The Secretary then telephoned 
to Admiral Peoples to ask for i dentica l information con­
cerning relief organizations . 

The Secretary's i dea is to try to have the Government 
use available funds from these Government activities for 
t he purchase of textiles and shoes in order to take up 
t he slack in t hese t wo industries which are at their worst 
at this sea son of t he year , thereby lessening the unemploy­
ment situation. 

Hll,Jr also discus sed with Ur. Lubin the thought t hat 
had occurred to hi m of having s oa:eone like General Woods , 
of Sears- Roebuck, or some other bi g merchandising man , 
come down to Washington to work out a plan for disposing 
of various commodities. He cited as an example the pres­
ent surplus stocks of co tton, and sugg ested a campai gn on 
a n~tion-wide scale f or t he utilization of cotton and a 
publicity campaign whioh would popularize tt.e use of cotton 
in the public mind, resulting in its increased consumption. 
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Oper ator: 

a . .:A .Jr: 

George 
Harrison: 

8 : 

~1. !4. Jr: 

II : 

B.ll .Jr: 

8 : 

H.M..Jr: 

H: 

H.!I.Jr: 

B: 

B.M.Jr: 

H: 

8 . M. Jr: 

II: 

H.ll .Jr: 

H: 

H.!i. Jr: 

8 : 

Governor Harrison. 

Hello . 

Hello . 

Hello, George . 

Good morning, Henry . 

How are you? 

Go ahead. 

First rate, thank you. 

rlhen you comi ng to town? 

November 15, 19)7 
10:)) a .m. 

ss 

Well now, that's what I wanted to talk to you s bout. 
When 1 spoke to you the other night •••• 

Yes • 

•• I - I had understood and hoped that we were having 
a meeting of our full Committee on tomorrow. 

Yes. 

But that's been postponed, much to my r egret .. . 
Yes. 

••• until next week. 

Yes. 

But I still am very anxious, if it's agreeable to you, 
to have a quiet chat witb you some time before that 
meeting. 

Well, what ti.me is your meeting next week? 

It • s on Tuesday. 

Tuesday . 

Tuesday morning . 
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o~ell, may I look up Ill)' schedule tor next week and 
call you back? 

57 

Yes , that•s what I thought - I 111 come any time you 
want; I mean this week or then or aqy time you suggest. 

All right. MIIY I do that? 

It1 s - woat•s that?' 

!Jny I do t~t, Geor ge? 

Yes, would you? 

Yes, sir. 

Lxcept tha t I do hove an engagement for sort of a 
memoria~ dinner t o Jus tice Holmes in Baltimore on 
'rnursday; I could get out of that if that •s the 
only night. 

Vlell, let - let me look into my program and see what 
I can do . 

All right, tbaru: you very much. 

I ' l l call you back . 

T'nank you. 

Thank you. 
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a . u.Jr: 

0 : 

H. II.Jr: 

Barry 
1'/oodring: 

H.IA.Jr: 

W: 

B.M.Jr: 

W: 

H.M.Jr: 

W: 

H. M.Jr: 

W: 

S. ll . Jr: 

W: 

R.M.Jr : 

W1 

Operator. 

Noveaber 15, 1937 
10143 a. m. 

Secretary of War, please . 

Right . 

(Long pause) 

Bello . 

Good morning, Henry . 

Bow are you, Harry? 

All right . 

Good. Barry ... 
Yes. 

. . 
' . 

58 

I wondered if I could work With you on the following 
proposition. I'm calling up yourself and the Navy 
and al so the Veterans, a.nd I wondered under existing 
appropriations how much money the Army has got that 
they could buy now textiles and shoes, if they were 
to take all of 'the unexpended funds in this year ' s 
appropriation for textiles and shoes and to advertise 
for contracts now. 

You don ' t mean by that money that was appropriated 
for any other purpose? 

No, no, no, no. 

Just the money that we haven 1 t expended that 1 s al- -
that was already under that category. 

That's right. 

Well, I tell you, it won't be very much, because I 
went into it on wool; for instance, the wool people 
came down ••• 

Yes 

• • and we bought - I thi.nk it was last year we bought 
about two or three years ' supply in order that - to 
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help the wool industry . 

Yes . 

59 

Now, you want - you want me to look it qp on textiles 
and shoes . 

Tex- - yes; textiles would be all-inclusive . I mean 
it would include wool and •••• 

Yes. 

••• whatever- sheets and everything that I under­
stand that comes - ~~er the ••• 

Yes . 

••• textiles. 

Yep. Well, I don ' t believe it will be very much, 
because as I say, we went into yardage for over coats 
last year, and wool blankets, and everything like that, 
in order to help the wool people out . 

Well ... 

But I'll look into it . 

Row long - well , how about the C. C. C. ? 

Well, that - I think - answers - answers it for c.c.c. 
But I'll look it up on all textiles and all shoes. 

Row long do you think it' ll take you? 

Oh, itt 11 take us during - oh, it will take us over 
during the day. 

It would? 

I think so -maybe before two o'clock. 

Well, t hat ' d be marvelous. 

I ' ll get you an answer just as soon as I can. 

Will you call me personally? 

Regraded Unclassified



WI 

n.u.Jr1 

WI 

H. ll. Jr: 

H. M.Jr: 

W: 

B. IA,Jr: 

W: 

B. IA.Jr: 

W: 

H.M,Jr : 

W: 

Bdl. Jr: 

WI 

-3-

Call you personally, yea. 

You - you see what I 1ve got 1n aind? 

I know; I see. 

All right . 

We'll - we'll work with youi 
go ahead and handl e it - al 
have unexpended, ••• 

That ' s the idea. 

and we'll do - we'll 
the funds that we 

... unauthori- - unobligated. 

Unobligated. 

so 

Yes . But I don' t believe that they ' ll be very large, 
but we'll go ahead and work with you. 

Well , whatever you •ve got I think would help. 

Yep . All r ight. 

Very much obliged. 

I' ll call you. 

Thank you. 

Goodbye. 
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Operator: 

fl . W.Jr: 
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Hines : 

H.!A.Jr: 
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II .» . Jr: 

li: 

II .K.Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr : 

8 : 

fl .M.Jr: 

B: 

H.M.Jr: 

H: 

Hello. 

loveaber 15, 1937 
10150 • ••• 

General Hines, but be's in Mr. Bell's office. 

General Hines . Well , all right, let ae talk to bim. 

Right. Go ahead. 

Yes . Hello. 

Bello, Oeneral. 

Yes, Mr. Secretary. Bow are you? 

Fine. 

Yes, sir. 

General, I wonder if - if - i f you could help me 
out a little bit. 

I 111 do everything I can. 

I'd like to know from you how much money you've got 
out of this year ' s appropriation which is not obli­
gated which could - we could designate it for the 
purchase of textiles and shoes. 

Oh-huh. 

How much money you've got left that- that •••• 

On those two items particularly? 

Textiles and shoes. 

Yes. 

Well ... 
I have already indicated to llr . Bell a reser'l'e alone 
the l ines , you know, the President indicated, out of 
our - every item where we thought we could make a 
saving. The sum total of that he has here, but on 
those two items I'd have to check up a little on it. 

61 

No, I '• Just today interested 1n - in what i s covered 
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in - in the wor d "texti les" ... 
Yes . 

••• and shoes . 

I s ee. 

Bow much money you' ve got that you could use for 
purchasing now, right now. 

I see. That we could go in and purchase our 
supplies ahead, in other words . 

Right. 

All right, let me look it up and I ' ll call you back . 

How long will it take you? 

Won ' t take very long . I'll ... 
Some time this afternoon? 

Yes . 
with 
them 

Fine. 

I ' ll - I'll call you as 
this hearing; I'll call ~ 
to get busy on it . 

soon as I get through 
peopl e now and tell 

And then I ' ll call you as soon as the data co•es to 
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~ desk. But it will not be later than this afternoon . 

Fine. 

All r i ght. 

Thank you. 

You' r e welcome. 
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Operator: 
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Operator: 

H. r.l .Jr: 

Operator: 

ll .ll.Jr: 

Operator: 

ll . ll.Jr: 

Operator: 

R. I4.Jr: 

Operator: 

Bello. 

Joveaber 151 1937 
10:58 a.m. 

Mr. Edison is out of the city until tomorrow. 

Ah - Adlliral 
Adairal? 

Oh - Standley? 

oh, who ' s the IWiber ODe 

No, it's his successor, Standley ' s successor; you•re 
six months behind times . 

All right; well, I 111 get him. 

Find out who it is. 

All right. 

Find out who it is. 

All right, I•11 get him. 

Right. And let me know his naae. 

Yes, I will. 

(Pause) 

R. M.Jr: Bello . 

Oper ator: Admiral Leahy. 

II .M.Jr: Right. 

Operator : Go ahead . 

H.M.Jr r Bello . 
W1111u D. 
Leahy: Adalral Leahy speaking. 

B.Y.Jr r Henry Yorgenthau, Jr. 

L: Yes, Yr. Yorgenthau. 

1:1 , IA.Jr: Admiral, I tried to get somebody in the Secretary 1 s 
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office and I wasn't successful, and I wonder if 
you'd help me out . 

Yes, sir. 

What I' d like to know from you i s th1ss Bow IIUCh 
money you ' ve got left i n your appropriat i oa tbat 
could be used now for tbe purchase of textiles 
and shoes for tbe Navy . 

How mucb money we ' ve got in our appropr iation • • • 

Yes . 

•••• " l!:!. 4 "!"II could use to buy t extU es and shoes. 

Yes, out of this yearr s appropriation - unexpended, 
unobligated funds . 
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That - that is for - for t be Navy, textiles and shoes 
for· the Navy . 

That' s right , 

Yes . Yes, I •ll find out and let you know 1n a -
1n a f ew minutes. 

That'd be wonderful.. You - y ou understand what I 
mean; I mean if I sai d - or the President said to 
you, "Now, Admiral , I want you to go ahead and buy 
shoes and textiles now and not wait untU llay or 
June, " you see, how much money would you have a vailable? 

Yes, sir; I'll let you know that 1n half an hour . 

Thank you very much. 

By telephone, llr . Secret ary. 

I'd appr eci ate that. 

Yes , sir. 

Thank you. 

Right . 
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H.li. Jr: 

Oper a tor: 

H.M.Jr: 

c. J . 
Peoples: 

H. M. Jr: 

P: 

H.li.Jr: 

P: 

H.M. Jr: 

P: 

H. li. Jr: 

P: 

H.M. Jr : 

P: 

H.li.Jr: 

P: 

H.M. Jr: 

P: 

Hello . 

Admiral Peoples. 

Hello. 

November 15, 1937 
11:02 a .m. 

Go ahead . 

Good morning, J.lr . Secretary . 

Good morning . 

Good morning, sir . 
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Admiral , I have personally contacted Army, Navy, 
alld General Hines on textiles and shoes, a nd I'm 
going to ask you to filld out how much money is 
available in the relief organizations for textiles 
aJld shoes that is unobligated and unexpended out of 
this year ' s a ppropriations . 

I n the relief - yes , sir, in the rel ief - - •• 

The buying that you have actually ullder your control . 

Yes . 

I mean so if the President should say, •I want to 
use up all the funds that are available in the 
Hopkins organization for textiles and shoes,n how 
much is there available? 

Yes , sir . 

Is that clear? 

Yes. Yes , Kr. Secretary. 

All right. Now -

I ' ve got - Kr . Secretary. 

Yes . 

I•ve got a memorandum ready for you on this question 
of anti cipated purchases and t hat sor t of thing, show­
ing what - how far they 1ve gone already. 
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H • .M. Jr l 

P: 

H.M. Jr: 

P: 

H.!l. Jr: 

P: 

H. M.Jr: 

P: 

R.!.l.Jr: 

P: 

H.M. Jr : 

P: 

R.ll.Jr : 

P: 

H.LI. Jr: 

H.LI . Jr: 

P: 

H. M,Jr: 

P: 

H.M. Jr: 

- 2 -

Well - well, that ' s what I ' ve been wait i ng t or t or 
t our months , 

Well , i t shows what they might be abl e to do, and 
what thay have done already, see. 

Well , supposing ;rou have it here at ll: 30. 

At ll:30? 

Yes. 

Yes, Mr . Secretary . 

You and Collins . 

Yes, sir . I ' ll be there, 

Better make it a quarter to twelve . 

Quarter to twelve. 

Yes, you and Collins . 

Sure to be . 

Now - but now this other thing, this thing that I ' m 
asking you on textiles and shoes out of relief -
everybod;r else that I called up said they' d give 
it to me this afternoon. 

All right, sir, tine and dandy; we ' ll ••• •• 

Admiral Leahy said he ' d give it to me in 30 minutes , 

(Laughs) Well ••• • all right, sir . 

So let •s see it you 1 re as sood as the NavY . 

All right, Mr . Secr etary. 

All right. 

Thank you, sir. 

Goodbye . 
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H.M.Jr: Hello. 

Operator: Admiral Lea by. 

H.". Jr: All right. 

Operator: Go ahead. 

H.U.Jr: Hello, Admiral . 
William D. 
Leahy: Mr . Secretary. 

H.M. Jr: Talking. 

November 15, 1937 
12:14 p.m. 

L: I ' ve f ound the a nswer from a rough estimat e to your 
question about the money that's available for obli­
gation for textiles and shoes . 

B.M.Jr: Yes. 

L: It is $11 910,000 . 

H.M. Jr: Now, what part of that is textiles? 

L: $11 400, 000 textiles and $510,000 for shoes . 
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H.U. Jr : One million four for textiles, and shoes is how much? 

L: Five hundred and ten thousand. 

H. U. Jr: Five hundred and ten. 

L: We already have outstanding obliga tions of $943, 000 
for textiles. 

H.M.Jr: Yes . 

L: And $518, 000 for shoes . 

B. M. Jr: But that's not included i n this figure. 

L: No, that is not; we have still available for obligation 
the $1, 9101000 that I gave you first; and we have 
obli gated •1,461, 000 already. 
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H.r.t .Jr: 

Leahy: 

H.I(.Jr: 

Leahy: 

H. loi.Jr : 

Leahy: 

H.Y.Jr: 

L: 

B. l.l.Jr: 

L: 

H.M.Jr: 

L: 
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But - in other words, it you wanted 
still have available tor textiles a 
and tor shoes tive hundred and ten. 

That' s correct, Mr. Secretary. 

to1 you could 
million tour 
Is that right? 
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Ah- that ' s - that's just exactly what I wanted . 

Well, you don' t want it any closer than that, do you? 

No, no. 

That's approximat ely correct; or course, it may be 
ott a small amount. 

No, that ' s exactly what I wanted. 

Yes, sir . 

Thank you very much. 

You're quite welcome, Mr . Secretary . 

I appreciate speed . 

Goodbye, sir. 
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H." .Jr: Hello. 

Operator: General Hines . 

H.~.Jr: Right. 

0: Go ahead . 

Frank T. 
Hines : Hello. 

H." . Jr : Hello, General. 

Koveaber 15, 1937 
12:30 p.m. 
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H: Yes, sir. Kr. Secretary, I find we have under contract 
for textiles and shoes, both woolen and cotton tex­
tiles ••••• 

H.U.Jr: Yes. 

H: 

R.M. Jr : 

H: 

H.l.l. Jr: 

R: 

R. M. Jr: 

B: 

B.loi. Jr: 

B: 

R. Al .Jr: 

• •••• $291,000. 

Yes . 

Now, the amount available I haven' t at this time; I'm 
having them check that up. But I do know on one item 
or blankets, which we just recently awarded, we could 
probably go 1n the market for about $61,000 worth or 
those. 

But you haven't got the whole picture yet. 

How 1 s that? 

You haven' t - ·you don't know just bow much more money 
you' d have - I mean to spend . 

No. 

Do you think you' d know late thl.s ai'ter noon? 

Yes, I can get you that amount; they 1re working on 
that now. But the amount of contracts awarded on all 
or those items since the first of July amounts to 
$291,000. 

I 

Oh. What I was thinking or - about is stuff which 1a 
not yet awarded. 
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H: 

H.ll.Jr: 

H: 

H.M. Jr: 

H: 

H. M.Jr: 

H: 

H.M. Jr: 

H: 

H. M.Jr : 

H: 

B. M.Jr: 

H: 

H.M.Jr: 

H: 
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Yes. Now1 there ' s one thing that you should keep in 
mind on tne item of shoes . 

Yes. 

All of our shoes come from Justice. 

I see . 

And unless they give us a clearance to buy outside 
of the prisons ••••• 

Yes . 

•••• why, it wouldn't help industry outside much. 

I see. I see. 
+ •. 

It you could imicate about what iteiiiS you want the 
dope on, I think probably we can work something out. 

Well , if you could call me again between four and 
five , I ' d appreciate it. 

Between four and five? 

Yes. 

All right. 

Thank you very much. 

Goodbye. 
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H. l>I .Jr: 

Oper ctor: 

IL M. Jr: 

0 : 

B. ll . Jr: 

Ed Babcock: 

I! • .I! .Jr: 

B: 

B: 

a.M. Jr : 

B: 

H. 7>! . Jr: 

B: 

l:l.!l.Jr: 

B: 

H. II! . Jr: 

B: 

R. :.I .Jr: 

B: 

B.!l. Jr : 

Hello . 

Talk to Mr. 

Yes . 

Go ahead . 

liello . 

Yes, hello, 

Bo;v are you? 

Babcock? 

Henry. 

Nove~ber 15, 1937 
12:45 p .m. 

Fine, thank you . IVant to congra tulate you on your 
speech. 

Thank you very much . 

I think you got a grand reac tion, didn't you? 

Yes, i t was awfully, awfully good, Ed . 

I think it ' s the best job you've ever done, and 
you•ve done many, but this just brought you right 
out in t he front row. 

Well , thank you very much. 

That's straight. Say, you know, Henry •••• 

Yes . 

He ' ll have to stay there all of t his week, ••• 

Yes . 
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maybe l onger. He has s str ept ococcus infection 
of the bronchial tubes . 

Gosh. 

He's under the best care in the country, I think. 

Yes . 
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B: 

H. M. Jr: 

B: 

H.!l! .J'r: 

B: 

H. J.t . Jr: 

B: 

H.!E. Jr: 

B: 

c H.M. Jr: 

B: 

H.!.!. Jr: 

.<1 : 

ti . ::.t .Jr: 

B: 

H. M.Jr : 

B: 

H. IL . Jr: 

B: 

H. tl .Jr: 

c B: 
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Be's nervous . 

Yes. 

He 's worried about being lett with a bad chronic 
as thma ; tha t ' s what ' s really got him down . 

Yes . 

Hill was here yesterday. 

Yes. 

I'm very much impressed by his clear thinking a~ 
hls decisive manner of hcndling things. 

Yes . 

I don't think it' s worth while t aking up with Bill 
direct the matter of a ny trip or s"nything until he 
gets out of the hospital. 

Well, I'd let it ride. 

I think I ' d let it ride. I have one suggestion. 

Please. 

Do you mind my giving it to you? 

Ifo, I don't; I'm asking for it. 

In the Farm Credit Adminis tration you ' ve got those 
four Commissioners over there, •.• 

Yes • 

••• one or two a little hard to handle. 

Yes. 
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I t hink if the proper person would designate Bill as 
Acting Governor - he ' s signing himself a s Acting 
Governor . ... 

I see. 

••• but if there was an ind i cation went through that 
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H.U. Jr: 

B: 

H.M.Jr: 

B: 

H. II.Jr: 

B: 

H. 1 .Jr: 

B: 

H. ll.Jr: 

B: 

a . loi . Jr: 

B: 

H.M.Jr: 

B: 

a . !II.Jr: 

a: 

B: 

13 
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the President was behind him ••• • 

Ye"s . 

There ' s quite a lot of work accumulated over ther e . 

I see . 

And some of it has got to have firm handling. 

I get it. 

Yes . 

I get the idea. 

Yes. 

I ' ll see the Presi dent a t lu~ch and I 1ll speak 
to him about it then, and if - then if I have 
anything for Hill I 1ll ask him to drop over and 
see me . Bow' s that? 

Yes - an - the indication wants to go so the other 
men know tha~ the Administra tion l ooks to Hill. 

I get you. I think i t can be taken care of . 

Yes . Anything I can do for you? 

Not a thing just now. 

Well, you ' re -you're doing a swell job, and I 
congratulate you. 

Thank you, old man. 

O.K. 

Thank you. 

Goodby e . 
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Operator: Go ahead . 
Dr . C. T. 
Murchison: Hello. 

H. W.Jr: Dr. Murchison? 

M: Yes . 

H.M.Jr : Henry Morgenthau, Jr . 

l avember 15 , 1937. 
2: 57 p. m. 

M: Yes sir , how are you today? 

H.!ll. Jr: Where are you, in Washington? 

1.1: Yes. 
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H.M.Jr: Dr. Wurchison, I want to make sure I ' ve got - you're 
the former economist over at the Commerce Department, 
aren't you? 

c ll: I was former director of the Bureau of Foreign and 
Domestic Commerce. 

H. 'l.Jr: 

W: 

R. loi.Jr : 

M: 

H. ll.Jr: 

lol : 

H.ll.Jr: 

II: 

H.IA.Jr: 

lA : 

( H.loi. Jr: 

No, what I ' d like to talk to you about it, and see 
you, in confidence, is this. I want to talk about 
the possibility of greater use or cotton, see. 

Yes . 

And I'd like to see you and Wax Gardner, tomorrow, 
if it's convenient for you . 

Yes, it would be. 

But I don ' t want this publicized , yet. 

No, not at all. 

So that -

Have you talked with the Governor? 

Ybu mean lolr . Roosevelt . 

No, you - you sai d that you wanted -

No, I have not. No, I thought that you might tell 
h1.11 . 
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B.!I.Jr: 

K: 

B.!i. Jr: 

ll: 

H.ld. Jr: 

1.1: 

H.M. Jr: 

)(: 

B.!l. Jr : 

!(: 

B. U. Jr: 

ll: 

B. M. Jr: 

1( : 

H. ll.Jr: 

1(: 

B.K. Jr: 

!(: 

B. M. Jr: 

- 2 -
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Wny, yes, I 1ll be very gl ad to do that and whatever 
hour is agreeable to you now, you just say, and we ' ll -

10115 at the Treasury tomorrow . 

At - a t what time? 

Quarter past ten. 

Quarter past ten. 

But I - I - I don' t want this publicized, see . 

Oh, not at all . 

I mean I - I 1m doing - I ' ll tell you I ' m doing this 
with the knowledge and the approval of tbe President. 

Well , we ' ll keep it absolutely confidential, 
l.lr . Secretary. 

And you might come prepared to tell me very frankly 
what ' s your opinion wny people are not using more 
cotton a nd what ca n be done to get them to consume 
more cotton, and that ' s what I want. 

Fine. 

See. 

Well , we 'll be glad to throw whatever light we can 
on that . 

Y~t can be done - I mean to increase consumption. 

Yes. 

Now that's what you peopl e are interested in, isn' t 
it? 

It definitely is. 

What? 

It certa inly is . 

All right . 
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)(: 

H.LI.J'r: 

ll: 

H.LI.J'r: 

K: 

3 -

That's - that ' s our major concern. 

Well, as tar as I can find out, I've checked around, 
nobody in the Goverraent is doing &1'1fthing . Ala I 
right? 

Well, of course the Department of Agriculture has 
been a great deal of help to us . 

\'/ell , I mean a particular - but I mean on a big, 
broad national scale. 

Oh no, not at all. 

H.U.J'r: What? 
-..,,.,.~--· -~ .... -

Ll: 

B.ll.J'r: 

Ill 

R. /JI .J'r: 

It: 

B.r.t. J'r: 

Ill: 

H. Ji. J'rl 

li: 

H.I«. J'r: 

1.1: 

B. ll . J'r: 

lh 

No, that work has been mostly experimental in 
character. 

They've got that small - like that ~tutr on roads 
and that sort of s'tuff . 

Yes . 

Is Tolley the man you see over there? 

Oh, Kyers is the man we have most contact with. 

Wbo 1 s he? 

Dr . Lawrence Myers, he 1 s c bier of the - oh, I think 
the Agricultural marketing division, I think of it. 

Well , aeyway, 1f you a nd Kr. Ga.rdner would be here 
at 10:15 tomorrow, I 1d appreciate it. 

We'll be right there, and keep it very confidential . 

Thank you. 

Well, thanks very much to you. 

Goodbye. 

Goodbye. 
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H.ll. Jr : 

Operator: 

H.&l.Jr: 

w. Secy: 

Secy. 
Wallace : 

H. M.Jr: 

VI: 

H. loi.Jr: 

W: 

H.U. Jr: 

W: 

H. M. Jr: 

W: 

H.U. Jr: 

. 
W: 

H.~.Jr: 

W: 

Hello 

November 15, 1937. 
3 : 02 p.m. 

Secretary Wallace . Go ahead . 

Hello. Hello. 

Just a second, he•s coming right on. 

Hello. 

Henry? 

Yes . 

Henry Korgentbau. 

Yes. 

Look, Henry. When I bad lunch with the President 
today, I told him that I 1d like to try and see what 
I could do, very confidentially and very quietly, 
about increasing the consumption of cotton, and he 
said I could have a little try at it, see . 

Yes. 

Be - I - said anything I wanted to do, naturally I 
wanted you to know about it, and I wouldn't want to 
do anything at crosswise with you, but I did have 
some success at it, when I was 1n -

With wheat, yes . 

Yes, and in talking about it, the President wondered 
i! you wanted to send Ur . Tolley oveD, or 1! not 
that, a n;ybody which you bad confidence in • 

Wb;y , I think Ur . Kyers would be our best 111an on that. 

All right, well, I am going to have a little meeting, 
very quietly, at 10:15 at my office tomorrow. 

All right, I'll send Myers over, or, I tell you I 111 
confer with Tolley first and find if he bas a better 
man, but ll)'ers, I know, has been putting a lot of 
effort on that very problem. 
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B.M.Jr: 

VI : 

B. ll . Jr: 

W: 

B. ll.Jr: 

VI: 

H.M. Jr: 

W: 

B. I.I . Jr : 

VI: 

H. ld.Jr: 

W: 

H. ll. Jr: 

Yl : 

H.M. Jr : 

W: 

H. I4 . Jr: 

W: 

H. M. Jr: 

W: 

- 2 -

Well, you don' t lllind, do you Henry? 

No. Fine. 

I mean I ' m doing it ror the good or all and I don' t 
want any -

We •ve been doing a lot of work here on t hat very 
problem. 

Yes . 

It•s a - it' s one that ' s full or unexpected 
difficulties, I may say. 

I know it i s , but I simply reel this way that -

Re has - we have some suggestions how to pick up 
- oh a few hundred thousand this way and that way, 
it doesn' t amount to much, but -

Uh-huh. Well, I want your man to be here and I'd 
like you to f eel free t ha t if at any time you don ' t 
like it, see, you just tell me so, vdll you? 

All right, Henry. 

I am very sincere about that . If you feel I ' m 
going too f ar or interfering -

17e have - it' s nice to get a 11 ttl e help once in a 
while . 

Yes, I'm going to keep tway in the background on 
this . 

All r ight. 

But, you -

I - if any unexpected ralllifi cati ons turn up that 
worry me, I 111 let you know . 

Good . Do it at once, will you? 

All r i ght. 

Tbank you. 

Goodbye. 
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H.Y;Jr: 

Operator: 

H. lt .Jr: 
Secy. 
Wallace: 

H.Y.Jr: 

W: 

H.IJ .Jr: 

w: 

H.M .Jr: 

W: 

H.U.Jr: 

W: 

H. II .Jr: 

W: 

H.li.Jr: 

W: 

H.t.I.Jr: 

W: 

H.l .. Jr : 

W: 

Hello 

Secretary Wallace. 

Hello. 

Hello Henry. 

Yes, sir. 

Joyember 10, 1937 , 
3 : 37 P•• · 

I forgot, when you were on before, I forgot to 
ask you about one matter that came up in Cabin~t 
meeting. 

Please. 
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Secretary Uag111 may have tol d you about it. This matter 
or Treasury, Interior, Commerce and Agriculture 
trying to discover the total weal th or t he holdings 
or t he United States Government. 

No, he didn't tell me anything about that. 

You might check wi t h him about it. 

What? 

Inasmuch as you're t he ranking department, why I 
aeeume the initiative rests with you now. 

On t he wealth or the nation. Hello. 

No, it's not the wealth or the nation, it's the 
weal th or the Government. 

How wealthy 1e the Government. 

Yea, how much - how much, in agriculture tor 
instance, with value or the forest lands. 

Oh, I see . Row much ie the Government worth. 

Tbat's right . 

Wel l that ought to be easy. 

Do you think we' re i n the hole . 
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H.W .Jr: No. 

w: 
H.U.Jr: 

W: 

H.M.Jr: 

W: 

H.W.J r: 

W: 

H .L!.Jr: 

w: 
H.M .Jr: 

W: 

H. !.I .Jr: 

W: 

H.U.Jr: 

W: 

H.IJ.Jr: 

IV : 

You don 't? Good. 

Absol utely . 

Fine. 

I t t hey s end me up t o New York to speak a oouple 
times more, I ' m goi ng t o go red . 

(laughs } I under stand that th ey di dn't g1ve you­
I talked before that crowd once - and what 
do to you ! I understand they di dn't gi ve you a n 
absolutely completely rousi ng recepti on. 

No, they did not. 

But they thought Senator Byrd was Just grand. 

Per fectly lovely . 

Yes . 

Well, I' ll talk to Magill and thank you for remind­
i ng me . 

I -

He may have started something on i t. 

He probably started something on i t, but I assume 
that the next move would come from your shop. 

All right. 

Goodbye . 

Thank you . 

0 . K . 

80 

Regraded Unclassified



H.!A .Jr: 

Operator: 

H . &I.Jr: 
Secy. 
Woodring: 

H.&I .Jr: 

W: 

H.M.Jr: 

W: 

H. &I.Jr: 

W: 

H.lt.Jr: 

W: 

H.M.Jr: 

W: 

H.M.Jr: 

W: 

.. 

Hello. 

Secretary Woodring. Go ahead. 

Hello. 

Hello. 

Hello, Harry? 

Yee. 

Henry Morgenthau. 

Yes. 

Am I pushing you too hard? 

•oyember 1&, 19~7 . 
• : 22 P·•· 

I was Juet reading thls memorandum that came up to 
me, and let me call you baok in about ten m1nutee. 

Thank you very much. 

Will you be ther e? 

I ' ll walt. 

Al.l right. 

I'll wait tor you. 

All rlght. 
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B. ll.Jr: 

Opera t or: 

H. M. Jr: 
Gener al 
Hines : 

Bello. 

November 1 51 1937 . 
4: 23 p.a . 

Gener al Hines , Go ahead. 

Hello, . General? 

Mr . Secretary, this morning I gave you the contracts 
under way since t he first of July as two ninety 
one thousand • 

H. ll. J r: Yes . 

H. li . Jr: 

H: 

H, M .. Tr: 

H: 

B. ll. Jr: 

H: 

H. Jl.Jr: 

H: 

B.M. Jr: 

H: 

H. M. Jr: 

H: 

H. M. J r: 

R: 

Our anticipated needs, purchases for the r est of 
the year . In cotton goods we contemplate two hundred 
and seventy five t housand, eight hundred and sixty 
six dollars . 

Just a m0111ent, cot t on goods , how much? 

275, 868. 

I 1ll just take the r ound numbers , two hundred and 
seventy five thousand . 

That ' s right , And woolen goods, about two hundred 
a nd four thousand. 

Woolen -

Round numbers , the whol e thing amounts to f our 
hundred and eighty thousand dollars . 

Let's see, wool en goods, how much? 

Two hundred and four . 

That ' s two hundred thousand . 

Yes . 

And two hundred thousand for woolen goods and cotton 
goods , two seventy five. 

That ' s right . 

Yes . How is there a ny reason, if the President 
so wished i t , w~ that couldn't be - those orders 
couldn' t be placed right away. 

'lfb7 1 we could expedite them, of course, and if you 
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B. K.Jr:. 

H: 

H. N.Jr: 

H: 

H.ll.Jr: 

B: 

- 2 -

could tell. Now they cover quite a broad field, 
blankets , and men's clothing, bedspreads, and 
towels and all sorts or things, washcloths, 
pillow cases . If I got some indication ot what 
particular line, I could anticipate that all right. 

Well, it just would be t hat the President would 
shoot the works right now, get out bids on the whole 
business, it could be done, couldn' t it? 

Oh, yes . No reason why we couldn't. 

Cotton goods two seventy five, woolen goods two 
hundred thousand. 

Th8t's right . 

Well, thank you very much General . 

All right . You're welcome . 
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ud llr . Lochheed. 

llr. Want; eacp1aine4 that ChiD& continued to be in need ot tonip a-

chus• to maintain their currency under the pr"ent c1rcumatucea and 

raqueated that 1t poaaibla we ma!ce a further b1d tor 10,000,000 ouncaa ot 

ather • 

.A.ctins under Seer a tar)' Mort;enthau'a inatn>etiona, lfr, !'qlor 114rtae4 

.&mbeaall4or Want; that the \'reuuJ7 wonld make a bid todq t or 10 1000,000 

ouncaa ot ather t hr<N«b the :o'ederal Ruern B&nlt ot ... York Ullder the 

all! a term a and coD41 tiona aa the prn1011a two pa.rchaaea hll4 been u4a. 

'there waa a0111e d1acuadon u to whether tba ah1s-ent ahoul4 be u4e trCIII 
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BOD,!; loDt; to San Jranciaco, or tr.. toD4on to w .. York, aD4 Jabuall4or •ans 
waa she to UJI4eratan4 that ab1paent trCIII either point woal4 be aat1atacto17 

to t he \'reuuJ7 lll>.t that 1t wcn>l4 probebl:T be ot 114'"1"h«e to tha China .. 

TreaWJ7 1f ac.e ot theaa ahis-enh at l eaat were 11114a to San J'ranciaco. 
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COTTO !I 

D. W. Bell' s memo to the Secretary giving latest obtainable 
figures on commitments and expenditures under the cotton 
program (undated) 1,t\ 1'\ 

Memo in Secretary' s handwriting giving purchases of textiles 
qy W. P. A. , Navy, Veterans' Ada.inistration and War Dept . 
(Approximate data - 11/15/37) 

Minutes of meeting in Secretary's office on COTTON CONSUMPTION 
10:15 a . m. 11/16/37 

Herman Oliphant ' s memo of 11/17/37 to Secretary re: limitati ons 
to which use of 30% or Customs ' receipts appropriated for 
agricultural purposes is subject . 

Minutes or meeting in Secretary' s office on COTTON CONSDilPTIOH 
11:00 a.m. 11/18/37 

U. S. Department of Agriculture Summary on cotton dated 11/17/37 
including "Suggestions for Increasing Cotton Consumption" 

Tabl es prepared in Division of Research & Stati stics giving 
"Cotton Imports by Countries of Origin" for following 
countries : 

SWitzerland 
Spain 
Belgium 
Netherlands 
Austr i a 

U. S. S.R. 
Canada 
China 
Poland 
Japan 

Italy 
Germany 
United Kingdom 
Czechoslovakia 
France 

Letter to Secretary from .Tessa Jones, RFC, dated 11/18/37 
r e : sale of cotton to France, England or Japan 

Table dated 11/19/37 prepared in Division of Research & Statistics 
re: United States: Cotton Exports by Country or Destination 

Table dated 11/22/37 re: Cotton: Commercial production, carryover, 
and consumption of all cotton and of American cotton, b7 cr op 
years, 1932 to 1937 - to which is attached l ist of sug­
gestions submitted looking toward an increased use of cotton. 

Minutes of meeting in Secretary ' s office on COTTON CONSOilPTIOJ 
11:10 a .m. 11/23/37 to which is attached "Memorandum on 
Proposals to Increase Domestic Consumption of Cotton by 
Restricting Imports of Jut e Products" 
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Memo Re Jute vs Cotton (undated) 

Letter dated ll/23/37 addressed to Wayne c. Tarlor f r om 
Robert Stevens to which is attached memo, "Reasons for 
Restricting the Increasing Imports of Jute, Manufactur ed 
and Unmanufactured! into the United States, • submitted 
br Donald Comer, l /23/37 to Yr . W~ne Tarlor . 

Copy of letter dated ll/29/37 to the President from the 
Secretary enclosing plan to increase consumption of 
cotton goods in the United States 
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Memo to the Secretary from Dr. Haas dated 12/l/37 re1 Reported 
Large Shipments of Cotton t o British India. 

Wemo to the Secretary from Dr. Haas dated 12/l/37 re: Statement 
as to present financial interest of the Government in the 
cotton crop. 

Copy of letter to the President dated 12/l/37 signed Henry 
Worgenthau, Jr. and Henry A. Wallace re: Government parti­
cipation 1n advertising to enlarge the demand for cotton. 

Herbert Gaston's memo to the Secretary dated 12/2/37 re: The 
Government ' s Stake in Existing Cotton Stocks. 

Dr. Baas ' memo t o the Secretary dated 12/2/37 re: Is this an 
opportune time for a cotton sales promotion campaign? 

Copy of letter to the President dated 12/7/37 from the Secretary 
re: It is feasible for Co.moditr Credit to spend 
$1,000, 000 to increase the consumption of cotton 
through advertising. 

Dr . Baas' memo to the Secretary dated 12/6/37 re: The Cotton 
Situation 

Dr . Haas ' memo t o the Secretary dated 12/13/37 re: The Cotton 
Situation (Two memos of this date on same subject . ) 

Copy of letter to The Commodity Credit Corporation from the 
President re1 Has determined that CCC should undertake 
to increase consumption of cotton through an advertising 
progr am and through other action . 

Photostat of Jesse Jones ' letter of 12/7/37 to the Secretary 
re1 Provisions of by-laws of the Commodi ty Credit 
Corp. r e loans which it can make on such commodities 
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Memo dated 12/14/37 to the Secretary !rom Robert T. Stevens 
re: Cotton Promotion Plan 

Dr. Haas ' memo t o the Secretar,y dated 12/20/37 ret The 
Cotton Situation 
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Cotton Textile Institute, New Uses Seotion, attached ~terial 
in newspaper form showing ettorts being aade to stimulate 
increased consumption ot cotton. April 1, 1938. 

Regraded Unclassified



BUREAU OF THE BUDGET 

WASHINGTON 

IIEIIORANDUII TO Tilt. SECREtARY• 

With respect tc the elllllmit.menta and expenditures under the 
cotton program, the following are the latest obtainable figures: 

Comodi ty Credit Col:lXlra t1on 

Loans tc elate, by banks (guaranteed 
by Ca:m:odity C:redit Co%1Xl:rat1on) • ••• • $10), 300, 000 

Estiaated additional loans, by banks ••• 100.000,000 

... 

Total loans, by banks ••.•••••••••••••.••••••••••. $203, 300, 000 

Direct loans by Caaoodity Credit 
Corporation, to date •••••••••••••.••• $ 22,~,000 

hs tiaa ted additional loans by C0111111odi ty 
Credit Corporation • • • • • •• • • • ••• • •••• • 25.000.000 

Total loans cy Commodity Credit Corporation .. .. .. 47·400·000 

Total cotton loans , direct and guaranteed ••• • • • • • $250, 700,000 

Of the tctsl loans the direct loans by CO!llllodity Credit amounting 
tc 1,147,000, 000 will be a direct expenditure of the Government in the 
fiscal year 19)8. It is unlikely that aey payments will be made by 
Comodity Credit under the guaranteed loans tc the banks until the 
fiscal year 19)9 under t.be tems of the existing contracts. Any 
expenditure of the Cacodity C:redit in the fiscal year 19)9 tc take up 
auch loans as tbe banks may not wiah tc hold will, of course, depend 
on the cotton market in June 19)8. 

Departaent or Agricul. ture 

Cotten price adjustment payments authorized by 
Tbird Deticiency Act • • •• ••• •••••••••••••••••• • •• $.l.JO, c:xx>, ooo 

Tbe latest estimate made cy the Depuotment indicates there 'Ifill be 
little, if &"Y, cash expenditures i n the fiscal year 19)8. The cash 
'llithdrawal expenditures for 19)9 are estimat ed at $100, 000, 000, with 
about •30,000,000 carrying over intc the fiscal yea,. 1940. 
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The following table shows a .-ry of the situation with rupeot 
to cClllllli taente and expendi turea• 

Cuh Cub Cub 
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Total eau.&ted oCllllllitiMnta 'lithdrawale 'litbdrawale Witlldn.U. 
1938 1939 1940 

Agri.cul ture • • • • • • • • • • ,.l..,lO""'"'ooo"""''"'ooo""""----=----'l""OO"""'.QQQ""'..,.QQQ"""'-'' .. lO"""".QQQ""""''ooo""''-
Total program ........ $380,?00,000 $47,~,000 1303,300,000 130, 000,000 

* .. .,..,_ expenditure. 
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November 15, 1937 -! 
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November 15, 1937 «! 
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RE COTTON CONSUUPTION November 16, 1937 
10:15 a .m. 

Present : 

H. !.l .Jr: 

Stevens : 

fi .M.Jr: 

St evens: 

H.M.Jr: 

llr. Taylor 
Mr. Haas 
llr. Daggett 
Dr. Isador Lubin 
Mr. Claudius T. Uurchison, Cotton Textile Institute 
Wr. Robert Stevens 
Dr . Lawrence Wyers, Agricultural AdJustment Admin. 

I asked you gentlemen to come in for this - to go 
back to my Farm Credit days . I 1m interested in 
commodities. And I want to do this thing very 
quietly -maybe we won't get anywhere- no 
publicity of any kind, if you don't mind . 

In talking it over yesteraay with the President, 
I asked nim if anybody in tbe Administra tion 
other thon this work which I understand you ~Stevens) 
are doing - experimental work for cotton, is that? 

Yes. 

But I was thinking in terms of immediately getting 
this very large crop of cott on into use . And he 
said as far as he ltne1v there wasn't - which is no 
reflection; I mean he knew - he told me the story 
a bout s ome young man over there that talked about 
using the cotton on beehives, to increase the pro­
duction of beehives by ten percent. Do you ~ow 
about that? 

I don't ltno.v about that, &lr . Secretary . 

Well , that was the only suggestion he knew about 
that came. . • Come in, Lubin. 

(Dr. Lubin comes in) 

I mean that - so what I wanted was you to talk at· 
me; I ' m not going to talk at you, Dr. Murchison . 
Is there anything that you can suggest that the 
Federal Government can do tha t you know ot to increase 
the use of cotton? What do you know - I mean that the 
Federal Government can do in a big way? • 
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Well, of course , the chief consumer of cotton i s 
the textile industry in this country as it i s 
set up - I mean the consumer of the American crop -
and right now production for what might be termed 
normal uses is down approximately 40 percent from 
the l evel of the first six months of t he year. 

92 

And of course , in terms of en i mmediate pr ogr am, 
the most urgent t hing would seem to be a restoration 
of normal consumption. Tha t would go farther than 
anything else so far as the immediate future is 
concerned . 

As part of a long-time program, I think it would be 
very appropriate to ~ abe~ the possibility of 
developing new uses . Dr . Wyers, from Agriculture, 
I think, thoroughly understands that, and I do 
believe that both tne Department of Agriculture and 
the industry &re seriously nartoicapped from l a ck of 
funds to promote new uses . That in itself is a 
very interesting topic, and I think Dr . Myers is 
probably better 4ualified to talk on tha t than I . 

H . ld . Jr: Well, H - I mean I ' m sure tha t Dr . Myers of the 
Department of Agri culture has got that in hand, and 
I don ' t want to get in on that . I mean that's the 
long-time . What I ' m thinking about is, you 1 ve got 
eighteen and a quarter million bales now, right now. 
~nd what Dr . Wyers is doing, a s I understand it, is 
Just fine and it ' s all to the good, but be needs 
about f ive or ten years to work the thing out . But 
that isn' t going to help the immediate thing that 
we heve, this big , big crop, and I• d like to 
direct - that's what I ' m interested in; I don ' t went 
to inquire into the work they're doing . 

Murchison: Well, in the conversations, Ur. Secretary, that we 
have been having lately on this problem, we have 
all come to the concl usion that the cotton textile 
industry, as much as any other industry, is tied 
in with the entire industrial s ituation. ~pproxi- · 
mately half of all the goods produced by the cotton 
textile industry go into what we call industrial 
conswuption . lhey are taken by other industries; 
as, for example, bags by the cement industry, tire 
fabric by the automobile industry, upholstery by 
the automobile industr y, bags by the sugar industry 
and by the tobacco industry. And so the thing, too , 
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which the cotton textile industry would respond 
to more tban any other thing would be a progr am 
which will be stimulati ng to business as a whole; 
as business a s a whole goes up, then we auto-
me t1cal1y increEse consumption of cotton. And 
right noK, if we could get back to tne• levels of 
the first half year - of course, that would be too 
ambitious a program to take seriously; couldn' t ge t 
anywhere near that . But once we di d, we could • • • • 

H. M. Jr: Would you repeat the lest sentence? 
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Murchison: lf we get anywhere near bock to the rate of consump­
tion of the first s ix months, why , we can account 
for a n additional million bales of cotton without 
any difficulty, because now, on an ennual basi s , 
we are probably running about two million boles under 
the consumption of the first half year. 

H.U. Jr: But - I don ' t know t his business, but - I mean if 
that ' s all - you don't mind my talking very plainly, 
do you? I mean if that ' s a ll the cotton industry 
can tell me, th&t it ' s going to wait until business 
picks up, well, you just go round in a circle and 
everybody says the saoe thing, and we all just sit 
here and v1ai t until something happens. 

~urchison: We didn' t feel that Kay at all . 

H •• J. Jr: Isn't there something the matter? 
people got any complaints? Isn• t 
worrying you? 

Haven't you 
there something 

Stevens: There is one point - cun I interrupt for just a 
minute, Mr . Uurchison? 

Murchison: Yes , go ahead . 

Stevens : lhere is one spot where I should think an extra 
million bales of cotton could be used annually, 
irrespective of our nor~l consumption. I don 1 t 
know whether it is possible to do anything about 
it or not. That is in the field now occupied by 
jute. 

B. I4. Jr: .Exploin now, t ell me whllt you mean. 
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Stevens : 

H. M.Jr : 

Lubin: 

B. 'J.Jr: 

Lubin: 

B. M.Jr: 

Taylor: 

li.II.Jr: 

Taylor: 

H. I.! .Jr: 

-4-

I menn tha t, for example , all of these 18 million 
of bales of cotton are now being wrapped in jute 
which is made in Indi a and brought 1n here in 
tremendous volume for t he purpose of wrapping our 
own cotton crop, which has always seemed to me a 
r Ather par adoxical situation. 

Then, further, not only for baling the cotton crop 
itself , but baling of goods produced by all these 
mills - that is in turn wrapped in jute brought in 
from India . Again, in the bag industry, which Dr . 
Murchison has just r eferred to, a substantial part 
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of that business has been taken away from the cotton 
textile industry by jute. Now, the jute is not manu­
factured in this country; it is brought in from 
Indiu . And it ' s been calculated , I think fairly 

· reliably, that ther e is o f ield there for a million 
bales minimum per year of American cotton if we could 
get at tha t market, but it hasn' t been possible to do 
it . 

Again- I mean I never - when I don ' t know, I don't 
know . Who knows what is our trade agreement situati on 
on jute? I mean have we some trade agreement? 

There is none ; we have no trade agreement with any 
of t hem . 

:/hat? 

No agreement . 

I mean if I asked Dr. Feis of the State Department, 
"'1/hy not a t ariff on jute?" what would be the 
objection of the State Department? Do you know, 
'Hayne? 

Sure . 

Wba t r s the answer? 

Nell , it would be the effect on the United Kingdom 
group t rade agreement program. 

Well , ha ve we any agreement with India on Jute 
or anyth~? 
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Daggett: 

H. ll. Jr : 

Daggett: 

H. li.Jr: 
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No . ~ut the price factor is of course very 
important in t hat field. nlso, the same thing 
is true for various other things which are used 
for covering - certain types of paper of one 
kind or another - very, v ery important . 

llot in this particular field . 

Not the particulor ones you ment i oned . 

Like baling cotton and baling - heavy cotton bags 
for cement . 

What ' s the relative price disadvantage, do you know, 
in t erms of the ~verage cost? 
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I con ' t get - I • d want to s ubmit those f i gures to 
you. Of course, the jute is cheaper, and it comes 
in wi t h practically no tariff . It ' s a stronge 
t hing , too, r.tr . Secretary - the yarn, the jute 
yarn, some of which is manufoctured in this count ry, 
is protected by a r a ther substanti al t ariff, but t he 
jute cloth, which i s not manufactured in this country, 
comes in without - I won ' t say w1 thout any tariff, 
but with ver y nominal protection . So tha t i f e 
domes tic consumer wants to buy jute yarn for string 
or anything like that, he has to pay a protective 
price f or it, but on the cloth, no . 

Do you kno.v about that,. Daggett? 

No , I don't kno"'' at what price cotton would become 
competitive with jute. Dut I ' d like to menti on 
that t ha t seemed t o me the mos t fruitful source of 
demand for cotton; and cotton cooperatives hove been 
1vorking for some time trying to get cotton in use 
for baling, in plece of j ute . 

!.lay I say, :.1r . Daggett was with the ACCJitprevious 
to t he time he came to us . •lha t were you ther e, 
an economist? 

Tha t's what they called me. 

He got out of ther e ; I mean he was there up to six 
mont hs ago . So he ha s that - he t hought he ' d r a ther 
work in Washington for l e ss money than work i n New 
Orleans . 

• J.mericun Cot t on Cooper a tive 1 ssoci ation 
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Daggett: 

B.M.Jr: 

Daggett: 

Stevens: 
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Stevens: 

Daggett : 

H . lol . Jr: 

Daggett: 

H. :.I . Jr: 

Lubin: 

Daggett: 
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Well , Mr. Daggett, I know, knows about this subject. 

Yes. 

I Just wanted to"tell you what his background is . 

I think we have something there. If we could put 
a tariff on Jute at a level that would make cott on 
competitive with jute for bagging , in years of 
large crops that would automati cally take about a 
million bales off of the excessively l arge crops. 

Is tha t - does t hat use the r ight kind of cotton, 
so t o speak? 

It would take low grade 

You see , very heavy goods, using large quanti t i es 
of cotton . 

I t would take t he short f iber? 

Yes, it would. 

Yes . 

Now, in addition, it would increase the competitive 
adva ntage of American cotton 1n the world markets . 

\'Thy? 

~otton makes a cleaner bale than Jute does. The 
fiber , if it got mixed in with the lint, wouldn' t 
have the disadvantage that jute does now . ~nd the 
cooperatives thinktt&t it would make a neater-looking 
bale and might demand a slightly higher price for 
that reason. 

I see. 

When cotton was a t f ive cents, did it have any 
effect on the use of cotton as baling, or di d jute 
go proportionately down so there was no relative 
advantage? 

I don ' t recall of ever hearing of cotton being used 
on any scale even in ' 32 or in 126 - I t hink because 
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jute went down correspondingly. 

Uurcbison: There is a reason f or tha t, if I may interr upt , 
~r. Secretary . Cotton i s sold on a gross wei ght 
basis i .n this country, and the Jute wrapping for 
a bale of cotton wei ghs twelve and a half pounds, 
and the farmer t hinks t hnt he i s being pai d for that 
jute wrapping at the same price a s he i s being paid 
for cotton. !low, cotton covering for bales is much 
lighter . It wei ghs only about {our and s half 
pounds . So tha t the farmer sacrifices the price, 
you see, of !•bout seven and a half pounds· of cotton 
when the cotton bale covering i s used . Of course, 
the answer to the question, to my mind, is legi sla­
tion making compulsory net wei ght tradi ng in cotton, 
settlement on the actual cotton content of the bale . 
And if t hat step can be taken, then I think the road 
toward the use of cotton bale covering would be 
an easy one . 

H.M. Jr: Well, c ould the Institute get me up a memorandum 
fairly quickly on that? 

Murchi son: We ' d be deli ghted . 

H. M. Jr: Wha t ? 

Uurchison: Be delighted . 

H .~ . Jr: And the Department of Agriculture. 

~! urchison : And that step, taken i n conjunction \71th a higher 
t ariff, would certainly do the trick . 

Myers: 'lie have gone into that a number of times, and the 
Agriculture Department has t aken t he position that 
it is in f avor of net weight cotton trading. Now, 
~r . Fulmer has i ntroduced net weight tradi ng bills 
for a number of years. Hi s bills have also had a 
maximum wei ght of tar e, which works against the 
interests of jute, and f or that reason, I t hink, 
he has never gotten his bill through. I f we were 
to put a tariff on jute, we of course would have 
to recognize that it would increase the cost of 
bagging t o f armers, and i .1 some years when the 
textil e industry i s active and making very high 

Regraded Unclassified



B. lll . Jr: 

Uyers: 

B. M.Jr: 

Wyers: 
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St evens : 

lolyers: 

B. J.( . Jr: 
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profits, it would put a pretty heavy expenditure 
upon the farmer. 
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" ell , the - I mean talking in the o.ffice her e - I 
mean I ' ve arrived at a point where I think it' s 
about time tba t all farmers began to help themselves 
a little bit. 

Well , that's all right , if that ' s your • • 

I mean that's the way I feel , talking only for 
myself . I mean I think i t is high time they began 
to think of" a few ways to help themselves, ond I 
Just don '.t think we can do e verything here to make 
it eo~ for them. I mean if - I• m not saying that 
I •m accepting this thing, but what I t:ould like is -
I mean here ' s an idea - a mill i on bales of cotton -
tarif.f - weighing the cotton on a different basis, 
and so forth a nd so on; now, I ' d just like to get up 
a memorandum and t ake a look a t it, and then after 
we 1ve got it, say, meet again and let everybody poke 
holes in i t. The next time, I ' d have Dr . Feis here 
f rom the State Department so he could tell us why they 
would or wouldn ' t go along, you see. I mean I'm not 
jumping to the conclusion t his is what I want to do, 
but I think it sounds like a possible suggestion. 

That ' s true; it a ccounts for about 150, 000 bales 
maximum f or the bagging; the rest of the cotton, 
of course, might increase by a s much as a million 
bales, as ~ . Stevens has sta ted . 

Well, he 1d have to prove his point. 

I think I can, Mr. Secretary. 

I mean let everybody sort of get it together and 
let's taKe a look at it . Bow would t hat be? 

Be all right. 

I mean the Department could get up a memorandum, 
the Institute could get up a memorandum, vnd we 
coula get one up . Agriculture could get one up. 
Then we could look at i t and see . And I'd tell the 
State Department what we 're doing and let them come 
and sit in on it and say why they could or couldn' t 
go along . Let ' s say that ' s Suggestion A. Bow about 
t hat? 
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Stevens : That ' s right. 

R .~.Jr: Now, this is what I bad in mind, which may be all -
may be impossible, but that is the possible thought 
of putting on a nation-wide campaign for the utiliza­
tion of cotton. • · 

Uurchison: .. ell, we certainly accept tha t suggestion whole­
heartedly and with great enthusiasm, Mr . Secretary . 

H.M.Jr: Well , all right , now how would it be done? How 
would you go about it? 

llurchison: t/ell , I would say offhand that there are two possible 
pathways . One is to intensify the experimental efforts 
thet are now being maae on a small scale. They can be 
stepped up tremendously - the things the Department of 
~griculture is trying to do and t he things we're trying 
to do . Now, for example, you take cotton housing . We 
nave just completed some experimentations on cotton 
housing , and ha ve come to the conclusion that that 
represents one of the most promising supplementary 
types of housing - that is, for summer purposes and 
resort purposes, for houses tha t a re mobile - that have 
yet been suggested . I think there is the possibility 
there of a tremendous demand for cotton; it is just a 
matter of stepping u~ the program. Our o•~ funds are 
limited, and if they could be enlarged, say, even by 
as much as a hundred thousand dollars, for some such 
project as that, that would mean a great deal. 

A number of other suggestions of that same type can 
be made . Now, that ' s one way . And then, or course, 
alone with that , a publicity program which would 
populHrize the use of cotton in the public mind. 

H. :A .Jr: ;/ell, let me ask this. From the standpoint- I 'm 
not - I'll come back to this in a minute - I mean 
i s there anything in this thing that the mills are 
waiting for the price to settle down before they 1ll 
go ahead . 

Murchison: It's the buyers who are waiting for that, Mr . 
Secret ary. 

R.U . J r : It•s the buyers . 
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Stevens : Yes, Ur. secretary, it 1s the buyers. The mills have 
now accumulated as large stocks as we have any r ecord 
of during a period of quiet demand, running largely 
for the purpose of keeping their organizations together 
end their people reasonably employed . They are not 
waiting for any r eduction in price of either cotton or 
anything else . They are all set to go and they have 
been going . 

H.M.Jr: .'/ell, for instance, ha ve you people - for instance, 
could you get together a committee of people - maybe 
you 1 re all merchandising men, I don 't know; I 
suppose some of you men are manufacturers and some 
are merchandising men - I mean the best merchandising 
brains in the group, and ley out a publicity campai gn 
f or the greater use of cotton, and let's take a look 
at it and see what it looks like and see .. hat it would 
cost . 

Stevens : Yes, sir, I think we can do it . 

!L M. Jr: A nation-wide campai gn. 

Murchison : ••e 1d be del i ghted . 

H. ll . Jr: What? 

Uurchison: e ' d be delighted . 

H .~ . Jr: If you don' t mind again, a thing like houses just leaves 
me cold . I mean I don't know what - I can think of 
something, why I should use more cotton stockings, 
shirts, underwear , stuff tha t I 1m used to, when the 
price is right - something - handker chiefs, etc . But 
you start about cotton houses; I can't picture it, 
see, end this is - I mean • • • Well , take what we 
have done with Baby Bonds; I mean we have Just 
mercna ndised that the same way as anyboay else would 
mercha ndise anything else . I mean we•ve had the best 
advertising brains in America; we paid them. We have 
two agencies, one in St . Louis and one in New York . 
And He have a carefully planned magazine and direct­
by-mail campaign, just as though we were merchandising 
shoes . Vle 1 ve got a million customer s now, end we•ve 
sold a billi on dollars worth of merchandise. I mean 
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that's what I •ve got in mind; I mean Just the 
way any merchant would sit down and - except you 
want to sell t he whole country . 

Stevens: I t hink that ' s a wonderful idea, Mr . Secret ary. 

H.U.Jr: Now, I 1m not a merchandising man. I have got a 
little advertising . and publicity sense. But in 
the industry there must be the people ••. Mr . 
Cannon had the brains to put up a nice package and 
send everybody here at Christ mus time some towels . 
Everybody talked about it. I mean it was a pub­
licity stunt, but it was good . Ever ybody - I don ' t 
know how many people in Washington he sent a package 
of towels, very prettily wra~ped up . I took it home. 
~.e talked about i t. Do you {J.lurchison) know how many 
people in Washington he sent towel s to? Do you know 
how many? 

l.lurchison: Beg pardon? 

H.M. Jr: At Christmas when Mr. Cannon sent these Chri stmas 
packages of towels . 

~urchison : No, I don't know ho1v widel y he used that device . 

H .~ . Jr: But I mean he's got publicity . 

Stevens : He ' s got good merchandise and good publicity -one 
of t he best in the industry . 

H . ~ . Jr: Mr . Cannon - I Just mentioned him because i t happened 
to hit me; but t her e must be other people like that . 
If they could get together and say, "All r ight, no1v, 
the Secretary has asked for i t . Vlell, we ' re goi ng to 
hand it t o him and see what happens.• See? 

Stevens : Yes, sir, I think it is a gr eat opportunity for us 
to hand it to you. 

H.K. Jr: And I ' m not thinking in terms of a hundred thousand 
dollars either; I ' m thinking of the whole country. 
You couldn 't make a dent with a hundred thousand 
dollars . 

Murchi son: I was thinking then only in t erms of t he cotton 
housing development. 
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\'/ell, as I say, now - now, that was the main thing 
I bad in mind. I just got the germ of an idea, but 
~ wondered if the industry itself couldn 't work on 
it . 

Wurchison: .e •d be glad to. Now, this cotton textile industry 
in some respects is like agriculture. It is composed 
of so many small units, most of whom do no direct 
selling to the public u t a ll, and 1n consequence they 
don't have the motive there to engage in advertising; 
they don't have the volume to justify it; they don' t 
have the funds . And so the industry is greatly handi­
capped because of its own organization in tha t 
r espect. It is so unlike t he a utomobile industry or 
tobacco industry , where t he units, you see, are 
sufficiently huge to make possible these publicity 
pr ograms . The cotton textile industry can' t do it 
opera ting as separhte, independent individuals. In 
our own efforts - the efforts of the Institute in 
that direction have been so recent - i t's been a very 
d ifficul t procedure. 

H.M. Jr: Well, mDybe this would be a good excuse to get them 
toget her . 

Murchison: I think i t 1.-ould be a dandy excuse . 

B. l.!. Jr: Vlha t ? 

Wurchison: •le•ve been making wonderful progr ess during t he past 
few months on it. 

H. !.! . Jr: ·.vell, it cert a inly i sn' t rushing you fellows too much 
to ask you to come back with a story Thursday on 
jute, is it? Today 1 s Tuesday. Our own people could 
have a memorandum ready by Thursday . You (llyers) 
could have yours ready. George, you could ha ve yours 
ready . Vlha t? 

Haas: Ub-huh. 

B. !.I . Jr: olhat? 

Baas : Yes, sir. 

H. !A. Jr: Could you (Murchison) have yours ready? 
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Murchison: Yes, we could , l.lr . Secret ary. If we could have 
another day - you s ee, our industry i s so wide­
spread ••.• 

B . ~ . Jr : No, I don ' t mean on publicity; Just on t he Jute. 

Murchison: Oh, yes . 

R .~ . Jr : Just the Jute. 

Stevens : I think we have a great mass of i nformation on 
that. 
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d .M. Jr : Just the Jute . And the publicity thing we can pn~ ;;:..• 
over t o next week; a memorandum by Thursday wouldn't • 
be worth anything. But certainly we could have 
something by Thursday on Jute. 

Murchison: Yes , we have t hat data ell assembled. 

R. M.Jr: Well , supvosing you do this; I ' ll put down "Cotton, 
11 o ' clock, '!hursday , n and why don•t you meet with 
Mr . Taylor at ten and go into the t hing for an hour 
before and kind of maybe save my time by putting the 
thing together, you see, for an hour before you meet 
with me, so that - if it i s f easible to put it on one 
page, it would help a lot. What? You could have an 
hour before you came in her e. 

Taylor: Fine. 

H. II.Jr: Have you people got anything that you could help 
111th on that? 

Lubin : lie 've got some dope that might be of some interest, 
on l abor consumption. 

H. J.I . Jr : Would you like to follow on this? 

Lubin: Yes, I would , 

B.M. Jr : What? 

Taylor: Take other competitive • ••• 

Lubin: Product's . 
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••• products at the same time . 

Now, would you tell Herbert Fei s what we•re doing? 

(Nods yes) 

And let him travel along at the same time with us. 

My impression is that •••• 

Wayne, wi ll you? 

Yes, I will •. •• t hat the jute aspects of their 
whole trade program aren ' t nearly as important as 
a great many others . 

Well , letts - would you tell Herbert what we ' re doing 
and have him here Thursday? 

Yes . 

Nobody has said anyth.lng about the international 
market s.ltuation. 

Well, I ::as waiting on that - just - could you wait 
Just one second? Now, you're (Taylor) go.lng to carry 
Herbert Feis along, then meet in your office at 10 
Thur sday morning, then come in here at 11 . Now Dr . 
Lubin . 

I don't AnOW enough about tha t end of it, but Wyers 
does . 1'/ha t' s the problem? 

What do you mean? 

•li th t he internati onal mbrket on cotton - problem 
of exports . 

Exports. Nell , we have had in the past an export 
market for perhaps as much as four hundred thousand 
bales of cotton in terms of manufactured goods . We 
have lost out on that simply because th.e American 
industry is not in a position to compete on the world 
market basis . Japan in particular has been underselling 
us, a nd of course, as I presume everyone here knows, 
forced this country to increase its own t ariff on 
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certain textiles. So we have not been in a 
position t o export manufactured goods. We have 
had in Agriculture o number of requests for an 
export subsidy, but that gets so invol ved that 
we haven ' t been able to see our way cle ar to go 
into t hat sort of program . 

Bow about your raw cotton? 
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Raw cotton. V/ell , we do not have an export 
subsidy on r aw cotton, and there again He have 
attempted t o a void getting export subsidies. Once 
we get these things started ••• 

I mean what is the situation? Are exports going 
down, and if so, how do they s tand as compared to 
former years? 

Our e xports Nent down very sharply following ' 33 . 
Last year they amounted only to about five ~ nd a 
half million bales, as comp~red to seven and eight 
in previous years. This year , with the lower prices, 
we are having a somewhat better expor t movement to 
.t.urope, but smaller to Japan, because of the si tua­
t i on over in the Orient . Fortunately, by letting 
prices go down enough, we have been able to retain 
exports to about the level of last year , despite 
the practi cal loss of the Japan market . 

That's gone . 

It is . 

I follow it here. Every week we have special reports 
on it. That ' s completely gone - your Japanese cotton. 

'lle•ll be very fortunate if we export half as much 
cotton this year to Japan as we did a year ago . 

Wel l, in October 1t just melted away to nothing. 

Larry, Nhat ' s the problem there? You say it's price 
phenomena . Do you mean hurope, or other countries, 
can produce all the cotton Europe needs at a price 
below what Ne can produce and sell it at? 

Well, foreign cotton production has increased 
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tremendously in the past f ew years , and the 
cotton has been available for sale 1n world 
markets at prices which were attractive in com­
parison wi th American cotton. This year, with a 
l ower price for American cotton, tha t is not so 
true, and we are having better success at selling 
i n ourope t han we did l as t year or the year before . 

Of course, in addition t o the price, there is the 
exchange problem, which I suppose ever yone here 
knows much better than I do ; no need of going int o 
it. 

That's very important. You have three great poten­
tial users of cotton, natural users of cotton, which 
happen to be Italy, Germany, and Japan, and they do 
their business a little differ entl y . 1 mean t hat ' s 
~here t he l argest loss of your markets has been -
in t hose three countri es . 

And that ' s where exchange r estrictions a re involved . 

\/ell, where do they get their cotton? 

~rom the other nations that have made t hese 
arrangements . 

'!he substitutes in Italy and Germany have hurt 
the consumpti on of cotton in those two countries. 
'l:hey have forced the development of synthe tic fibers 
to t he point where clothing in Italy today i s for the 
most part made out of synthetic fibers r ather than 
cotton or wool. 

A part of their war prepar ati ons . They want t o be 
ready to supply their own f ibers . Substitutes are 
t he answer . They have actually used less fiber s; 
I em quite confident of t hat . And then, third , of 
course, to some extent th~re bas been barter, of 
course, between Germany end Br azil especially . 

Dr . l.lyers, have you got anyt hing that you could sor t 
of pop out of your head tha t would be useful right 
now to use a lot of cotton? 

'Nel l , our program i s r a ther modest for this year . We 
already have a hundr ed thousand dollars from Secti on 
32 funds which we ar e using to promote some of these 
new uses. fie have also •• •• 

Regraded Unclassified



!Ayers: 

H.U.Jr: 

i.lyers: 

H.M. Jr: 

llyers: 

li.iii . Jr: 

Myers: 

B • .! .Jr: 

-17-

Ther e 1 s some young fellow from Rheinbeck •••• 

Mr. Hemley. He happens to have worked out a 
beehive scc.eme . 

You know, it just happened to h~t him, hit me so 
terribly f\lnny . 

~ounds very absurd, I agree. 

He had the whol e t hing solved, and the President 
sat in his chai r waiting and we were all waiting 
for it and everybody pr aying for the answer , and 
it was "beehives . " Don't tell t he boy about i t , 
will you, because I understand he's very serious 
and very much in earnest. 

Oh yes . 

Dut he told it as a funny story. 
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I don't have a ny control over their activities outside 
of the office . 

lie have developed a program involving quite a little 
expenditure trying to put cotton into cotton mattresses 
by these r elief ltorkers , and a lso to enlarge our cotton 
bagging program, which we are trying out experimentally 
tnis year . ~o far, those programs have not been 
approved, for obvious reasons; the expenditur~ involving 
several millions of dollars , has to receive very c are­
ful consideration. One problem that we have had in 
all of these programs where we go out to force cotton 
into consumption is the tremendous expenditure that is 
involved, even a t the low prices and wages of l9JJ . 
I figured out how much it cost for a million bales 
of cotton; it cost about 150 million dollars a t that 
time to utilize a million bales of cotton. So you 
see what it gets into if we .go out and try to force 
it in, as contras ted with your suggestion of adver­
tising, getting consumers to purchase. 

Yes. Well , tba t W!iS why I called this meeting. I 
don ' t know any t hing about Jute; I don ' t know tha t. 
But I was thinking of this thing as a s t r aight 
merchandising, advertising thing . 7/e 1 ve got 
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something to sell; let ' s get the people to use i t . 
"here we ' re going to g~t the money is something 
else. But that ' s the w~y I was thinking of this 
thing. I think of llr. Cannon because he gave me 
a couple doll ars worth of towels. It was a clever 
merchandising idea, and there must be others like 
hi m in the industry that would most likely jump 
a t t his opportunity of putting their beads together 
and working out a national a dvertising campaign and 
merchandising cotton products . 

"'hey would . 

What ? 

I think they would. 

That ' s what I'm asking . 

Jacques- Jacques- i s be cotton or wool? Textile • •• 

At Lowell? I don•t know. 

Up in New Engl and. 

That's a hosiery and underwear crowd . 

How about ships? Is there enough space in shi ps to 
take all the cotton that t ney want to out of this 
country? 

Murchison: I think so. There ' s no problem of cargo space. 

H.M. Jr : There isn•t. 

Myers: There was for a short time, but tha t ' s a temporary 
phenomenon. 

H.W. Jr: Now, gentlemen, thanks very much. If you come back 
Thursday at 11 o ' clock, we 1 11 talk about jute. And 
you (Murchison) get the word around very quietly; I 
don't want any publicity on this . This is out of 
my field. 

Murchison: May I suggest on •• • 

H.!.!.Jr: Remember, no publicity, please . Time enough when we 
get the results . 
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Murchison: • •• if I may, in thinking about positive methods 
of making cotton move more freely into consumption, 
I thi~ we should also give some attenti on to the 
nege tive feetures of tne s ituati on, as the obst ecles 
t hat stand in the way; as , for example, the use of 
a processing t ax, which i s now being t alked a bout 
so much. 

U . ~ . Jr : Do you want a processing t ax? 

ldw·chison: I say the use of a processing t ax on cotton would 
defeat all these things we have been t alking about 
this morning, because right there you' d have immed­
iately an increase in cost of anywhere from possibl y 

H. lii .Jr: 

20 to 40 percent. ~ 

vo you wont to know where I stand on processing 
t ox, in this r oom? I' m "agi o" it . But I don 't want 
anybody to quote me . I'm •agin" it . 

Murchison: Nothing would more effectively defeat the pr ogr am 
t ha t you have in mind . 

B.M. Jr: Well, I' m "agi o" it, but it ' s - that's how I feel. 

~urchison: That's ver y reassuring, Mr. Secr et ary. 

H.U.Jr: Now, don't take - I wouldn' t - I don ' t want to be 
quoted, but that ' s -I mean t hat's the way I feel, 
and I was against it originally . I t hlnk I have 
a lways fel t that the ans.,er t o the cotton problem 
is tog et people t o use all we can g row, and I know 
tha t isn' t what some of my friends think in Agricul­
ture • .but that ' s the way I approach it . I mean let's 
get the people to use it ; then we don' t have to worry. 
I don't want to see a ny processing tax on cotto~; I 
don ' t want to see any processing t ax on anything . 

llurchlson: ',7ell, the t will be a great tr iumph i f we can s top 
t hat. 

H. M.Jr: Well , that ' s the way I feel , but I'm only one . 
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Ben. 87rnea: Senator Byrnes . 

H.M.Jr : 

B: 

H . J.I . J r; 

B: 

H. t.t .Jr: 

B: 

H.M.Jr : 

B: 

H.U. J r: 

B: 

H. lt .Jr: 

B: 

H. A! . Jr: 

a : 

H.H.Jr : 

Yes, how are you? Thi s ie Henry . 

Fine, glad to hear your voice. 

I got your two very nice l etters. 

Well , I l i stened to your speech over the radio, and 
you made a darned good speeoh under somewhat adverse 
circumstances . I only wish I had been alongside ot 
you and could have asked you to cons ider 
trom your manuscript long enough to say when you 
ment ioned an expenditure over and above the budget 
because or the action ot the Congress in overriding 
t he veto ot the President, and causing the taxpayers 
to pay the i nterest to farmers. 

Yes. 

That t h ey were - t hat t hat additional expenditure 
was due to the tact that so10e very fine gentlemen, 
who talked a lot about economy, were will ing to 
override the attitude ot the President to economize 
and vote 
ot a tew people in America. 

That ' a right . 

That damn tello• voted that way. Did you know that? 

Did Byrd vote fo r that torty mill ion dollar? 

Yes . Voted to override the vet o of the Pre sident. 

I didn't k now that. 

Yes . Great economist. 

Well, tor heaven ' s sake . 

And there's forty mi llion dollars over your budget, 
and main thing you ' ve got to stop wri t i ng checks, 
but my God how can you stop writing checks , not tor 
all ot the people, but tor the debts ot a group or 
people. 

Yes. 
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Yee, I -

I didn't know that. I wasn't- I wae away at that 
time. 

Hie epeeoh wae full of mistakes you know. 

Yee, but one thing in that speech now, hurts. That -
the thing in that speech that hurts 1e the statements 
with reference to the RFC. 

Yea. 

That looks like The statement he made 
t hat Jeeee Jones bad sought to have the Treasury 
correct, 

Yes. 

That thing I've got in my letter, I meant to tell 
you, you ought to get the taots. 

Well, I hadn't. 

Oet somebody and give them up here because that 
statement will be repeated. 

I see. 

And 1f t here 's an answer to it, 1t ought to be made. 

Well, there 1s. 

It sounded worse t o me than 
anything in the statement. 

. . 

Well. 

It Just looked 11ke deception. 

Well, t here's- there's an answer. 

Splendid . 

I ' ll - I'll have a lit tle statement prepared and send 
it up to you. 

Regraded Unclassified



a: 
H.U.Jr: 

B: 

H.M.J r : 

8: 

li.M .Jr : 

e: 
H. JJ .Jr: 

B: 

H.M.J r : 

B: 

H.loi . J r: 

B: 

B: 

H. ll. Jr: 

B: 

H. I.I .Jr: 

B: 

- 3 -

You send i t up to me, and -

It' s -it' s 
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You can rely on i t, that thing is goi ng to be heard 
from, because that made an impression. It made an 
i mpression on my wife,we were sitting t here and 
she asked me about it, and I couldn't answer her . 

Well, there i s - there is an anewer, and a very 
good answer. 

All right. 

Now on this process ing t ax t hing , see, that's quite 
a subject. 

It is that . 

Now ~&gill's handl i ng taxes for me. 

Yes . 

And I ' ll do either way, I mean, either if you ' d care 
to stop by early in the morning and see Magill and 
me or we'll drop up a nd see you, either way. 

I have got this reorgani zation . What time do you 
get down? I ' ll stop t here. 

Well, I' m here by nine o ' clock . 

Well, I'll come there a t nine to - between nine and 
nine-fifteen. 

Tomorro¥1 morning? 

Say nine-fifteen . Give you a chance to get your 
hat orr. 

Tomorro~ ~orning? 

Ri ght . 

Tomorrow morning. 

t ee. 
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Well, Magill and I'll both be here. 

Right. 

Yes. 

While I'm talking to you, I - you - I lll1ght have 
kno.-n that you 
I Just said, well I wonder it Henry Morgenthau is 
going to talk to me about reorganization and 
complain about it, f!.nd you ' re always good, you 
haven't done it. 

No. 

(laughs) 

Why should I . 
• 

But I told I said, •Well, 
you know you can - the Am~rican Bankers Association 
started a propaganda, and because ot the control 
of the currency, you wouldn't be the first member 
ot the chapter who has -

What, to bother you on that. 

Oh, yes, complain : 

Oh, Hell, that's - the condition the country's in 
that's peanuts now. 

The t hing - to me it ' s peanuts. 

And I'm doing everything I can to help the thing 
baok on the track again. 

My God, 1t's -

And if anybody wants to take half the Department 
away because somebody else can handle it better, 
God bless them. 

Isn't 1t terrible. 

I mean they - they can - anybody can have any p1eoe 
ot the Treasury they want. I 
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Well , that's -
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It they think it belongs some place else, t hey -

What gets me is. The President or the United States 
appointe me, and there isn't a thing in the bill 
taking anything !rom anybody, except they're giving 
h1m the power hereafter to conduct hearings and 
decide. 

Yes. 

And · they ' re unwilling to trust the man who appointed 
them to ott1ce. 

Yes. 

It I was President, I ' ll be doggoned it I'd appreciate 
it, b eoauRe -

But as tar as I'm concerned I'm doing everything I 
can to help get it started again. 

Well and l et these other 
grabbers -

Hell, they think - they - it Congress thinks that a 
part or the Treasury belongs some place else , somebody 
else can do it better, God bless t hem, that's the way 
I reel. 

Well, that ' s - I'm liable t o quoteyou. 

What? 

I'm liable to quote you. 

That's all right. 

'nlat's such a good quotation. 

'nlat's all right. 

All right, I'll see you tomorrow morning. 

R1ghto. [ 
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Yes, Hello, Henry. 

How are you? 

November 16, 19~7 . 
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Oh, I'm pretty good. I just got ln . 
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I got your very ni ce telegram, I want to thank you. 

Well I thought you made a good speech, Henry. 

Well, it was darned nice ot you to send me that 
telegram. 

Very , very tine, and I thought I'd better send 1t and 
give you a little encouragement and eo torth. 

Well, I can use all the encouragement that I can get. 

Yes. Well I'll have a talk w1th you sometime soon. 

How would you like to come tomorrow and have lunch 
w1th ~ag1ll and me. 

Well, Henry, let me k1nda survey the eituation, I 
don't know what my statue 1e or anything, you see. 

Well I know what your statue ia all right. 

Well, the troubl·e is I don't know what's coming 
up on this tloor . 

Well, I ' ll tell you what I'll do. 

It it'e the reorgani~ation committee, I've got to 
stay and help Jim Myers on it, and I can ' t leave 
during tbe session. 

Well, I give you- g1ve me a twenty tour option on 
it, how' e that? 

Fine. I'll let you know. 

You'll let me know tomorrow morning? 
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Yes. Where do you want to eat? 

Well, we ent right here in the Treasury. 

Why ca n ' t you come down here and eat with·~ up 
here in my private room. 

I can. 
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That would probably be better because Uagill'e with 
the Committee, isn't he? 

Yes . 

I'll give you a ring. 

Give me a ring, Pat. 

All right . 

Thank you . 
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Hello. 

Congressman Vinson. 

Hello. 

Go ahead. 

Hell o. 

Hello. 

Henry Morgenthau. 

Yee, Mr. Secretary . 

How are you? 

All right, sir. 

November 16, 19~7. 
9:44 a.m. 

You seem to be getting along fine? 

It looks to me like we're moving right along. 

I'd like to make a sugges tion, if you don't mind. 

Be happy to have it. 

I wondered if 1t would be possible to let our boys 
orr in the afternoons so they'd have a chance to 
prepare tor the next day. I'm afraid that some or 
them are goir~ to crack up if they don't. 

Well or oourse we've just-

It ' s coming awful fast. 

We just have to do it. Ir we can't-

I mean- you see they don't get any chance except 
nights to prepare tor the next day, and it'e - i t's 
awt'ul tough on them, and last summer I had a couple 
of them go to the hospital. 

Well,ot oourse, we be - we'll just have to govern 
ourselves that way. We've been driving - terri bly 
hard. 
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I know. 

All through the year - and of the wear and tear I 
know by DIY own -

Wouldn't 1t better- take your own caee, I mean, 
just going - you've - you've got to study and prepare 
also. 

Well, t hat doesn't - oddlee that can be done . 

Yea. 

But -

I mean the boys are willing to go from ten to one, 
but t hey would ltinda like to have the afternoons 
to prepare for the next day. 

Well, we can - we can - now to whom does that refer? 

Well, I'm speaking about- mainly about Magill. 

I eee. Well, of course that - with t he ground that 
we've got to cover now, Mr. Secretary, working a 
couple of hours in the morning, we're going to come 
up to it eom~ of these days when we - think we 
ought to be reporting 1t. 

I know. 

And I have a lot of work that'll have to be done 
then in a hurry. 

Well -

But I - I certa inly am glad t o get the suggestion, ~nd­

It's purely personal -

And I wouldn 1 t - I wouldn 1 t -

It's Just between the two of ue. 

Yea, I wouldn't put an extra ounoe of worry that 
Magi ll couldn't carry beoauee I think he' a a- I juet 
think he'e tops. 
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Well , I - I do too, -

We've been getting along wonderfully well, we 
haven't had a dissenting-

Yes. 

Ot oouree, now we've had arguments and things ot 
that kind in the committee, but even- t hey haven't 
had a di ssenting vote on anything yet. 

Well, Fred, here 's the thing that I'm worrying about, 
and this is going to last several months, and nobody 
can take i t and do it all day and then work all n1ght 
preparing tor the next day, you see . 

Some ot us have been doing t ha t -

I know. 

For years. It may be that af ter you get in the 
habit or doi ng it, but I don't know when I ever had 
any rest . I didn't even have any thi s summer, but 
we'll watch that . 

Well, 1! you could . 
suggestion and I ' ll 
hands. 

Well, we'll do t hat. 
going -

All right . 

As I say it's a purely personal 
l eave it - I'll l eave 1t in your 

We're not goi ng t o - we' re not 

We' re not goi ng to break down on Roe Magill, he's 
too valuable. 

All right . Wel l - eo then you will do it. 

Yes, sir . 

I 'm very very much obliged . 

All right, sir. 

Thank you . 
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Go ahead. 

Hello. 

Hello. 

November 16, 1937. 
9:~0 •.•. 
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I juet thought I'd call up and say goodbye. I hope 
you have a good trip. 

Thank you. How• s everything coming? 

Pretty eood . Nothing special . Is there anything 
you want to ask me? 

No. There isn't. .. 
Well I have nothing . It you get anything interesting, 
go to one or the Embassies and cable it to me, will 
you? 
Yes, I will. 

Will you do that? 

I will, and will you please keep me informed. 

All right. 

I mean it's- I get awfully lost over there. 

You do. 

And I like to know that things haven't changed 
particularly. 

Now, will the State Department know where you are? 

Oh, yes, I keep in contact with the Embassy a ll the 
time. 

All · right. Well, if anything happene of any importance, 
I- I'll get you on the wire. 

Good. 

How long will you be gone? 

I'll be back on the 23rd. 
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H.loi.Jr: Ot December. 

R: iee. 

H .1.1. Jr : Righto . 

R: Goodbye. .. 
H.M.Jr : Good luck . 

R: Thank you. 

H.W.Jr: Goodbye. 

R: Goodbye . 
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Hello. 

)lr , Jonae. 

Hello. 

Hello. 

Jesse? 

Yes . 

Good morning. 

Good morning. 

Go ahead. 

Novecber 16, 1937. 
11: 46 a·.m. 

Jesse, I h&ve a French gentl eman ln here by the 
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name of Du Pasquierwho was sent in through ur. Bonnet, 
eee, on cotton. Hello. 

Bonnet? 

Well, Bonnet, the Finance Minister of France has 
sent h1m here to see me. 

Oh, yea, yes. 

See. 

Yea. 

Now, I won't go through all the gory details, but I 
arrived at this point, but supposing, - would it be 
possible f or United States Government to offer a 
fixed number of bales at a fixed price, t o sell 1t 
say, t o a group of spinners? 

Yes . 

11here they 1 d agreed to take 1 t and put their name on 
the paper, and their own bankl would guarantee 1t, I 
mean, eo 1t1 s not a question of money, but at our end 
oan we say we' l l sell so many bales at a fixed prloe - is 

the l8 any place that you could lay your hand on a 
quarter million bales? 

Well, our e1tuat1on 1s exactly this. We said in June 
that we would not make any concessione on th1s 
million six hundred and fifty thousand bales. 
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Yes. 

On wh i ch we've got loans until after January. 

Yea. 

Now 'i! we should call any part o! that loan, that 
cotton now, we've got to call the loans . 

Yea . 

That means we would be violating what we've said. 
Now they wanted, I assume, at a price. 

At a price. 
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Yea. Well, now, another thought I have, Henry, here 
18-

Yea, air. 

It we give them a price on it -

Yes. 

It wil l a1mply taka, probably, that much cotton out 
ot the - t hat much demand out ot the market . 

Demand7 

Well, I mean if t hey've got to buy - if they wanted 
a quarter ot a million bales -

But they - they didn't gat any cotton from t~e 
United States last year. 

They did not. 

Not a bale. They got it other places. Now this 
would be giving us two hundred and !i!ty thousand 
bales in a market that we did not have. 

Well, now we Just - we'd have to unwi nd oureelvee 
a lit tle . 

I know. 

And ! i nd some way t o do it. 
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Well. 

And if you think well of it, I' d be very glad to -

Well, he came yesterday with an entirely different 
proposition. 

Yes. 

About putting the stuff over there i n storage and 
all thst sort of stuff -

Yes . 

I said, •Well, we're not interested i n t hat" . 

Yes. 

So I said, 1 liave you got a group of spinners who 
would put their name on the paper , plus their own 
banke, use t heir own representatives, would 
guarantee to take a quarter of a mtllion bales pro­
vided we could give it to them with a fixed price• 
and he sai d, "We could", and I said, "That France 
usee a mi llion bales of cotton, and they didn ' t ge t 
any - practically any of the cotton from us, they 
used Egyptian cotton and other cottons last year.• 
And the way I looked at it was this, if we could 
take two hundred and fifty thousand bales orr this 
market at a price which may, three months from 
now, look cheap -

Yes. 

Still, when you t ake it, using say eight cents, and 
all the benefi ts and all the storage still t hat 
s t utt i s going into consumption. 

Yes . 

And I- it he didn't come with a letter f rom Bonnet 
I wouldn 't bother with hi m. 

tlh-huh . 

But, I - I t h ink i t 's worth looking into and 
possibly unwinding ard reversing ourselves. 

Well, I 1 11 be very glad to - to s t udy it a 11 ttle 
bit and go over it with you. 
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Well, supposing I do this. I- I'll keep him on l ee 
until you've had a chance to think about 1t . 

All right. 

And then when you have a chance, within reasonabl e 
t1me,w111 you give me a call? 

A day or two? 

A day or two, but l et's do 1t between now and 
Friday noon. 

All right, between now and Friday noon. 

But the whole thing, my approach 1s, that may be 
al l wrong, - 1s to approaoh 1t !rom - yes, we will 
sell them eo many bales at n !!xed price to be 9&1d 
!or ln cash ln dollars over a period or s1x months. 

And that's- that- they go to France. 

It goe s to France. 

I see. I'll call you then and be ready to talk 
with you, certainly by Friday morning and meybe 
earlier. 

All right. And I'd like t o handle 1t with you 
direct . 

All right, I'll do 1t with you. 

I thank you. 

Goodbye. 
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Yea, air. 

Hello, Henry. 

Hello, Randol ph. 

November 16, 19:77 • 
12:12 p .m. 

Well I 
doing. 
Friday. 

Just wanted to report to you what we ' re 
We haven ' t bought anything since last 

Uh-huh. 

So our total purchases this week, so tar, are 
eighteen million. 

Yes . 

Now t he market is very bare ot short 

Yes 

Yes. 
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144, and the banks got forty t1ve million ot that, 
you notioed. 

Yes. 

The dealers only had five. 

What' 8 that? 

The dealera only got five mill ion. 

Yea. 

Ot that. I am told that an i nsurance oompany took 
twenty million. 

Yes. 

Ot those bonds. 

Now I think the market hae behaved pretty well under 
t hat. It took some . I t took t hem between a quarter 
and an eighth, I would say. 
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Yea. 

And there's a little more bu7ing and longer bonde ­

Yee. 

Reported. A little more 1ntereet in~ longer 
bonds. 

Yes. 

Now, we've been having some discussions with 
Marriner about how much further our program should 
go, and I understand he's goin& to have lunoh w1th 
70U. 

Yes. 

Now I just wanted t o tell you how we felt, I've 
alread7 told him. Our feel i ng 1s that we probabl y 
ought to stop buying at this point unttl after 
t he t1nanoing. 

Yea. 

Because, 1f we bought beyond th1s week, the purohasee 
would show on the report that comes out, the -
25th. 

Yes. 

Of Nove n~ber . 

Yes. 

Which ie awful close to your financing. 

That's r1ght. 

And I 1 m afraid 1 t would give ert1f1c1al prices, which 
would make 1t d1ff1oult to know just what prices to 
put on t he new offering. 

What have you bought? Seventeen m1111on? 

We bought eighteen ~h1s week. 

Yes . 
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And ten last week. 

Did you have anything run orr this week? 

We had maturities or fourteen that we replaced. 

I see, but you show a net gain of -

A nPt gain of eighteen, this week. 

Eighteen. 

And of ten last week. 

Uh-huh. 

12S 

Now that's been enough to show our goodwill, and to 
show we were on the job. 

Oh, I'm satisfied. 

Yea. Well, I Just wanted to give you our general 
reaction on the thing. 

And you're not by any chance hinting that I should 
say t hat to Marriner Eccles. 

Not the slight est. 

Oh, no . 

He might, in the diecueeione­

Yea . 

He's- he ' s heard what we had to say, and I just 
wanted to be sure you had all aides of the picture. 

Now you're not by any chance horse shedding me? 

Not - (laughs) yes, damn it, I am. (laugh e) 

O.K. That's much better. All right. 

All right. At t aboy. 
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Well the market i8 80 thin ot - 80 b~ ot ehort 
8tutf. 

Righto. 
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That it'• hard to pick up etutt, and it doee have­

I low~ be horse shedded by Randolph Burgeee. 

That's tine . 

All right. 

I'm psrteotly willing to admit it. Right. 

Goodbye. 

Goodbye. 
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IOTMbar 16, 1937. 

llr. Pierre Du. Paequier called thia eorn1ng a t ll:JO, preaentbc 

a card as GoverDllent Advisor to France ' s Foreip Trade, with addreu 

at 79 Quai D 1 0r~Sa¥, Paria. llr. Du. Pasquier bad been recaiYed by 

11r. Taylor yesterday and had called on llr. Warren Lee Pierson ot the 

Export.-Iaport B&Dk earlier this forenoon. The l etter of introduction 

which lllr. Du Paaquier presented was eiglled by 11 . Bollllet, Finance 

IU.nister of France, who stated that he desired to discuss general 

financial conditions. 
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llr. Du Pssquier opened the con-versation b;r saying thet his frilllld , 

11. Boonet , luui heard all the rUIIlors which bad reached Paris fr<lc 

London and Amsterdam, po.rticulsrl;r, in rep.rd to possible raising of 

t ho gold price in the United States. The llinieter of Finance did not 

take oruch stock in these ruaors but still desired that llr. Du Puquier 

take adftDt3ge of his viait to the United States to inl!uire personall7 

of the Secretary ot t he Treasury in regard to tbe outlook. The 

Secretary replied that be understood troa llr. Ta;rlor that llr. Du Paequier 

was especially interested in cotton. 

11r. Du Pasquier tben presented hia cotton proposition, without tbe 

Secretary giving &llT repl;r in regard to the aonetar;r situation. llr. 

Du Pasquier 1'1rat talked of the poaaibUity of ••n<Unc a certain aaoUDt 

ot cotton, 01111ed or controlled by the United Statas Depart..lt of 

Acriculture, or aoaa other (lo-rerDaent agen07, to France for warabouinl 

at tbe ports ot IIAt.Yra and DuDldrk. Opon preaaing for more specific detsUa, 

it na developed tbat tba priM idea •• for tbe cotton apionara in France 
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t o acquire approxilll8tely one-quarter of 8 llillion bales of cottoo • 
out of their noJ'IIIll naeda of one • uuon bales per ano1111, through 

one purcbase fr011 the Oni ted states at a fixed price. 11r. Du Paaquiar 

contaoded tbat France ' s needs bad beeo 511pplied r oce.'ltly by cotton 

trOia Egypt, India and sources other than the United Stateo. He 

thought that with illprovine credit conditions in France, and per­

ticulo.rly 1n view of the reduction of the Oanlc of France ' s diocount 

rate to 3 per cent two days age , it would be possible for French banks 

to finance the cOlllplete transaction. Credits aigbt be re1juired up to 

au •onths, but bank guarantees would be provided and the dociDBDts 

would be signed by the ind1v1dusl. Ja8J:lbora of the Cotton Spinners 

Association, wbo would be tbe event~ purcbaaera. 

In reply to the Secretary' s inquiry a a to whether the spinners 

acted as a group in aakine their purcbasea, llr. Ou Pasqui.ar recalled 

tha t he bad been a aeabor of the Tardieu aissicn to the United States 

during tile 'liar and had bad auch per sonal experience 1n ... king French 

purchllses of cotton, copper, and foodotuffs 1n the United States. 

At present the spinners do not ord1nar1ly work as a body in aak1ng 

their foreign purchases and there would be acme objection to such 8 

scheme as he proposes on the part of the !.aport firma at the 

iaportant cotton porta of Havre and Ounldrk. At the 88118 tiM 

llr. Ou Pasquier thought that a group purcbeae could be arranged if 

satisfactory prospects developed on the American aide . 

The Secretary asked Mr. Taylor to come 1n after the coovoraation 

had proceeded a little wblle . Jlr . Cochran had been in t he Secretary' I 
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office when the Tieitor called and reaaJ.ned throll&b the oonTere&tlon. 

Shortly after llr. Taylor cNae in the Secretary asked Jlr. Du Pasqu.hr. 

to step into the other rooa while the Secretary endeavored to 

ascertain whether one~u.u-ter llillion bales of cotton could be 

foUQd for such a sale to Prance. Mr. Taylor explained, after 

11r. Du Paaquier had lett the r00111, that the proposition which the 

visitor bad put up to the Secretary this mo~ing had differed ao~e­

what from the one which had been presentee! to llr. Taylor yesterday. 

The Secretary waa aware of t he differences anc! wae also acquainted 

in advance with the proposition which bad been presented to llr. 

Pierson by Jlr. Du Paequ.ier. The Secretary telepboned Jesse Jones 

and briefly ..-rized tbo idea. He asked llr. Jones whether the 

latter could put his hand on one-quarter 11Ul1on bales to supply 

thie order . llr. Jonea explained that bia orgeni:tation hac! 

•ortgages on •ore than one nlllon bales of eotto11, but bad given 

the praal.ae that no action would be talten toward disposing of urr 

of this cotton before next Jenuery. FurtheNore, be illquired as 

t o whether sueb a sale of cotton to France &isht not reduee the 

normal export cotton trade by just that Bmount. The Secretary 

replied that llr. Du Pasqu.ier bad reported t b&t 111 the past yesr 

France hac! not talten urr e1gnifie&nt &IIOUDt of !aerie·.:. cotton. 

The Secretary raised the questi0!1 as t o whether it &igbt 11ot be good 

business to pu.t one~uarter llill1on bales of cotton fiN at eTen a 

price which three aonthe tr011 11ow aay seM l ow, if t hereby France 

purohssea a larger percentage of Aaerican cotton than woulc! otherwise 
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be the case. Mr. Jones replied thnt such a transaction would inYoln 

a certain amount or •unwinding• on the part of bia organization. Re 

promised to look into tb~ aatter and call the Seeretaey back directly 

• before Frida)' .nooo. 

After talJdn& with JAr. Jones 1 the Secr et&ry called llr. 

Ou Pasquier bac.k into bie private office and told hia that be had 

t aken up the proposition and t bat he should be abl e t o giYe him a 

reply within the next two or three days. 

The Secret&ry then telephoned Ill'. Rasa and asked for a report 

by ilednesday noon as t o the sourees and aaounts of France ' s l..aports 

of cotton durlng the put two or thru years and as much infon:~ation 

as possible in regard to the types of cotton used. 

The Secret ary asked Mr . Cochran to send a cablegram to Paris 

to ascertain the exact status of Jlr, Ou Pasquier . 
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,.£D£RAL RESERVE BAN K 

0#' NEW YORK 

~3 ,.. 
.!. .J 

11 1117. 

SUBJECT,....IILIPBOJI COftQIMQJ mH 

BAll 01 I'11CI,L_ ____ __ 

ar. Canpel oalled. at llall \o4q ed r-.aoned. \hat •• 

llhip bT haamip CU.J).al.D, .. tual • ln.-bar 10, aboat tlo,ooo,ooo 

wonb ot 101d tor Wb1ob ho bad ~- tor hailbt md lawraaoo. 

'fht aal'lcat 1D Pal'la todq, ho CGDtlaued., waa 'IOl'J' auob qlllator 10 

t hat ho had not toa4 lt aaoo81&1'J' to operata either ftT• Yoltordq, 

t h tT ba4 1a1Ded. a UUla norl1q. I IIIU•-'ed. that, \hat beiDa ..,, 

th t cold aad toratp acthaa1• holcJ.1Dca ot \ho had •at bo oloao to 

11100010001 0001 thia, Carlpel o.t1ae4. 

h the ••Uoned. that aut "--1481'' a Baalt atn•et 1111Nl4 

1D all probab111\y lbow • laoraaao 1D 1014 aa a ronlt ot a traaator 

tro. tho had' • holcJ.1Dca. 

I 1Dqulre4 aa w tho na\laa ot tho 14010001000 loe Wb1ab, 

aoeor41Da to ·aw.papor ropona, waa 101DI to bo paid ott. Cal'liUel 

ooat1ae4 thla. I aaed. tbathor tho heoh had liiNld ct.Yo 11p tho 

cold aaa .. •&l'J' to •u• thia pq8et. Car1c•el replied. that althouab 

t bt had had 801'0 tha .-ouab 10ld M pq out thia _t, thia 

quoatt.• had aot •• 70t bM!l 41a•aH4. lor 414 bt ••• ftlllq 

to 'f•tvo a ,. ••• • thil polat. 

l.llaac 
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MBo 

Secretory of State , 

Y/a3h1ngton. 

719, Novtmbtr 16, 5 p .;~. 

GRAY 

London 

Dated November 16, 1937 

Rco'd 2:11 p . m. 

FO:l TREAS~ F!tO!.! BU';,~.;'ER',70RTP . 

Alt'lou6i3 rcor.o.nsiblt individUAls in th£ Cit)' ;>lnot, 

fro;;: the poi 'lt of vicu o!' economic l.lllpr?vtmtnt in -cht 

Uni"Ccd Statts, a favorable interpretation on tlK ~snat~ 

to ~.mgr£dS th£ influential London ntWt':!)-'\p!:t's have not .iont 

so. Condtqucntly London mrkEd dorm Ar•r.rica:1 :;ton:tll tr.\d•c 

in hEre by ab<1ut two point~ beforr. the N~w Y~rk 9 tll<)lt m'li' ­

ktt opened ct 3:00 p . m. London time . Th£ TIUES ceil. tori:tl 

is ~inly a paraphrase of th£ most importcnt aspects of 

th£ message which however , it dtsc.•ibrs ns •cncov.ragtng 

business proclamation" . Tht only oth£r comment is to be 

fo\Uld in th£ open in,:; sentences: "Prteidtnt Roos cvclt 1 s 

mcssc.;:;c to Con.,;r£s9 is notcwortr:o for the frankness nith 

ubic~ hE recognize3 the decline in business activity e nd 

the rcspo:l81bility of the Govtrnl:lent to toke proLtpt notion 

to cheCk it . Equally noteuortby ie the emphasis which he 

lays upon the necessity for cooperation between Government 

and private enterprise . " 

Regraded Unclassified
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2- No. 719, NovEmbEr 16, from London. 

Th£ FINANCIAL Tit-lES tala:s thE viEW that it 0 g&.VE no 

intirnction of any practical advancE towards business *** 
the Prcoidcnt reiterated ao his cEntral purpose the achieve­

mEnt of higher l1 ving standards and a morE just distribu­

tion of the g ains ot ciVilization. These aims in t!lcm­

eclvEs a r c wholly praiseworthy. ThE lesson which all re­

cent n:pEriEncE teachEs but \7hich seEms still to bE studi·· 

ously i :;norcd officially is th:lt bludgeoning th£ big . man 

is not. C\11 1ntalliblt method of helping the smnll man. 

ThEre sEEN lit tl e doubt t hn t given en assurance against 

antagonistic act i on , a littl e real help in the matter ot 

taxation, indastry might bcc::.n to r.xyand a :;ain. " 

ThE FINAl'!CIAL !rEWS finds the messagE 0 a littlE disap­

pointing" and •as comparEd with some recent utterancEs 

from Washington which showed a distinct advancE in t h E 

understanding of what th£ financial and industrial mEchan­

isms required thE mEssage appears to be a rEtrograde step." 

ThE liberal NEVIS C!lRONICLE , howEver, s£Es it as "a 

welcomE contrast with the ostrich-likE attitudE of British 

Ministers towards the prospects ot a tradE slump• and 

terms thE British atti tudE foolish and dangErous ; "wE 

prefer thE cautious cOlll!lon sEnsE ot Mr. Roosevelt , a man 

big enough to !mow llis own limitations . " 

ThE Socialist DAILY ~ERALD predicts "AmErican business 

will bE encouraged but not Exhiliratcd by yestErday' s 

Pruidcntial 

Regraded Unclassified



3- No. 719, NovembEr 16, rrom London, 

Prcside:nt1al message , With Ms usual good se:nat an4 

courage Ur, ~ooaevelt offers business every legitimate op­

portunity for pr ofitable working while not giving away one 

pal'ticlc or the essential new reformo , " 

T'.l£ dollar weakened rapidly before fixi113 at Ylhich 

the g~ld premium was increased to on£ shil~f 
penny. ~c announcement that th£ 40,000, 000 pound crtd.i t 

wo-.· J.C: be: paid has caused San£ untasint 3s and tht B!'it1s'l 

cor.::rcl c~.<pp:.:• ted thE franc s !)orad1colly throughcl.!~ tl-t 

day. 

BrNCIIAl! 

SllS : CSB 

.. 

Regraded Unclassified



CA 

Secreta~/ of State , 

Waohincton 

1612, November 16, 6 p . m. 

FOil TilE TREAS mY 

Gray 

PARIS 

Dated Nov. 16, 1937 

Reed 3:34p. m. 

Compnrat1vcly little business was transacted on the 

exchange and s ecurity markets here today and trcding showed 

no part1ct~lar trend Either wa:J . In of! 1c.1c.l trcdin3 this 

afternoon the pound cased to 117 . 42 after 147. 51 this morn1n3 

' and the dollar to 29.42 after 29.49 . It s-.cms t~~t the fun~ 

did not enter the mar~et at any timE durinc th£ day. 

The oecurity ~arktt was depressed and rentcs were fr~ct · 

1onally lover. Internationals were pr.rt1culnrly weak. 

1.1ILSO!I 

IIPL nee 

• 

Regraded Unclassified



MBo TEL ".:GRJJ! SENT GR/.Y 

NovEmbEr 16, 1937 

4 p. m. 

IIHEi :E/.SSY I 

PIIRlS (FRI..NCE) , 

URGENT. 

575 . 

TrE:t:;ury r~t,uE ota tE1E(;ro.ph1c r Eport on standing 

c.nd co nnE ctionc of Pi Erre Dul'n oq\\i :r , 79 Quai d ' Oror.y. 

EA :FL : SHF 

t:.::.L 
( ' Jlo' ) 

140 
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E CORRESPONDEN CE 

COin 171ft X 

D ATE ln•btr lT, 11" • 

S U BJ ECT• ! ILJPBOD 00if41PJOI Willi 

BYJ or wor "' 

Kr. JlolMil o.Uecl Kr. ~oko a\ 11110 \o4q. nvo n• 

aoUeoable 1D aaftipo \o4q1 ho eai~, o ra\hor 110ro bMJ'illh pvobolOC7 

about Aaoriou blla1Do11 ud 1\1 t'llturo CMt\look 11biah 'lllftld, of eellriO, 

-uauo \o att.n to -• .act \ho dollar-nerl.1Dc mo. fh•• •• 
aot ~ aori.ft1 tboqht to4q about t'llrtlhor d..,aluaUoa of \ho doll.,J 

that na aot talked oboa\ 1D luopo \o eDT ate\ at ell, or, at 1..-, 

it ... a qao.Uoe 11biah .... 'fOrT 1 ... ~ 4o• on tho Uat. no 

t h1DC that attanecl •ropMD op1a1oc priaar1q at t ho --t na \ho 

po11lbiUt7 ot • co-• 'bu4cot datlait. lot that ltr, ltoqc\h• 

wu aot hklll at hit word 'lbe bo p~ao4 oa oar:ty balan04q ot Qlo 

baclcot; llbat na wor1'71Da pooplo waa llbothor ho '1101114 bo able to aako 

cood oa h1• p..-tao. nta the ••• ono roaaoD tor tho woua••• ot \ho 

dollarJ 1110thor oao 'fOrT 4ot1D1tol7 na tho toot \hot, tor th1 -••• 

at l oan, tho ,eliUoal -ditloaa 111 aaropo ·~ro bo"or. 

no d•oad tor cold 1D Leadoa tor hoor4i.DC p.arpoao•, Bolt. 

eaid, -uaue4 at U..t 1100,000 \o 1100,000 por «q, I -.lo1De4 

t hat •• ha4 aot rcowo4 CMtr aell1Jlc or4or tor tho baluoo ot ~ cold 

111. Lollc!OD 1111p17 b-•• priooa bad 4roppecl 110 •eb that CMtr u.Lt of 

1111.09 41d aot ••• roo11n1o. lwor\heloll, I tel\ tho o~or '11101114 lie 

rcowe4 tho --t 1\ looko4 •• it thoro wuo a tlumoo ot •llr1nc \hot 

prioo. I ukot aoth• ho h-' 1117 14oo •• \o tho \otal of cold that 

hod oo tar coao 1.lno hoii'Cilq 11aoo \ho bt~Sahc ot Ootobor. Bo I'.,Uot 

1t ... 'fOrT 41ft1oa1t to U.Uti1Jlo W• booouao a tab r au\ ot tho colt 

Plll'Oboaot 1D J.ea._ .. Ullc 11r pooplo 1lbo WIIN14 tum 1t 1D to -• ot 

tho ..U o-val ~· 111 au.,. Sa aot•1• to• pl4 ooSa llbltb tiler 
Regraded Unclassified



I"IEDERAL. ltUERVIE •AHIC 

Of' N&W YORK 

CE CORRESPO NDENCE DAn ..... 1'1, 181'7. 

SUBJIECT" ,.,..... tV+f IPJOI U!8 

Ol •a• dlo 
- I-

W01ll4 \he peddle oa\ to tbo •all lloe.Ner. fbia \naAeU• .. \laa" 

\0 be prot1h11lo beuuo aol4 ootaa nn .UU a\ a p:rc• ot t:ro. a 

\0 •· nat~·'"'"'"' oa\ ot •ta •• • •-r :rMl tld.q. he ,._eel 
w OODIIlu4o t:r. tho tan \ha\ \hq nn an\lq bau ale\ ot tb.t:r 

balaao\oa, llb141h W14e\lT ha4 bee !t.el4 liT tbo ...U fellow 1lbo waa 

DOW euhaJlllq \h- fo:r .. 1a. UJ'Ied )T 80 to aMO a IU088t lol'­

\hOIIJh\ \hd alaeo \he low l..,el ot aM'Ilt 11001000,000 to:r col« !t.oe.Necl 

ill LoD4oa ha4 bee neohe4 1a A~apn, \hla .-oat ha4 ecain bee ta­

ore .. e« altotnho:r liT 111,ooo,ooo to a.>,ooo,ooo. I :repl1" tbn tbn 

414 aot oh..ac a\ all 111\h • -e• I ha4 :r•4 1a oDe ot \he Loa._ 

pape:r• •• lMn • --'h aco, ae \he ~• •• ct•• •• &101 0001000. 

Bol\oD pro.hed \he\ he -....14 loolt owe:r hla tl~ro• .. ala •« clwo •• 

ao\her rtaa 1a \he Dea:r hare. 

I o-ete4 \hd I 001114 ao' Clllh u4e:rnD4 how, 1a .,et• 

ot 'he -\la'll" anala" •-• tor colt 1a tb.o Loa ... autre,, \he 

cold prleo 1a loe'1•, 1a \aaa ot nerU.., ha4 '""" t:ro. UOa N 

oa:rl7 1a Onobe \o 1•• 104 -... Bol._ :r.,Ue4 ~ tllla .. 

l'atbor • 1-a ftol7 -· umftlt .... )eb - tbo tel ...... -· -­

•s.aaecl ... ~, aat.uAna 

IIOto:r heo, ..,817'-'T 1a 4M11al 1a col« 1a ,.,., ot 

:rou lll:lon pa:rl\7 (tu..,.,). 11\b nar11q approeleU..C ln. 

~~~ 1a _... \o a :rea•• hlP ot ... 01• 1a tbe o:rUu17 ..,. 

ft'oJ7MCF -....14 a,on tbo pl'leo ot aol4 • 4ep:roolno M .... 

aah t1cue u lila N llb1a I, to:r 1a.._oo, U.. oftea ha4 1a 

(I .1. It h lat .. *-1 \o M\o tllat tua t1,ue MltalaW 
Regraded Unclassified



P'&OaRAL RUO.VE .ANK 

~ HRW YORK 
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OFFICE CORRESPO NDENCE 

To QOII'l..,.IAL mM 

DATI lene)G' lT, llfro 

s uaJlten ,... PI *' •. ,. ma 
, .. 0' Wl!PI, -·-

a\ our .. ,u., prila of tai ·Jlla• a quanor por o•t, WIR14 M 

..UYaliD\ M 0 ftOI'liq rdo Of ta.OM7.) lletrWOI', 1a ft-

ot \ho tuDct.e\al obaDI• 1a ooa41U•• • rMet17 aai'Opo haa 

turn .. a b!Q'or of col4 ta \he Loa'- IUI'Icn 1anoa4 of ,.,, .. 

u hor.-eforo (tor lbl~et \o •• ton) - •• huo boe ti'J'tac 

11o cot \ho Loa._ prioo up to Jftl' ..,.n pari~. AI a ronU, 

t horo 11 a _.._, 111111 of wu ll•woe tho hou41q ,_, for 

col4, llbiob wnlcl paah \ho nerliDc taOtnlon t or colt ,.,, •• 

, h. ··~ tecleq for tho norl1JII pr1oo t or colcl to IO &»• 

to t ho a\mt t hat \ he •torltac-doUar rata 110\'0I v.p. 1'h11 bo­

tac tho atwaU•, •• hue triocl to o~ah a 1'111111 pre• 

onr rou.r i.llport parit)' .a \ha\ tho Loelloa pr1oo ~clcradu.UT 

work up to roar aport pari\7 a d oaa41Uoaa • ulcl wctuallT 

.-. 1atii'Ym\101l tor :rou po111111lo. l hla 1a, of ooarao, r oall7 

.Uh a 41ntaalt pi'Oooaa that hal to bo kept •P all 4q l oq 

f/1101'7 4q ataoo \he coU IUI'Ic_. -Un•o• tD .ftlant• loq 

aftoJ' \ho t1Jd.q. It r..-troa a aon of oclllo&UOil for tho 

uno\ that 11 101111 • all tho Uaa. u I ~o r•-'oGT at 

fl )rl7 ae\l•ot \o )'OQ WO ha'I'O DO clat11l1\o 14M U \o wba\ 

1111Nl.4 llo no propar lwel for \ho norlJ.8c-4oUar ra\o. u 

1-c u thoro 1a a roau 1 Plo llaftft tor delhra •' paoplo -

r•-.all17 ower \bo1r ....u~••• •• ~ • 11111111 ... , 

aoWIII _... .... llo .... 111r u. It tu 4e1lar h _. .. _. 

tMnton Aa 1 a, plt, ot oovM, 11 lblppot \o •• toJfl tor 

..,_. ••• _. feJlara an ... ........ 11111 baa '-' tlao .... 
Regraded Unclassified
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CE CORRESPOND ENC E D ATE lft•!t&r lT, 1II'J' o 

SUBJECTl f JLPIMJ !»ft ?"J" mJ 

for \ho 1an , .. 7MI'I or •· If \ho ~u 1o ...-, •• ,. 

han hd U r••UT• aa4 ou prtm.• oa cel4 wu ~ 111-

pon pUit7 1a aaia\aia .. , U 1 .... to }NnbaiOI Of lel4 ia 

1.., Yon tor *iz-ct to luepO. Aetul tJ'JffDI opoftUODI 

an, of oouao, .,._,. 41mftlt for •• •o to tho tan tb.at 
~ -

.,.. tho eouar nto •• tbo colt piioo 1a t.ea._ an tloot-

lal• Wo 4o aot ala4 tho 41tt1ftl.Uoa arllial th&r.,_J that 

11 a aitqUoa 11b1eh ,. h&'t'o to taoo. Ba, bounao ot tbo 

aproo4 llftwooa tho~ OD4 ao"t•c pr1" ot celt la ,.., 

Yon ot alloft 1.1!1, 1ao1Hial Uipplal obutoa, ltorllal la 

haa ot tho 4ollar eoa tlanuto allod f o••• Nt7 ,._ 

t(.H to t&.OI. low ,. aro tJ'7lal, •• I h•o 1&14 baton, to 

brlal \ho ~.ea ... cold ,nm.. 1a llao 111 th J'RJ' ...... po1at 

(tA .... ), 111n 1t 11 a umea1t \h1DI to eo, pm11111u17 

aiaoo aolloq aowa bow 11ac thia pre••• ..-. ... ot tho 4o11ar 

w111 ooauao. Aftar ell, U llit!at ana od to bo 't'UT IMft­

ll't' .. 1t, tor 1aataaoo, JWr Proi1CODt llbMJ14 aako ,.,....._ ot 

tho Ma1aoaa 1 •. ••1 lbUo, wo an pa't-'17 •""Ill• 

•• 1ft aow, to tuo Mdonh ~ar poi1Uoao ,._ tiao to tiao 

bat .. r power a ot 1ateft'•Uoa an Uttlt ... I 

u ftl..,.. tho pn .. t ,....,_-.1 poilU• of \ho ..a.-, .. 1._ 

...,h, .... ..... of poeplo ....... bo .... of Celluo. a., 
l 

-..14 OODo 1a Sa a ~ to 1ft ~- tho.__. tho at.hat10D ....... 

... 11111o, ft ....... la1JJ .. t1ao Pl'll I ' ... 0 , ... •oi!Ual ~ "" 

................. ==== Regraded Unclassified



t'&DIERAL RUERV& 8AHK 

OP N EW YORK 
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OFACE CORRESPONDENCE 

ToCOl!nDP!UL llJ.II 

OATi'r'!l••r lf ltlfo 

suaJECT• t&IPIIOII co•••01 ma 

L. W. llaoko BAQ Q• WAIQI. 

- & -

•• \he referred \o .,. rM•' ..,, •• uoa \he' we -u bo 

11ad \o opara•• tor hit aoOOIIIl' 1JI 'hi• aaltt.n after LoDdoa •• olo11od 

it, d 8Zl7 Uaa, ha t.hoqh' ~· 4aa1ro!lle and .,.., .. \he' ha 'MIIIh' 
\hat, u a :~&•or of p:rlao1plo, ha wal4 ao• like •o au 111 \o u•ar­

,.11!11 tor h1a bMGta 1\ ~4 probabq ba ban tor \h• •o koop \a 

\hair o• ll&lttM. 'Ibn t.h07 ._, .. \o '1'7 1114 4o •• \o liMa OOilU­

UODa in t.ha l.oa'- aalttn alltobhl7 tft'Oro!llo \o eabla ua to op­

erata t or oar o• aoeoaa• it n WS.Ihod. Ill o\hor wr411 t.h07 'lllllllll4 

\ry and '" \ha Lon4oD 1old vnea 1D liDo ai\h our 1014 npor\ poiD\ 

10 \ha' n OR14 oporah 1JI 1014 it n taU 10 1Jiol1JIM. I ,o1D'M 

ou\ Ula,, aa aa"ar1 1\ood •• \ha 11011111\1 tho oal7 \h1al •• aeul4 4o 

\o 1\op • ~nhar WMJrlll1.Dc or t.ha 4ollor 'llllllllld ba \o lloll naru. .. 

forward, 11b1ob, ot ac•r••• Wlll4 ba a 'P'll'O a•lll.a a1Jiaa n ha4 eo 

eora 1014 • IIPMk of 1a Laada. Jloltoll \bG'IIIh' \hat 11!10\har aaoaa 

ot 4"Hal WS.\11 \ha 11\ua\ioa ..al4 be tor •• \o 'biQ' 1•14 fro. •• 

t or forward Col1Y01'7· I alllod wbe\hor ha \hoqh' \h07 wal4 ba pn­

pore« \o «o \he' _. Jlol\Oil ,.,UM, ha GleaP' ao, 1t \he' Will«~ 
had 

\ha at•a\1•: I\ hi 1D 14M wbiob / IIIMtal.)' Oh&il .. '- h1a alailo hO 

••• ap•H•• \o ••· I po1JI'a4 ou• tha\ \hd lliah' u\laa\el)' '""'• a 

ael'oU• al'boafh, •' 'h• pr«a1llal aol4 p1'1aa11 tor torn.H •al1YOI71 

~oh ,,...aoUODI wa1• ao• ,.., ba poaa1'1o. 

I aeU•o4 \ha\ wa aoaUau .. M lo11a toroip ... 1Ml •' 

\he' \ha \ohl 1's.uroa tor t1Ya aotk1 •1fnl lcw•bu 10 waro aow 1a 

...... at tiOO,ooo,ooo. Wit tlaiae• • ..u .. -- 1a .. ,.,,, ,... 111.,. 
•1U7 1oM tMt ..., ... ,, ho Mlt. 

t.•IIIIO Regraded Unclassified



LMS 

SecrEtary of State, 

Washington. 

1618 , NovembEr 17, 4 p . m. 

FOR 'l'HE TREAdURY, 

GRAY 

Paris 

DatEd NovembEr 17, 1937 

Rec'd 3 p . m. 

ThE EX~~ngE and sEcurit1 markets here today were 

once more inactiVE and fEaturelEss . Both sterling and 

dollars moved within narrow limi to and sho'iizd ll.t';;O.e 

change from las '; night's closing quota';ior.s . It is thoug}'lt; 

that th~ !.md ma1 havE purchased a smell mn~unt of st=r­

ling. Forward ratEs were practically unc~~ngEd. 

A waiting attitude is being followe<\ on both thE Ex­

ch&ngE and s tcuri t1 markets pEnding dtvElO];dllEnts in Par­

liament and th£ outcome of tht problem raised b7 the 

demand of civil servants for higher pay. Complaints arE 

numEroUS that businESS is WEighEd down b7 EXCESSiVE fis­

cal and social chargEs which paral7Z£ initiativE and hold 

1n chEck an1 real improvEmEnt in th£ financial situation . 

The suggestion appears more and mort i n thE financial 

prEss that rEsponsiblE t l tmEnts of thE Extrtme Left do 

not i n realit1 dEsirE the succEss of what th£1 refEr to 

as thE 

146 
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LI~S 2- llo. 161 8 , Hovt mbtr 17, 4 p . m., from Paris. 

as tht "Bourgeois" financial policy (for instance as advo­

cated by Bonnet) and that such tltmtnts claim that if the 

policy of Auriol had not succEeded it was because hE had 

not first of all made necessary "structural" {constitutional) 

changes . In othEr words the impression appEars to prevail 

th4t such quartErs a rt working to bring about a collapsE 

present rEconstruction efforts so a s to eliminate constrvs­

tiv£ ro.dical sc>cialist direction of the govtl'l".Jt.t~t anti ,,.., 

proc~cd to more- far- reaching rtvolut:.~onary reforms . 

However this may bt , the rcpatriatio~·. of Frrxh llnpital 

has rcccn";ly £) c·.1cd t:p . 

( El!L SEC'27!>lf Ol'E) 

JLS :CSB 
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lo!Bo 

SEcrEtary of StatE , 

Wo.s:l1ngton. 

GRAY 

Paris 

DatEd NovEIJibEr 171 1937 

REc ' d s:se p . m. 

16181 NovEmber 17, 4 p . m. (SECTION 'tWO) . 

148 J1F 

IntErEst is EvidEnt rEgarding ways and mEans EnvisagEd 

by thE Treasury to poy for thr s t £r:iing which !.s apparEntly 

to bE S'.lppliEd by t hE EXCha!l;1;E ~qu.lllzation fund for th:: 
('by?) 

SEttlEwEnt Of thE British c r Edit wl.th DEC EmbEr. At the: 

prEarnt ':'atE of ExcmngE about 6 , 000,000, 000 franc~ wil:i bE 

re:quire:d. SuggEstions q;> pE nr that thr rcilwaya (thE tb·;­

or£tical bor ro•t·Ers) might tala: up t.r.r nE ce ssary str.rlin;; 

from tlu: t'Und to de:livcr to Lo."ldon, t.nd rr;>ay thE x'u."Xl nith 

Tre:as=y bonds , nEgotiable: at thE Bank of France: , or th::tt 

thE railways will issuE franc obli eations, t hE procEEds of 

which will br turnEd ovEr to thE: fund . ThE rumor of a loo.n 

ope:ratlon on thE AmstErdam mrlc£t hns alao apptarEd oncE 

morE. 

ThErE has b EEn little: ca:mEnt so far in thE financial 

prEss on the: PrtoidEnt 1 a mEs sagE to Congrtss . SanE surprisE 

is appa:•~:nt that the: dollnr is wEak against stErling at thE 

monEnt \1h£n thE PrEsidEnt se:cms dEcided to lEave morE li-

bcrty of action to CongrEss for the: SEttle:mcnt of th£ 

problEmS 

Regraded Unclassified
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2• No. 1618, November 17, from Pnria (SECTION TWO) . 

problcc3 which hnvE arisen from efforta of th£ Government 

co place thE financial and economic aituation of thE UnitEd 

StatEs on a aolid baais . With exprEssing thE v~En that auch 

first rEaction lEading to a flight from the dollar ap~ara to 

bE hasty, thE financial press conaidtra it a good omen that 

thE PreDident "shows signa of abandoning part of his er.r:c­

uti VE dynamism to rEturn to the morE democratic lint of 

Co~r£3s1onal opinion. " 

"ID c;;- IIESSA:l':: . 

S!!S: l:.?L 
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Secretary of Sta tE , 

rla.ohington. 

7001 llovcmbcr 17, 6 p , n , 

GRAY 

London 

Dattd Novonbcr 17, 1937 

Rto 1d 3:22 p,m. 

FOR TREAS'JRY ~!'I BUTTERWOR'm . 

In nnnounc1~ t!:nt the !'1-i•l:l iory io sue !n the Bo.nl: of 

England l'l!'lich vrns reduced from 260, C'l01 0C0 pou:v.;a to 200, . . 

lEO 

0001 000 ponnds l o.st yrnr hls bt m r a t~Ed ':o 220, 000,000 

pounds thE Char.·· £llor Of the Exchcq;tt;;.• p~-:-!;iculo.rly EXplnlnrd 

thnt "this arrangement is to mcc\. sc~. •onal dcmcnds and it 

is therefore contEmplatEd that ~t wil~ ~btai n for cbaut 2 

t!Onths; thAt is to t he middlE ot' Janucry 1938, " The cir:m­

l:l t1on bas been runn1~s sen: 40 million P"unds ahead of t hr.t 

at t!ll.o tir.tt last yrar and the rucrvc in t he bonking dE­

partmEnt i s not much more than 42 mill i on pounds as compared 

Wi th 63 tl!llion pounds tvrtlvc months ago , thE r atio bting 

26. 8 against 40 . 7 per ctnt . During the six WEEks preceding 

Chriatmao 1936 27, 500, 000 poundo mort notes went into cir­

culation, 

This a ction hns provoktd little collll!£nt in thE city as 

i t is rEgarded c.a a tmporery bookkeEping dtvic£ 17i th which 

to D££t a tElllporo.ry bookkttping problem, 

The 
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2- llo . 720, llovcnbcr 17, trot! London. 

Th£ London finnncinl prtss reports n rcsurgcncc or 

rwtors regarding dollar dtvaluat1on but inquiries in tb£ 

city do not beer thi a out. It is however rtportcd on fairly 

good tw.tbority that t he forthcoming atatrm£nt of the Bank 

of F;oa!lCE will show an increase in gold holdings or ovtr 

tbr££ nillia..d. This gold 1s said to bE part of that o~ 

taintd i n recrnt wEEks fro:~ t hc Bank of England and that th: 

Bank or FroncE bas rEachEd an agrcemcnt \'lith the French 

EQut:lizati.;m f'W'ld by which it is t aken O''Er on co:rt a1n 

oond1t~.ons. 

81NG!!I.Y 

CSB : 
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H.M .Jr: 
A. 
Barkley: 

H.U.Jr: 

a: 
H. I.I .Jr: 

H.U.Jr: 

B: 

H.tJ .,Jr: 

9 : 

H . I.; . Jr: 

B: 

H .~ .Jr: 

B: 

a: 

H. !.l .Jr: 

a: 

Hello 

HellQ. 

Good morning. 

!Jr. Secretary. 

Henry to you. 

Yes, sir. How are you? 

Fine. 
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NovPmber 17, 1937 . 
10 : 30 a . m. 

I'll tell you what I called you about. You 've got a 
Secret Service oen down in Louisville, who's been in 
the service about eighteen years . 

Yes. 

The new Mayor down there wants to appoint him Chief 
or Police, and I think it's to his credit that he 
wants to get somebody who'e trained and who's not been 
engaged in politics. 

Yes. 

But he has to get your consent that he' d be given 
leave or absence . 

Yes . 

He doesn't want t o loee his Civi l Service etatua. 
Now I think it would be a good th.1ng if you could 
do that. 

Well, somebody, I don 't know who, at the White House 
already asked me - I th.1nk you must have -

I took it up with the President, just incidental~y, 
because I thought it might get up to him, and I 
talked to him while I was over there the other day. 
I told him I was going to take it up with you. 

That shows how good servioe you got, because the 
President a l ready sent a memo over. 

Well, t~t's fine. 
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K.ll.Jr: 

B: 

K.l.t .Jr: 

a: 

H. l.I . Jr: 

B: 

H.lol . Jr: 

a: 
H .!II. Jr: 

B: 

H.M.Jr: 

B: 

H.IJ .Jr: 

B: 

H.ILJr : 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 
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And we're working on it now. 

Well , t hey wanted - you 111 the new - new Adminiltration 
I think, changed hands down there yesterday . 

Right. 

They wan ted to announce, as soon as possible, they 
really wanted to do it yesterday. 

Golly -

But of course t hey couldn't do it . 

How long will you be available at your offioe? I mean 
bef ore you go i nto session. 

I'll be here until 11 :30. 

I'll try to give you a ring before that. 

~1 right, and if you can't, why you can call me over 
on the floor . · 

All right . I 'll - I'll do the beet I can. 

How' s - how's everybody? 

Well , we're all right . --We ' ve got our chin up, 
but we 1 re - we 1 re worki ng d.amned hard . 

Well, that's al l I di d . Keep it up. You're young and 
vigorous. 

Yes . I'm coming up to have lunch with Pat at one 
o'clock in- in the- what' s -Hals~s room. 

Uh- huh. 

Pat a sked me to come up there at one o' clock . 

Yes . Well , maybe I can drop in and shank hande with 
you. 

Well, - that - t ha t would be awfully nice, if you 
would. 

Well, I'll try to do that. 
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H. Y. Jr: 

B: 

H.IJ .Jr: 

a: 

H.M. Jr: 

8 : 

H.!l .Jr: 

-
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Thank you. 

Well, I'll be eee1ng you. 

I'll call - I ' ll - I'll eee 1! .I can't !1x th1e up. 

You - you do the beet you oan on that. I think 1t 
would be a good tb1ng . 

R1gbto . 

Al.l righ t. 

Thank you. Goodbye. 
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H.J.t .Jr: 

Operator: 

l! .!.l .Jr: 

o: 
H.U.Jr: 
Sen . 
Harri son : 

H. IJ .J r: 

H: 

H.U.J r: 

1!: 

H: 

H.M.J r: 

H: 

H.!J . J r: 

H: 

H. li . Jr: 

H: 

H.t.I .Jr : 

H: 

H.I!.Jr: 

H: 

H.M.Jr: 

Hello 

Senator Harrison . 

Thank you. 

Go ahead. 

Hello . 

Henry. 

Hello Pat. 

November l?, 103?. 
9 : 28 a. m. 

What ' s a convenient time tor you to take lunch? 

Oh, about one o' clock. 

All right . 

Where' ll it be? 

Well, we 've got thl s t~lllbuster on up here -

Yea. 

I ' ve got to be pretty close in on this end 

All right, tell me where you want me . 

Well, auppoee you meet us at Ed Ha~~ ottice, 
Secretary of the Senate . 

Right. 

And we'll eat in t he room next to it. 

At one o'clock . 

One o ' clobk. Will you have - get in touch with 
Uagill? 

He 's sitting right here. 

All right. 

I ' ll tell him. 
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H: 

H.Ll . Jr: 

H: 

H.N.Jr: 

- 2-

All r1gllt . 

1 111 be there ae the clock etr1kee one . 

All right . 

Thank ·you. 
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H.ll .Jr: 

Operator: 

H.M.Jr: 
Sen. A. 
Barkley: 

H.!.! .Jr: 

B: 

H.M.Jr : 

B: 

H.J.! . Jr : 

B: 

H.l!. Jr: 

B: 

H. I.I .Jr: 

B: 

H.M.Jr : 

8: 

H. t.I . Jr : 

B: 

H.W.Jr: 

Hello . 

Senator Barkley. 

Hello . 

HeHo. 

Alvin? 

Yes. 

Henry. 

Yes. 

November 17, 19~7. 
10: 41 a . m. 

I have in my office here Ur. Wilson, the head of 
Secret Service and McReynolds, my Administra tive 
Assistant, and it you could see them, it they oeme 
right up now, they'll give you this lone technical 
explanation, you see . 

Yes. 
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And we can do it either way, but t hey say that, - I 
want you to ge t the explanation of let's say, a 
subsequent Secretary ot the Treasury, tour yearA !rom 
now, even if this fellow had a leave of absence 
wouldn't have to put him back, you see. 

Ub-huh. 

And I - I think tor t he man's sake you ought to have 
that explanation. 

Well , it' s now- well, yes, I-

They can be up there in fifteen minutes. 

Oh, I've got- just so t hey come in before 11:~, 
tecause 

Where are you now? At. 

I've got trxee or tour fellows waiting now, with 
reports. 

Te11 me, what - what time -
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B: 

H. IJ .Jr: 

B: 

H .... Jr: 

B: 

H.U.Jr: 

B: 

H. JJ .Jr: 

8 : 

H.)I . Jr: 

B: 

H.I! . Jr: 

B: 

H.!.. .. Jr: 

B: 

H. Lt .Jr: 

B: 

H .J.t. Jr: 

8 : 

H.lt .Jr: 

B: 
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I ' d say - suggest they come up here about quarter 
after eleven. 

Whioh -

We at fifteen minutes after eleven. 

Which office are you in? 

I'm in room - in office 20~. 

205 - Senate Office Building? 

Yea. 

They'll be there ae tho olook strikes 11:1~. 

All right. 

After you ' ve heard th o story we'll do anything that 
you wan t . 

Well, all right. 

We will or won't give the fellow a leave of abeenc~, 
whichever you think ie in the man's interest . 

All right . 

How's t hat? 

That's all- that's fair enough. 

All right. 

Now listen - understand he is not an applicant for 
this place. 

I understand. 

They wanted him. 

159 

But the point that I wanted you to got, for the llall 1 8 

sake, is that a subsequent Secretary of the Treasury, 
and a subsequent chief of the Secret Service, even if 
this fellow did have a leave of absence. 

Yes. 

Refuse to put hlw back. 
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B: 

H .t~ . Jr: 

a: 
II .U.Jr : 

B: 

H.U. J r: 

Oh yes. 

See. 

Yes. 

160 

- ~ -

After you 've heard the story, we ' ll do anything you 
say . 

All right, that's tine. Thank you. 

'l'h9. nk you. Goodbye. 

-- -~ z • ·~ 
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Operator: 

H. l.! .Jr: 

o: 
V.P. 
Garner: 

H. IJ .Jr: 

G: 

H.loi .Jr: 

G: 

H.M.Jr: 

G: 

H. !A.Jr: 

G: 

H.ti .Jr: 

G: 

H.M.Jr: 

0: 

H.M.Jr: 

Hello 

Vice-President coming on. 

Thank you. 

One moment please. 

Hello. 

Henry talking. 

November 17, 19~7 . 

11:07 a.m. 

Yea Henry, how are you, my boy? 

Well, I'm all right. Still got a little money in 
the bag, not much. 
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Well by God keep it, don't let it get away from you, 
it you can. 

Well, that's what I'm trying to do. 

Well, they'll - they ' ll get it from you though, I'll 
tell you that, now. I'm wit h you tor keeping every 
damned nickel or it, and getting some more and keeping 
that, but by God they ' ll take it away trom you . 

Well, i t 's- it' s going to be harder this year for 
t hem to take it . I was - Pat Harrison asked me t o 
come up to have lunch with him at one o'clock. 

Yea . 

And I'd like to pay my respeote to you, either before 
or attar that. 

Well, all right. Any time you come around to my 

place, you're always welcome aa the sunshine that 
oomae into the window. 

Well, that's awfully nice, now - would you rather 
aee me atter around -

Well , I don't know Just what the Senate situation 
wil l be, a.nd I 'll try to get out or the Chair by 
halt past twelve . Now it you were here Juet before 
one o'clock, it would be a good time . 

Well , auppoa1ng I come up there a little bit before 
one, and I'll go to your room. 
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G: 

H.Lt .Jr: 

G: 

H.M.Jr : 

G: 

H.M .Jr: 

G: 

• 

- 2 -

Yea, co .. right on in, I'll tell theee boya - put 
your coat and hat hera eo you can have it when you 
want to get out. 

All right, well I 1m having lunch 1n Ed Bal&Jq .. s 
room, that's where Pat eald. 

Yee, I know it. 

Well, I'll - I ' ll come t o your place a little bit 
before one. 

All right. 

Thank you very much. 

All right. Good. 

' 
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Operator: 

H.o.t .Jr : 
R. 
Dough ton: 

H .l.t.Jr: 

D: 

H. IJ . J r: 

D: 

H.l! . Jr: 

D: 

H.!I . J r: 

D: 

H.M.Jr: 

D: 

H.U.Jr: 

D: 

H ./l .Jr: 

D: 

H.ti .Jr: 

D: 

Go ahead. 

Hello . 

Hello . 

Hello. 

Hello, Bob? 

That you, Mr . Secretary? 

In person . Henry to you. 

How' e t hat? 

This ie Henry talking. 

How are you feeling . 

Oh, I'm tine. 

November 17, 19~ 
ll::i? a .m. 

163 

\'lant to say you made a might y fine epeech up t here. 
I didn 't send you a wtre r i ght over. I thought you'd 
come back, but you di~n 't get back tor a day or two. 
I want to tell you t hough you made a mighty tine 
speech at an opportune time and in a very taottul way . 

Well, t hat ' s awfully nl ce, and it was awfully kin~ of 
you to have lt put i nto the Congressional Record. 

Yes, that's good reason, it belongs t here, that's the 
information the country needed . or course they had 
i t suppressed pretty well, but helps it to go out 
through t he record, too . 

It hel ps a lot. 

What I wanted to talk to you about , . you know, I talked 
to you once about that matter that they were tryi ng 
to put over on me about those three invest igators .· 

Yee . 

You know about tha t . 

Yes 

Well now it thAt t hing is not entirely stop~ed, I'd 
like to come down and talk about i t . I understand 
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H.IJ.Jr: 

D: 

H.l! .Jr: 

o: 

H.IJ .Jr: 

o: 
H.J.I.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr: 

D: 

H.W.Jr: 

D: 

H.W.Jr: 

D: 

H. lt.Jr: 

D: 

- 2 -

it1 e in the formal way before the Civil Ser•ice 
Comrnl.esion. 

Uh-huh. 

Now what ie - what do you say about that? 

Well, let me make some inquir1ee, may I? 
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You make some inquiries because I don't- that th1ng­
that thing to get away and explode on me. 

Oh, no. 

And I know you won't let it. 

Oh, no. 

And you make some inquiry and then if it's necessary 
I want to come down and talk to you about it. 

All right . 

It's - I e1ther 
eloe go forward 
dynamite me. 

All right. 

want it stopped and k1lled dead or 
in a way tlfut somebody else won't 

Ae t hey ea1d they would attempt to do. 

Right. 

Would you look 1nto it and call me back. 

I certainly w111. 

Thank you. very much. 

Thank you, Bob. 

Goodbye; 
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H.M.Jr: 
R. 
Doughten: 

H.Jt . J r: 

D: 

H .... J r: 

o: 
H .ht. Jr: 

D: 

I' .!.I . J r: 

D: 

H.1J. J:r: 

D: 

H.!.I.Jr: 

D: 

H.IJ.Jr: 

D: 

H.M.Jr: 

D: 

H.ll .Jr: 

D: 

Hello 

Hello. 

Henry talking. 

How 1 e that? 

Henry Uorgentbau. 

November 17, 19~7. 
2: 5? p.m. 

All right , Henry . How are you feeling? 

Oh, I ' m all right. 

Wel l. 
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I ' m calling you up to say that we Just learned, today, 
that the CiVil Service Commission reported adverPely­
on your three boys. 

Reported adversely. 

They repor ted adversely. 

Now what does that mean? 

That means t hat the chances are ninety nine out ot a 
hun~:red that the White House will do nothing . 

Uh-huh. 

I can't imagine t ha t i n the light ot the taota that 
t he President would do anything . 

Now then they keep writing me, down there, about 1t 
-that's satisfactory to me, I understand the 
e1tuat1on. 

Yes . 

Now then ehall - ia t here anythi ng else t hat I can 
do about it 1n another way, do I need any letter or 
anything t rol!l you, stating the status ot i t. 

Well, aupposing I write you a letter giving you a 
copy ot the C1v1l Service report . 

How's that? 
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H.U. J r: 

D: 

H. !.l . Jr: 

D: 

H., .Jr: 

D: 

H •.• t. Jr: 

1: : 

H. 1,, . Jr : 

D: 

H ... . Jr: 

D: 

li.IJ .Jr: 

D: 

H.M. Jr: 

D: 

!! .!J . Jr: 

D: 

lLioi.Jr: 
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I 111 - we don't get that, that goes to the Bureau 

or the Eudget, I - I think you should just forget 
it . That's all. 

How ' s that? 

I think you could Juet forget it. 

Just forget it. 

Well, we can't do an1thlng. 

The only t hing that worries me - I understand that -

the only thing t~t I want to - you know I had all 

the i nterest a man could have in it until I wao told 

lt wouldn 't~ ~oneistent to reappoi nt them. 

That's right. 

Then I dropped lt, t hen somebody else took it up and 

tried to have lt done over my head, round - around 

me . 

Nothing -

Not over my head. 

Nothing will be done . 

I was juet wondering if a letter from you showing 

my interest and t he action the Commission has taken 

mightn't put us all in better shape. ~nat do you 

thlnk about th3. t? 

Let me think about that. 

Eh. 

Le t me think -

All rirht. 

Let me think about t hat . 

All right. 
proper turn 
with i t . 

0 . K. 

I think it's- I think it's taki ng a 
and in view of all the facts connected 
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H. ll .Jr: 

D: 
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Well, thank you Yery, Yery .uoh. 

Not at all. 

Right. 
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H.M.Jr: 

Operator: 

H.U.Jr: 
secy . 
Ickes: 

H. I.I .Jr: 

I : 

H.M.Jr: 

I : 

H. :.! .J r: 

I : 

I : 

H. li .Jr: 

I: 

H.!.l .Jr: 

I: 

H.M.Jr: 

I : 

H.M.Jr: 

I: 

H.1l .Jr: 

Hello. 

Secretary Ickee. 

Hello. 

Hello. 

Henry talking . 

Hello, Henry. 

November 17, 1937. 
3:30 p. m. 

Go ahead. 
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Harold, we've had some infor mal talks with Ed Foley. 

Yes . 

About his coming over here. 

Yes, I know you have . 

And before I make any defini te propositi on I want 
to ask you if it would be agreeable to you. 

Yea. Yea, I told him that I thought it would gi ve 
him a chance, better chance t~~ t we could offer him 
here with Public Works dying. He's a very good man. 

You have- there's nothing in t he time he's worked 
for you but what i ·s satisfactory . 

Oh absolutel y not, he 's an awfull y well aware. 

And you mean everything' s been-

Housing would have him if 
taken him. 

But I mean there's nothing in h i s record but what's 

O. K. 

No, not a thing. 

Fine. 

Quite the contrary. 

Well, I had contact with him once l as t summer when I 
was doing that housing work. 
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I: 

H.t.t .Jr: 

I: 

H.Y.Jr: 

I : 

H.M.Jr: 

I: 

H .~ .Jr :· 

I: 

li .U.Jr: 

I : 

- 2-

Yea . 

And I found him- that's when I took a shine to him. 

Yea. 

And he 's w1111ng to come 1n Sundays, holidays and 
worlt all that -

Oh yes . Yes, he's willing to worlt. 

Well. 

And he has ab111ty and he has character. 

Well , 1t wouldn't - if that• ~ all right, we' ll make 
him a formal offer. 

All right, Henry. 

Thank you . 

Goodbye. 
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J.:arv1n 
Jones: 

H.M.Jr : 

J: 

H. l.I . Jr : 

J : 

ll .l.! .Jr: 

J: 

H.U.Jr: 

J : 

H.M.Jr: 

J : 

H.J.< . Jr: 

J : 

H.w.Jr: 

J : 

H.U.Jr: 

J : 

H.IJ .Jr: 

J : 

All r 1ght . 

l.larv1n Jones? 

Yes . 

They sat d you called me. 

November 17, 1937. 
4:16 p.m. 

Well I did call you , but I got 1n touch w1th Bell, 
and got the information. 

Oh! 

Oh! 
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And I - in fact it was Just a question about thi s­
what amount - these boys were a little bothered about 
how much we were going to have tor next year's farm 
program. 

I see , but I -

I don 't know whether they ' d be bound by i t anyway, but 
I wanted to be able to furnish them and I think he 
gave me about as definite as we can get. 

Well, I didn ' t- I was up on t h e Hi ll. 

Yes, but I the~~ you for calling, and -

Thank you Warvin. 

Tnat's all right. How are you getting alohg? 

Oh, pretty well. 

I- I don't see how you lived through it, but I've 
got a pretty bad job myself now. 

I ' ll say so. 

Yes, there's- these wolves are hungry. 

They ' re hungry . 

• 
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H.M.Jr: 

J: 

H.I.!.Jr: 

J: 
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(laughs) Well, we'll live t hrough it someway -

Well -

171 

They used to aay about England, we'll .uddl e through 
somehow. 

Well, we lived through the last t1ve yeara, I guess 
we oan go three more. 

I think eo . 

H.M.Jr: Ye s . 

J : 

H. M.Jr: 

Yea. Good luck boy. 

Thank you. 
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Ribbon copies of this meoo were 

sent to the following - letters of trans­
oittsl dated ll/18/.37 - signed by the 
Secretary : · 

The President 
The Secretary of St ate 
The Secretary of War -

Attention Col . Strong (0-2) 

t , 

---·· ..,. 

Regraded Unclassified



., 

TO 

TREASURY DEPARTMENT 
173 

INTU O,.,..ea COMMUNICATION 

Secretar~thau 

?.:r . Haa~ 

••" November 17, 1937 

SubJect : Current Unit ed States t rade ~ith J apan and China 

(Prel i mina r y dat a) 

an durin f irst two weeks or 

(1) Unit ed States exnorts t o Japan during firs t two 

weel:e or november were cnneiderl'bly lower than during t he 

f irst two weel'e of October or t his year . 

United Stat~s er.oorts to Janan 

First two weeks of 
November 1937 October 1937 

lst reek $1,1$0,000 
2nd week ~. S13, 000 

Total 2 weeks $5, 993, 000 

1, 727,000 
5,7~6 , 000 

~'7 . ~73.000 

l.!onth of 
november 19"36 

For whole 
month 

~'24,100 , 000 

( 2) United States imports from Japan during t he first 

two l'leeke or November were eo::te.,hn t lees than the lnroorte 

during t' te> first two weeks of October. 

Uni t ed Sta tes imnorts from J cnan 

First tro weeks of 
November 1931 October 1931 

let week $3 , 2~, 000 

2nd weak 3.6s4.ooo 

Total 2 weeks $6,g99, 000 

~'J, 32S, OOO 
3,9S4, ooo 

:117,312,000 

Note : Ribbm copy of this memo sent 
to Pr esident 11/18/37 
to Seoy. of ~tate 11/18/37 
t o Seoy. ot War 11/18/37 

!!ontb of 
November 19}6 

For whole 
month 

"15, 3~.000 
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Secretory llorgent hau - 2 

(3) United St ates export of ootton to Japan remains 
ne c:l1gible. 

November, 1937 : l et week 
2nd week 

0 97,000 
14Q , OOO 
$24~,000 

november, 1936: Whole month e:l4, 701,000 
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(4) There apparently has been a shift 1n t he composi ­
tion of our exports to Japan during t he first two weeks of 
l:ovt"mber, compared w1 th t h e first two weeks of October. 

(a) The following items show large increases 
1n our export s t o Japan, oo~Prlng the first 
two weeks of November wi t h the first two weeks 
of the preceding mont h. 

Petroleum products 
Copper 
Vehicles, pe~ts and 

accessories 
Industrial mach1nPry 
Hides ond skins 
Industrial chemicals 
li'erro-alloys 

li'irst two weeks of 
November 1937 October 1937 

$1, 694, 000 
]3S,OOO 

4Sl , OOO 
526,000 
311,000 
191,000 
331,000 

$1, 2S9, 000 
577, 000 

l't9,000 
265,000 
1go,ooo 

33.000 
lg9,000 

(b) The following items sho~ sharp decreases 
in our exports to J apan during t he first two 
•·eeks of November COi'1})1U'ed vi th our e:r.;JOrts 
during the first two weeks or October. 

Iron and steel semi­
manufactures 

Scrap iron and st eel 
Pig 1ron 

First two weeks ot 
tlovember 1937 October 1937 

$512,000 
44, 000 
25, 000 

$2,6)9, 000 
419, 000 
354, 000 
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Secr eta ry t!orgenthau - 3 

(5) The com9osition ot our i~orts trom Japan remai ns 
r.ithout siGnifi cant change. Raw silk i mnorts were $3,916,000 
durinG t he f irst two weeks of november, co!DJ)e.red with 
r,4,127,000 during the first two weeks of October , which is 
very s imilar to the $2,000 ,000 averaBe per week i mportation 
during t he whole of 1936. 

(6) or t he total of C5.993,000 of exyorts to Japan 
durin(l t he first two weeks ot november 1937, the following 
itePs ccoount for almost all : 

Petroleum products 
Copper 
Industrie~ cech1nery 

$1, 694,000 
7Jg,ooo 
526,000 
512,000 Iron end steel semi-menutactures 

Vehicles, parts and a ccessories 
Fer-ro- alloys 
Hides and skins 
Paper base stock 

cotton, unmanufactured 
Industrial chemicals 
Fert111zer 
Naval sto:-es, GUOS and rosine 

Coal tar products 
Scrap 1ron end steel 
Plg lead 
Wood, unmanufactured 
Other 

4sl,OOO 
331,000 
311, 000 
26o,ooo 

246,000 
191,000 
ug,ooo 
S4,ooo 
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Secret!U'Y Uorgenths.u - lj. 

(7) Of t he total of $6,899,000 of our i mnorts from 
Japan during the firs t t wo weeks of November, the follow­
ing items account t or almoRt all : 

~aw silk 
cotton manufactures 
Silk manufactures 
Tea 

Fieh 
Pyrethrum ~lorere 
Ch inaware and ~orcelain 
Rayon manufactUres 

Paper and manufactures 
Wool manufactures 
Per1ll.e. oil 
Food products 

Glass manufactures 
Earthenware 

t\3,916, 000 
Ji.ll , OOO 
227,000 
21Ji., 000 

183, 000 
l6Ji., OOO 
1 Ji.lj.' 000 
129,000 

lll,OOO 
100,000 

s6,ooo 
S3, 000 

78,000 

Uetal manufactures 
Flax, hemp and r Pmie manufactures 

71l., OOO 
64, 000 
62, 000 

\Vood and manufactures 
Chemicals 
Lily bulbs 
Other 

50, 000 
50,000 
36, 000 

~1~ , 000 
~6,9,000 
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Secret~y ~orgenthau - 5 

United Stntee trade with China durin~ first two wePke 

ot llovcrnber. 

(l) Unlted States exports to Chin~ end Uanchuria 

durin[ t he first two weeks of November were considerably 

less t 'tl'.n during t he thir d and f ourth wee!~ of October 

1937 (which is t he only available basis of oomner1eon 

of reekly f\gure s). T~e decr ease was particulerly severe 

for South China and Rong ~ong. 

United states exnorts to 

lst 2 weeks of 

North Chlna 
and >t,.,nohuria 

Nov. 1937 $ S5l+,ooo 
3rd e.nd 4t h 

weekeof Oct . 
1937 1,022,000 

She.ngbai, South 
China and ~ong Kong 

$ 770, 000 

2,575,000 

For whole of Chin," , !ltmohuria 
end Hono: Kong 

Whole month of November 1936 

Tot al 

t1, 621+,ooo 

3. 597, 000 

( 2) united Sta tes ic'Oorts fror.l China end •·anch=ia 

during the first two wee:ce of november werP somewhat lese 

t ·, ,n during t h e third end f ourth weeks o'! October 1937. 

1st 2 weeks 
Nov. 1~37 

3rd Plld t h 
weeks of 
Oot. 1937 

United Stntes 1:n>:Jorts f rom 

North China Shene;hai , South 
and !lenohurie. China and Hong Kong 

of 
$ 797,000 $1,1+9g,ooo 

1, 067,000 l, 6so, ooo 

For whole of Chine . :•~>.nchurie. 

e.nd Honrt Kong 

\'/hole month of November 1936 

Total 

~2 , 295 , 000 

2, 71+7,000 

t ll-,659,000 

II 
' ' 
I f I 

• I, 

i: 
I 
' 
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Secrottu'Y t:orgenthau - 6 

(3) Leading export items t o China 

(a) north China !'nd l'nnchuria, 1st 2 weeks o! tlov. 

Iron and steel s emi-manufactures 
Tobacco 
Petroleum pro~cts 
Vehicles, parte and r cceesories 
Other 

$467,000 
166,000 
114,000 

35,000 
72.000 

SS54,ooo 

(b) ~.ngbai, South China ports end F.ong Kong 

Iron and steel eem1- menu!pcturee 
Petroleum products 
Edible vegetable pr~cts 
Fish 

Vehicles, parte and accessories 
Hed1c1nnl products 
Other 

C375,000 
110,000 

74,000 
}6, 000 

33, 000 
23, 000 

119,000 
C770,ooo 

( 4) Leading imports fronl China during t he first two 
wl'eltpo :!.' november 1937-

(e) From Horth Ohinr and l~enohuria 

Bristles 
wool and canu!aotures 
Perilla oil 
LePther 
Other 

rnos,ooo 
271, 000 

63,000 
57,000 
~t,ooo 

f'7 7,600 

(b) From Shan&hai, Sout h China porte and Hong Kong 

$46},000 Tin 
Inedible veget able products 

(other t han wood oil) 
Raw silk 
Flr x, h~mp end ramie manufactures 
Wool pnd manufa ctures 

l9S,OOO 
155,000 
149,000 

S2, 000 

Wood oil 
Inedible animal products 
Edible vegetable products 
cotton manufpcturee 
Other 

]3,000 
70, 000 
64,000 
41, 000 

201.000 
$1,4§8, 000 

' I 
I 
~ 

j 
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Bgnaber 17, 1937 

I said to Bell and Taylor this mornill(, "' do not want 

to argue with you about the next f i nanCillJS . I am go ill( to 

tell you this 1n secr et. I know I am ~ right but I will 
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let you talk to me about it once more on llonday, Arter you 

have had a chance to think it over. Things may get Tery DllCh 

worse. It they do, I want the bill market empty or Treasnry 

paper so that I can use it as a last resort. Therefore, 1t 

conditions in the goTernment market stay the way they are now 

I want to sell 400 or 500 million dollars worth of notes on 

the 15th of December and give the February holdet:a of maturing 

notes the right to convert i .nto this issue. This will mean 

that we will borrow that much less money from billa and if 

we f ind that we have to use 400 or 500 million dollars for 

Relief this winter I can go to the bill market and get it . 

I am going to be prepared for the worst". 

* * * * * * * * * * * * 

l'lben I saw Bogate the other day be said to me, "What are 

you going to do about raising money i f things should get very 

much worse?" That helped to crystalize my thinking on the next 

financing . 

• 
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TREASURY DEPARTMENT 

•o The Secret&r)' 

,..OM L!r. Taylor. 

In your otnce tllh morning at 9:1~ there were present Senator 

Byrne a, !Luera. Magill, S.ll and Ta7lor, 

Senntor Syrnea first called a t tention to t he ota t emonta .. da bJ 

Senator llyrd on Non mber lOth regarlling the method or handling the relief 

expenlli tures throush R. F . C. account a and the contused and unreliable 

picture which this method bed ginn to the puouo. Attar aomo diecu88i on 

it ..,. agreed that Dan Bell would prepare a letter containing all the 

t actual information ae to wily the matter bed been handled in thia war 

and t be etr orta which had bean made b7 t he R. l" . c. and the Treasur,. to 

claritr t he situation; t hat this le tter would accompany a dratt or a 

bill which woulll proTilla t he necauary remedie.l legislat ion. The Traaour7 

agreed to beTa thh latter and the bill in Senator llyrnea• banda b7 Saturd&T 

so that be ooulll intro,uca the bill not later than t.•onllay ot nan weak. 

The diOCWiaion than t urned to t he q.ueatiOil Of procaeai ng taxaa, 

Senator B;Jl'naa referred to meetinga which bad been held in 193:1 dur1nc 

which the ettacts ot t he p rocaaaing taxaa bad bean exPlored, and atnted 

that be had coce to the i ndependent conclusion t hnt the procaoaing tax 

waa reall.y a sales tax and there wae no q.ueation but that not onl7 the 

amount or the original tax • • paaaed on to the publlo but that an 

addi tional percentage waa added at praotiaall.y •••rr atap, particularlr 

in the d1atr1hut1ng and or the hua1naaa and that the Ulp&ot on l ow grede 
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goode which utilized. moat cotton wae greater thaD on the bi eber 

qual1tr goode, and that troll pn~ct1cal.ly enry etandpOfnt be taU 

t hat tbia particular •tbod or tuation •• unc!eaireble . You thea 

s t ated the Treaeury point or Yiaw, namely, that teoo,ooo,ooo ahoul4 

be e.mple tor a crop control proerua in all ita ramtioatiou; that 

the sucoaeei n additions ot Section Z2 aoner plua the euas-ated new 

addition to procaasing tana •rely earn t o oontuae the picture 

and that, in your opinion, the teoo,ooo,ooo i tselt should. be e.mple . 

Dan Bell called attention to the tact that approxilllate~ $70, 000, 000 

which represented the normal running e xpenaee of the Department ot 

Agriculture should be included a nd. trom a practical standpoint added 

to the $!500, 000,000 tor crop control purpoeee . 

Tbe diacuaaion then turned to the pOaeibillty ot handling 

all appropriat ions tor the agriculture program ae a unit and that 

in tbh way it would be peasible to SID onr oaretull:r eTery it• in 

the proerua and el111l1nat e Wl!lecauary expondi turu and t hereby aT01d 

t he neceultr ot imposing aey new tax, procne1ng or otherw1aa . I 

sot the i liiPre .. ion that s enator Byrnu waa e ntbualaat1c about tbie 

auagaation and that be f elt the $500, 000, 000 plua tbe Section Z2 tunda 

plue the necessary adm1niatrat1 n expenses s hould be e.mpla . Re eta ted 

tha t be i n t ende d to aae Secretarr Wallace and gin bill bia rtewa. 

I The Secre~ary stated very emphatically to Sena~ 
By1•nes that he personally was opposed to any form of 

?rocesslng taxes and that,as far as he knew, members 

of the Treasury agree wlth hl m. 
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Preas reports 1Dd1cata that ,.ou bave bean cooaiderl..nc the prooeseiDg tax to 

~eet the "iricultura1 belletita. I aust a&7 that I do not lill:e the proceaai!la tax. It 

is nothiDg but a aa1ea tax, but inaotar as cotton is concerned, it operates just 

opposite to all other aa1es te.xaa . Other aa1ea taxes increase with the increased ftlue 

ot the article sold. Tbe proceaeina te.x on cotton wae highest on the cbaapeet goode. 

The reason is that aore raw cotton i a used in the II&Dutacture ot cheaper cotton 

goods goiDg into overalls aDd euch articles. Tba tiller the &ooda aDd the greater the 

nl.ue, the lese the ...,unt ot raw cotton and, coneequent17, the lese tax. In addition, 

( tbe cheaper or hearlar aoode, there h greater nate aDd the te.x ,.. larled upoo 

..ae tota1 aaount ot cotton, inoludin& the waste. !'urtheraore, the pr6rloue tax wee 

pyraaided. 

It consideration 1a siven to this tax, I sulait we should cmeider le"71Dc it 

upon the ftlue or the soode wll., invoiced by the unutaoturer, Tb.ie would be IJiapl' in 

adminletraUon, and would avoid the constant dlaputaa arlain& under the old law. It 

would be in accord with the view that taxes should be paid in accordance witb capecit7 

to P*7• 

In an:r evant, it it 1e levied, there abould be c .. penaation taxes levied upoo 

e001peUt1ve tabri ce. 'Ia should not, by leT71.nc a proceael..nc te.x, increase the prlce ot 

cotton sooda eo as to force such soods in ca.petition with ra,.on and a1.llt. I f we do, 

we rlll leeeao the uount ot cotton used and so increase the uount ot benetita or 

subsidies to be paid the far~~era that we will nullit7 the rennue produced. 

I know ot two cotton ailla located within thirt7 allea ot 87 ba.e that bava 

within the laet :rear been oonverted into ra,.on allle , This furnishes a .. e erld.,ce of 

the oa.patition, 

I will appreciate it it ,.ou rlll call thia Mtter to the attent1cm ot tbe 

departa.,t ottioia1a ,.ou bave conaiderin& this particular quaatiOD. I doubt the rledoa 

ot attaaptinc to -ct rev111ue leablation as a pert of the tara bUl. However, it 

it ie to be done, we abould conaider thh utter oaretull7 aDd eadeavor to avoid the 

object101l8 of the old l a , 

\..c says they hnd a 
conference. 11/19/37 

mns 

JJ'B ceo 

Ver,- trul7 ,.ova, 
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I~ qwow JO'l u tawr1Dc a ra--•1Dc \a 1q101t ooUoa u4 Wat 

to prnido ~ n; • -aaa«r7 to~ acri CNl'--1 'Milettw. • 

~ - t 
!be prMOIIiDc \a 1a a MlOI \a to 'be lniM 'apell oottoJl &114 wllea~ Sa 

ardor to aecrcre ~ to ~ t&na'l -.ac..s an ~ u ~ prodlloUOR ot oo"-a Ul4 

mae~ bolt ot tobuoo, rtoo, ADd ether oo...uu... no -q rooeind lilT~ 

t&na'l u ~u W'al4 aot 'be~ HlalT u ~ pvobalo ot oottoa &114 whoa~ 

procl'aow. fila~.,_,. nlll4 'be ~~Pta~ tor uto.brll .. u nll u tor tl0111' ADd olo\boa. 

It other 1lld1aa\riea are to llluti\ lilT tu 1aoreoHd. p~~rcbai1Dc PI"Z' ot tho tu.n, 

I blow ot ao rea.- 1110' oot-. ADd w!IMt lboul4 'be \aM u order to pro't'i.do 'beDati\1 

~ other 1Ddllltr1... AI ell ialbalviea will "-tU, ell llllaul4 'bear tho 'bar4• ot 

J'd.aiDc \laO J'O 0 *• 

1IMa ~ proooaa1Dc \a 1a lni..S ~ oottoa, it -t illoreuo tho prioo 

ot oottee pota. •• JO'l , ,. •- tho prioo otr oottoa pod.l, 70il baa• OOilallllp\1oa. 

1lheD JO'a baa• ~-. J01l baaa 4...a tft' row oottee Ul4 4opr••• ~ pr1oo 

otr oottoa. n. _.. 10• 4eprwa ~ prtoo ot raw oottoa, tho IIJ'OOWr nbaiq 7W 

will ha't'O to pq to the t-, Ul4 tho illorou..S nbaiq will ottan tho r-

JW rd.ao • 

... ,.,. - ... , Ul4 ootwa, J01l \a 'llrea4 &114 ........ rot \a 

-•aa1Uaa ADd JO'l 1q tho '- 'bar401l ~a ~ peor 1utoe4 ot 'IIPOil thoiO bon able 

to bear tho 'Ilia ••• are oatt. Ji; uoC ill ~ -raotare ot - or obNplr Utll 

thlla 1a u..s Sa tM .uattacrQ!n otr till• or la1lll pr1oo4 oloth. n. tiller tlloo pota, 

,..lou oattee wo4 All4, -·~• tho 1 ... \a pa14. m et~aor M1• '--

aro lni..S ill pnpertioa to tho ooat ot the arUole aol 4. n. JII'M .. •1Dc \a 

ro't'Oraea Ua1a pr111111plo ud lni-. tho ll•"filll' '- wpaa tho olloooplll' oo...uu... 

I'M JR"MM•1Dc tu _. lnio4 •pea oo"- u 1\ oa\ei..S ~ lllll. Jla \M 

-.raotv. et ..... til•• 1a a Olll'to1a Jill"__,. ot -w. '1M ,.... ... illc '- _. 

pa14 tpea tho\ ..W atoll aenr .noro4 illto \M -.rao\wod ...... ftoOil \M 

antaokna ~ po4l to tM ..Uillc qea\ tor Mle, 11oo :l.llol1ld..S u \lloo aala 

prioe the \a wpaa tho eotta ~ uto the olet.ll aol4, wt -u an hale,. tllot 
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(C(()[py 
tex on t.b• ... w, whll • • •• 1• .. to t.be ..... raablrer. 

Tile .. ulDc .. --' MM4 llla ..Ulr-c - lul.oft "JJI:I \be ·••h• .r 
t.b~ ,ooda, wll1cb 1Aaluded \be \ex paid to \be OdWd ! \ewe ~\o 

l b o;~~~~~ltaloa wu eddad to \be ooat of t.be po~~. !be \ex ne ,....,... 

I.A '"~7 t r uNoUoo la\11 1\ ,....cbed t.be oon-r. 

08wloe u 1 'Mll..,• \lie prooeul.nc \ex to be , it lt h to be le'l'l8d, 

1\ ebould be 1 .. 1e~ •• all oth1 r •~let \axae are , at the tlae tile aooda 

an aeld 117 t.be ...r .. wrer, ud aeuld be IMiud 1lpOft \ba ftbe or \be 

arUola Mld. Cerlala17 it • proceaalftC \a) la le'l'ied upoe co\\e8 cooJa, 

• tax abovld abe 'M le'l'i8d upoa auob -pa\lU<N f1bera • • rt.,.a • lid alUI. 

tr 1\ h 110\ d011e, \bo eo\1.011 ta ... er aa " ll aa \Ita 00\\oc> auufa otuNJ' 

'l'lll be euleual7 1AJV.S. 

1 belieft t.b• t ede~uaw 1'\mde for •rr1culturel bonafl\t • ., be 

aocured 'l'i\boll\ l"J1CIC ~dlt1onal \a>.a a , Ir, bo-t, \bla alloul d be 

fOUIId lapou1"le 1 .Ul r ... .,. rdtlDc adcll\lonel ,...,._ 1A ordar to 

balallo• \lie budaet, I aubel t, howa<Nr, \11&\ ... ab..WS protH b7 out 

axparlna• d th \be proaeul.nc \ax u l t opar.w~ a fa• ,..,., •co ud 

aot roeaaot a \ax Wb1eb 110\ oal.7 n a dltf1oul\ to adela \a tor, blOt uatalr 

I.A t.be llurdona 1\ plaaad apoe tile \axpaJet. 
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I.S.!CJU.NDU'..! Or TfiB DAY' S AC'l'IVITIES 

No..-ember 17, 1937 

To: Secretary l«argenthau 

Frcm: Ur. J.laaill 

1. Ways and Ueana SUbcO!:IOiittee. 

The C<m11tteo rtrtually concluded its consideration or 

the tax nn capital gains this mornins. The method adopted , as it 

will a ppear in tile law, ..,7 seem complicated but 1n se...,ral reapocta 

it is a n improvement over the ex1at1ns plan, The l!ISiu raatures ara 

t he tolloW1n3: 

(1) Net lOAses trom sales or property , in exoeu 

or gains tor the particular tan~ble ,.ar, e.re 

e.lloorabla as o. deduction e.getns t capital 1!$1ns 

or the next year rollowine. For this purpose , 

bo•oner, speculati'N losa.s on propert:y held 

less then a year are aeparftted trom losses on 

property held more the.n a year; the tol'lll8r 

class or losses may be deducted e.ge1nst the 

spooulat1'N gains ot tha tollowina year and tb~ 

latter against ga ins rrom the l onger te= tre.ns­

e.otions. 

(2) The present porcentegaa ua.d 1n oalculattne tha 

amount or gains e.nd losses Olbich are to be 

taxed or deducted bee been ill!proftd , with a re­

sultiD8 nat gain in revenue , 

(3) The Cornittea adopted a aeries or optional 

-ximum mtes ot taxes on co.p i tal gains 11!11ob 

deoruae accordina to t he Dlllllher or years the 

property sol d ho.a been held, Thus , it the pro­

perty sold baa been held t1..-e years or IIIOI'e t he 

taxpayer ..,:y, at his option, be taxed on the 

gain" at a rate or not to exceed 16 percent . It 

the propert:y sold has been held onl:y two years 

tha ~~JUCI.muln rate or tu is o.pproxU.tel:r 30 
peroent . Taxpayers with .-Her inconoes receift 

lollllr 'l'ftteS or tax e.pprorlnmtely tha - .. at 

preeent. 

The C""""ittea e xpoot a to taka up the no!'ll&l tax on corporations 

tCIIDO'I'l'OW with a Tiew to detel"DDining how IIUOh additional r&ftnue oa.n 

be raised by increases or t hese rates, with • rtew to belanctna pro­

poNd raductiona 1n th& re'Nnue tro,. tba undistributed protita t ax. 
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AJt a -\ter of tact it a aerie• ot sndllllted rate• 1'&11&111& trca 
l:!i peront to 19 paront •"' adopted $300 alllloe of a441\l-l 
"'~"ue would be ral .. 4. Th1a le appronatelr tbe total lo .. 
ot re...,_ *ioh would be oocaalOIIH b)' tbe repaal ot the UD4la­
trlbuted protlte ax; alld 1t la abo approx1Mtal1 tbe wtel 
-ount ot l'tlftllU. - receiftd trca c~Uou Oil acoo~mt ot 
the capital etoolt ax and tha \llldietriiid protite ax. 

Attached hereto 1s an outline ot lfertheiJII' a propo:~ol 
an4 a supporting JMIII01'an41D ill two parte. Kr, WertheiJII auggeeta4 
that it rou could not read botb ot tbe eupporti.ng 1111111110ra1lda. 1 t 
would be bet tar to read ,.rt two, I will haft Kr, Worthe 111' a 
plan studied br Kr. Sboup. 

• •• 
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TREASURY DEPARTMENT 187 
INTD omc• COMMUNICATION 

TO SecNitary llorgenthau 

,.,_ He...n Oliphant 

The uae of the 30% ot Cuatoaa' receipts appropriated tor qri­
cultural purpoae:s ia subJect , in effect, to the follorill!! u.itationar 

I. They are to be used by the Secretary of Agriculture or by 
the Federal Surplus Co~odities Corporation. 

II. 'l'bey M.Y be used only for: 

A. Eneourq1ng export of agricultural co!llli1odit1ea by 

( l) Paying bene!' its in connection wi til exoorta-
t.J.on; · 

( 2) Paying inde=i ties tor losses on exporta­
tion; or 

(3) P¢ni producers in connection with d0<18stie 
consumption; 

B. Encour¢re; do .. stic cooau:.ption bl diversion t'r001 
J:!.orlllal channels of tr8dL!ii -

(l) P~ents of benef its; 
(2) P~ents of indellllities; 
(J) Other means, including 

(a) Purchasing agricultural co:moditiaa and 
donating them tor relief purposes , and 

(b) Tbro"'l:h Surplus Co:aoditiea Corperatioo, 
Rb&~, axehiiisls , procesBi.n~ . dj•­
_!:n~ ~s.!~ ~~. _stor­
~ £ handling agricul~~ caocoditi~J 

C. Reaatabllahills tbe fa...,.rs' purcbasing power by pay­
ments in connection with normal production tor domes­
tie consumption. 

~~~~~~~~;~~~d!o~na~ti~o~n~, etc., II8J' be aade without 
other provaians of existing lAY Nlatl'icting expellditure of !l'lblic 1'\mda, 

Apparently the best poHibllity or Justifying expenditu...a tor 
strictl:r .. rcbandiaing p'lrposes would bo under U(B) (J)(b) above, by baY­

ing the Federal Surplus Co..,oditiaa Corporati on expend f'unda for "diatribu­
tir~g". PrasUMbly the Secretary ot Agriculture would have to be convinced 
that such expenditures would result in the divereion of agri oultural 
products f 'ra. •the normal channals of trade and co,...ree• . K1s favorable 
decision on that point, however, would be •tinal". 
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R!:. COTTO N CO!ISU'_lPTI ON November 18, 19J7 
11: 0:> a . m. 

Present : 

Taylor : 

a .• . Jr : 

Taylor: 

H. <.l . Jr: 

Stevens : 

'.l«ylor : 

Stevens : 

.lr . 
Dr . 
Ur . 
l.!r . 
Mr. 
Dr . 
Dr . 
Mr . 
Ur . 

' Taylor 
Feis' 
Robert Stevens' 
Patt on )State) ' 
Daggett 
Lubin' 
Myers· 
Callo .vay• 
Haas· 

1 think that tbe best way to proceed in this is to 
have ~. Stevens rbad off his list of suggestions . 

All right. 

hnd t hen et various points, why, different people 
wi l l comment . For example, on Number T1o , w~, I 
think Mr . Calloway should tell the story on that 
particular end of it, because be is very familiar 
With it . And then Dr . Myers has a one-page, or 
about a one and a half page memorandum commenting 
on various possibilities, which he can r ead at whut ­
ever time you want i t done . 

I ' ve go t pl enty of time . 

Shall I take One, and then Two, right doYm the line? 

I ' d go right down the l ine. I ' d read them all the 
way down !'irst, and t ilen take them up one at a time . 

All right . 

:.lr . Secretary, in answer ~o your original question 
of the other day as to what could be done lfith 
respect t o increasing the use of cot ton, in the short 
time that we have had we have put a lot of thought on 
that, contacted our associ ates in the industry, and 
come here with a list of suggestions which we claim 
no originality about , but which represent the best 
thought we have been able to put on it in this space 
of time . You have that in front of you. 

And we warm up with one sccord to the suggestion or 
an adverti&ing campuign looking toRards the increas 
use of cotton, und have no doubt that over a period 
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of time that would be a wonderful thing in helping 

the cotton f armer and helping the industry and 

increasing the use of cotton. r hope that that can 

be worked out and be done, and we a re ready to do 
anything that we ca n along the lines of submitting 

suggestions with r espect to how that should be done . 

The second point is the matter of jute, which we 
brought up nere the other· day, and which we have 

cone a good deal of work on since iuesday in trying 

to bring simple memorandums here for you, a s well 

as lu:.ving IJr . Callo.vay here, whom we consider the 

exp~{~~~~t~; t field from the point of vie~ of 
poss · of increased c onsumption of cotton by 

s ubsti tuti on for jute . 

Of course, when we come to this t hird point, I am 

only putting thl't down us a l ayman, and I realize 

the wor k tha t ' s been done by the Administration and 

the various Departments , and I only mention tha t if 

t he - in the handling of reciprocal trade agreement 

negotiations, t hat I assume that we will keep in mind 

t he grea t surplus of cotton that we have. And I have 

also mentioned cotton goods in that point, not so much 

because I believe tha t i t would be possible for us 

t o export cotton goods even under a reciprocal trade 

agr eement, but beca use I feel t hat we may be able to 

prevent too r apid an influx of cotton goods by reason 

of a reciprocal trade agreement , wnich of course would 

nave an aJverse effect on t he consumption of cotton. 

On t he four th point, it is the belief of t his industry 

tha t there i s a place for an immense ~uantity of cheap 

cotton goods in Russia . I have no doubt that's been 

explor ed fully by the Adminis tration . Possi bly there 

isn't anyt h ing could be done about it . But KO believe 

that there is room for a bi lli on yar ds of cheap cotton 

goods in Russia , which would be t he equivalent of a 

million bales, rougnly, of cotton. And the only t hing 

I know about how a thing l:lke tha t would be fina nced 

is that I do Kfiow that machine tool builders are sel~­

ing very large quantities of mGchine tools to Russia 

and they are being pai d ca sh in New York on r eceipt 

of t he shipping documents . llow, ho•1 tbat is done or 

whether the same t hing could be applied to cotton 
goods, I don ' t know . But there i s a f i eld tnere for 

the use of s ome cotton, 1f t here was s ome way of 

•'orki ng 1t out . 
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l1e thin.< tlus t 11'1 tbln the limits of the budget 
an early working out of governmental re~uirements 
on cotton goods would be extremely helpful . And 

190 

in thet connect i on 1 1d like to say, ~r . Secretary, 

tha t 1 think what has been done by this Admillistra­

tion in distributing cotton goods throughout thi s 
count ry 1n the way tney have has permanently done 

the cotton former and the cotton industry a lot of 

good, because it hLs educated a greot many people 

to the use of cotton goods tha t didn ' t use them 

before . I am thinking particularly of sheets; a 
great quantity of sheets and pillow cases that have 

been distributed have gone into homes where in many 

cases tnere never were any sheets or pillow cases 
before, and tha t has t ended to buil d up a more 
permanent demund f or an i t em like sheets that ne 
might not have gotten in any other way . 

We believe a hundred percent in the program of 
the Department of Agriculture looking towards the 

development of the road-building cotton fabric use 
and also 1n the housing program and the other 
efforts that they are making over there; and I think 

that in tha t road-building program ther e i s a fiel d 
for a substantial quantity of cotton, particularly 

in view of the fact that that ls such he.avy material 

that it rw1s into quantities of cotton pretty rapidly . 

On tne seventh point , I think that cotton farm 
organizations , cotton distributing organizoti ons, 

and ot.hers should be able to stimulate the research 
on cotton and cotton products. If there was a ny 

woy in which they could have assistance in doing it, 

I know where there ere people willing to go to work 
on t hat , and wor d ha rd and intelligently, and I think 

sometninb coul~ be done along that line . That ' s a 
long-range matter and probably doesn' t fit into wha t 

you ha ve in mind a t the moment. 

•hen we were discussing outside an eignth point whi ch 

is not on this list - shoul~ be - and that is wi th 

respect to possibly carrying stocks of our American 

cotton a t foreign points in order to facilitate 
deliveries , and possibly with some assistance in 
financing we may be able to build up cotton exports . 

lhat ' s o big broad subJect that I ' m not equipped to 
talk about, but I do want to include lt on this list. 
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And this i s a s ummar y , Wr . Secre t ar y, of our effor t 
t o try to cont ribute somet hing t o the question tha t 
you r aised her e on Tuesday mor ning . We thought r:e 1 d 
conti nue t o wor k on i t . 

Well, I t hink I can tell by the feel ver y well - now 
I •d like t o ~sk some 4uest i ons , if I may . Let's take 
the most dif ficult one first and - a t l east, I t hink 
it i s , bec&use I don't know just how the State 
Department reels Lbout i t . Let ' s take t his question 
of jute . I should think tbat would be about as diff i­
cult a one .. - is that all r ight with you, 'Nayne, 
to take t hat up first? 

Fine . 

I mean it ' s the most difficult . 

It 1 s t oe most Jifficu l t one and the one with the most 
immediate vossibiliti es, one way or the other. 

Do you want to s t oto t he case for jute, ;;nd then 
1ve could maybe he&r Dr . Feis . 

We jus t t alked about this subject a li t tle while, 
:&r. Secretar y . 

You' re not ~uitc ready? 

I hate to repeat to the gentlemen here that have 
just t;;~ed &bout it, but I thin~ the subject has 
the possibilities where even repe t i tion might not 
be out of' order . 

I ' ll have to repeut some . 

I ' m s ure they won ' t mind . They ' ve got nice comfortable 
chairs . 

I f irst became interested in jute four or five years 
ago , when t he American Cot ton Manufacturers Associ ation 
picked as its ob jective the increased use of cot ton, 
a nd we came t o t he conclusi on tha t , i nstead of goi ng 
over a wi de field , we .vould def i nitely tie thu t year ' s 
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work pretty well to one thing, noping to beat one 
iron i nstead of war=ing up many ; £nd I spent about 
half of ~ time as President of the Associati on that 
yebr on this subject. 

Every time that we thought we accomplished somet hing 
t o increase t he use of cotton, jute would come along 
and toke our outlet away. So I wasn ' t born with a 
complex of Jute; I a~quired it through my i nterest 
in increasing the use of cotton. 

I tn!nk, conserv~tively s peaking , that if Jute wer e 
kept out of the Un!tea Stat es next year , it would 
increase American consumption (of cotton) a mill ion 
bales. 

Tnat• s what Stevens said. 

Now, this mi llion bales would no t be for one year; 
in nve years it would be five million bales . I t 
isn1 t a temporary thing, even though it 1S immense 
for the fi r s t year; it i s continuous . 

Now, I may be <~rong, but I believe tha t the Sout h 
has maintained i ts exporta.t ion of' cotton through 
selling i ts natural resources. The top five or six 
inches of soil has been exported. I might put it that 
cotton t ekes the numus out of the ground and puts little 
in. hnd we have cut do•~ our forests :.nd used tha t 
fertility in or der to compet e , and we have competed 
a t the expense of the personnel involved . And we 
won ' t have t ha t natural resource much l onger and I 
think we ' re going to l ose our dominati on of world 
cotton no ma tter what ne do . I do not think that 
we con « ny l onger continue to export a materia l port 
of our cotton, any mo1•e than we can export 11 material 
part of our cotton goods , whi ch we can' t do . So I 
om p& r ticulerly Keen on the addi t i onal consumption of 
cotton in the United Sta tes as a te~por6ry Lnd a 
future me6sure . 

Well non 1 cay I inter rupt a minute in order to s ave 
a little bit of time? Jus t wont to a sk - I got this 
s t ory obout Jute a l ittle bit the l as t time we met , 
see, ond I jus t ~anted to ask Dr . Feis, i s this thing, 
i n view of wha t you people a r e doing over there - is 
it possible, I mean- am I talking - just wasting 
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my time to consider Jute? I mean are we wasting 
our time? 

I didn ' t knOI'I t his was up for consi ders t1on until 
this morning . I knew the general sub j ect was up, 
but I didn't know this particular proposal was up . 
/,nd I d on' t think I ought to give an offhand reply, 
Cllrtainly not a completely nega t ive offhand reply. 
We ' d have to take it all up and down, both as an 
idea in itself, a port from any immediate negoti ating 
situation i n ·•nich we are interested - even &s an 
idea in itself, all I know i s that i t ' s been submitted 
to consideration numerous times and still jute was 
permitted b~ Congress t o compete in this country •. 
r;ow, I have a hur.ch thot tna t is not entirely owing 
to the f ac t the t the cotton manufacturers were 
looking out of t he windoN . I have a nunch tha t there 
a re many elements in it, and r a ther complicated, both 
a s r egards tne domestic use situa tion and as r egards 
its rela tionship to our outside markets . So I think 
we ought to be given a cha nce to make o fresh and 
new examinoti on of it, which we would do as rapi dly 
as we could . 

In addition to thot , as Mr . Taylor, or '.'layne, told 
~r . Calloway , this isn' t tho best time in tho world 
for this - st&ting it with much truth, this is no 
good place t o have a boil, and I admit tha t. 

:leU, fro:ll wha t s t andpoint isn't 1t a good time? 

·•ell , •:e are engo6ed in t ryiog to see if we can reoch, 
even in the r oughest genera l way, a n outline of the 
t erms on ~nicn lfe end the United Kingdom might consider 
announcine toe beginning of trade agreement negoti o­
tions, and tho t in its further development may involve 
considerbbly more . Now, .1hetber right a t that time 
action which of course would have direct deranging 
eff ects on an i mportant part of the British Empire -
pr obably affect the whole life and organization of 
thousanas of f arms in India; with Japan upsetting 
the Far E.ast a nyway, 1t wouldn't be greeted 11i th 
acclaim in London. Thli t is will. t makes it a par­
ticularly baa time . 

nell , maybe it also i s u particularly good time . 

I n what way? 
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I mean if - 1f we - if it shoulo. be thought that 
you c;.n increr.se the consumption of cot ton in this 
country by a 1Dlll1on bal es , it mi ght ben pllrt i culnrly 
f &vor >.ble time to look a t i t before we commit ourselves 
to any t r ude agreement with Grea t Britnin. I mean i t ' s 
jus t a question of what our ob jectives are - domes tic 
m&rket or tho foreign market . 

;;en, t be.t would bring up for consi c erat ion tho l.jUBS­

tlon of Rhether any prospective gain in the lntern~l 
use of cotton cs ~ result of shutt ing out Jute vould 
be in any na~ ~ certnln or desirable enough compensa­
tion to warrant us breaking off a negoti&t i on that ' s 
go~e very f ar, t h6 t' s going to be ~ore or l ess the 
?ivot of relationsnips bet•een tn~ two countries, 
and, further more , a negotiation in ~hich there has 
been no more central ?urpose then the protection of 
the A:nerican cotton export market . If we • ••. 

\':en, if . . . . 

Another sentence . 

But look Nhe t 1s happened to your market . 1 11 1 wait; 
then I want to r ead you some f i gures . 

'.'/ell , if .. e do - my guess i s - abr uptly u t th i s s t uge 
take ection that grLvely oisturbs British India - now, 
r •c not committing mysLlf to the statement thnt it 
;,oula; tlu. t is one of the things I'd want to look 
into - if it should, Lnd i f ns ~ result negotic tions 
:1ere ei tber too ,;revel:. disturbed or interrupted , you 
•.tould 10lmost lnevi tr;bly get ~ movement on to giv~: a id 
to Bri t lsn Inoi6 by further diverting British cotton 
purcnEses to IndlL , and maybe to egypt . You •o get 
into t nat type of situati on probEbly . 

''ell, let me just - msy I inter rupt you a minute 
olease . I haven ' t nad l chance to look IJt these, 
but t his is whnt •s ht.ppened in tbe principal countries 
importing cotton . I u~ked them to pr epare t he figur es 
for me . 

Fr om 13:< to 1;6 , Germany - in 1 3:2, Germ~ony took 79 
percent of its cotton from the United St~tes ; in 1 )6, 
lt took 30 . british Indic 11ent from 6 percent in 1 )2 
up to 12; Egypt f r om 9 up to 12 . No1~ , t ha t ' s the 
Gero&n. 
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Czechoslova,( i &. I n ' .)2 -,:e s upplied t hem J 4 percent ; 
lus t year, 26 . Brit i sh I ndia «ent from 5 t o 14; 
Lgy pt, f r om 12 t o 16 . 

Italy . I n ' J2 we supplied them 77 per cent; las t 
ye&r , we s u ppl ied them 72 . Ind i a •.vent from 1:! to 7. 
lgy pt, from 12 to 14. 

Ja;.'un . In ' .)2 <~e sup, Uea t hem 71 per ce nt of their 
cot t on; l;,st year , J9 . Indh 11en t. f r om 22 t o 44; 
Lgypt j ust ~tood s till - J per cent . 

PoltnJ . In 1 J:C 'JtC s upplied theo 88, 1£st year 67 . 
......,.,._ - I nd i a went from ) to 12; r.gy pt, from 8 t o 11 . 

Chine . In ' JJ we suppl ied thee 8) percent of t heir 
cott on; last yetr , 2) . British I nd i E ~ent from 12 
to 51 p .. r cent; .c.gypt, f r om :C to 15 . 

Canaaa . I n ' 32 w;, sup,,liecl them 97 perce nt , l&St 
year 97 pt:t•cent . .O.Ily pt. went f r om J clown t o :< . 

Russi~< . In •;;: w11 didn't supply them a ny ; i n 1)6, 
:<.6 per cent of thei r cotton came f r om the United 
St a t e s . In ' )2 t hey go t 85 percent f r om I r a n; in 
1 J6, 57 per cent . Tha t ' s e gain f or us . 

Austria . I n 1 )2 , U. S. supplied t hem 80 pe r cent; 
lest year , 59 . British Inoia , from 6 t o 1) ; Egyp t , 
f r om ~ up ~o 16 . 

tletherhnds . U. S . , f ro.ll 77 dolfn to J 5 . Br iti sh 
InJia , from lJ up to 18 . Pr &ctically di dn ' t buy a ny 
fro:n t.gypt . 

belgi~. ' 32, ~e suppli&d them 52 per cent; 
yeer , 29 . t>ri 1.1sn I ndia , from 19 Ul> to JJ . 
~r~cticHlly stoou still . 

Spain is out . 

las~ 
Lgypt 

United Ki ngdom. ! n 1 )2, U. S . 58 percent; last 
ye&r , 40 . bri t i sh I ndi b , f r om 5 t o 15 . Egypt , f r om 
19 do·::n to ltl . 

So wh&teve r we lost, general l y speaking, lltis been 
pic.<ed up by Br iti sh I ndia &nd Egyp t . ..e ll, her e , 
Br~>.:t.il ::ent f r om zer o up to 10 . 
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Brazil and China ar e the places where cultivation 
has increased most r apidly . 

That's the picture. 

Mr . Secretary , I'd l ike to make an observation . 

That ' s wha t' s happened to the world market. 

I just say that those figures cover a period during 
which or most of the time during which we were dealing 
with the other countries behind e t&ritr wall so high 
that the business of finding the fund s to buy froiD 
t his country was for ma ny other countries a serious 
business; secondly , b period during which the price 
at which we were offeri ng cotton to the res t of the 
world W~<S high in i tself, and the rel£tive spread in 
its price compbred with other foreign gr owths was 
exceptionally high . 

Also, what did our exports do, double? - total volume 
of exports? 

I n which period? 

' 32 to ' J6 . Total expor t s of t he country. 

Fell v ery sharply, obout 7 milli on in ••• 

No, total exports , our exports from out of the United 
St ates to the world . 

On everything . 

Yes, doubled , r ougnly. 

I say , r oughly doubled. 

That ' s right. If I may jus t say •••• 

Roughly, I meon. 

In money t erms - those figures , unless I am mistaken, 
are volume terms. 

Bales. 
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And you are co~paring it with a rise in total expor ts . 
Those a re bale terms, and your remark about doubling 
of 

I s dollars . 

Is dollars, and tha t codifies it somewhat . 

I 1m jus t bringing it in. 

Oh yes . 

1'/he t I nm trying to do is quie tly, with no publicity, 
f or the President, Jus t to look into the question of 
one thing, cotton, tha t ' s all . 

Yes, I see . 

Just one t ning . 

Pr ices has been the most l mportar.t f actor in that . 

What? 

Prices. 

I think price bad very little to do with it . 

r7nbt •s tilat? 

I don 't t hink price bus been very impor t ant . Just 
an observation: If we a r e l iving 15 years from now, 
I think we ' ll see an import duty on cotton coming to 
the Uni t ed States i n 15 year s , and it will be neces­
sary to keep out foreign cotton . I think that our 
market for cotton is i n America . I don1 t believe that 
.~>merica - I think no matter what we do tha t America is 
going to lose its supremacy of cotton in the world . 
I don't think we can compete in the next twenty yeErs 
any more t han I c ould compete 1n maki ng textiles wi th 
the rest of the wor ld within the next twenty years. 
I think we must develop our home market. I think we 
could dispose of a million b&les in the plEce of j ute, 
and that is the best ma rket that we could possibly 
find. 

Incidentally, and in addition to the consumption of 
cotton, I think if jute were exclueed we would run 
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a l l the cott on mills in the United States full 
next year, which would be an advant age to other s 
as well as the cotton textile industry . 

Just say that again. 

I think if jute were excluded for the next twelve 
months, we would run ull t he mills full for the next 
twelve months. 

olouldn ' t gu&r antee i t, would you? 

No, sir, but I would buy cot ton mill s tock if I tuld 
aQY money . I don ' t meun t hat ' s a point, but I mean 
I would be gl ad t o - for the st~tement t o be broadcas t 
a t that period of time, and let my judgment stand or 
fall . I couldn 't guer Lntee it, of course . 

Wha t percentage do you persona lly do of the cotton 
business , your mills? 

I spin 140, 0.)0 bales a year, a nd America will spin 
about 7, 000, 000 . 

Well, that ' s a lfrge piece . 

I k:no1·: this . I buy a mill ion yards of jute a year 
to wrap up ey own cotton goods with, when my l ooms 
are idle . Now, t hat seems foolish, but we are i n a 
competitive business and if jute is cheaper I must 
use it . .fe are in a competitive busi ness in t his 
countr y . uhen cotton Wf. S six cent s a pound, and 
prior t o the increase in our l a bor costs, I mLde for 
over a year every yard tha t we used ~o wrap up goods 
Nith - my o1~n oanufacturlng - but since that time my 
l a·oor costs hove gone up around 80 per cent. Now, 
I think tbut labor cost going up i s fine . And Bob 
will bear me out t ba t 1 1 ve always believed in a 
higher price for labor in our mills. 

·That 's correct . 

I think our l o•.rering of hours is fine, ~; nd I have 
maintaineo that attitude . But we can't compe te wi t h 
jute . !low, if my hours 11 re lowered, all of us ar e ; 
i t doesn ' t matter. But India ' s hours a r e not lower ed . 
I ~ish they were, for the sake of t hose people. But 
we are dealing with facts , and •.1lile then Ne mede a 
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struggle, and a great many of us did, to substitute 
cotton for jute, end we •re having a fa ir success -
but we can' t ask the farmer to t ake six cent s a 
pound in order that we may compete with t his jute , 
nor can we a sk my l~bor to go back and work longer 
hours i n order that I may make my own cotton goods 
instead of buying jute . 

Now, the farmer has a lways wanted a low tariff - the 
cotton f armer - end nLturally he does, and he is 
selling in i< world market and buying his goods here . 
de has never had any of the benefits of the tariff, 
end has always had such increase of costs as t a riff 
may bring . There i s a t ariff on long stapled cotton, 
but long stapled cott on is c very small por t of the 
growth of t his country. Now, lf he could have a 
benefit from the tariff by stopping his competitions 
as well as the bad parts of tariff, tha t seems a 
simple way to do . I don ' t Anow of any benefit that 
he gets from it; y~t he is expected to sell his product 
in the world market and he has no protection against 
his market , generally speaking , in t his country. That 
seems to me the normal thing to do, and this thing we 
ar e doing is the unusual, not the normal . 

And not only that . The new uses for cotton I know 
of, ~fter being worked up - in many, many cases jute 
nas come 1n ~nd taken t he market after it' s worked 
up. .Yell , tna t not only spoils that market but spoils 
.lnitiative to a large extent in working up new markets , 
because jute will come in and t ake them away . 

I tnink labor costs &re more likely to go up than 
dol'lll, and I think tha t 1 s ull right . I think protection 
is more im~ortant than it used to be . And I think 
this is the most opportune t.lme t o ~ut a quota on 
jute. I say a quota instead of a tariff because, 
in the first place , the quota could originate in the 
Senate, wher eas the tariff would hDve to origina t e 
i n the House, if it were done on Capitol Hill. 
I think we ' d have a low price of cotton, we ' d have 
a great surplus, we ' d have a great surplus of low­
gr ade; all of t hat makes an auspici ous time to do 
t his job. I t hink we a r e cotton consci ous . I t hink 
we have come to the kn.ol'lledge that t his top four or 
fi ve inches of soil in the Cotton Belt has been used 
up . We can' t export our natural r esources . I think 
the labor in t h e cotton fields - the amount of wages 
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they get will increase more in the next five year s 
than it has the last f ive year s . I think i t i s 
going to become more impor tant . I f we lose this 
oppor t uni ty and alfow cot ton to go back to 10, 11 , 
or 12 cents , I d'on t t hink il& cun get oub opport unity 
again . I t hink i t is worth al l i t costs for thi s 
cheap price of cotton, and mor e , i f it would be the 
occasi on of getting a quota on jute . 

Well , this is distinctly a State Depar tment matter, 
and Dr . Feis bas Lsked for a chhnce to consider the 
thing and I think tha t is only reasont ble, and vfter 
all d lot of things ere involved and the~•ve got a 
lot of irons in the fire . ulu;t do yoU (fei~'I-AI:;,ini.Jl..ll-...,._ ., Qj_ 

a reasontble time? , 

On, I should think - where are we , Thursday? 

Yes . 

I ' d say next Tuesday or something like that . 

All right . Would you say ••.• 

I' m sure we could have something worked out . 

Have something, say, by ll o ' clock Tuesday? 

Yes . 

Yes , sir . 

I ought to say, if I may say this, that in one s ense 
it is a distinct State Department matter, because of 
the f ac t that :te ha ve the permanent responsibi lit y 
for car rying forward the trade agreements program, 
t r ade agreements negoti at i ons . In other senses, of 
course , i nvolving as the idea does the whol e future 
of cotton, i t i s ol' per haps even .more i mmediste concer n 
to other branches of the Government than to the Sta t e 
Department . If t he Department of Labor has the job 
of finding new employment for those Americans who have 
r aised t uose five to eight mil l i on bal es that we have 
always sold abroad; if ~r . Calloway i s right that our 
foreign market f or cotton is gone, I should t hink i t 
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would be a ma t t er of some inter est to the Depar t ment 
of L~bor and t o t he Depar t ment of Agriculture . Of 
cours e, I bel i eve that Mr. Calloway i s f ar too pessi­
mi s t i c . I t hi nk the t i f we can gr ow 18 mi lli on bal es 
of cotton wi thout four or five inches of sub-soil, we 
ought t o be 6ble t o do pr etty well a ft er we r estor e 
t hat s ub-soil . But it i s only in a negotiating sens e 
thll t I t hink we 1 d want t o t ake t he responsibility . 

Well, t here i s no ar gument about that . I mePn I ' m 
s ure !.lr . Bull 1voula have no objection to my goi ll.ll into 
tlus thing fully for the President , and I 'm doi ng it 
with no publici ty ; I don ' t want any publicity . But 
I ' m looking at it purely f r om the standpoint of cott on . 
Every Depar tment that it t ouches is her e . 

Ana I -know I don ' t nave t o s ay t o you, I kno.v I 
don't nave to s&y to ~r . Calloway, t ha t if ther e 
was any one purpose in mind in launcning the t r ade 
agr eement progr am, tr ther e ' s been any one purpose 
that ' s kept us nt i t so har d and so per s i s t ently 
despite all the opposition, i t was cot ton. So ther e 
is no di f fer ence i n gener al object ive . And t he 
probl em of American cotton more t han any thing else 
i s behi nd t he trade agreement progr am, end hns been 
from t he begi nning . 

~r . Callow~:y , I vm very much inter ested in your 
general s tvtement ~bout the for ei gn cotton m£rkots . 
But , fo r example, i f it were poss i ble t o produce 
cotton i n th i s country tha t we could deli ver a t 
Li verpool on a seven-cent basis, or eight - cent basi s , 
do )'ou t hiOtt we could get much of that mar ke t back? 

I t hink whatever pri ce we produce it a t , the r est 
of the wor la wil l produce it cheaper , in t i me . 4 1m 
going t o South Amer ica t hi s winter , just t o go 
somewhere, r.nd I •d r ather go where they aren ' t pr o­
duci ng mor e cotton . But I don ' t think that wo can 
wi th one hand r aise our living st anda r ds, lower our 
hours, r~ ise our wa~es, and with the other hand expor t 
a mater ial plir t of our product that is l argely done 
by l abor . I think t r ansportat ion i s comi ng to the 
foreign c ountries, I thi nk they lear n ho~ t o r a i se 
cotton cheaper as ••e do . I t hink 1 t has pauperized 
t hat sect ion of the countr y for t he las t t wenty- f ive 
years, s elli ng cotton in the wor ld market under lower 
labor costs than we con hope for in t he future . I 
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Know f or a f ac t , as I stated this morning, that the 
Cotton Belt does not have a t ooth f illed; i t has it 
pulled, beca use it ' s cheaper; and that ' s been ~e 
f or the last twenty-five year s . Tha t's not an 
exaggeration. 

' ' I do not believe the cott on farmer is going to be 
kept down at t he standa r ds he has lived under , nor 
am I &nxious for him to be wi lling to maintai n the 
standsrds t hat he •s had in t he past; I don't think 
he ' s going to do it whvther I •m willing or not . And 
I t hink if it ' s true - perhaps I •m wrong, but if it 
is t r ue that i t is going to be more difficult t o 
export a ma teri~ l par t of our cotton, our own market 
should deserve even extr a attention. 

I thi.nk t h& t if this 10ere not true - I should think 
that if we kep t all of our exports of cotton , the 
f ar mer who has to pay a t ariff on his plow should 
r eceive the benefi t of t ariff on a substitute for 
cott on. Even if I did not believe t hat we were 
fighting u losing fight on ,vor ld production, I should 
t hink the fines t thing we could do would be t o protect 
him agains t jute raised at from 11 to 16 cents a day, 
and give him some conception of t ariff besi des a l l 
on the bad side; seems r easonable to me . Ther e is 
a good s i de to t ariff for everybody except the exporter 
of t nings in t ni s country, und the cot t on tor mer is 
the largest one . I think it is sound i f we were 
i ncreasing, and I think he should have some protecti on . 

I • m t hinki ng f r om t he other point of view. I 1 m 
tniOAing of California , hrizona , Texas, and t he 
Delta, where cotton people tell me you ca n produce 
cotton ~nd pay good wages e t a lower price . 

Well , so can t'oreign countries ; it's no t private 
t hings we 1 re learning . 

And of course I wonder whether the St ate Department's 
a t t i tude wouldn 1 t - I don ' t want to be t alking for 
the St a t e Depar tment - it 'Noul dn1 t be, instead of 
incr ea sing a t ariff to offset t ha t t ar iff on t he 
plows , cut the tariff on the plow. 

;·:ell , in general it is, if that t ariff on the 
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~low is an excessive tariff and we are f a irly 
assured that kmer1cun plow munufac t ur ers can get 
along . 

I don ' t think it i s excess ive . 

I don't .<now. 

I t hinA your internal pr ogram is perfectly fine . 
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I t hink your raising wages is f i ne . This r aising 
wages has come to the South r ight in the Cotton 
Belt, &nd it 1s golng to' move to the f armer . I think 
it 's swell. But he must have - if be doesn 1 t have 
the protection against jute - Jute is g r owing every 
yea r; I think t;h& t 1t would be worth this low price 
of cotton if it means a t ariff on Jute , and it would 
be the most fortunate thing t hat could happen to the 
Amer ican cot ton f e rmer this year. I t bink :te will in 
t ime consume ten mil l ion b'l es of cotton 1n this 
country. I t hiru<: the one drawbeck t o energy and 
emphasis on their hund i sn ' t your high wages , isn 1 t 
your l ow hours; 1t 1 s compet1 t i on •111 th somebody who 
isn' t playing under t he same rules that we are. 

I f my wages are raised, i t ' s all right, but we 1 r e 
jus t defeated when the r ules are no t 1m~osed on our 
competition . And this whole thought in the indus try -
if we had only t o cope with the circumst ances where 
we are e<J Ual , it would mean a<lditi onal consumption 
in o~her directions, it would mean ' protitable indus­
try . The textile industry lost money between 1900 
and 1929 . That ' s a f act . lverytaing in this country 
was prosperous except textiles and coal mining . 
Textile people haven ' t had the profit tha t goes with 
r esearch and tha t t ype of t hing . 

I ncidenta Uy , the textile mills would in my opinion 
run full . I don ' t think there is any objection to 
that . I t hink t hbt t her e is no other place in the 
world where we can put e million bales of cotton 
•,vithout subsi dy on pr i ce or something which st arts 
a very bad precedent . I t hink we could consume ten 
million boles in t his country . 

Dr . Myers, have you bed a chance to speak with Yr . 
Wallace , or do you want to say anything - I mean 
how t he Department of Agr iculture feels obout what 
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I' m doing here . 

Well, I 1 ve bad no op..,or tunity to speak to the 
Secretary, who was out of t own yesterday and the 
day - or day ·before yesteraay e nd yesterday was 
tied up on the Hill. I couldn't commit him, of 
course, in anything that I would say . 

This is not a problem which is new to us, of course . 
~e have worked on it a gre~t deal in the past, and 
on the b!.sis of some of the past work tht• t we have 
done, I have for mulated a l i ttle summary of certa in 
factual information ot your re4uest. 

You ~1ant to read it? 

Covering your cotton bale covering: Cotton bale 
covering offers a potential outlet for 125, 000 to 
150,000 bales a nnUE l ly. A tariff of three cents 
per pound on all jute entering the United States, 
a s containers or otherwise, would offset the present 
differential b etween t he cost of cotton bagging end 
Jute bagging . Net wei ght trading would be a pre­
requisite to the adoption of such t ariff . I want 
to emphasize that if there were to be a tariff t ha t 
would ~eep out the sort of jute thEt goes into 
begging , it .vould hbve to be applicable to con­
tainer s, bagging around other ma terial tha t comes 
in, not merely the r aw materiel . Most, if not all, 
of the present differenti a l in cost between cotton 
and jute bagging mi ght be offset by tho additional 
economies and re-use va lue of cotton bagging . To 
establish it, proposals have been made to subsidize 
the manufacture of cotton bagging so that it can 
be sold in suffi cient quantities t o introduce it at 
the same price a s Jute bagging. I want to point out 
t ha t we cannot determine whot the subsequent effects 
might be of offering real cotton bagging competition 
to jut e . That is, a waste materi al - it might go 
aown to O I\Y figure; I just don• t know. But a t the 
present time and in tbe past it appear s that a 
reason&blo evaluation of the re-use value of the 
bagging, plus the economies in transportation costs, 
etc ., should offset the additional cost of cotton 
bagging, if we have net weight trading. 
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I might say tha t previous tariff proposals to 
put cotton - or require cotton to be baled in 
cotton by putting a t ariff on jute have not been 
accepted in the ~outh. 
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Too, the complete displacement of jute by cotton 
in the United States would require an incrersed 
consumption of approximately one million bales 
of cotton cnnuully. The exclusion of jute would 
increhse the consumption of cotton contain~rs in 
bulk hhndling. Jute goes into a low value field 
of use, however, where if cotton isn' t willing 
to go in there cheaply 1 something else will. Burlap 
is now sellin& in this country for eight cents per 
pound, With tne one cent tariff already paid. A tariff 
of seven cents per pound on burlap would be necessary 
to p<!rmi t cot ton at present prices and margins to 
enter widely into the field now occupi ed by jute. 
A t ariff of ll cents would probEbly be necessLry if 
cotton "ere ten cents per pound and manufacturing 
margins, excluding labor, were average . 

I might s ay that 11hen we arrived independently at 
costs of competing cotton articles, we got higher 
figures than this seven cent requirement. A 

t arlff on burlap a t the r ate of seven t o eleven 
cents per pound ooes not appear feasible, and would 
meet serious opposition . The widespread displacement 
of jute by cotton would require materially loger costs 
of manufacture, simply because tne uses will not bear 
it . 

I took the liberty of adding two additional points . 
Relief distribution of cotton articles would be 
nelpful to the industry, but it i s extremely costly 
for the quantity of cott on consumed. Lxcept where 
materials are given to relief clients for making 
into mattresses and comforters, the cost would 
probably aver&ge around $JOO per bale for a distri­
bution program. In other words, where we can give 
the relief workers the cotton, let them make mattresses 
out of it, vte can get rid of 1 t cheaply; otherwise, 
the cost i s extremely high. 

Four. Governmental purchases of regula r requirements 
of cotton articles, if made now in accordance with the 
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recommendation of the Cabinet Co~uittee that such 
purchases be concentrated in periods of slack 
demand, •ould be helpful . I refer to the Cabi ne t 
Committee report on the cotton textile industr y 
publi shed in August, 1935 . 

All right . Di d you ever see tha t , Lubin? 

He and I helped write it. 

That ' s why I thought toe recommendati on was good . 

(Hearty laughter) 

I thought last night if I didn ' t qui te paraphrase 
the Committee properly - well, that ' s wha t we 
intended when we wrote i t . 

Is that t he whole t hing? Could I have a copy of 
taat? 

(Myers hands s .M. Jr . eopy) 

Ur . Secretary, we concede tha t; as Dr . ~yers has 
pointed out, if we exclude jute, some of this 
container business woula go to paper or perhaps 
other types of material . But our study of the 
situation l eads us to believe tha t ten percent 
would be loS good a guess ~s one could make as to 
the sub.> Utution of p&per , and that 90 percent of 
the benefit would actually go to cotton. That ' s 
jus t a guess - you might wholly disagree with that, 
Dr . Myers - but that ' s the way we feel about it . 

Now, may I - I don ' t Nant this , 1f you don 't mind , 
to go more than an hour . I haven• t allo11ed more 
than an hour . But when I s ee you ' re getting down to 
a real tecnnical brgument , I ' ll be sunk . I think 
the people here - Ur . r.!yers is available; I ' m sure 
he ' l l be glad to be worked on, or worked over . Is 
that r ight? 

That ' s happened very oany times , and always welcome . 

I think tne thing I want t o bri ng up - put it down 
11 o ' clock Tuesday . Is that r i ght? 

Yes, sir . 

Regraded Unclassified



IL'J ,Jr: 

Stevens: 

Stevens: 

H. l.Jr: 

St evens : 

IL!l .Jr: 

St evens : 

207 

-20-

'lle 1ll leave it tha t these gentlemen ar e ava ilable 
to talk Jute - I mean other than ~r . Feis , a nd 
he ' s asked t hat he be given time, a reasonable 
re•1uest. And I cen see, without haVing anybody 
dr~w me pictures, th2t this t hing would go right 
to the heart of any trade agreement with Gr eat 
Britain. 

No.•, on pr omotion, have you people bad time totru.nk 
o f this idea for a promotion of the use of cott~n? 

Mr . Secretary, the r euson Dr . Murchison i s n ' t here 
is because he ' s had this Executive Committee - direct 
conflict of time - but I think it ' s fortun~te in a 
sense, because tha t brings toget her the r espons ible 
people in t he industry, and I would hope very much 
that tnis would be a sub j ect that "e could t ake up 
and get the r eection of ~ cross- section of tnis 
industry right now on this vromotion i dea and begin 
t o formul~ te some kind of a suggested program to 
present t o you within a reasonable length of time . 
I don ' t know just how long it would take . 

Well , l et ' s leave it t his way. When you ' re r eady, 
l e t >layne Taylor know . Row ' s t hat? 

That ' s all right, sir. 

But just l et me g ive you one thought . In thinking 
of tnis tning , I wo ndered if tne industry - if t he 
United States Government could find the money, would 
the industry be wi lling t o match it dolla r f or 
dollar? 

l.ly answer to that , of fhand , !.lr . Secr et ar y, would 
be that we could not match it dollar for dolla r on 
t he scale or campdgn thu t I t hink should be entered 
into . I think, I know the industry will r a ise a 
s ubs t antial sum of money. Jus t what tnot will be, 
one can 't yet tel l. Perhaps we can get a little 
light on tba t t oday. 

Well , that's wh" t I' d llke t o lmor.. I mean I 
~ouldn ' t want your industry to come and just say, 
"This is s•Rell, let Uncle Sam do it . " 
I think the industry, in order to show good faith, 
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would have to go a good l ong way . But i n direct 
unswer t o your 4uesti on, I don't think that we 
could r a i se a half of tne amount of money tha t 
1~ould be required to do this job a long the lines 
thn t I t h.ink you have i n mind . 
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Well, let' s see wha t the industry would say they 
could do, nnd t hen besides t he dolla rs - I mean the 
sales procotion which t hey could put on, tha t would 
be mos t important, and nobody could do the sal es 
promotion work s nd the leg work except the industry . 

That ' s right. 

I mean the getting of t he extra effort directly 
t hrough their own personnel . Ana I take it you'd 
take that into consi dera tion too . 

:les . 

I t hink we can find t he money . 

Vlell, I think that ! s one of t he mos t encouraging 
tning tha t we could possibly hear. 

In fact , I know where we can get it. I mean if I - I'm 
not bothering the President t oo early, b ut if the 
whole picture looks all right, I t hi nk I kno~ *here 
we cnn get the money . 

I think this is certainly an opportunity for o.!S now 
to show you something that you will think i s worth 
while . 

Yes , but don ' t - I just want to say, don't l e t 
them make the mistake of sayi ng, •Now her e ' s a 
program; we want Uncle Sam to finance i t. " Whatever 
tne indus t ry can afford to do - stretch t he point, 
see? Oo just as f ar a s you can. And whenever you 
gentlemen are r eady, I ' ll be r eady . hnd if you 
people would come b&.ck Tuesday, and Dr . Fei s , why,, 
I• d be more tnan pleased . 

rlerbert, in that - I t hink tha t I would consider in 
that connection Mr. Calloway's suggestion of quota 
as compared t o a t nriff. 

I had that in mind . That brings up a wholly different 
range of difficulty . 
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UNITt:D STATI:S DEPARTM ENT OF AGRICULTURE 

AOittC"UL.T U IIUU.. ADJUnMI:HT ADMI N IST .. A TION 

WAPtiNOTOH, O .C:. 

1. Cotton bale oO"Oer!<jf offero a potential outlet for 
125.000 to 1501000 bal .. of o ton annually. 

A tariff of 3~ per pound on &11 jute entering the United 
Stat••• aa containers or otherwise. would offset the proaent 
difterenti o.l between the cost of cotton baggillg and jute bagging. 
Net wei&}rt trading would be a pr erequiei te to the adoption of 
auch tariff • 

lloat • it not all• of the preaent differential in coat be­
tw""" cotton and jute bagginr; might be offset by the additional 
eoon<mies and reuae -.alue of cotton bagging. 1'o eatabliah it• 
propoa&la hen been •de t o aubaidise the manu.faoture of cotton 
bagging eo that it oan be sold in aufti~ient quanti ties to intro­
duce it at the aame price aa jute bagging. 

Burlap 1a now aelling in the country for 8~ per pound with 
a 11 tariffo A tariff of 11 per pound on burlap would be neoeuary 
to pe:mit cotton at pruent prioet: and manutaoturing margins to 
enter widely into the field now oooupied by jute. A tariff ot 111 
would probably be neoeaaary it cotton were 101 per pound and manu­
facturing margine. axoluding lo.bor. were average. 

A tariff on burlap at the rate of 7 to 111 per pound doe• 
not appear feasible and would meet oerioua opposition. The wide­
apread diaplao~ent of j ute by ootton would require materially 
lower coata ot .-nufacture. 

3• Relief distribution of cotton artiolea would be helptul to 
the industry but u a.-ely coatly for the quantity of cottcm ·­
llaed. E:xoept where • teriala are &i"en to relief clients for -.Jd.n& 
into -ttreuea and ccatortera. the coat would probabl;y aYer&ge around 

$300 per bale for a diatributicn pr ogrom. 

4. GO't'el'JIIlental purohlae1 of regular requir-ente ot cottcm 
article•• it made n ow iii&Ocora&noe with the rec<llllmllnclation ot tht 
Cabinet C.-ittee thlt auch purohlaea be concentrated in periods ot 
olaak d.....,d, would be belptulo 

2J9 
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SIGOmTICIIS FOR INCUASD!G COTTQI CCINSOKPl'ICii 

1 . Cotton bale c<mtring;. It ootton aa terial wre ueed 1'or 

OOTII1"1Dg cotton balee, it would proTide e.n outlet tor around 12:;,000 

to 150,000 balee or cotton yearly. Cotton bale eoTering would be more 

attract1Te and leaa waatetul in handlins than jute be.ggins, but it hae 

not come 1Dto uae for the following rMaona: 

(l) Cotton h eold grose weight and aa the Jute coTer­
ing weighs 12 pounds and t be cotton co•er1Dg only '* pOWlds , t a rmara ua1Dg cotton bale COYer1Dg have 
been penalized by tbe •alue or ?i pounda ot cotton , 
or 7151 per bale wban oottco 1a wot'th 10¢ per pound. 

(2) Cotton coTaring normallY coeta moTe per pattern (the 
quantity required t o coTar a bale) tba» jute bagging. 
On amall experimental loh purcha .. d recentlY the 
coat na 95¢ per pattem compared with 72¢ for new 
Jute e.nd 60¢ t or re-worked jute bagging. The manu­
facturer ot tbie cotto.n baggillg , bowenr, 1e ueiDg 
15/16 inch Strict Low Middling eo that a eaTing or 10 
t o 15<1 per pa ttem would be poeaible through the uae 
ot cheaper raw material. .l turtber ee.Ying ebould be 
poeaible from reduced coete of manutacture it large 
quantities were produced. 

(3) .l part, and perhaps all or t be i ncrea884 i nitial coat 
of ootton bagging should be offset by reduced freight 
coste , saving• in raw cotton lost on jut e bale cover­
ing. , and additional Tecla1m Tnlue of the bagging 
iteeUo Bowner, it will r equire the uae ot cotton 
bagging 1n ~zeable quantitiee to eetabliah theee 
eaTings e.nd the reuse nlue ot the bagging, and to 
get the propor allowancu paseed back to growere to 
oftaet their bieber initial outlay for cotton begging. 

Cotton bale wrapping is eeaent1ally a l ow Talue field of uae, 
Co tton cannot enter t b ie f ield of uae when the coat of cott tll1 1a higll, 

11hen t he coat of mill labor 1a high, or 11hell mill margine are higll • 

.llthough that ie a d ieadTantage wbio h baa preunted the adopUco or 
cotton bagging, it offers adTantagee in a atftb1lizat1on prograa einoe 

1t offers a 4epecdabla ~~~Uket tor whi ch mille could manufacture 1D 

periods ot cotton aurplue and depreeeed demand• 
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1ute beaging 1a made almost entirel:y trcm old reclaimed jute. 
It 1a impouible to determine how chee.ply t he preeent type ot jute 
bagging might be aold under campetitin conditione or wha t i.J~Wron­

ments migllt be made in jute bagging under the incctiTe ot quality 
compet1 tion. 

Current pric .. t o r jute bagging indicate that a taritt at the 
rate ot 34 per pound on jute ..,uld be autticict to pemit cotton t o 
enter thia field ot UM it the teritt appUed t o j u te materiala, euch 
a e bagging and wre.pping materials, entering t hie countr:y a a containers 
or wrapping tor other products. It the taritt 1\PPlied merel:y to 1JD... 
porta ot raw jute or jute butte, it would probably hue li t tle ettect 
since new jute ie primarily used i n thia tield only in mixturee with 
old jute. Previous propoaale tor a prohibitiYe taritt on jute have been 
opposed by some cotton erowillg repreaenta tivee on the ground tha t it 
would i nerea ee t he coat ot cotton bagging , eapecially when the oottcn 
ba:;:ging coeta are hia)1 • 

..l law requiring that cotton be aold on a net weight baah hae been 
reco=-nded by Southern .Agricultural Agenci .. , tha Departale:lt ot Agri­
culture, and the Cabinet Committee, in ita report OD cotton Textile In­
duat r:y. Nat we1cht trading would re...,.e the gre:.teat barrier a'3ainat 
the use ot cotton baging and would be a neoeeear:y prerequhi te t o an:r 
tar1tt action deaiened to ccouraga the use ot cotton baeeing . 

I n the abaence ot a taritt it hu been proposed that the uae ot 
cotton bagging be aubeidized tor a auttioient nWDl>er ot bales to utabliah 
the practice ot baling cotton i n cotton. Under auch program mille would 
be paid the ditterence, arrived at on the baeia ot competitive bide, be­
tween the coat ot cotton and jute bagging. I n thie we:r the cotton baSEing 
could be sold t or tha same price s a jute begging and it 1a believed that 
mills ..,uld agree t o make a prope.r weight allowance on cotton covered 
bales. B:y 1110l<ing auch program avaUable t o producers ot I.JIIproved variatiea 
ot cotton who are mambera ot • one va riet:y• CCIIIIIIIllitiea, t ha program would 
have the additional advant ag e ot advertising auch cott on aD4 tha c ieting 
colllmlllit:y organization• would facilitate t he paeeing back to producer• ot 
an:r additiona l allowances tor cotton wrapped bales. 

2. General Jute t aritt. It ia utimated t hat e.pproximatel:r 
1,ooo,ooo bales ot cotton would be required annually to meet the n .. da 
now tilled bJ jute 1n the Uili ted Sta tee. In general thh ia a low value 
field ot uu trom which cotton baa been largely excluded beceuae it 1a 
a h1gber priced raw material e .nd 1e much 110re expena1ve t o menulacture . 
Peper and bulk handling ot ~ products otter cheap alternat1vea tor 

cotton '-"d jute i n bagging and wrapping. 
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Preou.ab~ it would ooat about the aa.e to ~oture a bag 

tr0111 either burlap or ootton fabric . Therefore , the following o_.. 

parieon ia lll&de between burlap and two oCIIlpetitift cotton tabrioa 

which could do the a&~~e work aa burlap in the -.nuft.oturing ot 11011t 

bags . At preoont the ta.ritt on burlap ia 11 per pound. 'l'bio baa 
been c:aitted t r CIIl the tollcrwiDg ooloulat1ona1 

Comparatift ooota tor jute, burlap and 
OCIIlp&ting cotton tabr ioo 

I Pi'eaent I I Taril'? 
Raw nnanutaotur 1ng 1 Selling 1requirod tor 

Jtaterial 1 Jtater ial 1and importing 1 Price 1diaplacement 

Celits 
-.r~in 

Cents_ 
,: 

tintsY: 
ot jute 
cent .. 

8 oa. Burlap (2 yda. I 

or 1 lb . ) I 4 . 30 I 2 . 80 7. 10 
8 o• . Oanaburg (2 yda• I 

or l lb. ) , 
baaia 8~d. 7/8: I 

l4 .a<Y: cotton S 1 6 . 73 7.27 I 6. 90 

basi a 101 mid. I 

7/8 cotton 8 . 97 7.27 16.24 ' 9. 14 

baais 121 mid. 
7/8 cotton I u .:n 7.27 I 18. 48 11. 34 

2 . 85 {5. 61 O& o) ~eet-
1ng (2 ydo) 4 , 
basis 81 mid. 7/8 ' I 

14.ooY: cotton I 6. 18 ' 7. 82 I 6. 90 

baoie 101 mid. I I ' 
7/8 cotton I 7 . 74 I 7 . 82 I 15. 56 I 8. 46 

basia 121 aid. 
7/8 cotton 9. 28 7. 82 17.10 10.00 

y The preaent ~~~&rket price io 8 . 10 cents beoauoo of tho taritt ot 

l cent per pound. 
2/ Present •rket price . 
,_;1 At 8 canto for middling 7/8 inch, the cotton used in manufacturing 

this material would coat 6 cents per pound, or 6 . 72 oenta tor the 

cotton required for l lb. ot tabrio after allowing for waste in 

manufacture . 
y Thia -terial would require cotton •""raging close to middling 

7/8 inch in n.lue. 

From the above oaloulationo it is evident that a tariff of 

at least 71 per pound would be DAtoeuary on burlap it cotton 1a to 
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become generally competitive in this field on the basi• of pruont 
price a . A tariff of at lea.et 91 per pound would be required 1f tho 
price of cotton were to rise to 101 per pound baaia IUddling 7/8 
inch etaple. At the present time profit mart;ins are oompan.tinly 
low and some conatruotiona are a aid to be eolling at a loaa. In 
September tho average a.nutacturing ..,.rgin, after a llowing tor 
labor costa , waa approxilllatoly 51 per pound below that of laat 
l(arch . 

A tariff rata of 100 percent or more on burlap ia of doubttul 
feasibility. The opposition of conaUli!Ora and manufacturers of jute 
products has prevented the enactment of loca drastic tariffs in tho 
peat . lloroover , in addition to ita general international trade 
implications, auoh measure would constitute a aerioua precedent in 
connection >lith cotton which ia relatively tree from to.ritfo and 
which must remain free if our expor t trade ia to continue . 

The problem of utilizing cotton in tho low value tield.s 1o 
largely one of a.nutaoturing costs. Low p-ado staple cotton 1a 
selling as low aa ~ per pound and qualities entirely aatiatactory 
to displace jute can be obtained for 6 or 71 per pound. A tariff 
at the rate of ¥ per pound would, there foro , be high enough to 
protect the raw cator1al . Some way muat be found to reduce ...,u­
f acturing coats before cotton can compote aucceaotully with jute 
in most low value fields of use . Moreover, there is need for some 
organized effort on the part of the textile industry to carry out 
a consistent program for exploiting these fields of use, In this 
connection, attention 1G called to the accompanying chart showing 
wage rates and labor coat, canufaoturing margin excluding labor, 
and cotton costa per pound of cotton consumed. Despite recent 
increases in outp.at per man hour, labor co eta are at the pre­
depression level 11ben t ho price of burlap wae 50 to 100 percent 
higher than it ia now. !aloreover, aa the wlume of output haa 
decreased, the labor coats per pound have increased. Eigh lAbor 
ooata and high profit .... r t;ina, such aa exiated from December, 
l9S6 to April, 1937, are the strongest deterrents against the 
substitution of cotton for jute, 

3 . Relief distribution. Purchases of cotton articles for 
relief diatrlbutlon 110\ild 68 helpful to the textile industry and 
would help to awid tho contradiction ot surplus cotton, 111111 
ourtailDent, and the need for cotton articles by relief elienta. 
However • such purchaaea are extre•ly eoatly a a a means of 
reducing the cotton surplus except in tho oaae ot mattreaaea and, 
to an extent, ec:mtortera which can be •de by relief labor lar&ely 
from uns pun cotton. For example, cotton having a present value 
of $25 per bale could be disposed of in the form of .. ttreaaoa to 
relief clients at a coat to the Government ot approximately $32 per 
bale including the t icking and froi&ht . For comforters the additional 
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ooet WOilld be approxia&tel¥ t75 a bale, lll&ltl.JI& the total ooat 1100 
par bale . To dilpoee ot bldlheetl aD4 oftralll would ooet ap­
pro:n-tely t21i0 par bale. EYen with the ear oile ot ooneiderable 
dieoretion in the artiolee eeleoted, the ooet -.ould probabl¥ 
average around t:SOO par bale tor ootton dietributed to r elilt 
ollente. 

' · ao...~t purohule. !he cabinet ~tt:ee 1n it• 
report on tliii Cotton feitili Iiidultry ur~d tbe concentration ot 
gO'ft~ntal ~robaeu ot ootton goode, 10 tar ae tluible, 1n 
period& ot elaolt dl-.nd. Tbia appeara to be euob a period and tbl 
rec01111111ndation aight 'nll be tollond at preeent. 
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COTTON AND LAB OR COSTS AND MANUI'ACTURING MARGINS EXCLUDING 
LABOR I'OR 17 CONSTRUCTIONS 01' GREY CLOT~ • 
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Nove~ber 18, 1937 

Sn t zer1and: Cotton Illportl b:y Oountr1ee or Or1g1D 

Oountr;r 1932 1933 1934 1935 1936 

fhOUtande or Ba1es 1/ 

Total 111 120 122 122 123 

United States 54 57 35 3~ 35 
Br1tieh India 4~ 13 12 6~ 13 
Eg)'pt ~ 66 61 
Brazll ~ 0 1 2 1 
Other 2 ~ 10 13 

Percent D1ttr1but1on 

'l'otal 100 100 100 100 100 

United States ~~-~ 47 29 31 2~ 
Br1 t1ah India 11 10 6 11 
Eg)'pt 43 4o 54 53 50 
Brazll - 0 1 2 1 
Other 4 2 6 g 10 

'!/ 478 pounds net. 
"Zf Lese t .han 500 bales. 

Source: Bureau or Agricultural Eoonomice. 
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November 18, 19J7 

Spain: Cotton DBports by Ooun~r1es or Or1g1n 

Country 1932 1933 1934 1935 1936 

~OUiftDdl 2l ~Jea l./ 
Total. 471. 434 457 447 y 
United States 363 320 29~ 255 ~ Br1t1sh India 

g~ 51 59 50 

f Egypt 
5~ S2 1.09 Argentina l.l. 11 2l. Other 4 4 7 12 

Percent D1Btr1but1on 
Total. 100 100 100 100 100 
United States 77 74 65 57 Br1t1ah India 7 12 13 l.l. EgYPt 13 12 1S 24 Argentina 2 1 2 5 Other 1 1 2 3 

jJ 500 pounde groee. 
Not avaUab1e. 

Source: Bureau or Agricultural Economics. 
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Spain: Cotton Importe by Coun~riee ot Origin 

Country 1932 

Total ~· 471 

Uni t ed Statee 363 
Britieh India l~ Eg)'pt 
Argentina 11 
Other 4 

Total 100 

United States 77 
Brit1eh India 7 
EgYPt 13 
Argentina 2 
Other 1 

V, 500 pounds gross. 
gj Not available. 

1933 1934 1935 

fbou.andt or Bales 1/ 

434 -- 45l- 447 

320 29!1 255 
51 ~~ 50 
5~ 109 

11 21 
4 7 12 

Eerognt J;listributi on 

100 100 100 

74 65 57 
12 13 ll 
12 lg 24 

1 2 5 
1 2 3 

Source : Bureau ot Agricultural Economi cs , 

217 

1936 
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~ 
~ ~ 

100 
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lloYember 18, 19.37 

Belgiua: Cotton Imports by Countries of Or1g1n 

C!Juntr;y 1932 1933 1931j. 1935 1936 

nl!2!:!1!!o!l!l.a 2l D!Y.e! 1/ 

Total 305 3S9 397 4-45 5o6 

United States 15S 179 103 137 llj.6 
British India 5S . 119 1 .. 2 131 lf~ EgY}lt g 5 llj. 16 
Belgian Congo lj.g 51 93 li 117 
Other 33 35 75 60 

Percent Distribution 

Total 100 100 100 100 100 

United States 52 lj.6 26 31 29 
British I ndia 19 31 28 24 33 
Eg;ypt 2 1 lj. 3 
Belgian Congo 16 13 23 21 23 
Other 11 9 19 15 12 

!/ lj.7g pounds net . 

Source: Bureau or Agricultural Economics. 
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November 18, 1937 

Netherlands: Cotton Imports by Countries or Origin 

Country 1932 1933 193~ 1935 1936 

Thousands or Bales !/ 

Total 151 168 19~ 180 219 

United States 116 109 9~ 72 77 
British India 15 28 

3' 33 39 
Egyl>t 2/ y 3 3 
Brazil ~I - ~ 13 19 
Other ~ 31 59 Sl 

Percent Distribution 

Total 100 100 100 100 100 

United States 77 65 4g 40 35 
British I ndia 10 17 20 1S 18 
EBYl)t 2 2 1 
Br azil 7 7 9 
Other 13 1S 23· 33 37 

1/ 500 pounds gross. 
~/ Lese than 500 bnles. 

Source : Bureau of Agricultural Economios. 
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November 18, 1937 

Austria : Cotton Imports by Countries of Origin 

Country 1932 1933 1934 1935 1936 

Thousands ot Bale s !/ 

Total 100 117 137 16o lg1 

United States to g5 t2 93 1M 
British India 6 15 26 27 23 
Egypt 

27 
12 20 26 29 

Brazil 1 4 1~ Other - 5 5 g 10 

Percent Di etributlon 

Total 100 100 100 100 100 

United States so f3 6o ~ 59 
British India 6 13 19 u 13 
ES)'pt 9 10 15 16 
Brazil 0 g 3 
Other 5 4 6 9 

1/ 47g pounds net. 
£! Less than 500 bales. 

Source: Bureau ot Agricultur al Economics. 
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November 18, 1937 

U.S.S. R: Cott on Imports by Countries of Origin 

Country 1932 1933 1934 1935 1936 

1'housands or Bales !f 
Total 112 104 115 204 77 

United States 0 77 44 119 20 
Iran (Perala) 95 20 65 77 44 
Other 17 7 6 g 13 

Percent D1strlbution 

Total 100 100 100 100 100 

United States 0 74 3g 5g 26 
Iran g5 19 57 3g 57 
Other 15 7 5 4 17 

!/ 47g pounds ne t 

Source : Bureau or Agricultural Economics. 
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November 18, 1937 

Canada: Cot ton I~ports by Countries ot Origin 

Country 1932 1933 193lj. 1935 1936 

Thousands ot Bales !/ 

Total 19g 277 2g9 286 309 

United States 193 26g 276 275 301 
Egypt J 9 12 9 6 
Other y 1 2 2 

Percent Distribution 

Tot&l 100 100 100 100 100 

United Sta tes 97 97 96 96 97 
Egypt 3 3 lj. 3 2 
Other 0 l 1 

1/ lj.7g pounds net. 
~/ Less than 500 bales. 

Source : Bureau of Agricultural Economics. 

c 
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Noveaber 18, 1937 

China: Cotton Im~orts b7 Countries ot Origin 

Country 1932 1933 l93ll- 1935 1936 

Thousands ot Bales !/ 

Total 1 ,038 557 537 253 188 

United Stat~ 865 355 269 127 43 
Br.• tish India 127 182 233 98 95 
Egypi. y 16 13 29 25 28 
Other 30 7 6 3 22 

Percent Distribution 

Total 100. 100 100 100 100 

United States 83 64 ~ 50 23 
Br1 tish India 12 33 39 51 
Egypt 2 2 6 10 15 
Other 3 l 1 l 11 

1/ ll-78 pounds net. 
£1 Including~o-Egyptian Sudan. 

· s ource: Bureau ot Agricultural Economics. 
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Poland !f: Cotton 

Country 

Total 

United States 
Br1t1sh India 
Eg)"!lt 
Other 

Total 

United States 
British India 
Egypt 
Other 

1/ Including Dan~1g. 
~/ 478 pounds net. 

November 18, 1937 

Imports by Countries ot Origin 

1932 1933 1934 1935 1936 

Thousands ot Bales gj 

228 269 304 303 326 

201 231 227 226 218 
6 12 23 30 39 

18 21 39 35 37 
3 5 15 12 32 

Percent Distribution 

100 100 100 100 100 

88 86 75 75 67 

~ 4 7 10 12 
g 13 11 11 

1 2 5 4 10 

Source : Bureau ot Agricultural Economics. 
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llovember 18, 1937 

Japan: Cotton I.11p0rt& by Countr1ee or Or1g1n 

Country 1932 19» 1934 1935 193& 

fb2l&I&D~ or ll!!l 11 1/ 

Total 3, 521 3. ~50 3, 746 3.392 4,209 

United states 2,519 2,057 1,l65 1,~4 1, 641 
Br1t1eh India 759 1,101 1, 3 1, 2 1,~62 
Egypt 91 78 152 149 123 
Brar.U 0 1~ ~ 11 
Obina 147 91 117 12~ 

East Atr1oa 1 32 ~ 7~ 
110 

Other 4 26 345 

Poroent D1str1but1on 

Total 100 100 100 100 100 

Un1ted States 71 60 48 47 n Br1t1ah India 22 32 44 44 
Eg)'pt 3 2 3 
Brar.U - - 0 0 
Oh1na 4 4 2 4 3 
East Arr1oa 0 1 2 0 i 
other 0 1 1 2 

~ 478 pounds net. 
Leu than 500 b&les. 

souroe: Bureau or Agr1ou1tural Eoonom1oe. 
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llovember 181 1937 

Italy: Cotton Importa by Countries or Origin 

Country 1932 1933 1934 1935 1936 

:t!:loua&n~ or Bales 1/ 

Total g77 1, 014 g64 6g6 466 

United States 6l6 761 i~ 
4ol 33g 

British I nctia y 
1ol 

121 122 ~~ Egypt ug 155 134 
Other 2g 14 29 29 32 

Peroent Distribution 

Total 100 100 100 100 100 

United States 7~ 75 62 5g 72 
Brit1Bh Inctia 12 17 lg 1~ Egypt 12 12 lg 20 
Other 3 1 3 4 7 

ll y 
47g pounds net. 
Including Ceylon. 

Source: Bureau or Agricultural Economics. 
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November 18, 1937 

Germany: Ootton Imports by Oountries or Or1g1n 

Country 1932 1933 193~ 1935 1936 

'1'houoan41 of J!!!let y 
Total 1 , 72~ 1 , 921 1,~2 1, 430 1, 092 

United states 1 , 365 1,~ ~~ 345 326 
British IncUa 95 165 129 136 
Egypt 152 1~ 204 1S1 134 
Brar.U 1 - ~ 3SO 1~~ 
Peru ~& ~ 52 116 
Other ~7 133 279 251 

Eeroent ~!1tribution 

Total 100 100 100 100 100 

United States 1& 75 6o 24 30 
Brit1eh IncUa 9 ll 9 12 
EgJPt 9 9 14 ~1 12 
Brar.U 3 15 
Peru 2 2 3 g g 

Other 4 5 9 19 23 

Y ~7g poundl net , 

Source: Bureau or Agricultural Eooncm1oe, 
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November 18, 19)7 

United Kingdom: Cotton Imports by .Countries of Origin 

Countr1 1932 1933 19}4 1935 1936 

%JlOUI&ndl of Bales 1/ 

Total 2,631 2,939 2,641 2,661 3, 237 

United States 1,529 1,584 960 1,~~ 1, 291 " .. 
British India 112 229 322 487 
Egypt 503 669 577 56~ 591 
Brazil 3 29 }02 12 310 
Peru l~ 167 184 l4o 167 
Anglo-Egyptian SUdan 129 l~g lOS 130 121 
Other 217 188 154 270 

Percent Distribution 

Total 100 100 100 100 100 

UnUed States 58 54 36 45 4o 
British India 5 g 12 13 15 
Egypt 19 23 22 21 U! 

Brazil 0 l 12 5 10 
Peru 5 5 4 5 ~ Anglo-Egyptian SUdan ~ ~ ~ Other 7 g 

!/ 478 pounda net. 

Source: Bureau of Agricultural Economics. 

Regraded Unclassified



llovember 18 , 1937 

Czechoslovakia: Cotton I mports by Countries or Origin 

Country 1932 1933 193'+ 1935 1936 

Thousl!l1ds or Bales !/ 

Total 366 320 34S 350 1+21 

United States 123 ~~ ~ 93 108 
British India 19 33 ~ Egy..,t 43 1~ 5IJ. 52 
Brenen 151 126 116 14; 
Other 30 22 27 56 

Percent Distribution 

Total 100 100 100 100 100 

Un1ted States 34 29 28 27 26 
Bri t1eh India 5 g 13 9 11+ 
Egy'Ot 12 12 15 15 16 
Bremen 41 44 315 ~~ 33 
Other g 7 g 11 

!1 lJ-78 pounds net. 

Source: Bureau or Agricultural Economics. 

• 
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Noveeber 18, 19J7 

Fr ance: Co tton I mports by Countries of OriGin 

Country 1932 1933 1934 1935 1936 

Thousands of Bales !/ 

Total 1,128 1, 6o4 1,070 1,0)1 1,489 

United StAtes 801 1.061 542 492 870 
::ryot 1~ 228 212 214 234 
Indi'l 216 1,~ 192 2-6 

Brazil 1~/ - 52 ~7 
French Colonies 16 21 29 31 
Ot!~or 90 83 55 52 51 

Percent Distribution 

Totn1 100 100 100 100 100 

United States 71 66 51 48 58 
E(:'ypt 14- 14 20 21 16 
Indi o. 6 14 18 18 16 
Brazil 4- j 5 
French Coloni es l l 2 2 
Other 8 5 5 5 3 

1/ 4-78 nounds net Y Lees· t lwn 500 bales 

S~uroe : Departm~nt of Co~~~roe . 
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November 18, 1937 

France : I mports of Cotton by Countries of Origin 

Country 1932 1933 19311- 1935 1936 1937 y 

Thousands of Bal es (47g l b.) y 

Total 1,12g 1, 6011- 1,070 1,031 1,11-89 725 

United States 1!101 1,061 511-2 492 870 370 
Egypt l~ 228 212 2111- 2311- 136 
India 216 1~~ 192 2)6 153 
Brazil ¥s 52 67 28 
French Col onies 16 21 29 31 9 
Other 90 a:; 55 52 51 29 

Percent Dlstrlbution 

Total 100 100 100 100 100 100 

United Stt~tes 71 66 51 lj.g 5S 51 
Egypt 111- 111- 20 21 16 19 
I ndia 6 14 lg l g 16 21 

Bre.:r.1l 4 5 5 4 

Frl3nch Colonies l l 2 3 2 l 

Other g 5 5 5 3 lj. 

l / Six months total. 
~/ Conversi on factor X 11-. 61. 
y Leas than 500 bales . 
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REOOXSTitrUTION I'JX.\.~UE OOICPOit\TION 

W;~IIINGTHN 

lo'faber 18, 1957 

J.coorcling to eppar-.t.Q- reliable intonaa­

t1on, hence uaed 555, 000 balea ot .Pericon eetton 1111d 

495,000 belea ot eott.cc troa other -tri•a troa tha 
1954-55 cropJ 660, 000 belaa Merie4D aDd 662, 000 belaa 

troa otber oountriea troa the 1955-56 cropJ end seo,ooo 
belea .Perican end 640,000 belu troa other oountriea 
troa the 19M-57 crop. 

CollmoditT Credit Corporation has never 
take ti Ue to azs:t ot tbe cotton upoo wbieh 1 t aade 

lome, the cooa.,eua ot op1ni.oa hanna b...., tbet it wu 

better tor tha nOidnel title to ...W 1n the producer. 

It we W8Dted to torecloae ou an;r &i•c Ullllber ot belaa, 

the question 110Uld naturall;r arise, wboae cotton should 

be toracloMCI upoo. 

lie aigbt nr;r properq conaider tekina 
over all ot the r-a1n1na 12 cct loen cotton, approxi­

aatel;y 1 , 650, 000, 000 halea, but to do this now 1IOUld 

probabl;y han a tu.rtber depreaaing ettact on the aarlcet, 

as people 110Uld not understand wbi;r the ao•ernm-.t waa 

toreel.oaing on the cotton et tbia tiae. 

Jl;y gueae 1B that tbe aale ot 21i0,000 or 

en;y other &i•en nuaber ot belea to France or l!n&land or 
Japan 1IOUld not 1ncreaae our uporta to ars:t couaiderable 

exteDt. 

llollonble llcr;y llorscth.m 
Seoreter;y ot the TreaiU%7 
Waabinstou, D. C. 

Sincerel;y ;yours, 
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C .B. 
Upham: 

H. loi .Jr: 

U: 

H.loi .Jr: 

U: 

H. tA . J r: 

U: 

H.l...Jr : 

u: 

H.U.Jr: 

U: 

H.M.Jr: 

U: 

H.loi . Jr: 

U: 

H.!.I.Jr: 

U: 

November 18, 19~7. 
10:55 a.m . 

- the undist r i buted earnings t ax. 

Bay that agai n. 
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~ey ' re wanting to get an estimate ot bow much we 
would have to increase the normal tax on corporations 
to raise the =oney that the undietributed earnings 
tax haa brought i .n. 

You mean to replace it. 

Yea, to do away wi th it complet ely . 

Well. 

And Mr. Cooper, particularly, is harking back to those 
old Helvaring statements about what normal tax would 
have to be about twenty five per cent. 

Uh- huh . 

And Ur . Doughten is very bitter abou~- we're in our 
troubles now, because ot the Senat e, he has t he 
idea that the ori ginal House b111 would have brought 
in more money instead ot l ess. 

Yea. 

And lolr . Magill tblnlta you might consider whether it 
wouldn't be a good idea to have Mr. Vinson, Doughten 
and Cooper down, · perhaps thla afternoon, or tomorrow, 
it they oan' t this afternoon, and go over the thing 
with them and just tell them the whole truth, estimates 
and everything else . 

What is the whole trut h? 

Well, about the yield of the t ax which hasn't been 
told t o them yet . 

All right. 

And about the -

~:30. 

3 : 30? 

3:30. 
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H.U.Jr: Yes. 

u: 
H.M.J r: 

U: 

H. I.I . J r: 

U: 

All r1ght . Thank you. 

3:30. Let Yrs. Klotz know whether 1t's on or 
off. 

All r1ght . 

3:30. 

Thank you. 

·-:-
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GROUP LIEETING November 18, 1937 
9:30a.m. 

Present: r.lr . Magill 
Tnylor 
Oliphant 
Gast on 
Uplwl 
Gibbons 
Lochhead 
llnas 
McReynolds 

Magill: 

H. :.I .Jr: 

Magill: 

H. :.t . Jr: 

r.lugill : 

H. l.I . Jr: 

:Jag ill.: 

ti . M.Jr: 

l.lagi ll: 

ll . lo! .Jr: 

llagill: 

r.lr . 
llr. 
Mr. 
l.lr . 
r.lr . 
Ur. 
Yr . 
!.lr . 

I've got a memorandum here from Graves that you 
might went to see - I don't know - respecting 
this problem of American citizens livi.ng abroad . 

Yes, I am interested . 

knd be pr oposes a method of procedure which s eems 
to me quite sound. 

Could you jus t boil it right down? 

Vlhich is that we send a r evenue agent over to Paris 
and London end attach him t o the Treasury Attvch& 
over there and do a little ~uiet checking up. 

I ' m for it. 

lae point seems to be tllut tbere are about four 
hundr ed tbousund hmericans living abr oad, of wbom 
only about s eventy-five thousand - or sixty-five 
t housand - a re r egistered witb t be American 
offici als . The unregistered ones are the ones we 
a re after. 

That was my suggestion- I mean I've been asking for 
it for a year . Do I sign any t hing? 

You s ign a memorandum to the Commissioner if you 
want to , but 

Well, I want ll1o to go with full credentials from 
Mr. Bull. 

1he essence of Graves' idea - they ' ve had a con­
ference with the State Department people - i s that 
we 'll get the best results if we do it quite quietly. 
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'dagill : 

l! .M.Jr: 

:.lllgill: 

!1 .1 . Jr : 

l4agill : 

i! . .!. Jr: 

/Aug ill : 
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Magill: 

H. :.I. Jr : 

llagill : 
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Oliphant: 

H. :.I . Jr : 
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Well , if Gr aves will talk with Yerle Cochran - and 
I menti oned it t o him last night - he' can tell him 
Just how - llerle Cochran used to be Consul General; 
he knOI'IS how these Consul Generals work it. He's 
here for a week. You know llerle Cochran. So tell 
Graves to see Uerle Cochran, because Cochran says 
there's s way to do it and a way not to do it. 

All right. 

But he says he can t ell you Just how to get it . 
You've got to have the proper authorization from 
the Secret ary of St ate tog et it. I' d like to have 
it f a st, because tnere is this one roan ~e still 
don 't know •••• 

Well, we •ve been Na iting on the State Department on 
the thing. 

Well, you' ll find you' ll most likely have to push . 

(On phone) If hlmer Irey is in town rot ni s office, 
t ell him to be here at 10:15 please . 

O.K. ? 

(Nods yes) 

'fllu. t els e? 

lothing, except whE!t goes on on the Hill, which you 
Know about . lhey' re going 11head this morning with 
the corporation taxes . 

All right . Anything else? 

(Nods no) 

Stay as long as you reel like it . 

I'll stay for five minutes . 

"'erman? 

Not a thlng. 

I got this memorandum from you. You're coming in 
this afternoon. 
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Oliphant: 

t! . II .Jr: 

Gaston: 

H. :.! . Jr : 

Ga ston: 

H.U. Jr : 

Gaston: 

Taylor : 

H • .I .Jr: 

Taylor : 

H. a .Jr: 

Taylor: 

H. !l .Jr: 

Taylor: 

H. lo! .Jr: 

Taylor: 

At three o 'clock . 

Herbert? 

-3-

Nothing, except I saw your fri end Talmadge, the• 
pot ato grower, of Long Island, &nd took cere of 
ni s troubles . 

Good . If you haven ' t seen David Lawrence ' s 
editorial in his own paper this week, it's well 
worth investigating . 

I 1 ve been r eading ni s columns in the Star . I 
haven ' t seen the United St ates News . 

It •s quite interesting, v ery effective . 

I haven't got anything else . 

Two things about that meeting this morning . 

Yes . 
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Which I don't know if they ' re of general interest 
or not . Murchison himself isn' t going to be here 
because his whole Insti tute is meeting at the same 
time and he ~esn' t abl e to cancel t hat. The other 
thing is that Southern Associ ation, which i s a large 
unit of this, apparently bad the same i dee indepen­
dently. 

Yes . 

And he doesn ' t wish you to t hink that there ha s been 
any leak . I assured him t ha t you would not think so. 

All right . Well, who ' s coming? 

Stevens, a fellow by t he name of Calloway , somebody 
who ' s .•• 

Oh , tops - he ' s t ops, Calloway, greet friend of the 
Pr esi dent ' s. 

Yes, tha t's the one. Plus somebody from the Institute 
whom Murchison is sending, plus Feis, plus Agricul ture . 
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!:!Gas : 

H. ll . Jr: 

Haas: 

H. ll. Jr: 

l:luas: 

l:l . ll . Jr : 

l:laas: 

l:i .M. Jr : 

Taylor : 

H. M. J r: 

Haas : 

H. l.! .Jr : 
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You (Haas) better have t hese other countri es the 
way you ' ve got France . 

At ten o ' clock . 
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Ar e they going to look l ike that for every c ountr y? 

I haven't s een t hem yet . I think subs t antial l y -
remember th e total - I t hink i t was something like 
t lla t . 

Will you t wist i t ar ound and show from the United 
St ut es how the dist ribut i on i s? Do it t hut way . 
Thi s is from t he Fr ench s tandpoint . Then do it the 
r ever se, showi ng how our expor t s have •. • 

uho they go to . 

I mean this is the Fr ench, how they t ake i t in. 
Then do i t f r om t he Uni ted Sta tes angle . 

Yes . 

I mean t he l eading count ries, then all other s . 
You s ec, in Fr ance her e, for i ns t ance, i t coes from 
1932 , 71 percent of their cotton came f r om us -
dribbled down to 51 percent; and the countri es t ha t 
the pick- up is in are Lgypt and Indi a . Tha t ' s wher e 
India ge t s so~e of i ts money to buy our silver, I 
suppose . 

All r ight • .but I ' m seeing you a t 11, r ight, Wayne? 

(Nods yes) 

Geor gi e? 

I di dn't mean t o r un out l os t night . Your operator 
t hought you wer e going on home after you • •• 

I t hought after I •ent home, •Gee, I told Geor ge to 
s t ay. • But you had gone. No, when I telephoned I 
wa s !lome . I bad alr eady lain down ar.d I was w;orried. 
I got up and I said, •Be t cha George i s still s itting 
t her e ." But you wer e smart . 
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a. '1. Jr: 

Haas : 

8 . :.! . Jr: 

Haas : 
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Haas : 

Gibbons : 

H. !I. . Jr : 

Gibbons : 

i'I . !J . Jr : 

Gibbons: 

IL\I .Jr: 

Gibbons: 
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I checked about six o ' clock. 

I was worried . 

I 1ve got a couple more of these countries . 

Give it to me . 

(Haas hands sheets to a.M.Jr) 

Lot of loose stuff on that . 

llllat 1 s that? 
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And t here 's some stuff on the automobile industry -
not cheery . 

That Collector Doyle- you apparently didn ' t see t he 
report . 

No . 

bomebody s lipped up on it, not giving you the f acts . 
I had seven men pass on it - Wenchel and Dow and 
Johnson - very compl ete report on the subject. Any 
time you ' r e reody , I 1ll di scuss it with you . 

Is he ell right? 

No, you wouldn't hire him or I wouldn ' t hi r e him, 
but you haven' t got anything on him . Agent says he 
is a drunkara , and when you bring him in you can' t 
prove it . Tommy 'l'hompson was out there; he talked 
t o him . Be drinks , but to say he is a drunkard, to 
say he said this or sai d that - it's all rumor, see? 
I don't see how you can justify not sending up hi s 
name . Be ' s done a fairly good job - good job at 
narcotics, and so on . :.hen you talk to hlm - if 
you talked to him, you'd - he 's just a pa in in the 
neck, you know . 

Well, the newspaper r an a story there tha t the night 
before I came he fell over in a hotel publicly drunk; 
the newspaper !'8D that story . 

They did? 
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H.M. Jr: 

Gibbons: 

H.M. Jr: 

Gibbons : 

H.M. Jr: 

Gibbons: 

H • .! . Jr: 

Gibbons : 

H. :A .Jr: 

Gibbons: 

H. lii . Jr : 
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Yes. ~he night before I got there . 

Well, get the newspaper. I know, but when you see 
this report - seven men - Morgan, Dow, Wencbel, 
Johnson, Deputy Commissioner Benner over there - and 
they a ll say tha t you wouldn ' t be Justifi ed in not 
reappointing him . Mac and I have discussed it. 

Well, I haven't got time, but -All right. 

Charley Hand is in town, called me last night, said 
he ' d come in and see me this morning; I thought if 
you had a minute to shake hands • ..• 

Well , 1f be 1d be here p couple..Jiinutes before 11 •• • 

O. K. Just •• 

Judge Mahoney was in last night . 

To see you? 

Yes, on Olympics - tax matters . Funny, be came in 
Vlith Murray Hurlbut, and Murray bas got no sense 
of humor. 

No sense of anything. 

"United States Governmentd:lesn1 t contribute a 
nickel; every other country does . This is a moral 
issue . " I said, •Judge, what haa morals got to do 
with taxes?" 

Mahoney laughed . Hurlbut Just died; never cracked 
a smile. 

"You don 't expect us to give you a ruling on whether 
you should pay a t ax on admissions - whether it ' s good 
or bad morals. We don ' t know - do business that ~ay . 
~e don ' t do - we ' re not interested in morals . We're 
just interested in what is the law. " 

Mahoney loved it, but Hurlbut - be's the best example 
of a sourpuss that I've seen in a long tima . But you 
wouldn't know that Mahoney bad been defeated. He 
looked fine and chipper . 

Regraded Unclassified



Lochhead: 

H. :.! . Jr : 

Uphum: 

H. M.Jr : 

Upham : 

H. " .Jr : 

'.lag ill: 

l! . iJ . J r : 

Haas: 

ll . ;J . Jr : 

l:laas: 

ll . :.I . Jr : 

Haas : 

I! . M. J r : 

Haas : 

H. !! . Jr : 

Bnas : 

241 

-7-

Archie? 

Bonds looked a lit tle bit better this morning before 
the opening . 

.1.11 right. 

Nothing . 

Well, what ar e you fellows - you fello1vs are so 
worri ed tha t t he boys wouldn' t write the story 
r ight. Uid they write it r ight? 

Oh, they came down &nd the experts strai ghtened 
them out, so they got it pr ett y straight this 
morning . 

Is t he story the way it happened? 

I haven 't yet had a moment to read it . I guess it is . 

Uid you (Haas) go over those f i gures or o •Donnell ' s? 

On t he undistribut ed? 

Yes . 

Yes, he ' s ·.vri ting it up . 

ol!lo is? 

0 •JJonnell. Crll!ll ~Vent over t hem when he wa s down 
here . 

So 'what is he wr i ting up, the combined wisdorn . ... 

Reconciling what was said, what ' s in the record up 
t her e, with the pr esent situati on a s indica t ed by 
the returns which have co::~e in to date . 

.l.nd what will toey show? 

It will show an error which is l argely attri butabl e 
to t his factor , that when the di vidends were distri­
buted, the br ackets which were select ed , or t he 
distribut ion scale which was selected, was bosed on 
past exper i ence, and it a ct ually di dn ' t work out t hat 
way ; tha t ther e ' s been a gr eat decline in t he people 
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who report large income. We made some allowance, 
but not nearly enough. It is probably due to the 
fact t ha t the surtax r a tes were boosted so high 
t hat some people •bo bed large incomes accruing to 
a single individual broke tbeo down by gifts and 
o therwise. So tha t ' s the most important factor in 
the difference in t he es timates . 

But the net figures a re the same? 

Oh no . 

I mean O' Donnell's figur es? 

It is around t hat, but not quite that way , because 
the other figure is not expressed in the same terms. 
You see, WcLeod made an esti mate on t he total bill, 
end tnis estimat e by O' Donnell was Just made on the 
undistributed ~rofits tax pri nciple in the bill; so 
it is not quite that bad . 

Vlell, all I say is, I hope I don ' t have to go up and 
expl ain it . 

i,'ell, i t' s .... 

Well, it couldn' t be ony wor s e . 

No, it ' s just t oo bed, but it ' s one of t hose things 
tne t 

It's bbout 400 million too baa, isn' t it? 

llo 1 
no , no t tha t much . 

About t hree . 

Only 50 percent. 

Send George end Guy up . 

How much, 50 percent? 

You•re getting hal f what you said you' d get. 

No, it's not- that isn' t f ar off, but it' s not quite 
that bad . 
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Well, it's pretty lucky we didn't r ely on it entir ely 
as a source of income . 

Yes, I should s ay it i s . 

:lha t ? 

I should say so . Another part of t his thing is 
that the total income t ax, you see, didn't come in 
in the level wh1ch we were calcula ting at that t1me, 
so that brings the thing down. 

Does tht.t mean we have t o make another r evision 
downward? 

No, this is all taken into 
we bave made since .••. 
took .... 

account i n these r evisions 
lJidn' t isola te thc.t , but 

~be six billion 650 - i s that i ncluded in there? 

1hat wa s oll taken .into account. 

I mean on the Pr esident ' s budget summation October 
17, or 19 - wa s that included in that? 

That NBS included in that . Doesn' t mecn that we 
bave to t ake another 200 mill i on off tnat , because 
in t not figure we were t aking the total corporate 
and indiv.idua l income tax. But if business keeps 
going liKe it' s been going - in t bat calculation 
we didn't f i gure that business was going to d~op 
off as sharply a s it has dropped. We cut .it down 
o good deal , but unless you could have known that 
the thing was going down as f &st as •. • 

What's that? 

Dusiness is dropping very r api dly now. 

. How l ong would it t ake you to give me on a slip of 
paper the estimates of &11 different kinds of 
t axes on c orporations, ~hatever the most racent 
estima t es are? 

vb, just • . .• 

Regraded Unclassified



H.J .Jr: 

H11as : 

H. IL . Jr: 

Haas: 

H . ·~ .Jr: 

Haas : 

H.U.Jr: 

'Jag ill : 

H.!d .Jr: 

:!ugill: 

Haas : 

H.M.Jr: 

Wugill : 

H.:l. Jr: 

!lag ill : 

244 

-10 -

Various different kinds of t axes on cor porations, 
what they will produce . 

~h, tha t Jus t t akes Just as long as it t akes a 
person t o write them . 

••hen you come i n at 11, could you bring it in? 

Yes , sir . 

:iha t the var ious corpor a tion t axes are be ' s estimated, 
now ne estimated as of October 19 . Uidn 1 t you have 
a n estimate then? 

Nell, we can give you this las t one. 

"hatever the last one 1s . 

I esAed o• uonnell s~verhl d ays ego to give me an 
estimate on the yield of the undistributed profits 
tax for the current fiscal year . 

No, I want the va rious different kinds of t axes on 
cor pora tions . 

Normal, undi s tributed , and capi ta l stock t ax . Re 
sai d you didn't have it broken down. 

Ob, w~st be meant, Ros , was tha t the - we have it 
br oken do\m t his way , but to t ake out and say wllo t 
increa se in r evenue the undistributed profits t ax 
added , then you ' ll ha ve to t ake, for ins t ance - you ' ll 
ueve to make t> n estimate even after you get your 
collection r eturns of what additional dividends 
•Kere forced out whicll woulcin1 t have been pc. i d out 
if tnls undistributed profi ts t ax hadn' t been · 
opera tive . Tha t ' s diff erent. 

'!bat's something else . I Jus t want wha t ever the last 
est imate was . I want the name of the kind of t ax, 
bow much you think it will produce, and wha t ever it 
was the l ast time . Huh? 

I' d like h copy . 

Par don me? 

I'd l ike a copy. 
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'./ell , I have a definite reason t hat I want that . 
And tnen tomorrow morning give me a list of all 
kinds of revenue expected from taxes, you see, 
plus everything - Customs - by classification; 
I aean tbe whole business . 

O. K. 

I 1d like thet tomorrow morning - whatever revenue 
1ve expect, neming the source . 

Yes, sir . 

~or this year . I'd like tha t tomorrow morning . 
~ut the corporation thing - 1 1d like to have it, 
if I could, w1 thin an hour. 

0 . !(. 

All right. 

Mac? 

(Nods no thing) 

If George and Mac would stay please . 
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~ORTHWE8TEIUI UNIVERlUTY 
CKJCAOO CAMPU8 

fhe Bonora'llle Ben%7 J'. :.Drgenth&\1., J'r., 

Beore t&%7 ot the rnu\I.Z7, 

Yaehi~~&ten, l). c. 
Dear Bira 

••Teaber 18, lt17 

In aooordanco With 70ur requoet I reTiencl the Ilail7 Bt&h•nt 

o! the Unitecl Statee rreaeury with Kr. Bartelt ancl with Ir. r~lor. Ia 

connection therewi th I &leo reTiewecl Kr. Boll'o eummation ot the li31 

budaet clatecl October li, li37 and the !reaeUZ7 Department'• releue 

4atecl JUl7 a, li37. 

It woulcl •••• that the eeeential neecl i e tor a aGre etteotiTe 

preuntation ot the peillte ill the Ilail7 State-nt ancl ia the bllcl&et 

current iD.tereet . rhie -::r 'lie acOOIIPliahecl throucn a 

aiaeograph -aoranclua to be eubai ttecl to 7ov. ancl ce~aill other cleeia­

natecl incliTicluale tor pereonal intoraation. 

It an7 ot the anal7011 ill thio aeaoranclua are to be releuecl 

to the public the phraeill& ehoulcl be tirot reTiewocl b7 the buclaet 

otticialo to &Tei cl poeei'llle ailillt erprot atioll of an anal71io ~en 

n paratecl froa the Maoranclua. •• atteapt hu beell aacle ill thil report 

to eclit aatorial for v.ee outeiclo of the clepartMilt• 
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SJ.IIPLK OJ PROPOSKD lllliBO.GRAPII 

Kxhibit A il1uatratee the content or the proposed ai .. ogra~h · 

Mr. Bartelt was kind enough to prepare the ten tables comprising 

that the prospective uaera might determine whether the 

propoeed ae t up covers the specific quertiona they have in mind . Among 

those diecuaaed area 

1. Ia 1t practical to recast the s-tion o! t.he Budget 
and the •Comparative Analysis o! Receipts and Disburse­
menta• appearing in the Daily Statement to set out acre 
clearly-

( a) "Ordinary• receipts and e.xpend.iturea (fable II) , 
(b) Social~ecurity and railroad re tirement 

program (Table III), 
(c) Loans and capital investments (Table IV). 

2. Ae to the Social Security and Railroad Retirement Program­

{a) The difference between the "legal" statue or 
the ae receipts and expenditures and the 
•public's" understanding thereof, 

(b) The amount received, the amount expended tor 
benefits , tho amount invest ed and how 
invested. 

(c) Has any part o! theae receipts been used to 
meat current e.xpen••• · 

3. Aa to the pub1ic debt-

{a ) Kmphaeiaiog certain elements which comprise 
the public debt at a given date (Table VII), 

(b) Accounting !or the change in public debt 
!rom one date to another date (Table VII). 

Kxhibit B illustrates the proposed method o! a tating at the 

Secretary' s Konday preaa conference• the effect or propoeed legiala­

tion upon the budget eo that the public may better understand how euoh 

legislation a!!ecta the balancing or the budget. 

Regraded Unclassified
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SOCUL SECURITY 

JATOBE OJ' DIDICULTY 

How to eat out t he receipta from aocial aacurity taxea aad 

the relat ed expenditurea il the priaary difficulty in an analyaia of 

the budget. The Daily Statement, Mr . Bell'• aummation of the 19~ 

budget, Treasury Department releaee dated ~Uly 2, 1937 and Table III 

of lxbibit A are all baaed on the eo-called "legal• approach which 

differa baaically from the eo-called •public" underatanding . 

•LBGAL" APPROACH 

2
,..,.. 
....... 

The Social Security Act, approved Auguet 14 , 193~, providea 

that taxea collected thereunder go into the general fund without being 

earmarked for any specific purpoea. Annual appropriations for aocial 

security purpoaee are made from the general fund wi thout regard to the 

amount of aocial aecurity taxes collected. 

ORIGINAL PUBLIC UNDBRSTABDIIG 

The Social Security Act wae •eold" to the publicae followa: 

(a) 

(b) 

Une.mployaent Inaurance taxae . Theae would 
be divided 9~ to the States for benefita 
and 10% for administration expenee . 

Old Age Benefit taxee . The collection• 
plue 3% interest would be held by the 
federal government for benefit p~ente . 

Bven tho not intentional, the impreaeion waa given that every 

collected from old-age benefit taxaa would be held intact for 

the benefit of the contributor! alao that the goveru.ent plan would 

auperaede private penaion plana . 

Regraded Unclassified



_,_ 
• 251 

The eumaation of the 1~38 budset ehowed: 

.t.otual Bet~te 
Yieoal Year 1~37 Yieoal Year 1~38 

under receipte-

Soei&l eecurity taxee 

and under expenditure•-

t 252, 160 , 839 . 56 t 605,5S6,000 .00 

VI. Social security: 
1. AdminietratiTe expeneee 
2. Grant& 

XI. Transfer• to truet acoounte, etc.: 

16,830,~5~.77 

166,~28,178.~6 

1. Old-age reeerTe account 266, 000,000 . 00 

The weakneseee in this presentat ion were: 

20,000, 000.00 
230,000,000 . 00 

425 , 000,000.00 

1. Bo indication that social security taxes listed under 
•other internal - reTenue taxee• included the federal 
goTernment•e 1~ ebare or une=ployment insurance tax 
receipte as well ae old-age bene!ite tax rece1pte. 

2. Bo indication th.at the grant& lieted under •social 
Security• (VI- 2) were payment& to etatee. 

It was eaey ! or the reader to get the impression that only 

of the t 605,5S5,000 was being transferred to old-&&• 

benefit& and therefore that the remainder was being used !or current 

expeoeee . This impreesion ~ae etrengthened by failure to &iTe an 

l•oco~mting for receipts to date , failure to explain that the • Grante• 

item represented payments to statee and by the tendency to emphaeise 

"lesal" aspect or social eecurity taxee. 

It would eeea that the federal goTern.ent has a •.oral" 

1gation to r eexplain Social Security to the taxpayer• in terma of 

"legal• approach or (b) the • trust fund" doctrine approach. 

It the "le&&l" approach is decided upon, Table III or 

could be ueed . In tact, the t 2o ,ooo,ooo adminietration 

inetead of in Table II ae eugaeeted by 
Regraded Unclassified
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!he 2~ aillion fic~re wo~ld be iooreaaed t o 4~ aillion 

•ordinar.r• deficit would be red~ced by a correapondinc ..aunt. 

It the •t~at fund• approach ia decided ~pon, an aocoun.tinc 

tor all old-ace ocllecti ona aho~ld be made. !he followinc fora .. Y be 

ueeful• 

Old-!ce Benefita 

1~~7 Katiaated Cumula tiTe 
to Date 1~38 to 6- 30- 38 

Receipta !1~4 t&2~ tn~ 

Transferred to t~et fun.da 2611 ~ ....!ll 
OTer CI 
Under ! 104 U! 
SUIIII&ry of tnet fun.4..-

Cash receiyf! =q~ ! 260 ,000 ,000 !420 !6~0 

Interest earned 2 1261 . 000 ? ? 

t267 , 2n,ooo .-r rr 
Benefit paymenta 0~ 000 ? ? 

Balance at June 30th 126'! 12o2; ooo I!!! 1m 
Bote that in the year ended June 30, 1~37 the tranafer to 

fund• waa 71 aillion dollar• greater than the receipta from old­

benefit. tax . 

!he t~et fund 1nyeatmente are limited by the Social Security 

United Statee GoTernment aecuritiee. The plan ie the eame ae 

heretofore used tor CiTil SerTice , Veterans , Postal SaTiDS• and other 

goyernment truet funde• 

With thie accounting there abould be a statement of policy, 

that a~propriation billa will be so drafted as to permit the 

t ransf er to truet fund of the entire receipt• troa old-ace benefita t &Z• 

A further adyantace may be deriTed f r om eucb a policy . Under 

preetnt plan the expenditure is fixe d in an appropriat ion bill and a 

ott in r eceipte i ncreaeee the deficit for the year . Under the 

a fallinc off in receipt• automatically reducea the 

expend! t11re thue haT in& no effect cn the balancinc of the budaet 

eucceated type of appropriati~n ia now uaed 

certain goTernmental actiTitiea. Regraded Unclassified
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Under either approach the public could be giTen a better 

understanding of the eooial aecurity problea by a tabulation which 

aho•e !!! tax•• collected under that Act and the -er in which auch 

receipt• haTe been expended . The following fora aay be uaedt 

253 

~iecal Year ~iacal Tear ~iacal Tear 
19~7 1938 1938 to Date 

(Actual) (:latiaahd) (Actual) 

Title VIII - {Old-age) 1194 I ~29 

Title IX - 1~ tor adminiatratiTe 
expenae) 118 77 

~ ' 1106 

Title IX- 9~ traneterred 
directly to truat 
fund to be paid by 
atatee for uneaploy-
ment benefita ~ ~90 

Total receipt• from social 
aecurity taxea 1 &411 . 11 , 196 

Title II- !Old-age Reeerye) 1 21111 • 425 

Title III - Grante to etatea for 
unemployment insurance 
adminhtration) :18 

- 9~ to truet fund 
( idential -ount u 
ahown under reoeipte) 21i14 590 

Grants to etatee tor old-age 
aaeietanoe , aid to dependant 
children, etc . 158 192 

Social Security Act adminiatratiTe 20 
expenaea 16 

Total. expendi t ure• 1m l t .§&! 

RAI.LROAD Ri:TIHBlWIT 

A aimilar eituation ariaea under the Railroad Retireaent Aot . 

budget ahowa 1118 &illion eatimated receipts and 138 million to be 

to truat fund , l.eaTin& a balance of 20 &illion which, under 

fund " approach, ahould alec be traneferred to the truet fund 

the budgeted receipt• are actually collected . 
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GIUIBRAL COIOIIII'J.'S 

Cllrrent intereet in the Tariolle tablee ooi!prieiJIC bhibit J. 

from month to •onth. Attention can be directed to epeoial 

adding a • comment• eection to each table aa tollowe • 

COID!BNT Oli GEliBRAL BUDGET SUlllWIY (TABLE I) 

t l,OBB , OOO , OOO public debt ieeues are to be eold to the 

tundll t~9~,000,000 public debt in hande ot the public ie to be 

the reeultant exceae receipte amou.nting to t 695,000,000 will 

cover the net deficit tor year ending June ~0, 19~8 . 

Table I ehowe that the 695 milli on defici t arieee trom1 

(a) Kxceee of general, including reooTery 
and relief, expendit~&ree OTer general 
reTenuee 

(b) Rxcees ot expenditures related to Social 
Security and Railroad Retirement over 
receipte from those taxes 

(c) Rxceea ot loans and inveetments to be 
made oTer r eceipte from such items 

Total net deficit 

594 million 

29 

72 
m -

• 

• 
• 

It the •truet fund" approach above referred to is adopted 

item (a) wollld be increased from 594 million to 676 million ; item (b) 

changed from 29 million exceee expenditure to ~~ million 

exceee receipte under Social Security Act and 20 million exoees 

receipts llnder the Railroad Retirement Act. 

Total• ot the receipts and ot the expenditure• haTe been 

retained in Table I to negatiTe the poeeible belief that !!! receipte 

and expenditure• are not disclosed. 

COIIlllUiTS Oli THI.ASURY :BALAJICB SIIDT {TABLE VI) 

Lieted llOder Aeeete are certain items of intereet t o Mr. Taylor 

obligations are doubtful . Loane and capital inYeetmente are 

to an indete~nate loee on final realiaation . Such loeeee are 
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roco~iaod in ~· bu4let of tho 7oar in Wbioh an appropriation bill io 

paeeod to rotaburoo an orcaniaation tor looooo a4aittod b7 it. (por 

It thio io not 4ono pro~tl7 ~· bu(Cot dotioit o aro 

It h oucc .. tod that ao ohango bo -d• tor tho tiM boiac 111 

the Dail7 StatoMnt. 

Kr. Bartelt rendered Taluablo aeeietance in ~e preparation 

ot thooe anal7•••· ~tonoiTo detail dota are aleo aTailablo ia hie 

I ohall bo ploaood to diocuoo thio report in aoro detail. 

l ncloouro-
lxt ra copies tor Xr. Tatlor and 

Mr. Bartelt who haTe not road 
thh report. 

Vor7 trul7 7ouro, 

Regraded Unclassified



JOR JRJI' 1 1 UP m .y 
Actul for f1.-l ,_. lN'7 

~ .. uaah4 for fhoal .,ev 

1938;..1--.J ~~ ~'-' r,,. 
I P'P" JlmQil 'M''f 
lx. mllioat of 4o1~ 

Bact lpte 

:ru u\8111 

-~· lp. 

General re~aaa ••••••••••••••••••••••• II 

Social lloGJ'1q &4 lialllroe4 .... 

tlr..eat ~· ••••••••••••••••••••••• III 

Loaaa a4 ctpital bnatacta ••• , •• • •• IT 

!Dtal reoeipta •• •••••••••• 

llp•41turt• 
O...ral ~tur····················· 
Reco9er,r aa4 r.ll.t •••••••••••••••••••• 

lab-total •••••••••••••••• 
SocW Seo-.uo!.q u4 billroa4 Jlltirr 

II 
II 

.. at Acta ••••••••••••••••••••••••••• III 

LoeDa and a.pltal lDTeat•entl ••••••••• IT 

S1Aic1D« t~m4 ( nanto%7 u bt ntu-ntt) 

!Gt&l apea41~ ••••••• 

~of~ture• 

~' Deticlt) ••••••••• 

it!CH! Of 15!!ft4ihr!t 
o-ra1, 1aoln41zlg ncowt7 an4 relief, II 

Soo1al lloGJ'lq u4 lla1lroe4 .._ 

tlre.ent £ota ••••••••••••••••••••••• III 
~total ••••••••••••••••• 

Loula aD4 oapital lanatll•t• • • • • • • • • • I? 

SI.Dk1zlc fiiD4 (t\aR\o%7 ubt lrlt11'w111h) 

111.'-l~t 4ef1oU ..... 

t... 11ak1Dc ~ ••••••••••••••••••••• 

nrww "' 4tftg1t 
Debt iDOlreue: 

•••••••••••••• 

In baD48 of ,abllo •••••••••••••••••• 

1a truat tu.la •••••• •• •••• •••••••••• 

a-r.l 110ftiJIC w- (lur•-> .... 

A DICII' I&M, c1ebot. 

ni 
n.I 
nn 

711oal -,.ez 
193'1 ,,.,,,, 

&.jilt 

15,007 
a.w 
7,8t8 

t36 
73'1 
lOt 

2, 8015 

. -lOt 
a,m 

lOt 
2.7Q7 

M3 
1,211 
l.lM 

711oal Ttu4./ll. , 
1938 1""'~ 

( ut1MttAl '""'"•ll 
• 15,886 

76t 
7M 

7.318 

t,??O 
1.no 

,,.,., 
793 
sao 
m 

• 

• 
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II. GPD" • IJaLliDim RIOOYDr jJQ) 
gwl( 

Rtctlp\1 
BeYtPU 

loco .. tax ••••••••••• •••••••••• • ••• ••• •• •••••• 
WiacellaDeoue iDt.raal ,. .. au. • • •• •••• •••••••• 
Tax on ~t enrie~At • •• •••••••• • •: ••• . •• •• 

Ou atoa1 •••••• ••·••••••••••••••••••• • •• ••• ••• •• 
l! lacellaneoua • •.• , •.• • •........•.•• . • ••• ••• ••• 

!otal ~oe1pta ••• ••• ••• • ••• •••• ••• • ••••• 

lxpt!ldUuru 
Depar -tal .. .... ...••.•... ... .. ...•........... 
JatloA&l defenH •••.••.•••..• ••••••• •••••• ••• ••• 
Yeter.ana' Ad8!D1atrat1oD •• ••• • • • •••··•••• • •••• • • 
.A,tricultu.ral ad.Juat•Dt proCr- •. .••.• . .... . •••. 
Cl•lllan CODaer.atloD corpa • ••• ••••••••••• ••• ••• 
Social ••curit7 actt 
~Dlltr&t1Ye ezpen .. a •••••••••••••••• •••••• • 

Intoratt on tbe pub1io d1bt (inc. $100M tor 
troet tuDde) •• •• •• • •• • • •• • • • ••••••••• •·••• •••• 

Retun4a of 
4

rece1ptl ••• 4, ••••.•• ••• ••••.. . .••..•. 
Orante t? ttatee b.r PI~ •• • • •••..•.•• • . •.• • • • ••• 
Go•emoent eJii)lOTMI ' ntlncant tw:.!e •• • • • .. • .• 
A4,1ua~4 co:rpenaatlon PA7M"' act (Gon1"11Dect 

Ll fe) •• .. • • • .••...•.•..••• ••• •• • • •• • . • ••••• ••• 
Supple.ental 1te .. • · ••• •••• • •• •• • •• ••• •••• •••••• 

Total ~·ral •••· ········· ·····•••·••• ·• 
Recover.y and rellet •• •• •• • •••••••••••••••• •· • ••• 

!Otal expenditure• • • • • ••••• · · · ·· ········ 

.bee•• ot e-xpeDilltun.J/· •••••••••.••••. • • 

rt.ca1,..... 
1937 

(Mtpel) 

• a.w 
2,181 

6 
4,345 

487 
:no 

5.042 

8'16 
856 
580 
534 
386 

16 

866 
49 

240 
47 

5,007 
2, 841 

7.848 

2, 806 

r11oa1 ,. ... 
1938 

(eetl•\!4) 

$ 2. 791 
2.ae 

15 
5 , 182 

494 
210 

15, 8811 

1. 001 
9211 
1180 
4711 
310 

20 

9211 
46 

235 
73 

180 

4.7'70 
1.710 

6, 480 

594 

l} lxclut1Ye of H clal e1cur1ts 1o.,.., and u.pHal lcftt-nto. ( S.. !abltt 

III and I Y) 
Y P•id fro.. rawblq tlln4. 
ZJ Tllll Budpt ,.., 4ttio1\ 1a f 2. '107,000,000 tor 1937 and $695,000,000 tor 1938. 

( s.. Pft«8 1) 
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111. &nslal Stqurlty ep4 Jp1lrpe4 ~et\rs"Pt Prqrrea 

rtltOAl year 
1937 

Ceptuell 

Piecal year ~ w 

src• ipta 
Social SeC'IIJ'i ty .&c\1 

Title Till (014-.ce ReaerTe) ••••••..••• •• • 
r1\lo U ( State Unnpl"71181>t Ada.), ..... , , 

Rnllroe4 let l ra:oct .&ct ••••..••••••.•..•••• • 
Total receipt• ( a .. Dote 1) ••....•••• 

~ 
!.rnfl'nd1turta 

SociAl SoeurH:r Act! 
Title 11 (Old-ace Reaerre) ••...•.••• . .•• • • 
Tit l e Ill (Grant• t o S~teo f or Un.-plOJ-
••t .&4111Jl1atratloc) • .• .. • .• . . .•.•. . ..• •• 

GrAn\1 to Statea (01!-ag• aa a1at 41lCI an~ 
c14 to ~ID4ant cb114ren, e ta.) • •... ..• • 

Railroad lotlre'""t .&ct . .. ..... ........... .. 
Total expenditure• (aee J ete 2) •• . ••• 

b c eoa of 81r!)ettcl.1 turea ..... ....... . . . ...... . 

265 

9 

158 
It 

4)6 

184 

1938 .,., .. ..,. 
CeatlMtctdl t~) 

529 
77 

15S 
764 

425 

JS 

192 
m 
793 

29 

~oto 1. CollecUona under otate _e,.,l~t 1-• are dh14e4 90 per ee"t t o 
the atatea an4 10 per cent to tu Unl ted S~tea. 'l'be 90 per cent 
aoplical>le to t h e o~teo , .. ountin& t o $29ltil for 1937 and u eoU.•t• 
of $59011 for 1938. 1o not l nclude4 in tbeoe flprea. Por all tran.,. 
actlono affeotinll: t.he Sciclal Securltt and lallroe4 Retireaent Procr• 
f or t h e fiocal year• 1937 and 19JS, ..ee tdhwl •s I a :; Ill ••~f ~· 

!:ote 2. Social SeC'IIJ'it:r ect.l.niotratlYe e"J)enaeo, u<Nntint: t o $1611 for 1937 
and ,an .. t~te of $2<* f or 1931 , are includ.e4 under ._..,oral erpendi-

t una. 
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It. 'M'' ed pettet tp••S-\• 
( .,.,., •• ,~ "r•,~,-ji.,_ s) 

Rtgelpta 
h•olY1ac tlaada: 

COIUIOd1 \7 er..u t Corporaun. •••..••..•••.•••• •• 

lara Cre41t J4a1Dletratloa···· ·· ········~·~ ···•• 

Publ i c: Work:e Ml.alaletratloa· I I. I. I. I I • • • ••• ~ • ••• 

~ort-l~r\ laDk ot WalhlactoB· ······ · ·· · ·· ··• 

lecoaatroctioa l1aaace Corpora\1oa • ••••• ••• ••• •• 

Other I 
Jar. Cre41t ~1etrat1oe •• . . .....• ~ •• . ~ •.• . . ,. 

Jaderal R~•iiiC ~a1atrat1oa • •.•••••• . •• • •••• • 

totel rec•lp\ a, •.•. • .•• • •••• ••...•••••...• • 

IIP•4ttw•• 
l~ol•1a« taadal 

oo .. o41t7 Cr~t Corpo~tl01k • . . ••••.•• . l ••• •••• 

lara Credit ~etratloa •• ..•••.....•..•• •• . . • 

Public Worka ~a1atrat1oa • ••••••• •. •••••. • • • • • 

:&rport-l~n leak of Waahiactoa •• ••••• ••••• .• •• 

lecoaatructloa Jlaaace Ccrporet loa ••..••..••••• • 

Other a 
lara Cro41\ Jd.1D1a\ra\1oa ••.•...• . .••••••••••• • 

aUral ~ac\rlf1cat1oa A4a1a1atrat1oa •• •• •.••• ••• 

Jaderal 1.-d bulral 
Oepl \&1 1\0Clco I I I I e e I I e e I I e e I I I I I I I I I I I 0 I I I I I I 

Pa1tl-1D WJ"plu.a. I •••••• • •• I. I I ••• I •• I ••••• •• I . 

110M lou ~'-·I p ! 1 I I I o e I I I e I I I I I 0 I I I I I I I o I. I I 

...,rceCT ho11.a1Dt; . • ••••• .. .•.••••. . .••• .. .• •.• •• 

Jaderal R~•iiiC ~atra\1oa •••• . .•••••••• •• •• 

r~ Security 44m1aJatrat1oc ••. •.•• .. •.. ~ .•• • . •• 

!otal esp.n4Jtur••·· · ··· ·· ··· · ········ · ·• •• 

ltxceu of apea41turaa (1aoreell 1D "reconrabll' eueta) 

J'1Mal :r-1' 
19}7 ,_.,.,, 

1~ 
16 
11 

139 

I 

1,020 

20 
26 
67 
10 

lio5 
21 
10 

- II 
35 
21 
51 
25 

"' 737 

213 

259 

J1eoa1 :r-1' 
19)1 ,,,,,_,,, 
15 
10 

109 
I 

590 

10 
_j_ 

7111 
=-

115 

711 
II 

Iiiio 

II 
)2 

.. 
31 
II 

~ 
~ 

120 --
72 -
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t. fnU "'en•• AI 

ses•1''' 
Old~ roaerre ac coua~ 1 

:r1eoal 7M7: 
19)7 

'"'"'' 

Tracafor a fro. ceaoral tuD4 ( a .. table 111), • . . • •• 265 

Iatereat en mea\-h.... .. ... . . . . . . . . . . . . . . . . . . . 2 
Uco>p1o,went truat tuDdl ( a.. Ioto 1 , !*bl o Ill) 

Da-poa1 t 1 b7" et.atee, • • •••• • . •• • : ••••••••••••••••• : . 292 

ln\ereat on ln.ea\ ..at a... . ... ..... .. .. .. ... . ..... 2 

Ra1lro&4 ret1reaec~ taA41 
Traoafera froa ceDerel tuc4 (See !*blo III) ••••.•• 

In\ereat on 1n~eet..ata ••• ••• • •• • •••• •••••• ••• •••• 

Other ~tuat taAda . ... .. .. . . . . .. .. ... . . . . .. ........ ,....,m 
! otal r ecelpta • •. . . •. •..• •••• .•... •••• • ••• • l~-72 -

lipp4imne 

014.-ece reaoru aeooaat (b•efi\ ~ ••h) ... .. .... 

Une..,loy~~ec~ truat hn4 (w1tbu•al• b7 ay~oa) . .. . 1 

!la1l~oa4 r eUr•oat taA4 (bcefit ~to). ... .. .. -

Ot her truat tua4a • . •. ....• • ..••..• .. •••• .••• .. • ••• • --J62 
Tntal apeD41to.roa. 4.. . . . .. . . . .. . . . . . .. . . .. J6J 

-
I pyoet "Ptl 

014-ai• rea•"• acoCIIlllt .. . .......... .. .. · . . . ... . .. • 267 

Uca.p1oy~~ect troat twad • • • •• •• ••• ••• •• ••• •• •• •• •••• 29) 

Ra1lroll4 rotir.MD~ tuc4 .. ... .. . . . .. · • .... · · · · · · ... -

Other .. .. ... .. .. . . .. .. .. .. . ......... . ........ . . . · · ·~ 

t otal iaYeat~••· · ·· ··· ····•• • ••••·· ······~ -
Total erpocd1tur•• ac4 1cTootaecto • ••••. .•• 1,519 -

hceaa of receipt a ~er a:pedit'tU'tlo lo 1 ....... t-h ... 

!:leu a of erpedi turoa lo 1,...oat-U ~or recoipU 107 -
t1 ltlo1Da1~· of co14 1Jaor-•t u4 -.u .... Vtllleutlou. 

l Iaol\\4H tiiOOII s.an ... , Ia ..,..w 1-• to ,. 

U.1te4 hatoa Oota: aa\ LUa Ill · a Jl:.a a4er Ule 

.&d.J.'ute4 0 4 IDM\iaa ,._, £at af lao 

Ff4•'WA 
,..A'"' 'f 

:r1eoal 7M7: 
19}8 

Ceeuese4l 

la2!) 
15 

576 
111 

1)8 
1 

-22!l 
1,)9) -

-

-
1,)79 

-
--

260 
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n. '"MM7 ., w • 'b'd 

.uaeta 

C&ehl 
IDac\1•• &Ool4 ••• • • • •••.••••.•••••• • •••••••• • •• •• 
Oold. 1Ao~\ ••• • • •• •••• • •..••..•.•.••• • ... •• •• 
Se1CD1oract (a1l•er) •• •• •••.• •••• ••• ••••• ••••• • ~ 
l orlciJtc "balano• .•..••.. , .. • ..• • ••...•••••. • • .• • • 

To\al. caah • •• • ••••••• •• ••• •• ••• • •••• • ••• •• 
Jxcbanie S\ab111t&\1on JUDd • • •• ..•••• ..••••••••.•• • 
rore1cn obli,at ion• (principal) • •••.• •• ..•••••• •• • • 
Loana NUl capital 1n•eet:oenh (cl.et.ilt in T&bll IX) . 

'total aaee\1 . • •...................... • .•• • 

J.11lbll1Hit 

Pobl1c cl.eb\1 
In b&D4a of ~lie ···························••• 
lD trut tlmdl (cl.eW.ih 1n table X) ........... .. 

T·ruet t\m41 ( oa,ah) • •• • • •. · • • • • • · • • • • · • • • • · • • · • • · • • • 

total 11ab111\i ee ••·· · ····· · ···········•• • 

. . Oet1c1tD07 ••.••••. •• • •• •.• •• •.• • • • ••• •• •• • • •••••• • •••• 

neaal Tear 
1931 

(!ftW) . 

$1,087 
1.U 
366 
9?0 

2 , 564 
2 ,000 

12,015 
3, 968 

20,537 --

33,387 
3,037 

a.m 
596 

37,020 

111,4113 

neal Teaz 
1938 

Ctat1•tt4l 

$1,587 
141 
w .. 

3,088 
2 ,000 

12,0111 
4,040 

21,123 

33, 414 
4,1211 

57,111 
610 --38,zat 

17,108 
= 
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TII. Publio n•• 
.lup• JO 
l9li 

Grnu dtl>\ 
a. I n Landa of public& 

Golcl purc!>&aaa ... .......... ...... ......... . 
Other •• ............ . ....... .. .......•....•• 

b, lD t ruat f ont a (cletaU• 1D Tabla X) ...... . .. 

total. •. ... 0 • •• • 0 •••••••••••••••••••• 

Prn 1cu.a 1.r .. .. o ••• • •• 0 • o •• 0 •••••• 

Iocreeae 1D the public 4Abt •.•••.•• • 

lDcreaaa \ fund•· .. . ... 0 0 •••••••• 0 ••• 

b. l nCUClU 1 "'"da of public 
(colcl ~, .. ) .. ....... .......... ... . .. 

c. locreaaa i mae of ~Ubl1C (other) , ,,,, , ... 

d. D~cr•e•• [DA end& of public (other) • •..•••.. 

l ,OS7 
}2, 300 

3 031 

1,:?16 

1,081 
34} 

2 ,61;6 

.Jn pe 3Q 
l9Jl 

~·~ 
1,1~ 

1,085 

500 

- 393 
1,195 

Regraded Unclassified



Ult ger POSiflQI 

a. laactl.e call •••••••••••••••••••••••• 
b. Gold 1nc1 ' ••••••••••••••••••••••• 
c . S.1CD1oras- •••••••••••••••••••••••••• 
d , l'o""'ac bUaDI:a: 

OeDeral ••••••••••••••••••••••• ••••• 
•••••••••••••••••••••••••••••• 

~GQI ,._r ••••• •••••••• •• 

lJicreaM ( +) De;cre&M (- ) , , , 

Sourct of l pgrto• or 4tsztr" 

a. Oo1d parcb&Ma ·•· ··········•·•······• 'b , SUnr pardlaeea ••••••••••••••••••••• 
e . Deer- ill t;eMral wo~ llalazlea •• 
d . Daeraaee ill tru.t ac~h . ......... .. 
e . Zl:ea .. ot t=at t'Wld raea1ptal.t;'\~~f~J 

.r.. liD, 
lip 

1,087 
14.1 
3116 

3715 

2 .§82 

128 

+ 1,087 
+ 40 

1 ,148 
107 

~ 

.r.. liD, 
up 

1,158'7 
14.1 
3lle 

37. 

s,S 
2.MI 

+ Ill<& 

+ 1100 

+ lt 

+ ;u 

263 
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flpystt4 phplly troa Acmen•nt "n"•a 

Recoeetruotioe 7iAamce Corporatioo •••.••..•.... •• 
Co.eodlty Credit Oorporatioa •.•..•. . •....•..•••• • 
Jxport-I1111>0rt ...U: ot W&lhiec\oe ••.•••••••.•.••• • 
Public Worke 4d•toie\ratioa •.•• . •• . ••.••.•.••..•• 
! e&ioeal Acricultural Credit Corporatioae •.••..•• 
Productioe Credit Corporatio••·················· · 

ll.ilrca4 Collpall7 ...... .................. .. 
1]. '· llarlU•e C~lliOD . .. ..... ............... . 
War ... r~cY corooratioae aa4 areectee •.. . ..... • 
0 \hn. ( Avf1.1f.<f~ l<•t). .... .... . . . .. ........ . . .. 

hb-total • . . .... ...... . .. . . .. . . .. . .... . • 

F1puot4 Mttly trqa Aor•m=nt fpp4e pd 
R&rtlr frpa priyatt fgpde: 

7hoal year 
19)7 

'"'"'' 
1,491 

123 
111 

1115 
27 

121 
114 
S7 
II 

657 

2 ,721 

federal Lota4 Bllllo:e. • . . . . • • . • . • . . • • . . • . . . . • • . • .. • 292 
federal Ioterae41ate Credit Janke. .......... . ... 104 
Je4eral fare Martcage Corpcratioa. . ........... .. 177 
Banke t or CooperaUYae . ............ ·. • • .. . • . . .. • 154 
Ro• toaD BaUe.. • • • • • . • • • • • • • . • • . • • . . . • . .. • • .. • 121 
l!o• Ooleere' x-.o Corpora \lOll.. ................. 6s 
federal a.rtoce ltll4 .Loe Iawrltllce CorporaUoa. .. lOS 
7icleral larlqe ltll4 Lou .UaociaUoee....... ... . 118 
fe4ere1 Depoeit Ia~ee Corporatioa. .. . .... ... 150 

llul>-total....... ...... ... . . ... .. .... .... 1,222 

l!o~• Orner•' loan Corporation ton4a... . . . .. ..... 25 --
C)rao4 t otal .. C.T."..,If.~. P..L....... .. .. . . 3,9611 

71aoal 7Mr 
19)11 

Ceetlattd) 

1,)41 
22) 
lll 

110 
27 

121 
411 
S7 
II 

775 

327 
1o4 
177 
154 
125 
6s 

l Oll 
118 

150 

1,261 --
25 -

4,o4o 

• 264 
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X. Go!•m=t lepprltlt• BelA 1p tmet .Memt• 

Special •••••••••••• .•• o •• • o o o • •• • •••• • 

Other •••••••••• • ••• o ••• o •• o • •• •• • •• •• • 

redeTal Depoalt lllaurance CorporatlODI 
as> ectal ••. .•••• •• .•••• • • ••.•••.• • •• ••• 
Other •• o ••••••••••••••• • ••• o •• o • • •• • •• 

IJ>eclal ••.•..•••.••••.•••• • •••.•.•••• • 
Other •• ••••••••••••••••• • ••••••• • • • •• • 

llutual llorlpp lllauraACe J\mdl 
- ecw .. ............ 0 ••••••••••••••••• • 

Ot her • •• o • • o •• o ••• o ••• •••••• 0 • ••• 0 •• • • 

7ederal S.Y1~ aDd LoaD lD-• l'lmdl 
SJ>tclal •• o ••••••••• •• •••••• • •••••••••• 

Other ... .............................. . 

:rtaoal rear 
19.37 ,_.,.,, 

17 

01• 11 ler.lce Betlre..ct eD4 Dlaehl l 1tr ruada 
6 

J09 
2) 

8pae·1al •• •• • •••• •• • • ••• • • • ••••• • •• o • •• 

Other. o • •• o •••••••••• o ...... o. 0 ••••• • •• 

Uclted ltetea Oonrc-t Life ba. ruadl 
S))eo1&1 • ••••• o ...... . ................ . . 

Otbe.r • • •• • o ••••••••• • •••• o ••••• •• • 0 •• • 

D. C. 'hachen' BeUreMDt Jwodt 
lpeclal • •.•••• 0 •••••••••••••• 0 •• 0 • 0 • •• 

Othe.r •• ••. .• •.•..•.•••• • ••• • . .•• • • • • • • 
All.,. Propertl' Cuatod!MI J'lmdal 

&p.c1al . .............. . ...... ... .... . . 
Ot her ....... .. ............. . .......... • 

1Jtec1al • •••. 0 •••••••• • •• • o ••• o •••• o o • • 

Ooeo~plo,..et !nat 111ac11 
lpeoialo •••• 0 •• 0 0 ..................... . 

Ba1lro.c1 JeUrnont ~OCNA\1 

IJtec.lal ••.. 0 • • •• • • ••••••••••••••••••• • 

llh cella-• .&co-hi 
llteo1al •• • o ••••••• o o o •• o •••••• o ••• o • • • 

Otber. o ••••• • •••••• o •• o •••••••• o • ••••• 

..,...,lal ...... 0 • • •• • •• ••• 

0\ber • •.•• o ••• o • • • • o • o •• 

k• TA/ILT II. 

,00 
211 

-
JO 

267 

)12 

-
• 

l,557 
,l,lilo 

71~ rear 
19)1 ,,,,, .. ,., 

19 

9 

).}4 
2) 

,00 
251 

• 

Regraded Unclassified



.UIBJ.'! B 

PROPOSIU<m 

.. thod ot atatiDC at Bacretary'• Monday preaa oonterenoaa 

etteot ot propoaed lecialation upon the budcet eo that the public 

underetand bow auoh lac1alation attecta the balancina ot the 

BYGGIBTIO• 

!he following term ot report ia auageated to preeent each 

etteot on the budget ot propoeed action by Congreee . The 

change• may reflect billa introduced or only billa recommended by 

'l'eek1y Report 

Budget­
Receipt• 
:lxpenditur .. 
Balance- Surplue or detioit at (date) 

Ktteot ot propoeed ohangee by Congreea­
(1) Inorea•• expendit ure t or xxx 
(2) ._tiaated increaee in receipts troa xxx 

:Ito . 

AdJueted detioit at (date) 
¥et inoreaee in deficit it propoeed changee 

are made by Congreea 

• 
' 

' ill----··· • 
!he toreaoina report can be aaplitied to ehow receipt• and 

expendituzea eaparately, to w1ta 

Budgeted reoaipta 
Budgeted ax~endituree 
Deficit at (data) 
Ktteot ot propoead ch&DC'• by Conareeea 

(1) Inoreaaa expenditure tor xx 
(2) :let1aated increaea in 

receipta troa XX 
A4J .. te4 total• to 4ate 

~odpte :lxpanditurea B!,lanoe 

XX 

p 
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( 
H.U.Jr: 

Operator: 
Brien 
l!c!Jahon: 

H.M.Jr: 

!! : 

H.ld . J r: 

).1 : 

H.!.I . Jr : 

u: 
H.J.! . Jr: 

!J : 

( H.M.Jr: 

M: 

H.M.Jr: 

IJ: 

H.U.Jr: 

Ll : 

H. tJ .Jr: 

lA : 

H.M.Jr: 

u: 
H.Ll .Jr: 

(_ M: 

Hello 

Mr. lilo»ahon. 

Hello. 

Hello . 

Mr. Secretary? 

Talking. 

McMahon speaking. 

Yes. 

In re : - Yr. Roeenwal4. 

Please . 

November 19, 19~ . 
12:10 p.m. 

That is on ite way to Philadelphia. 

Fine. 

I shall keep you informed. 

' 267 

That's awfully nice because he did seem terribly 
upset, and it was out ot our- we couldn't do anything 
to help him. 

Yes. 

Ae I told Irey to put hie ma.n in touch with the 
Department. 

Yee . Vlell, Irey came over himself, and I got it 
started in Philadelphia. 

Fine . 

I' ll keep in touch with you. 

That ' s very kind of you. 

All right, sir . 

Thank you. 

Goodbye . 

Regraded Unclassified



November 19, 1937 
' 268 

'IJaUecl 8iahal Co\toa ~na ~ Ocnm,.,. of DeaUuUoa 

Ooun\1'7 19)2 19JJ 19)4 19)5 19,30 19J7 11 

( !bo1111U14a of -.uuuac llalaa) 

11,916 11,)5) 5o75J 5.1161 5.1109 J,}lll 

Japa 2,2119 1,11111 1,~ 1,5111 1,J56 Ill. 

Ge~ 1,7112 1,65) ~ 691 1136 
O'nited 1111&4o• 1,11117 1,4119 ~ 1,189 1,2)1 7111 
,_. 1111 ~ ~ 719 367 
Iw.q 697 ii9J Jllo 3311 
Ch1.Ba 5116 Jll 2S7 116 17 9 
Spaia 322 JOJ 248 2112 95 
Canada 11111 21) 252 2117 2611 1711 
:Selp• 1511 ~ 90 1611 1)11 99 
lletber1aa4a 1)9 711 70 6s 65 
Polaa4 lll 229 209 271 212 106 
Sweda 67 69 1111 112 116 55 

- 611 29 111 1 -
367 275 1115 21111 1117 136 

Peroeatace D1atr1bQ\1oa 

100.0 100.0 100.0 100.0 100.0 100.0 

Japea 25-2 21.7 )0.2 25·9 25.1 24.0 
GerwaJIT 19-5 19.11 12.9 10.1 12.1 12.9 
O'n1te4 ~hp!o- 16.7 17. 11 15.6 20. ) 22.1 2).1 
J'raace 9-1 10.2 7. 11 10.1 1J.J 10.9 
ltal7 z·ll 9-6 11.6 7·7 6.) 10.0 
Chiaa .6 3·7 ~·0 1.5 .J .J 
Spa1a ) .6 3·6 ·~ 

4.1 1.7 -
Cu.a4a 2.1 2.6 II. 11.2 11.9 5·3 
Belcl• 1.7 1.1 1.6 2.11 2.6 2.9 

letber1aa4a 1.6 1.5 1. ) 1.2 1. ) 1.9 
Polaa4 1.2 2.11 3·6 11.6 3·9 J.l ...... . II . 8 1. 11 1.11 1.6 1., 

IIIla ala - .II ·5 1.9 - -
ou..r 11.1 3·3 J.2 11.2 J .ll ll.o 

il .,...._aoa'll total 

( lll'Oel n.pan...\ of Co-l"N· 
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' 269 
0) 
<D Novecber 22 , 19.37 
C\1 

.. Cotton: Commerolal nroductlon, carryover, and consumption ot all cotton 
and ot American cotton, by crop years . 19.32 to 1937 .!/. 

(ln t housand ba1es} 

Year beginning August 19.32 1933 193~ 1935 19.36 1937 if 

World nroduction, 
23.~61 26,066 all cotton 2), 050 26, 320 30,700 3S,l20 

0-llrryover from 
18, 336 17 ,116 pr evious yeer 17 , 5~ 15, 072 13 , 6~ 13, 313 

~orld consumntlon 2~ , 651 25, 602 25 . ~f!8 27,708 30. 991 

Production, k~erican 
cotton gj 12.961 12 , 712 9 . 576 10,~95 12,375 18, 020 

Cerryover from 
13,263 previous yee.r 11 ,809 10 , 701 9 . 0~1 6,998 6,235 

~orld consuaption. 
~erican cotton 1~ . )85 l 3, 7ac> 11,206 12, 503 13,093 

Consumntion i n 
United Stat es 6,ooll- 5 .553 5 . 2~1 6 , 221 7 ,768 

Source: ~lew York Cotton Exchano;e Servi ce . 

.!/ Uni ted St a t es nroduction i n thousands of runn1n6 bales ; for ei gn producti on ln thousands 
ot bel es of ~78 nounds ne t . 

2/ I ncludes ci ty crop. 
11 Prelimi~nry . 

Regraded Unclassified



-
A ' • 2-:':J 

1.8 e..-euene 1oo•1nc tow&J"4 u 1aoreaM<I uee or oouoa, 

\be rollow1n« le wubalcte<l: 

1 . The pro•~t planning and adoption or a aa\1onal 
adnrUe1ng oppatgn to encourage \ he use of oon on 
pr octllo\1. 

2. rhe r or•ll la\ lng ot a progr~• \ haC would per~l\ 
gotcon to r.place 1n part the ueee or 1•porced JllCe 

~~~-- tabrlce. 
~ 

~. The nanctllng or cotcon and cotcon goode 1n 
reo1proeel t rade agra~ent nago\Lat1one in eucn a way 
ae co extend rorelgn out l ets. 

4 . 'rna worll:\ng out or a M\Dod under whl ch "faec 
qllant1Clee or much nooded cotton goo<l8 c ould be ex~orted 
t o RU!O t l ll . 

&. '!'be eiU'ly purc.baee by cne Govorn<Mnt or 1 te 
cotton goode requirements t o whatever ext ent le ln 
llaepl ng 'T1 tn t he budget poe1t1on. 

8 . The encou~Hnt ln every way of t.he 
Oep&l"t .. llC or Agrlculeure ' e pro«raa t or axtenc11n« 
tne '!lee of cou .on aat ertale ln road bu1ld1ng and t or 
other purpoeee . 

?, Tne appropriation ot tunde t o ap~ prl"fate 
arenc1ee •nsase<l 1n p~•ot1ng the uee or cotton an<1 1\e 
pro<luo u. 
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L:S 

SEer£ tary of StatE , 

Washin<;ton. 

1626, NovcnbEr 18, 4 p . c . 

~'OR T!i£ TRE-\dtJRY. 

ORAY 

Paris 

Dated November 18, 1937 

Rtc 1d 3 :14p. m. 

A fair acount of ~usincss was transacted on the ex­

changE n1arkEt with thE trEnd rati!Er in favor of the franc. 

SterlinG quoted at about H7 . 15 , an& thF. dollar a'tlc'-'t 

29 . 41 and 29 . 45 . We arc told by our market contact that 

thE fund probabl y acquirEd about one- half millivn pounds 

stcrlinc and "several" million dollars . 

After showin~ some strength at the opening, rcLtEs 

closed about even wit~ the level or yesterday. Other 

securities were (?) and without any important changes . 

ThE Bank of France statEmEnt ci.atEd November 11 pub­

lished this after noon, shows an incrEase in the gold 

rcoErvcs of approxi=t~ly 3 , 200 ' million fran c . Conm~cr­

cial di:~counts d own 334 million . ThErE v:crc no changes 

un<cr advances to thE state . State circul ation down 

9-11 •nillion . Deposits up 3,700 million due , no doubt, 

tO thE deposit by the fund Of thE franc proCEEdS Of thE 

sale 

Regraded Unclassified



J 
. ... 272 

LI~S 2- No . 1626, November 18, 4 p. m., from Par~ . • 

salt o~ ~old to the bank. Percentage or gold covEr 51 . 81, 

comparEd with 51 . 27. 

ThE rEport or foreign trade for October shows an 

unfavorablE balancE of ap?roximately 1 , 300, 000, 000·franos, 

wh ich is closE to thE avEragE monthly unfavorablE balancE 

of the prEcEdinG nine months ExcEpt as concerns FEbruary 

and JunE whEn it totallEd nearly 2, 000, 000, 000 francs for 

each of thESE months . Total unfavorable tradE balancE toT 

first tEn months of 1937 amounts to 14, 600. 000, 000 froncs . 

\'IILSO~I 

KLP :CSB 

Regraded Unclassified



PJJW>IDU.SI or TI:LIG!Wt RI:OI:IVI:D 

JROJl; Aaerican llt'be.aeT, Pari a, France 

DATE: IOTuber 18, 1937, nocm 

10.; 182. 

FOR THE TREASURY. 

We have been confidentiallT informed by an official 

of the Bank of France that the stateaent of the Bank for 

the week ending lloveal:er 11 (to be published this afternoon) 

will show a gold reserve in~reaae of four billion france 

whioh the fund baa sold to it. We were also told at the 

same time that the fund has been able to retrieve only a 

COIIp&l'at ivel:r Bllall &IIOUilt of foreign currenoiea since the 

last date on which we received information in this regard, 

Reference was made to possible ways and means which 

the Treasury ma:r be contemplating in order to provide for 

t he sterling which the fund is expected to furnish in 

repa,.aent of the British credit; t he replT waa that some 

conaideration was being given t he matter. Our contact 

added that while recourae could be bad to the adv&Dce 

account at the Bank of France, 1t was probable that 

onlT aa a last resort would this be usedJ he is under the 

iiiJ)reas1on that the TreasUry is ll&lt1ng effort& to get 

funds in Aaaterdaa, but on thie point be was not abl e to 

. 
give deta1la or definite i .nforaat1on. 

nLBOI. 

U;Lft 

Regraded Unclassified



.TR 

726, lrovr::nb::r 1: , :; :o •. ::! • 

CRAY 

London 

D~ted November 19 , 1S37 

Rcc 1 c~ 2·12 9 . m. 

Very ;uirt ccrcitior.s prev~ltC i~ both the cY.ch=nce 

•.nc:l :a:cuxit;. •·:.t' 1~eto t<X.=.y; the n.tit,,. t of 1:1:.rkinc, tinE 

l.o 1f =yth:l.nt .::rollin;,; . 

In::.s"'uch "1:. l:}'l c vim:: oo:pr£3!1 c.:". i n tod~y ' o lt c.din~ 

"'rt1cll: i n the 1'!! C: S on t~c _·rrnch citu=.ticn :>.rc in 

!'onson::mct \71th those held in 3r1tioh officiol. ::.m c i ty 

c1rcltn, they 'U'E c U11:1:lrizcd btlO\ ' : 

(1) L:.nt month1 o canton~ elect1ors ohowcd that 

Fr=.nc£ :'.ll ~. uholt fnvorE d i ta zovtrn'l!cnt "" prEsent 

conati tut£G -- a ~ront ropulairc Covcrnme~t under Radical 

dirEction; furthermore the C~vernm£nt ~o ctca d1ly g~tn 

:tron...:tr ::;in c£ thEn :-.nci t!.l£ Tar4itu-Rocqut rcvcloti ono 

h.:'.vt furthe r diocouro,:;cd the idEo. of tht Ri {]lt trl.ng 

R:\dicc~ s b'~"to.kinG ruvo'J from thE Front Popul oir£ to form .o. 

co:'.lition tli t h th£ more con::: ervntivE clemrnt o, ThtrtfoN 

' • 
du:p i t c divErgcnc i co of vinta "thfre now o Ecms evEry 

l1ktl1hood th.'\t t l:c ttJO s£c ~1ons of the .'ront Popul:l i rt 

tJi ll 
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nill bE ablt to hold toccthtr" . 

(2) ThE Covernmcnt he~ clso been :trengthcncd by 

t l'tc "m.~rked ill!!li'OV£mrnt in tl>.£ monetary a nd financi al 

:1t~tion cau.oed by the r e flux of exported ccpita l during 

the p:lot month or so" , The r£paymcnt of t:1c sterling 

rnilnay lonn r.nd the tr:ms!'tr of 27 million pounds of 

(;Ol d to thE !.':mlc o!' E11Gl:md Crt EXpect£~ to ctimulatt 

thE confidencE of the invcstin~ public, evtn though the 

recent infl~l mcy hrve b een more occa oiontd by a decline 

of confidence in the dollcr th:-.n by an increase of 

confidenc e in the fr:-.nc , 

(3) 11The rnOilt SErlOU::l difficulty COlnE O from thE 

continuoutist i'l the cost o!' livinG \'thich not only i s 

the c~.\U;e o!' cro·,"f111,3 discontent capeci::.lly cmong thE 

cl1a:c: upon ~hen the ~ovcrnctnt rely for oupport but 

inevit:-.bly !)I'Oduces den:-nc:::. for i:-tcrea:ed 11::.r,ca uhich 

c ~.nnot be met nithout \7Enkcmn:; the competitive poncr of 

French induo try ~.nd c heclril"-<; the rcvi val of cont'idcncc 

among French i nvtotoro, To chEck thio ria£ thE Government 

::.rc :cttl~ out on ::. C:'I'I!J"liEn to inert~&£ production which 

in turn rcqulreo a more sincere coop er:-.t i on bctueen 

c::.p1 t:-~ a~ l a bor '.nd the mcintcn~.nct of industr ial pc r ce . 

It 1D ::c:-.roely too much to s::.y thc. t for them evcr y t hinc 

<1tptrx1S upon the OUcce!lS Of thiS O~l ')~. ic;:l'1 
• 

Jou:;;sou 
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GMY 

Paris 

Dated :Tovcmbtr 19, 1937 

Rcc ' d 4:05p. m, 

Secretary of St atE , 

"/fnshin3ton . 

1630, UovtmbEr 19, 6 p . r . 

Your 576 , NovEmbEr 16, ~ p . ~. 

PierrE DuPo.squier , French n~tionnl, is known to us 

as l'o.rir: rzp~rsEntntivt of llur.Ca , J"onltt0:1 nnL. PottEr, 

40 Wn11 StrEEt , iln: York City. llr is ~ ... r. of Hcr.nnnn 

DuPt.squiEr, c. wcll- knotm offici al of th;: COln:;>:>g!liE 

Gtntr::tlt Tro.nso.tlc.nt iqut o.ncl. tbe Co •. Q:\gto!e d.: Cult\trE 

CotonnitrE du :a:;cr. In 1917 bE _cromp::n.iEd To.rchtu 

to thE Uni ted States and wo.a lo.ttr ~~ec tor of t u t Co~ -on 

ServicE . 3 E o.lso nccompnnitd Ca1llnux reission iri 1925 

and Ltwo.l nis~ ion in 1 031. II' l9:i3 h~ '."'C.S :~=Ed o.dmin-

istro.tor or thE o-.:mium ilE!)aJlicain lit Pl'tssE , a uo1ding 

con1po.:1y controll1nc sEvEral importt.nt FrEnch nEivspapers . 

In 1935 o.t t he dEsirE of tlE Patenotre family hE bEc9l11e 

Presi dent of thE Elverson Corporation, 37 Wall Street, 

contr olling Ph'"ILADELP'i!A r'llUIRER publ1ce.tion last s pr i ng . 

!-IE i s also adr.linist rator of thE SociEtE Gtnerale Fonciere , 

csp 1 tal.i zed 
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L' S 2- tlo. 1630, NovonbEr 19 , 6 p. m. , from Paris . 

cnpitnlizEd at 20 , 000, 000 francs . H£ is closEly associatEd 

\dth !!. Raymond Pat E notrE. A rtl1ai:>l£ sourcE indicatEs 

him as a well- connEctEd pErson occupyinG a favorablE 

f~rancial situation and an ExcEllent crEdit sta~d1ng. 

'TILSON 

s: ~ :NPL 
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Secretary of State, 

'iashington . 

1632, November 19 , 8 p . m. 

FOR THE TREASURY, 

GRAY 

Paris 

Dated NOVEmbEr 19, 1937 

Rec 1d 4:15p .m. 

(SECTION ONE) 

One , Of t!\E outstandina features of the Chamber 

debate yestErday was BonnEt ' s rEply to first interpellation~ 

of his financial policy. HE was mercilessly cr iticisEd 

by DEputy Chateau (of the Popular Front) . BriEfly the 

intErpEllatcr claimEd that BonnEt had failEd to apply 

the progran of lnE Popular Fro'lt in that he had not 

sufficiEntly taxEd big businEss and fortunEs, had not 

appliEd t hE fiscal idEntity card to prevent fraudulEnt 

dEcla rations relating to revEnuE from seoUritics , and 

htld that thE burden imposed by thE Chautcmps Government 

of increased taxes and custar.s duties had to be born£ 

chiefly !>y the laborin::; classes . In his View thE orthodox 

methods employed by Bonnet had failtcl and thE real rtmcc:l· 

l'tCIS cxchancc control 11in accordance 1·rith thE program of 

the Popular Front 11 • Bonnet i ntErrupted to protest thc.t 

upon his return from the United States he found a formula 

alrEady 
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already cdoptE~ by the nlum Government which precisely 

e. cludEa such c ate9. Purthcrmorc1 parl1nmcntary 

authoriz~tion of full powErs to the Chautcmns Government 

f ormally cxclldtd exchange control. Chateau retorted 

th~t the Parliament could always reverse its dec i sion 

O. aU that "never hal'. thE C 1rcums tt\Dces bEEn mort f avorablE 11 , 

If this pre caution was not t~cn capital would continue 

to decide tilE fate of the country Chateau conclw.'.ed • 

... ILSON 

SI!S : Nr>L 
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EO 

Seo~ctcr; of State, 

'.:a shington . 

GRAY 

r ar1a 

Dated November 19, 1937 

Rcc ' d 5: 34 p . m. 

1632, Nov ember 19, 8 p , m, SECTICN TWO 

Pe~nand Laurent (Right) EAprcsacd grave doubts of 

the c::is'.:£noc of the entire cohesion of thE Cabinet c::­

preaae C: •.n th~ recent declaration of Rambouillct. !le 

notcc' t :l::.t exohnnge control -,aa advocated by Left 

members f or the pur?OSE of destroying speculation, but 

pointe«i out t"at Auriol, either as lliniater of Finane£ 

or as i :in:l.ater of Justic e, bad not dis covered one case . 

Thi ~ ~eputy alao pointed to Jouha~~ · insis tence on ex­

chanGE control 11 aa a means of providi~ nec essary rc­

aou~oco ~or the workers and for civil servants so as to 

inc::-eo.oc ';heir purchasing powc:r" . Continuing his cm­

pbaaio on apparent contradict:!.ono on policy within t he 

Cab! net, ·~c recalled declarations of 111n13ter of State 

Fourc c fen days ago that thErE muDt be large scale 

naturclizationo , inoludin3 naturalization of credit, 

the r ccmt inoiotcncc of Sooi al1at leader Jules Moch 

on eoono;:l!o autarchy lllld c::changc control, P.."ld dctcr­

ainntion of t.!le Commun1o ta to proceed w1 th thEir progro.m. 

Co11111Un1ot 
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Co~~uo t Ducloo energetically insisted upon wage 

and cllouanct increo.aes for tll£ civil ocrvants , proteoted 

against defla tion, attributed financial difficulties to a 

faulty fi cco.l oyotcm, &nd advoco.ted o. levy on c apitol , 

Briefly i n r eply Bonn.tt traced measures t aken by 

lllm c i ne £ Ills term of office and strcootd difficulties ~ 

overcome . RE o.grced with c rt t iciom that he had not yet 

ouoceEdEd , but protected thct "he "::.a not o. mD.gicic.n" . 

RE contEnded t hc t Pcrliamcnt ),ad confided to him the 

t o.olt of lMintaining the sol6. r<oerveo intnct wi t hout 

cxch:'.l?(;E contr ol, and pointEd out tl'n t hE htld a ccom-

plioll£C: thio t aok, "in opitc of hugE pcymEnto, in spite 

of th£ co~Ercio.l dEficit, c.nd in opite of inouff icient 

prorluc tion" . liE point Ed to recent gold incrraor of 

"four billion franco , a t 

WILSON 

SHS: iTPL 
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Score tory of St atE, 

Washington . 

GRAY 

Paris 

Da ted November 19, 1937 

Rcc 1d 4:20p . m. 

1G32, NovembEr 19, 8 p . m. (SC:CTIOll THREE) 

present ro.tt of fro.nc", and cxplo.intd tho.t th£ sale of 

' 282 

301d by thE f'und wo.s necessary to provide latter with !'.•one!' 

Even n~1 he n~d " the fund ho.d more £Pld than it possessed 

on July 1, lao.t" . HE protested tho.t he ho.d not favored 

the co.pitalists and capital ao Deputy Chat Eau ho.d 

insinuate~ , and in rE ply to Communist Duclos ' insistEnce 

u;:>on o. cc.pital lEvy, quotEd figures to show tho.t tax on 

COMpany reserves ordained lo.st yco.r b,r Blum Gov ernmEnt 

h.'\d only brour:_ht i n 350, 000, 000 frMcs , ThE 111nistcr 

o.loo (·:>) c. v16oroWJ defense of h1o budgetary p roj ect . 

Refe rrinG to t'Epaymtnt o:: British credit , he said tho.t in 

S!litc or the huge sum ncccss•.ry u large =r3in would still 

remain at the end of tht ycc-.r in the udvonce a ccount o.t 

the lhnk of Pr a nce . As c.n inC:1cu t1on of the improvEmtn ' 

in the credit of the otatt , he pointed t o success of 

recent lonn iosucs (pEnsion flmd ) credit no.tional , and 

Depo.rtmcnt of Stint loan c) , and rejoiced th!l t cover for 

p3ymtnto. to bc m.".cie c:>rly in 1938 \7t>.3 assured, tho.t rcn t ·es 

nere 
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- 2- {/1632, Novrnbtr 19 , 8 p .r.~ . , (SECTIOtl THREE) from Paris . 

r1ert up 1 5 to 20 per cent , t ho.t the diocount rate wns 

~o1m t o 3 ~Er cent, ~~ct short term Tre asury bonds were 

1. sued ~.t 3 per cent o.nd tlnt day to day 1roncy ro.tc 

~~d decreased froo 6 to 2 per cent . 

HorJEVE r , the llinister warnEd thE Chamber tho.t .financial 

reconstruction rEmained "very .fragile" o.n<.l thnt a 

vigorous E.ffort in pr~uction wa s necessary nnd ~not 

hr. sty nnticipations and mgic .formulas" . French currtncy 

-trd credit could not be safe from hnrm a a long o.s the 

trade b{'.l {'.ncc wa ll so d eficient . Bonn et pointedly 

indic~.ted that clo.~cr for the financeo of thE country 11t1ll 

existed unle&ll (SI'EO. t prudence was oboervcd in sp endin(l. 

If he ho.d t o re.Lua E drno.ndo for c r:di t s it u o.s beco.us e 

he sim!)ly h=.d not :-;ot thE moncy, ond "humbly made th£ 

con.fcssion" . 

( -:1) Apparent omission 

S.S :NPL 
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~e:crEtnry of State: , 

\las hington . 

GRAY 

Paris 

Date:d NovEmbEr 19, 1937 

Re:c •d 5: 45p . m. 

1632, NovEmbEr 19 , 8 p. m. (SECTION FOUR ) 

Th£ t'J.n1stEr thEn .. roce:e:de:d to e:xpound the: dsnge:rs 

of e:xc~an€E control advocatEd b· ce:rtaln colle:ague:s of 

t he: wa , or1ty . He: informe:d the: Chambe:r that i n fact the: 

284 

Bank :>f F'r an.)£ 1 nt his rEquE ~t wns applying a vigorous 

pol~cy '' similar to t hat apnl :ce:d by the: Bank of England, " 

HE s trEsse:d , howe:vEr , t hat ":;l•is was by no mEans "re:nl con~ 

trol" , which impliEd monopoly of fore:i~n comme:rce: end 

postcl control . It is wort~v of note: that u1th e:~phasiz­

in<) t•'lat Exchange: control i~plie:d more: than this , Bonne:t 

s tnte:d that " the: most authorize:d spoke: omen of London and 

la~~1n ~ton hnd publicly and officially advisEd us that 

EXC~Ange: control would inpl~ thE immediate: rupture: of th~ 

t r l.pa:-tl.t£ egre:eme:nt" which he: adde:d "would s e: riously 

dEfi~ltElv prEjudicE Franco- British and Pranco-Amtric~ 

coopEr ation. " He: continue:d that he: could undErstand the: 

ne:ce:ss1ty for a dictatorial state: to apply a pol1cy of 

control for military and Economic rEasons, but othe:rwl.sE 

hE 
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2- No . 1632, NovEmbEr 19, from Paris (SECTION FOUR) . 

hE contcn<!E.d that it wo\•ld bE contrary to r eason and to 

expEriEncE . 

Finally, appealing for economy, Bonnet obsErvEd that 

wh11£ thE UnitEd StatEs for ExamplE had for four yEars 

practicEd "o. vtry largE financial policy which thE i m­

mEns1ty of American tcrr1torv and resources permitted', 

t hE ~~~bEr had no doubt notEd f rom thE rEcEnt dcclar-

ations of ¥r . ~orgEnthau and PrEsident RoosEvElt , that 

thE Un~ttd StatEs had also bEEn constrained to return to 

budgEtary cquilibr1um. 

"not··ing would dissuadE 

HE concluded by emphasizing that 
(.from) , 

him for rollowing l)bl) policy and 

mEthods which he had adopted . " 

At thE tErmination of his spEECh Bonnet was loudly 

acclaimed by thE Right and CErttEr, an important sEcti on 

of the Lcrt majority rcma1ning s1lent . 

"'ILSCN 
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PARtiAL PARAPIIRA81 OJ' SIO'fiOJ J'IVI OJ' TELIG!Wl 10. 1833 of 
JoY .. ber 18, 193?, froa P&rie. 

The &IIIOUnt of 4,000 ,000,000 franoe reported in our 

telegram llo. 1834, ll'ov•ber 18, noon as the inoreaee in the 

gold reserves of the Bank of France may be explained by the 

fact that the Bank of France co~~putee i te gold reeene on a 

parity of 43 ailligrame (in this reepeot retere.nce lilLy be aade 

to the lmbaeey1 e despatch lo. 844 of July 26, 193?). The 

gold received fr om the fund , which wae entered tor 

3,12? ,000,000 trance, actually coat the fund about 4,000,000,000. 

We are told by our DILrket cont&ct that the fund bad to 

yield considerable sterling last evening following the d-.nd 

which suddenly developed tor that currency after the official 

market . 

The exchange market hae been nencue today but transac­

tions have not been on a large scale . Sterling hae fluctuAted 

between 14?.40 and the present rate of 14? . 23. The dollar 

1e qu.oted at 39 .41 1/3. It ie not thought that the fu nd baa 

i ntervened t o any extent today . 

Rentee irregular wi thout any important changee. Other 

aecuri ties irregular with small turn over . 

A Bank of France officer baa 3uet confidentially advised 

ue that the Treasury hae practically succeeded i n closing 

negotiations tor a 50,000,000 guilder loan in Ameterdaa. 

Jc Bpeoial con41 tiona are attached to oeouri ty for thia loan. 

UD WDUOI. 

WILSCtl • 
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P.lRAPHRISJ: Of TELIG!Wt REOZIVJ:D 

JJ\Oll: .blerioan l:llbauy, Parh, l'raDCe 

nlTE: IoYember 19, 1937, 5 p . m. 

NO.; 1629 

The BJ)ecial sessi on of Parlia~~~ent opened, acooapan1ed 

287 

by the usual ruaore with regard t o the Qoyernment 'e political 

difficulties. The ruaor whi ch is mo '>t frequently heard 1e 

that during the budget diocu ssion the Government will fall 

b ecause of Sociali s t opposition t o the f i n&noift'.p!l_liCiBI 

of Bonnet. It is not likely that this Will happen, in my 

opinion. 

The Socialist Party's National Oounoil r ecently Yoted 

«00 to 900 for continued participation in the preeent 

Governaent of the Socialist ministers. There is no doubt 

that the Left wing extremists of the Sociali s t Party are 

eager to O'lerthrow the GoYemment and make an att empt to 

realize their so-called •structural" reforms by haYing a 

large part of r:renoh industrial nnd f i naDCial aothitiea 

nationalised; howner the largest part of the Party know 

that if the Govarnaent were disrupted now the Radical 

Socialists would be driven into the aras of the Oenter. 

The social reforae aohined by the fir•t Popular front 

Governaent would be thereby jeopardised. 

The GoYernaent• • most troublesome imaediate queBtion 

ia the dBID&nd of civil serYants and thoee receiving pen-

sion• for larger allowance• in order to keep up '11th the 

increased 
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inoreaae4 lhiD& ooeta. It 1a the judpant of ••bare of 

the GOYeriJ8ant, hownar, that by OOIIprollisiJag on the uCNDt 

grantacll an upaat can be ayoidecl on this question. 

At the present time the monetary situation se .. a to 

be easier. J'lm4a baY& been repatriated to a certain ez­

tent, and the exchange fund baa gotten new fUDda . There 

is still an unaatiafaotory eoonoai o aituation, howner, and 

any laating finanoial and monetary improYement aust depend 

on the aconollio situation. Production at!ll l ags. Franca 

still baa a Y&atlr unfaYorable trade balance. For the 

aoaant the cune of riaiu.g pri oea baa fU.ttaned out, but 

there is still a definitely upward trend. In our opinion, 

there ia little eYidenoe of a r eturn of general oonfidanoe 

needed to encourage long-tara inYaaiment by buaineaamen and 

inYeatora. 

This •tate of lack of oonfideooe 1a contributed to by 

the unoertt4-n int errationa.l aituation; howner, an nan 

more important factor is the apprehension kept aliYe by 

the dependence of the French GoYernment upon extr•• Left 

support, aoae of whoa are under Ruaaia1 s dictation. !base 

extreae Lett elaaenta oherieh plana for wholesale aationalis&-
r .. toration of 

tion of rrenoh financial and inchlatrial life. !he/oonf1-

danoe which ia needed for eoonoaio and financial stability 

will 'be ratardM eo long aa thia factor exiata. 

UL801. 
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PAR'l'UL PAJW>BR.t.U Or TKLK(Il.Uj REOIITED 

~Oil: uerioan Jabaasy, Parh, rranoe 

DA'l'.l: I cumber 80, 193?, U a. •· 

289 

lfO. ; 18315 

Fal '1'1:1.1 TRUSURT. 

Reference h aade to 1ielegraa lo. 1833 of loY•ber 19 
' 8 p .s., 4rca the Eabaaay. 

A reaponeible official of the Treasury hae juat con­

fidentially inforaed us that a loan haa been concluded in 

bsterdaa,in the nue of the J'renoh railways, with a group 

of banke headed by llendelcohn. The total loan 1B for 

150,000,000 guilders, to be aade aY&llable in three equal 

~ranchee of 50,000 , 000 guildero. Credit 1s to run for 

a aa.xiiiUII of one year in the fora of three aonthly drafte 

renew&ble three tiaee. Our contact preferred not to 

diccuee the conditione of the le&n operation at present . 

PreBB report• carry varying indications with respect 

to the rate of interest and other teras. Information in­

dioatea a rate of 3 1/3 percent and that the operation ia 

on t.he eaae linea aa that recently concluded With Swita­

erl&n4. J. deapatoh tr0111 Ameterdul to the FIIANOIJ.L TIIIJ:S 

indicate• an intereet rate of 4 1/2 percent to 5 percent, 

that the loan will not be offered to the public, and that ae 

concerne eeourity, it ie guaranteed by an 'iron gold clau.ee• . 

BULLI!"l'. 
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SECrEtary of StatE 

1'/ashinc ton. 

1639, NovEmber 20, 3 p . m. 

FC~ 7t£ TnEASURY . 

GRAY 

Pari& 

DatEd NovEmbEr 20, 1937 

REc'd 1 p . m. 

}~thEr intcrpEllations of the GovernmEnt's 

financ j al policy wErE madE in thECh~b£~ yEsterday, 

notably by REynaud and Flandin. 

!"landin contended that the <hambcr had not so far 

sufficiEntly examinEd thE serious problems facing the 

TrEasury. BE fEarEd that Bonnet had shown too much 

optimism and that thE statEmEnts madE by thE Communist 

Duclos wErE not likEly to imprEss favorably futurE sub­

scribErs to TrEasury loan issuEs . HE pointed to thE 

disorder and incohErencE in thE views and attitudEs or 

t hE various partiES of thE majority particularly as 

concerns Exchange control. 

Reynaud, in measurEd criticism, referred signifi­

cantly to the description given by Deputy Frossard (of 

the Popular Front ) of the cohesion of the Government to 

thE Effect 
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RB -2- No , 1639, November 20, 3 p . m. from Paris 

thE effEct that "the majority or tht majority 11d not 

appear to compltttly accEpt thE financial policy or 

thE GovtrnmEnt•~ REynaud expressed gravE concErn nbout 

dtvElopmtnts in thE financial and economic situation nnd 

to illustratE his contention that the Economic situation 

>~as becoming worst, after a cErtain improvement at the 

end of last year, quoted rtctnt dtclint in carloadings, 

bank clearing statEments , showing that while wholesalE 

prieta had !ncrtastd from 40 to 50 pErcent , the value 

of checks cltar-d had only increased ~Y 15 pt~ctnt , 

Private businEss was short of funds , and could not be 

on ~ublic bodiEs and collectivitiES had se rious dtfic~ 

and their borrowing needs wert such as to monopolizE 

thE monty market , 

~1CL 

YLf 

(END SECTION ONE) . 

BULL I'M' 
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RB 

Secretary o~ State 

·.iashington. 

GRAY 

Paris 

Dated November 20, 1937 

Rcc 1d 2 p . m, 

1639, November 20, 3 p . m, (SECTION TWO) 

l'E comparEd tl1E financial policy of the Chautcmps Govern­

ment w t11 J- c ncar£ 1 s reconstruction progrlllD to the dis­

ndvnntagE of thE former . He agreed that some French 

ca-ital had b EEn repatriated but hE observed ~hat i t 

wns obviously insufficient bcca~sc the ~rcas~·y had 

Just f ound it necessary to conclud~ another credit 

operQtion abroad wi th all thE s eri ous inconvenience 

vlh.J.cl; $UCh an operation entailed. 

Reynaud invited the attention of the Chamber to 

a recent articlE in the ~IDI SOCIALIST which claimEd 

thr.t t he collapse of the 9rcscnt Chautemps program 

would be conclusive and that thE only course then to 

rurauc would bE a policy of constraint and of exchange 

control , Emphasizing thE dnagcrs of such a program, 

he begged the Government to explain ~rankly to the peoplE 

t~c ncrious domestic and foreign situation, and begged 

the Chmnbcr 
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thE ~hambEr to recognizE tha t only a restored economic 

( ·· ) couJ.d save the 1'1nancial situation , as Bonnet hod 

Dtressed the day previous l y , Bowcver , Reynaud held 

that curing the l ast five month~ the Govc~ent had - .,.... 
done lit tle or nothing effectively to o.cbitvE this end 

and 1m-liEd that the Government in reality apper~ed 

powcrlEM:: although be rEcognized that their i ntention 

Finally h e IJ\Ullmcrizcd condittons .,cctsso.ry ::'c•r 

over comir.g the problEms wh1c•1 fac•~ tt:: co\ntry, ch1cf1.y 

thE rnas~ivt return of cnpital wb1c:1 he c1d not con~idEr 

pos::1blt cs long no threats of exchange cont rol t~iatcd 

and concluded by a moving appeal to the Government to 

a6opt .the program advocated by hi m during thE past four 

years . 

In reply to crit1cislll of t he financial policy of 

~he Government Chautcmps c:r:,hasizcd notably that there 

was no ::uch thing as a "&onnct expErimEnt" or a "Bonnet 

9rcgram" , The fact was he '.nsisttd t hat this policy 

represent ed "a common, collective and joi nt action of 

the Government, and of all its members " . Furthermore , 

hE said 
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he said it -.vas t ht common policy of thE ChambEr as 

l t had r£cE1vtd parliamEntary a-proval last JunE and 

nlco t h E approval of the majority of tht Frtnch nation . 

Finally thE GovErnmEnt was accordEd a vott of 

c~nfldtncc of 3~9 against 160 . 

<::m OF I'ESSAGE . 

~ULLITT 

( '-· ) Apparent om1ts1on 

NPL 
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H.W.Jr: 

Operator: 

H.M.Jr: 
Oha1ru.n 
Eoolee: 

H.M.Jr: 

E: 

H.U.Jr: 

E: 

H.U.Jr: 

E: 

H.K.Jr: 

E: 

H.M. Jr: 

E: 

H.M.Jr: 

E: 

H.W.Jr: 

E: 

H.ll.Jr: 

Nonabar 20, 1Q37 
12:33 p ••• 

Hello . 

Ohairman.Eoolea. Go ahead. 

Hello. Hello . 

Hello, th1a ia - hello, there - hello Henry. 

Hello Marriner. 

Hello. 

I waa talking to Harr1eon about two hour a aso. You 
remember we decided 1n th1e paet week that it may be 
well not to ehow any inoreaae i n our portfolio. 

Yea . 

'1'h1e week. 

Right. 

Now our atatement ie publi shed tocorrow. 

I thought it waen't published until Friday. 

No, no, it'a published Wednesda7, and Tuesday is 
the laat day you can do any purchaa1ng. 

Yea. 

Now, although a week aso Harriaon wae very auch ot 
the opinion, and Burgees too, that it would - we -
we ahouldn 1 t 1ncreaee our portfolio at all, until we 
have an open market meeting. 

Yea. 

And attar I checked with you and Wayne, you - you 
both 1eem to lean in that direction as well. 

'!'hat '• right. 

'!'hey' re ot the opinion now and I- concur, - a1 a 
aattar ot taot, a week ago, I wasn't - didn ' t teal 
10 good about d1eoont1nu1ng but it didn't. aake 
yery •uch dittaranoe, I wa•n't •• strong about di~­
cont1nu1116 a1 they were. 

Yea. 
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E: 
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Now, the op1n1on now, wlth that - 1t would be a 
aietake to show no 1ncreaee t hie week. That ' it'l 
too far from the Government f1llanci.ng to be related 
to it. That a week from now, when they publ11h the 
1tateaent, a week from Wedne1da7, it wlll be at the 
time the full coamittee 11 here and &110 at the time 
we're aeet1ng wlth you, and 1t would be i•ed1atel7 
aa1oc1ated wlth !reaeury f1llancing and therefore they 
would natura117 expect that we wouldn ' t 1how &n7 
1llorea11, but they 're atrald if there i s no change 
aade 1n the - that the market 1sn't in such 1hape 
that eome llttle diecu111on that the reaerve 1y1tem 
had revereed i ts policy or that it had diecontlnued 
to buy 1n the market that comment would - would be 
bad, and that they thi~ that ten or twelve million, 
a emall increase aga1ll t.hh week showing that we 
are watching the market and are 1n the market would 
- would be better than to etay out . 

Well, you fellows decide lt, I 1111 - I ' m not going 
to •as anything. 

well -

I mean I can't - I can't follow New York 
becau1e they're up one day and down t he next. 

well I didn' t - I didn' t, of course, call you wlth 
the i dea of aeklng you to take any reaponeibllity 
1n the matter, but 1na1much as we did diecu11 it 
before . 

well, I - I haven't changed. I haven ' t changed. 
I et111 think 1t's too close , but I '• not going 
to eay not to, but I still th1nlt it's too cloee. 

Uh- huh. 

But that's up to you fellowl. I aean I oan't -
Just because we've got a weak market, I don't 
th1nlt t hat has &n7thlng to do w1th 1t. 

Uh-huh. 

But 1f you could buy - to bu7, I mean - I - I won't 
18;1 peep , eee. 

Yel . 

Regraded Unclassified



H.ll.Jr: 

E: 

H. ll.Jr: 

E: 

H.ll.Jr: 

E: 

H.J.l.Jr: 

E: 

H.K.Jr: 

E: 

297 
.- 3-

I'd et111 think 1t1 too oloee. 

Well 1t there wae &QT bu11D6 done 1t would be -
1t woUld be a sull uount aerel.r to 1nd1oate that 
the th1D6 - that we hadn't Juet o011pletel.r d.1e­
oont1nued. 

Yea. 

Well, at an7rate I wanted to report before we d1d . 
&D1th1D6, 1naemuoh •• we d1eoueeed .1t before. 

I t1gure - I et111 th1ak 1t'• too oloee. 

Yea. Well, all r1ght then. 

I haYen't changed a b1t. 

Yea. 

Thank you tor oall1ng. 

Yea, all r1ght, goodbye. 

. . 
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Operator: 

H.W.Jr: 

o: 
H.W.Jr: 
Wa,yne 
Ta,ylor: 

H.I.I.Jr: 

T: 

H.LI.Jr: 

T: 

H.U.Jr: 

'! ': 

'.L': 

T: 

H.LI.Jr: 

T: 

H.U.Jr: 

Operator. 

Taylor, please. 

ThAnks. ur. Taylor. 

Yes. Hello 'lla,yne. 

Hello, Henry. 

Yes. 

Did Marriner get hold ot you? 

Yes. 

293 
November 20, 1Q~7. 
1: 0~ p.a. 

I told him that I wouldn't do anything on that 
without hi s talking to you. 

What I told him was ~AlS, ne now ~e118 me ~ua~ 

Harrison and 9urgess have onanged t.ueL· ....... ~e. 

A..~ Mu tortn and eo on, 80 I sa1d, •well, tnose 
people up 1n New York Just make me ti•·ed. • and I 
8ai<1, 1 I !eel exao~!y ~ne wa,y I <11<1 a couple ot 
da,ys ago ana nor.n.ing A&s .nappene<1 to make me 
enange my mind, Ir you dO 1~. I'm no~ go1ng ~o 
say any~n1ng, but I 8~ill ~D1nlt tDie is too close 
to t1nano1ng. • 

Un-AWl. 

•au~ 1~·s up to you•, I said, •I e~1ll- no~n1ng 
nas nappened tna~ maKes 1~ any rw·~ue•· aw&JI t•·uw 
our financ ing than when we t alked about it two d~s 
ago.• 

I 'm glad you told him that. 

And I sa1d, "If you do it, all right, but I - I 
still think 1t 1 s too close to our f1n&Dci.ng. • 

Now on th1s other thing, do you agree with me? 

Yea . 

Regraded Unclassified



T1 

H.IA.Jr: 

T: 

H.IA.Jr: 

T: 

H. )l.Jr: 

T: 

H.IA.Jr: 

T:. . 

H.ld.Jr: 

T: 

H.K.Jr: 

T: 
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T: 
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T: 
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I th1nlt - 7ou th1n.lt it 11 Just the right w~, 
111 other worde it' a entirely up to thea, but 70u 
don't aee any ohange 1n the proYieion . 

That'e right, yea. 
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Wow, do 70u want to aee Bob SteYena before he goea 
'be.oltl 

I 1Ye had a couple of thinge happen here that are 
J uet terribly important. 

Yee. 

Thia tax thing, I don't nen want to etay on the pbo--.=::;;....,.;:--
Yea. 

But, I 1Ye Jus t got to let 70u oarr:r that, - and 
Jloueing, and let ae carry the tax thing 1n the 
White Houee. 

All right. Now 70u don't want - I'Ye got the 
Houe1ng aeeeage, but you don't want to aee it, ehr 

I can't handle another thing, I aean- I've hid to 
eend,~onf1denU&l.l.Y I 1ve bad to eend )(&gill hoae to 
go to bed. I ought to go there ~~;Yeelf, but I 
can't. 

All right. 

So 70u handle the Housing thing. Do the beet 70u 
can and I 111 never aq a word. 

0 . K. 

And thank you. 

fU.ght. 

All right. 

IU.ght. 

Goodbye. 
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H.II.Jr: 

Operator: 

H.II.Jr: 
Dr. 
Burgeu: 

H.II.Jr: 

B: 

H.L!.Jr: 

B: 

H.II.Jr: 

B: 

H U.Jr: 

B: 

H. loi.Jr: 

B: 

H.K.Jr: 

B: 

H.K .Jr: 

B: 

H . II.Jr : 

B: 

H.II.Jr: 

B: 

Hello 

Dr . Burgeee. Go ahead. 

Hello. 

Hello, air. 

Good morning . 

Good morning. How are you? 

Oh, I'm pretty well . 

That ' • good. 

300-
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lO:lG a.a 

How does the bond market look today? GoYern.ment 
bonde. 

Juet about t.he same ae Saturday' a closing. 

I eee . 

Not muoh ohange . It got a little toppy 
after Friday' a fast run up. 

Yea . 

And ae you know, lost a little ground on Saturd&T. 

Well. 

Toward the close on Saturd&T it firmed up again. 

Uh-huh. 

And thie morning it 1e - the quotation& are mixed 
a little bit, but doeen•t look ae though it had 
ohanged Yery much. 

Uh-h1111. That was an &IIU&ing a tory 1n t~ 1 & 

Tribune b7 llr. Wanders -

Yea, I read that. 

Uh-huh. 

They au1t haYs hurt George'• feeling& a good deal, 
to aay \ hat the Treaeury oould get away with aoet 
anything. 
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B: 

H.ll.Jr: 

B: 
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B: 
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B: 
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B: 

H.II.Jr: 

B: 

H. II.Jr: 

B: 

H. II.Jr: 

B: 

H.II.Jr: 

B: 

George who7 

George Wanders -

- a -

Oh! You mean for him to write that. 

Yea . He wrote that , I'm eure. 

I eee. Well , I don 't know where he got the 
1nep1ration from. 

' 301. 

Oh well, he piclted that up around the market , moat 
aeywhere. 

I .,e. 
Of oourae, we've been talking to these fellowe, 
a little bit about - about new finanoing and what 
ehould be done, and ao on. 

Uh-huh. 

I don't th1nlt it'e clear at all, what - what 
direction to move. I'm Juet writing out a little 
informal memorandum. I t hought you might 11lte to 
have something. 

Good. Well, we're working on it right now. 

Yea. 

Yea . 

The bill program I think,ia pretty obvioue, that -
I think when you 1re - when you're Karchea - when you 
get through your liarohee, the t .hing to do 11 to a tart 
- etart ninety day billa. 

I eee . 

And carry them right along. 

Yea. 

And etart aelling June'• 1n add1 tion, 1n Jan\1&1"1. 

Uh-huh. 

But I'll inolude a little note on that it you•d 
l1lte it. 

Regraded Unclassified



( 
H.M.Jr: 

B: 

H.ll.Jr: 

B: 

H.Jl.Jr: 

B: 

H.M.Jr: 

B: 

H.ll.Jr: 

8: 

H.ll.Jr: 

B: 

H.Jl.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H.ll.Jr : 

- ~ -
Yee. Y ... 

,t.ll right. Fine. 

I-ll right, I'll be glad t9 get it. 

I-ll right, 1t there '• an.yth1ng I oan do on the 
t1n&no1ng, w~, let ae ll:now. 

Yea. Are there an.y eigne ot an.y piok up in the 
oap1tal market? Anybody giYing 1n the1r courage? 

Well, not - not really, no. 

Uh-hull. 

I wrote you on Fr1da;v, I don • t ll:now it you' ve got 
that yet or not. 

No. 

302 

There were aore outbrealte thie past week, but aost 
ot them - there weren 't many bona tide outbrealte to 
the market. There were a number ot ealee to 
1neuranoe ooapan1ee. 

Yea. 

Thi.Y duoked around t .he market. 

Uh-huh. 

I thinlt very high grade etutt oould be eold now, 
but the borrowers don 't want to borrow. That•e 
one d1tt1oulty. 

I eee. 

They want to eee wh1oh way the cat•e going to Ju.p 
ut.111t1ea. Tbe.Y'Ye got a number ot th.1nge that 
they could br1ng out. 

Yea. 

But they 1 re all holding ott. 

I-ll right. 

1-11 right, e1r. 

TbaDlt you. 
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~l-TING .iiTB STJ.FF OF DIVISION OF 
RESLARCH I ND STJSI STICS 

!lovember 22, 1937 
ll : JO a . m. 

i' r esent: 

..ia~ s : 

•• . . Jr: 

:.lr • . Baas 
l.lr. Selt zer 
Mr . White 
Mr. G-la sser 
Mr . Tickton 
Miss Northrup 
Mr . Ni chols 
Mr . Ostr ander 
:.!r. Adler 
:Jr . L!urplly 
:.!r . Linda u 
!Jr . Daggett 

~ost of the suggestions in the pa per have been to 
·r epea l taxes , t r.a someone jus t suggested t o me th~t 
o&ybe « e should huve the t LX people in her e . 

Well , the r eason thn t I asked :.Ir . Haas to get you 
;>eople t.ogetucr was this: - I tnought there ,rould 
be caore of you - Right or wrong, as f &r as I ' m 
concerned, s itting i n my offi ce, I don 1 t k noN tho t 
a ny of you peo pl e - I mean ~ s f e r a s it r ec.ches me, 
with possibly one excepti on - heve been t hinking wha t 
we ca n d o about s topvlng this f a l l in6 off of business . 
And we all si t t. r ound &nd look v e ry glum and scr atch 
tne b o:.ck of :>ur need - "It 1 s jus t t erribl e . And 
;vhat was tne l :. st figut•t: on the Feder al Reserve index? 
:.ly God, it ' s gone down enotbt r ten points . Steel is 
down. " So forth . Lve r ybody sits a r ound bnd hbS a 
l on& f ace, inc luding ~yself, but I d on't get anything 
out of you people . llo;v , I s a i d t he t t o :lr . Be &s lind 
he corrected me ; he saio, yes , be sent c e one memora nd um 
six weeks ago . And I ~ lso got a suggestion - I think 
something rbout gol d . ~ut with tha t excepti on, I don ' t 
Know o f anything . 

Now, I first Y!ant to scold you, then I wa nt to try to 
g ive you - pep you u p • little bit . N01v, anyone in 
this room .vho ' s got a ny idea s - not wha t br ought the 
depr ession about or how much worse it i s today than 
it ~:a s yest e r day , but wha t we ca n do a bout it - I 
Nant t hem t o put it uo wn and s i gn their own nume to 
it ana send it in to me , see? Ther e ' s no reason, if 
you ' ve got t he germ of li n i dea , >lhy you can' t put i t 
on o ne ?age . If it inter ests me , 1 1 11 ask for more . 
~ut certainly t he ger m of an i dea c~n be put on a 
p&ge . end don't be &freid 1f it' s critic~> l of anyth ing 
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that I 've done . Put it down . I can t ake it . I 
mean if it ' s critical of Treasury policy, tha t ' s 
all r ight, it doesn ' t oake wny differ ence. hnything 
t nn t you think will bring - turn this corner, I want 
t o get from you :,>eople . 

Iiow, c.ertai nly amongst this group you oust hl've ideas . 
Now, tor instance, ta l king with Daggett - I broke my 
rule, I had him at the house last night - he tells me 
he wrote e pt.per two yeat•s ago for the Times Analys t 
about large crops - tha t t hey usually pull us out of 
n aepression. Has tha t the idaa? 

Yes . 

Huh? 

Yes . 

That lerge crops ere a blessing . And he goes on end 
expends . I ' ve never seen it . No r eason why I 
shouldn ' t. I didn ' t know he wrote r,bout i t. Some 
of you other people may have Nritten puper s , either 
when you were a t college, when you gradu~:.teu or since 
you left or wnile you ' re here . 

In other words - ;;ohen I w&s in Fa rm Cr edit in the 
fall of 1JJ, I t hink lcrgely because I used my 
im~ginhtion backed up by good technical advice, is 
one of the rel sons I'm sittin& ner e today. I mean 
the !'resident couldn 1 t find anyboay to help him pull 
nimself out of that fell 1JJ. We helped hi m. I think 
that's one of the reasons I 'm here . llo>i , ... ,d like to 
help nim end nelp the country £ga in. And it doesn ' t 
make a ny difference wha t field it f alls .lnto, whe t her 
1 t • s monet :.ry or wnether 1 t ' s trade treaty . I a on 1 t 
c~ r e .vha t 1 t is or whose feelings .. . . If somebody 
hCos the ger :n of an i aeu that will help t his present 
sit ua tion, I .1ant it. And I want ,;hoever <loes it to 
put lli s o"n ne.me on it, see; put his o;m Obllle on it . 

NoiY, 'Hha t I ' d li~e to do is - if this i s tne gr oup 
t he.t ilvas wants me t o meet with - I'm here until 
olonday, I' ll ;~eet .vith you again. I'll give you a 
week . Let you fello11s come - 1' ll sit down v.lth 
you - 1·ead your paper ; let everybody get the idea . 
Why woulJn ' t t h&t be en l deu? 

Tha t ' d be all right. 
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I mesn I • ll mee t .. ith you peoplo1 ;. t 11 o ' clock a 
'· e~" from todl<.)' , and let ~;very body 11ho hus h i s p~ per 
brin& lt in (Ov. re~>ti it r.nu ~te ' ll go 2r our.d t ne 
t Lble . 

And I •ll jus t - the tning tru. t I ' m sort of following 
no •• - I ' ve gotten interested ln it - is tnis commodity 
~ictv.re, ~nd as neLr Ls I con f ind out, nobody pur­
ticu!urly thct I Anow of, outside of the TreLsury , 
any otht. r uep<.rtm.,nt , is ,;orking on t his commodi t y 
i)ictura . ~>nd you take your commodity churts l!nd 
f o!lo :1 1 t w1 tn your business r ecession and t hey 
pretty nenr follo,.; eacn other ; I don ' t .mow which 
cc oe fir:>t . Mld I r.~ pt..rticularly int~rested in 
..,lat Ne Cln ... o , if Lnything, to turn the ;orld 
co:ru:~odity ;>rice . llo .. , till: fu.:t t ru.t 1t is d ifficult 
c.oesn • t ."Jer.n it ca!l ' t be aone . But I did it when I 
Wli s ln t arm Cro=ai t - no c,u.,stion £ bo~t 1 t . I melln we 
a la i t in tnt fall of ' JJ 1nJ d i d it <t the reGues t 
of the Preslaent . 

;,o,r, the f uc t tha t I ::.m no longer in the r Hrm Cr edi t -
t nat. ~ousn • t mean th11 t they cun1 t do it again. hnd 
all th!•t you ao, follONint: tne cor.tmouitics - e vurybody 
s its b' ck - "l:hL t Lre wo 1(oing to do ~<bout next ytlir 1 s 
c r op?" •·nd nobojy is tninklng wn& t we • re going to do 
Lb~~t tnis yeu r's era~ . Got 18 million bLlcs; sot JS 
million 'b&lcs in tne .. orlci . , nd it ' s the t sor t or 
taint' - in otaer .;or ... s, I unt ori gim.l 1-.ens ; I Nant 
tnem t nrown "t ae . • n .:t I ~L n t to say a g& in, don ' t 
,;orr} ho .. r<.dicE.l , .101. extre.:~e , o r bol·t criticnl t aey 
are . '''~ let ' s see Nna t t his gr o up can aevelop . 

Noo't , before we leave , unybouy want to a sk me some 
"uestions? JJo they need anythi ng - anytning t na t 
you nuve in mina whicn hOUltJ nel p you do wnut I a m 
<.S.<ine you to do , see? Anybody got anything'? I mean 
~oes tnybody need help rroo me befor e taey c£n do wha t 
I ' m LS.<i~ them to do - or from HLE.S • 

.'/IlL t aid you bring all this stuff in here for? 

Pardon? 

What ' s tlla t? 

Charts you :.anted . 

Regraded Unclassified



( 

Duggett : 

d . ;.I . J r: 

Huas : 

ii . J . Jr: 

White : 

d . lA .Jr: 

llhite : 

H. :J . J'I': 

fihite : 

H . ... . J'I' : 

Haas: 

H . :.I.Jr: 

.. 
' 306 

- 4-

Bad news. 

That ' s not original. 

(Hear t y laughter) 

Anybody want £ny help? 

All right. uell no:11 we ' ll meet a gain a week from 
today 1 George, and see. .ns I say 1 let ea ch man or 
woman put his o~m name on it, let him r ead 1t right 
out, see wha t he ' s got, see? 

Fine, be an inter esting experiment . 

Sure, l et ' s see what they've got on the ball. 

Agai n, before - have you got ~nything, do you want 
to a sK me anytaing? Oh, come on. 

lie jus t •tont to t ell you s ome thing , don ' t want to 
ask you anything . 

All right. ~<ell , I' m a sking you to . 

Next Uonday . 

What? 

ne•ll ha ve it ready for you next Uonday . 

E~ch person is limited to one page to get the eer m 
of a n i dea; if i t 's any eood, t hey can put it on one 
page . 

Nobody is ready to t ell me anythi ng today. All right, 
they ' ve ' got one week ' s notice . 

Al l rignt, thank you. 

~ould Ne see you for a minute? 

Sure , right now. 
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November 22 , 1937 

Walked down with t.:r. Bell. I asked him if he 
had any indication from the Hopkins people that they 
would need money. He said he didn ' t . I told h1m 
the first time he had any indication or request for 
addi ti onal money , due to increased unemployoent, to 
be sure And let me know. 

307 

He sa i d that ln October Hopkins used 15 millions 
lese than he, Bel l, had set aside t or him for that month; 
t~~t he, Bell , still has unobligated and put ln reserve 
bet~teen 160 and 170 millions tor Relief out of this year ' s 
appropri ation . 

I t old Bell t hat as tar as I <~as concerned I was 
~oing to walt until we had some i ndicat ion from Hopkins 
that the unemplolment was increasing, but to be sure a nd 
tell me t he f irst time he got &ny i ndica tion • 

• 
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GR:lUP .IIEETING tiovember 22, 19.37 
9 : .30 e .m. 

Present : 1:.1r . t.lagill 
Oliphant 
Taylor 
Gibbons 
H&as 
Lochhead 
Gast on 
Upham 
Bell 

a . ·: .Jr: 

Bell : 

H . ~.l . Jr : 

Bell : 

rl . ... . Jr: 

'luylor : 

H. :.! . Jr : 

Bell : 

aylor : 

Bell : 

H. li . Jr: 

r.lr . 
l r. 
r.lr. 
rtr. 
1Jr . 
Mr. 
Mr . 
Mr . 

Dan, next t ime somebody calls you up and wants t o 
know how much Agriculture costs , see, you might tell 
them that it takes all of our manuf,cturing exci se 
taxes plus all of our sundry taxes to mt.ke up 5.30 
mill i on dollars , end still we don ' t get enough . If 
we didn' t have a crop control progr am we could chop 
off all our manufacturing excises &od all our sundry 
taxes . 

Well , that ' s - you could apply that to some of the 
~ublic works too . 

\Vell, I know, but I was just s tudying this t hing. 
11e get 448 million dollars out of our manufacturing 
excise and when you odd telephone, transportntion, 
all the rest of them - and we 1ve got a quarter of t he 
industri als earmarked besides . 

I've been surprised the;J haven ' t been after some of 
the tobacco taxes too . 

We saw on the ticker that your speech, Ur . T~ylor, 
seemed all right. Ho:, >.&s your reception? 

hbout the same moael tha t you had in Ne~ York . 

I see . 

Mixed feel i ngs , huh? 

Wha t? 

Mixed feelings . 

No, they wer e pr&.ctically unmixed . 

How was the pr ess? 
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Taylor: 

H. \i . Jr: 

Taylor: 

H.J .Jr: 

Tuylor : 

H. ,\I .Jr: 

Tuylor: 

H. tl.Jr: 

Haas : 

Haas: 

H. :!.Jr: 

Haas: 

H. tLJr: 

Uaas : 

H.lt.Jr: 

-2-

Not very much. 

Pick up any information? 

tlothing that I didn 1 t know before . 

1'/ell, the only thing I 1 ve got to say this morn.lng 

Funniest thing that happened was that about an 
hoUl' after I got through making it in a smaller 
session, why, this other fellow made my speech for 
me at the blg one, practically word for word. One 
of the m~st am~sing things you ever saw. 

llho was that? 

A man by the name of Flanders . Mus t have been a 
good s peech . 

George, you get into that room - is it 286? 

- 96 . 

What? 

296 . 

All right, you get toge ther wi t h your crowd a t 11 
o • clock. And you be there, !laster . And if you 
don't minJ, I'm going t o talk right straight from 
the shoulder , see? 

Nice . 

What? 

That ' s what I •d like to have. 

311 

.... 

And what I'm going to tell Haas's cro~d is this. 
I don't know how man.y trained economists he ' s got 
back there, but here \Ye are in a depression and I ' d 
like those people to do a little original thinking, 
and I don't care what the idea is- if they•ll put 
it on one piece of paper and put their names on it, 
I ' ll read it. But I ' d like to get some thoughts out 
of that crowd as to what we could do about this 
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Haas : 

H.M. Jr : 

Haas : 

H. '.I . Jr : 

Haas: 

H. '.!. Jr: 

Haas : 

Haas : 

H. M. J-r: 
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-3-

depression . And 1 1m not get ting any. I menn we ' re 
so bogged do?rn with statistics and charts· I ' m so 
sick and tired of rending always what ' s h~ppened. 
I want to get some ideas , if they ' ve got any . 

Yes . 

I f they ' ve got any . I mean I don ' t know, but that ' s 
what I want - that 1 s what I want to tel l them. I 
don ' t care who the fellow is . I want to gi ve them 
tne i d ea that if you ' ve got some bright young fellow , 
he can put his name to it just as he -.~rites it; maybe 
some fellow back there has got a br illiant i dea . But 
let ' s get them to thi~ing ins tead of just all the time 
being on the defensive. I mean I'm sick and tired of 
being on the defensive . We didn ' t get out of this 
th.ing in 133 t het way . 

No, I•m very pleased that you' re feeling the way you 
a re about it. 

But I c ert ainly - I want to tell you i n this room, 
t hat 1 s· the way I 1 m going to talk to them, if you 
don't mind . 

Yes , that' s what I'd like . 

See? 

Very good . 

I mean let's see wh~t we get out of them. And ple~se 
free tais fello~ Daggett, wil l you, from what be ' s 
doing . I mean he'll need all the time. Just let him 
go some place and think, s ee? 

Uh- huh . I bad a mee ting with him t his morning . 

And I want him t o t hink just on commodities ; I mean -
for i nstance, ther e ' s u fellow who .. Tote an a rticle 
two years ago for the Times Analyst i n whi ch he 
studied cr ops in connection with t he depression, 
and he f i nds thc t pver a period of years bi g crops 
a r e not accompanied by depression; I mean he made a 
s t udy tha t a big crop is a good t hing for business 
rather than a poor thing . '//ell, I want to r ead it . 
1 mean how many other people have done papers before 
t hey c6me here? 
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Haas : 

a. } t. Jr: 

Haas : 

Gibbons: 

H • .4 . J,. : 

Gibbons : 

H. 'J . Jr: 

Gibbons : 

... . .t . Jr : 

Bell : 
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On, they 've done thousands . I mean they - reams of 
them probably. 

'liell, let tnem boil 1t down. If it 1 s an idea , they 
can put it on one piece of paper; i f it interests me, 
they c an enlarge it. See? 

Uh-huh. 

I ran across something that you ' ll hear of in a day 
or t.1o that might use some of your cotton. He import 
free of duty 500,000 bales of rags every year and ell 
our paper money is made out of it . Now, there must 
have been quite a r ag trust or a woolen trust or 
something th&t ~rote tnut into the Customs law . Tuat• s 
five hundred pounds to t he bale . How much cotton would 
t ru. t use to m .. ke your puper money out of? 

Isn' t it psychologicd that you and I ought to 11ear a 
cotton shir t in'st..:ad of u l!nen shirt? Isn• t a linen 
shirt a luxury? You put a luxury t ax on tobacco a nd 
alcohol a nd everytning else . None of it is raised 
in this country - no linen. 

111ell, of course, we 1ve got to be t erribly careful. 
ks I say, if •.•••• 

That ' s something for George . But that ' s an idea of 
mine . 

,;en, they ' ve got - if tney•ll put it on one piece 
of paper , 1 111 read it. 

I ' ve got how much cotton it takes to mlJ!:e a yard 
of cloth. Her e .~e • re in v terrible depression; we 
don ' t raise any linen or m&ke any linen in this 
country, to speak of . 

Well, i f 
for it . 
shop . 

anybody ' s got anyt hing , I ' m going to ask 
Vie ought to have enough brains in our own 

(Gaston comes in) 

Berman asked for - I believe he circularized the 
depar~ent this year, sam& as last year, asking for 
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suggestiohs on legislation - any improvement in the 
service or procedure. One of the young fel lows that 
I have over in the emergency accounting set-up just 
graduated f r om law and passed the bar , and he •s taken 
some economics at George Washington; wrote quite a 
book reforming the world. Have you seen it? 

Oliphant : No. 

Haas: I saw it . 

Bell : ·Really quite funny. 

H.M. Jr : You take tha t, as I say - this defea tist attitude 
thf..Lw~ '-~oing to s it here and let t his thing wear 
itself ou~ 'ust getting my goa t . 

Gibbons : You're in the same category, same status now as Hoover 
was practically in 19)0 . 

Haas : 

ti.:.I . Jr : 

Magill : 

l! . ld . Jr : 

l.lagill : 

H • ..t . Jr: 

Magill : 

You I'IOn 1 t have t o worry about our shop. You ' ll have 
plenty of ideas . 

I hope so, I hope so . ll o ' clock . Nester, you be 
there . 

(To Uagill) I spoke - even tnough Ur . Mcintyre 
promised me everything, I called up his stenographer 
this morning again, asked nim if llr . r.lcintyre - would 
he do so and so and so and so. 

And we still aon 1 t know . 

And we still don't know . But I first argued, should 
I wait or shouldn't I; I said, "No, I won't wai~ . " 

So I see you're on nuisance taxes according to the 
paper • 

.. ell, Ne can be; that's the next thing . 

Well, depends on hos well the President 1s. Bell 
saw him s~turday; still had a lump on hi s face. 

Well, are you all rigllt this morning? 
be all right. 

Got to 

r •ve got to be all right, yes. I hope we can f i gure 
something out . 
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Got t o be . 'flha t '? 

How many vacuncies are t here on the Board of Tax 
Appeal s , one or two? 
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Oli.Jnant : One . 

d • .-. . Jr: 

1Jugill: 

H .. d. Jr : 

'Jag ill : 

H. l . Jr : 

:.<a gill : 

H.'J . Jr : 

Upham : 

H. M. Jr : 

Upham: 

H.!!. J r : 

Ujlham: 

Ho~J . Jr: 

Upham : 

.;h6t? Only one . 

And thr ee more terms expire next June . 

But t her e i s just one . 

Yes, and t his is one of the ter ms t ha t expir e next 
June . 

7iell , do you want to go on the Hill? 

I think I 1 a better . In a state of flux , I suppose . 
Can I have ~r . Upham? 

Yes . 

You mi ght, Upham, tell t hose fellows what I culled 
t hat bonk meet i ng - not her e ; I mean those coming 
to t hat bank meeti ng - tell them whe t I ' m going to 
bring up, banking legisla tion . 

~r . Eccles is going to make ~ speech that day i n 
Chicago and cannot come, end if you hold the meet ing 
a nyway, he 1 11 send somebody else . But he .vould 
prefer to hove you meet a week ahead or a week af t er . 
tle ' d prefer not to have it a t all , but • • • 

I ' d prijfer no t to, but I ' m going to have it . 

He doesn ' t even see a ny point in doing any thing about 
legislation . 

;~ ell , I • m going to cull a meeti ng just the same . 

He ' ll probably call Taylor t oday . 

l'lell, I can ' t ne l p 1 t; I •m going to have a • . ..• 

Have to be either t he week Ghead or week after , if 
he ca n come . 

(~agill &nd Uphum leave) 
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H.}J. Jr : 

Oliphant: 

H. J . J r: 

Taylor : 

H • ..! . J r: 

'l'aylor : 

Bell: 

'l'aylor : 

Bell: 

Taylor: 

Bell: 

H. 'i. Jr: 

Taylor : 

H. M.Jr: 

J.aylor : 

H. 'l . J r: 

Taylor: 

H. r.i .Jr: 

-7-

(To Oliphant) On banking legislation. 

//e ll, we can fix it . 

When wa s it to be? 

I was going to have it the 14th of December; go 
around t he way I always do and s ay to each person, 
"Have you any banking legi slati on?" I t worked 
beautifully l ast time, didn ' t it, Wayne? 

tor a while . 

No, it worked l ast session. 

Yes, but t hey produced a lot of amendments that 
Rere supposed to be cl&rifying amendments , tha t 
really- th3t Dan ••.. 

.Vho1 s t nis? 

316 

'l'nese various credit agencies - remember , l ast year? 

That ' s right . 

None of them ••• 

None of tne~ clarif i ed . They weren ' t clarifying 
anything. Jus t legi slati on. 

No, I ' m t Llking about b&nking legi slation. 

Just bvnking . 

That ' s all. Just banking . Those boys played ball . 

Oh yes , that 1vorked a ll right . 

This is just banking. 

I was confused with the other credit agenci es . 

I want to have a meeting about banking legi slation. 
hnd I ' ll call the other credit agencies together 
besides a nd say 1 

•Wha t legislll tion ar e you thinking 
of? " Hnd the banking boys - they kept their word, 
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Bell: 

Toy lor : 

fi • . l . Jr : 

Olipnant : 

H. :! . Jr : 

Olipht nt: 

.. . :.: . Jr : 

Oliphant: 

;J . l.f . J r: 

Ttoylor: 

Bell : 

Taylor: 

Oliphant: 

Taylor: 

- 8-

they didn ' t put anyt hing through. I think I ' m 
r ight on t hat, tm I not? 

I don't know. 

Jefty had some s tuff . 

.'/ell , he held it . He played ball . 
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Yes, he played ball. The banking p&rt " orked fine . 

Hermtn, you got anything? 

Not a t hing . There may be one o r two things I sent 
i n t good Nhile ago- I 1m not sure •. • 

Yes , this week - yes , there a re :;ome t hings , but 
I am gradually getting down to bottom . Wayne? 

Di u I tell you t ar. t ne had finally concluded - had 
a long series of negoth tions {lith Associa ted Gas 
and l!.lectric , arrived a t a s tipulat i on . Probubly 
h~ve to go ahead, but I Nti n ted to t a lk to you ~bout 
it l a ter. 

If you ' ll stay o minute , I want to r sk you a quest i on. 
St ay a minute . 

On the train I r~n inLo J esse Tapp, hgriculture, and -
hr ving to do n th th(' finrncing provisions of th i s 
Sent te bill - and I ez. tnered they a r en ' t including 
a nY financing provisivns in it . 

So the paper indica t ed this morning; I ha ve n ' t seen 
the bill . 

Well , I t old nim tha t .1e h&tl gone t hr ough pr actically 
all t ne mecnanics , but only up to a certa in point, 
and tha t the r e were t 1vo or three r a ther fundamenta l 
things , f irst, a s to whure the agency was going to 
be placed, a nd second, how the Board of Direc t ors 
and powers were going to be c l eared, t ha t v:e wer en ' t 
ready to t alk about yet . 

" hat' s t his, Commodity Credit? 

Commodity Cr edit . 
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H. :A.Jr: 

Bell: 

1 uylot• : 

H . ·~ . Jr : 

H • ..i . Jr : 

Taylor : 

Olij)hant: 

Tuylor : 

Bell : 

'1 uy lor : 

Bell : 

rt . ·~ . Jr: 

&tlll : 

Oli,>na nt: 

Bell : 

To.ylor : 

H • .:l .Jr : 

Toylor: 

-9-

I thought i t wos all settled , Wayne . ~bnt do you 
keep fussing with tha t for? 

I though t you were t alking about the Agricultur e 
bill . 

That ' s what I am tllkine vbout . 

Commodity Credit . You vll keep fuss i ng . 

~his is the big bill . 

I thought amongst ourselves we had •• •• 

Well, this is the big bill . 

The pr ocessing tax? 

No, it ' s t he whole thing . 
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Have they included Commodity Credi t Corporation in 
the big bill? 

Wha t tney wer e going to do wus to include i t in the 
Senate bill . hnd I tolu them if tney couldn ' t hold 
that until ~onday, to t t lk to you (Bell) on Saturday. 
uid tney talk to you on Saturday? 

(Noas no) 

\I ell , didn ' t l'le nc. ve 1t. ttu. t you 1 d handle tnt t? 

Nell , it ' s still in Jesse Jones ' hands so ftr BS 
I kno.: . Tried tog et him :>&turday , but I coul-.n1 t . 

1/ell , tne dr&ft of tne lo~glslation .... 

I' ve heard nothing from hion &s to the draft of the 
legisla tion we sent him . 

The r eason 'iapp got hold of me was because t hey 
r emembered - di d you heer back from J immy Roosevelt 
e s to ho1r that thing wus t o be cleared? 

You mean legislc. t 1on? No . 

hell , you see, tnat ' s where the crossed wir e is . 
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1uylor : 

H. • Jr : 

'loy lor : 

u . • Jr : 

t.;;ll : 

rl •• l . Jr: 

oell: 

tl , I,Jr : 

tl . •. Jr : 

H. l.I . Jr: 

Bell : 

d . I . Jr: 
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tlo . I know . 

Bec~use I WLS nolding up t Llking to Jesse and Well~ce. 

Well, the order sti ll s t a nds ; e ve ry thing is t o go 
through Bell. Thertl ls no c lumge . 

Tha t. 1 s r lght, bu t as t o whether we were to get 
to~ether .vith R. l . C. tnd ."tlllece - t ha t I m.s 
holding until you he&r d bt•ck rrom J immy Roosevelt . 
See, in 1.-abinet I wAs - the President tola Hos 
Jag ill tn& t for some r e< son they wanted me to 
fuss 7:ith t hll t, a na I r epor ted tne t to you; you 
called Jimmy noosev€lt on toe telephone, vnu I 
d i o no more moving until I neoro b~c~ . 

i•ell , I tnink tll& t you bet t.t! r - llo.; do you want t o 
n~nule it, Dan?_ 

.I ell , I tt1ink the next move is up to J esse Jones . 
I suppose we ' ve go t t.o push it, because he pr obl bl y 
likes it tht. W<•Y it s tt•nds , just a s it i s - t:o tting 
tnis money . 

:lell, now about I•Oyne Cullin~: up Jesse? 

Tha t ' s all right; no ob jection. 

I tnink you ('luylor) nt-ci better meke s little survey 
toa;.y in to,.n, s~e .. utre t.he toing s tulds , ?:ill you? 
rleport back to~orro~ morning . 

Yes . 

Call up uifferent people and find out . 

olell, t here are - Agriculture sod Jesse ~: re the two 
t o ca l l up . 

11111 you? 

The l e st wor d I had from them - when I c all:cd J es3e 
il!ond&y, he sai a he was eoi~ to t a l k to you on 
'l:hursoay or f riaay . 

de didn ' t . 
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Bell : 

H. U.Jr: 

Bell: 

li.!A . Jr : 

Taylor: 

H. l.!.Jr: 

Taylor : 

H. :J. Jr: 

Gr,s t on: 

H. !A. Jr: 

G&ston: 

B. :.& . Jr: 

Gaston: 

H.U. Jr : 

Gast on : 

H. M. Jr: 

Oliphant: 

Gaston: 
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But he didn' t ment i on it, as I understand . 

No. 

uell, I tried to get him Suturday and couldn' t . 

unat else? 

'ina t ' s the only thing . 

Herbert? 
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But somebody thinks I'm ~orking on it, and I'm not 
working on it; but apparently everybody in the world 

~· -
\'/ell, s t art tnis morning . 

Litera ry Di gest would like to t ake e natural color 
photograph of you outdoors for about five minut es 
this morning, in the sunshine, with a color camera , 
t o use on the cover of the Literary Diges t . 

Why do they have to have 1t outdoors? 

Because it ' s a natura l color photograph; t akes it 
in three colors s i multaneously , and they have to 
ha ve very bright light t o do 1 t. 

\?ell , .,uarter of 11? 

"uarter of 11. 

llhat other "impor tsnt " s tuff have you got? 

Nell, Al Cohn ' s in town; would l i ke to have a talk 
with you. 

Oh, I want to s ee Al Conn . 

Give him s ome time on that thing IVe ' re now working 
on, th:::.t West -:oast sitllll tion . 

Oil yes . 

Yes . 

Regraded Unclassified



tl. L Jr : 

Olipnant: 

Gus l.o n : 

H. \L Jr: 

Gust o n: 

d .~ . Jr : 

Gas t on : 

H ••• • Jr : 

Gt.s ton: 

Olii)hant: 

Gaston: 

H. M. Jr : 
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- 12-

Schmidt ? 

No . 

Roswell spo~e to Qe this morning about whether we 
ought to have a little ne,.s it~,m about Shoup and 
also Tr aynor, •mo is .vor k ing i n his shop . Shoup 
particul~rly is going t o do some work up in New 
York und seems to wen t ~ little public notice of 
the f1 .ct tha t he is now employed i n the Tre&sury . 

Why not? 

I don 't think ther e is any ob jection. If we have 
hiD, we might c.s well htve the o ther msn who he tells 
me is working for him now . 

o.&.. 
I n connection A·i th t his Philadelphia Inquirer, the 
Moe Annenberg situ~; tion , some of the boys downstai rs, 
par ticularly t he ':/all Street J ournal , a re n litt l e 
euita ted o ve r this GentJr ul NeNs ticker service . They 
ht-ve hull for some weeks, t wo or three months 1 a 
correspondent her e , end they h~ve l e t ely put o t ele­
phone in do.mstairs . The Gener&:l Ne~;s i s Moe Annan­
berg ' s ticker service . It is 99 percent r acetrack 
1.no otne r gambling se1·vice, but he ' s letely gone 
into the financial end ( nd has got a fe,, fim ncial 
tickers out, and i s mekin~ n show of havi ng a 
financial service, they say for the principcl reeson 
of influenc ing the Federc l Communicati ons Commissi on 
to val i dc te his g&mbling wire service . 

,·:ell, can we get good ti ps downstairs? 

:le don ' t h" ve the ticker; we migh t put one in . 

I ~:om r evie11ing tilt. t whole study, ~<henever you w&nt 
to t~.<ke it up. 

But my i dea i s tnut ~s long as these ,eople are 
gathering news end they do 'na ve some finoncia l 
tickers, we can 't exclude t hem. 

Well , I • 11 abide by your decision pending t he time 
when you look a t it your self (to Oli phant) . 
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Oliphant : 

vas ton: 

Oliphant : 

Guston : 

H . ~· . Jr : 

Gt.s ton: 

Oliphant : 

Gust on : 

R.M. Jr : 

Gaston: 

H • ..! . Jr : 

Gaston: 

Guston: 

Oliphant: 
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uoesn •t involve t aking any acti on now? 

No, doesn ' t involve 
here ror some time . 
guller y . 

taking ~ction . They ' ve been 
'J.'hey 1 re not in the Senate 

.Vhen did t hey get in wi th you? 
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They sent a man down h~.;r e ulong in the early summer , 
and t hey ' ve had a man r egularly cover ing the Treasury 
since then. 

You mentioned it to me the first time, you 6now. 

Yes , I mentionea it to you when the man came Elong . 

~bat do they bave in the building? 

h t elephone down in the Press Room, same a s other 
news services . 

But i t ' s the Philadelphia Inquirer who has the 
telephone . 

llo, it i s n ' t; it ' s the Oenerul News Service, which 
is the ticker service . The General Kews r uns two 
systems of tickers; one is e streieht-out gambling, 
r acetrack ticker, and the ot her is a financial ticker . 
They tell me t hey ' ve only got about 15 or 20 financial 
tickers; they ' ve aot a g r es t number of r acetrEck 
tickers . 

;I ell, I can't - tnese things are pre t ty importa nt; 
you better t alk it over wi th Oliphant and see whether 
t nat telephone snould be her e . I can' t do it just l i .ke 
that . 

lo!y own opinion is we can' t thr ow them out . 

St ill, do you mi nd t alking to Oliphant &bout it? 

Yes , not a t all . The other t hing is about t hi s 
Sam Kosenmen•s idea . 

//bile you ' re sti ll on tha t , di d you lrno;, t llllt //heeler 
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a .i!. Jr: 

Oliphant : 

H. tA . Jr: 

Oliphont : 
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has intr oduced a bill somewhat along •• • 

What? 

••• tha t line? 

What line? 

t he whole r acetrack .... 
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H. r.t . Jr : No . 

Gaston : 

ii . :.S. . Jr: 

Cias t on: 

Oliphant ! 

Gaston: 

Oliphant: 

B. A. Jr: 

Gaston: 

Oliphbnt : 

H. M.Jr: 

Oliphant: 

H. M. Jr: 

Gaston: 

H.U.Jr: 

Oh, fix Sam up. I 1 d send somebody up there . 

I guess so . 

rlhy wait until the ••I'll t e House cracks do'A'll? We ' ll 
nave to ao it . 

He a sked for .::1arence. Opper . 

I don' t know ... 
He asked for ~lurenoe Opper t o help him on the 
financial nistory •••• 

Of? 

\'.'ell, the President ' s book . 

For the President' s book . 

Can Clarence do i t in the evening? 

No , he wants him to go up to New York for a couple 
days. 

For a couple days .' r ine . 

I mean they'l l onl y t ell us to do it; we might as 
well do it willingly 1 Herbert . 

Yes , yes . 

And do it today. 
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Gaston: 

I:! . :.! . Jr: 

Goston : 

Gaston: 

li . J . Jr: 

Gas ton: 

Gaston: 

Oliphant : 

H. IL Jr : 

Halls: 

1:! . .... Jr: 

Hans : 

H. !.t .Jr: 

tlaas : 

I 
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Be a ques t i on of e ither Clarence Opper or Harry 
Whi t e. 

Well, he a sked for Clarence . 

He says, "Clar ence Opper has been suggested to me 
as one well-qualified to do this job . n 

Well, he ' s al l right. 

All r ight . 

~iha t else? 

I don't KnoA whe ther you got t hat Her ald- Tribune 
cartoon or not . I have a l etter from Geoffrey 
Parsons saying ne • s del i ghted t o send it. 

Anything else? 

That ' s all . 
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Ca irns has the originul of one of Duffy ' s cartoons 
he ' d like to give t o you . 

Thank you. 

I have about five more of t hese companies . 

Viel l , I' l l do t n~<ID t. l l after 11 o ' clock when :~ou 
get t hr ough tha t . I want t o see Bar ry ~:h1te Y.'hen 
you get through then . Have the s tuff in and I 'll 
do i t all a t tha t time - plus today 1 s charts . 

o.K., and one other thing I ' ll talk to you t.bout a t 
tha t time . 
And look at tnls , Geor ge . This fellow - he ' s got 
this i naex of deposi t demand, deposit supply; get 
tha t (chart of Economic St atistics, Inc . ) Thot

1
s 

the t hing that Paul 14aser lteeps talking ebout all 
the time. I t hink that concern is Minnesota, isn't 
it? I think it i s . 
~es . There ' s a fellow in Goldman- Sachs who ' s made .•. 

I toink t ois is the Uinnesot a orgeoi:ation. 
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Gi bbons : 

Gibbons: 

Lo.:hhead : 

t! . I.! . Jr : 

Bell : 

a . .,: . Jr : 

~ell : 

Gaston: 

Lochhead: 

H. :.l . Jr: 

Gaston: 
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Al Cohn wos s i ck in bed al.L day yest erday. I 
wan ted him to dinner, but he - I don ' t know 
whether he ' d be around today or is ••• 

"ell, he ' s going to be here some time . 

He ' s going to be here for some t ime . I have 
nothing particular. 

Too early for ~ nything . 

Dan? 

I naven 1 t got anyt hing . 
you to know t ha t we got 
estate tax payment from 
Ber.1ind . 

Coal . '--O- a -1 . 

Yight be of interest to 
ell,7JJ, OOJ Friday as an 
a man by the name of 

Never heard of him . ~uitc an esta t e . 

Oh , big coal company . 

No . One Broadway, I think, isn ' t it? 

Well , you (Bell) and Wayne are going to stay now 
and do financing . 

I ' ll see you (Gaston) about tha t ~ little toter; I 
want to take time on tha t . 

Yes , right. 

• 
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Mr. IQ«, Ccwlao1or ot tho Chino .. JB'buo;y , called t~ u4 

expl &1ut4 to Mr. Locbhea4 tbat due to the al>uDco of J.ml>au&dor 

Wq, who waa 111 •• York t~, the J.ml>&eaador had requeoted llr . Ill« 

to ucert&in 1t. the TrMIU%7 would make the ueuel llondq l>1d tor 

10,0001000 OIIDCet of dlY'&. -

IIr . Locbhea4 coDI"ulte4 with Secret..,. llor«tDtba who autho,.. 

hod a bid tor 10,000,000 CNDCtt to l>o ID&de at the III&Z'ket rate ot 

451. 
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H.li.Jr: 

Operator: 

H. ll.J r: 
Jeeae 
Jone•: 

H.li.Jr: 

J: 

H.K.Jr: 

J: 

H.lo! .Jr: 

J: 

H.W.Jr: 

J: 

H . ll.Jr : 

J: 

H. K.Jr: 

J : 

H.K.Jr: 

J: 

H .ll.Jr: 

J: 

H.K.Jr: 

Hello. 

Mr. Jone1. 

Hello. 

Halla. 

Hello, Jesse. 

How ere .JOU? 

Go ahead. 

I '• prett,J well. 

NoYeaber 22, 1G~7 . 
2:07 p.a. 

Well, I was Just gotng t o tnvite _,aelf oYer to 
lunch, 1! .JOU didn 't have anyt.hing elae , when I 
called you. 

Oh, well I Just going down to have lunch -

326 

Yea, Juet to talk things over a little bit, that wae 
all. 

Oh -

And -
Wall, I tell you - I - I've got a tentative one 
toaorrow, but 1t it'• called ott, I'd be aore than 
pl eased to eat with you t o110rrow. 

Would you? Well if it 11, will you call ae. 

I ' ll giYe .)'Ou a r ing. 

Uh -

How's that? 

That's f ine . I was - I'Ye got a aeeting thi a 
aft ernoon with llarriner -

Yea. 
That is I euppoee and Eoolee - with llarriner and 
stewart llaodonal d, and - John Fieh. 

y .. , I had l(arriner t o lunoh, but we di dn 1 t talk 
ebout houa1Dg. 

• 
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J: 

H.II.Jr: 

J: 

H.!l.Jr: 

J: 

H.M.Jr: 

J: 

H.!oi.Jr: 

J: 

H. !oi.Jr: 

J: 

H. !oi.Jr: 

J: 

H.K.Jr: 

J: 

H.ll.Jr: 

J: 

H.ll.Jr: 

J: 

H.K.Jr: 

J : 

H.J.I.Jr: 
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- 2 -

You did not . 

No. I - I gueea we were Joking about it, but I aean 
in a aenee that - Marriner wae Joking about John 
F1eb. talking b.1a deaf, dWilb and blind, eo we 
kind or kidded Marriner a little bit. 

Yee . 

That's about all . 

Well, I'll have an enduranoe contest tb.ia afternoon, 
between John and Fieb.. 

Yee . 

Tb.at is between Marriner and Fish. 

'l'hat 1 e right. 

That is it I break up tb.e aeet1ng. 

Tb.at'• right . 

Well then, give me a ring tb.en tomorrow. 

I'll do that. 

I! ~ou•ve got a tree - got a tre~ lunc~ 
ot it . 

But, I'll eee- I 'd l .ike to eee ~ou. 

All right, tine. Hello. 

Yes. 

How'• tb.e market today? 

Bad. 

I\ 11 -d? 

The last I aaw, it wa1 about 4i po1nta ott. 

Yea. 
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J: 

H.K.Jr: 

J : 

H.!.I.Jr: 

J: 

H.K.Jr: 

J: 

H.U.Jr: 

J: 

H.U.Jr: 

J: 

H.ILJr: 

J: 

H.K.Jr: 

J: 

H.K.Jr: 

J: 

H.U.Jr: 

J: 

- 3 -

OOYernaent? Strong. At least eteady, but I mean 
they were Yery etrong last week. 

328 

Yea, I know they ware. They went up a good deal. 

Yea. They 1Ye Juet about held their own. 

But steady today. 

Pardon ae. They were steady to~. 

Uh- huh. 

They were eteady today. 

Well, the market wae - I don' t underetand 1t, do you? 

N.o . It's beyond 118. 

, 

By George, 1t'e beyond me. 

No. It Juet doesn 't eeem to t1nd a bottom . 

Well -

wanted - one bottom. 

Yea. 

wanted - one bottom. 

That's right. 

0. )(. 

GoOdbye. 

All r1ght1e. 
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~U>ERAL R.UERVR. BANK 

OP N~YORK 32.; 
CORRESPONDENCE DATE loy•)l·~ llf'7• 

SUBJECT• t§I!JIJIQII CC.JUU!IOI B 

J., I. laa._ 
------------~~,~~~~-

Ill'. C&r1cUel. ulle4 u 10110 \odq 111d requenet ~at "' iWT 

lb.lp W b1a 117 u .. lbip lol'llaUe oa •~•her 14 a tunher 

t&,ooo,ooo wonh ot cold. I aamre4 b1a that hla requen 110uld be 

p~ptl7 •"•de4 to. 

the autcn ooaUaue4 \o 10 their wq, Cancuel. nate4, ao 

tht7 ccnal4 ~ \o their naen .. wer, 4q. I aake4 neth er 1t 

bad belli cleo14e4 Jtaet how \be Bl'1iiah ore41t 1101llcl b e paid ott, thai 

11 'lllether the colcl ~4 be tak111 ~ the Blllk or ~ the l'lmd. 

Be repl1e4 that ao cleciaioa bad belli ade 811d \bat that 11101lld nr, woh 

depllld oa \be 1I1IT \he autcna would 10 before the aa\ul'1ty ot ~~ 

credi h o•• u.nd• Be waa ooannoe4 that the J'lmd colllcl PIT ott the 

lom it 1\ were ao clec1cle4. a, r..Uae4 that p.-•t by the had a11ht 

iDYOlYe thla 1'1*, \bat t h e F'a.Dd ailhi aubaequ111tl7, it t he aultet 

ahould iul'll aaaiDII\ it, bawe to bawe reoour" to t he BUlk ot Fr111oe, 

ch, ot oourae, 110Ql4 aake a Yt17 bad iapr .. eion. ror tbia rnaon 

paople ailht prefer \o haYe the J'Und relaiD a .ubetmUal _, 

1\1 10ld and· ezohe•c• a""' 1D oa" aoaethinl ahollld happlll later. 

tar aa he waa ooatel'lle4, he 1101lld prefer to take the l'1ak llld hue 

hDd .upJ17 \he ..U ....,.,. 

I aa1Ee4 wbether, 1a eue the cold "'" tak111 ~ the Bad, 

trMaWJ' .-14 ,., tor 1i 117 borrowial ~ the Beak. Ca1'1pel. re­

~'"'·'' ... that ra.,-.S.)le nihol'1U" 1A Pane were 4o1AI all iht7 oollld \o 

"''"':~." \bat, a••• \he etton to rai" a lom 1A llall111d, WbJ.ah be per­

NIIialJLJ' ...._tat ldabi be ooae1clere4 aa detiaiit17 oloae4 WID i!Mqh the 

i.a ball .. , bllll aar ... •POD (teaa oae JMI', . amount 150,000,000~ld!! 
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P'U.IlAL ...eatVC aANK 

CW NEW YOittt 

3~0 

DAn In 'p M, JAW. 

SUIOJKCT' WJL •• con zm• ma 
••• OJI nec:w -·· 

Kaft .. l WUe fali'!T .-! .. la4 P•Jle wve \Ulq tllSJIII 

4(111thl' al'bvnp the PUla ..... IIAIIln, the ,_, •• the Ltedoa au­

Itt\, ba4 .. , , .. • 1104 tetq. Aa a aattu ot tan, ll• thMIIbt all 
bad 

nolk ll&lll"l at the pn•-' U.e wve/all \be Wl'lcl ..-. 

V I 
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MBo 

Secre t ary of State , 

17aS:'.ington. 

33: 

GRAY 

London 

DatEd NOVEmbEr 221 1937 

Rcc ' d 1 :46 p . m. 

In tb£ nbsEnCE of Walcy (numbEr 687, No~ c~b£~ 21 7 

p . m. ) BtulEy tElEphom:d to an;: t:w. t a cr:.tstion h9.d bEEn 

p\.~t down in thE :lO\.lS E of Co. n ons for tomorrow a s!ci.· 3 ill 

effEct for an assu.""'lncc from the cr.ancdlor of · t!JF. <:x-

chEqucr t hat p crx:Ung the c onclusion of thE proposEd 

Ang1o- h.tlErican tradE agrcone:nt the fimncial cooperation 

cstabliohcd und£r thE Tripartite Declaration would not 

only bE continued but inc reased. Simon proposes to re­

ply 111 am VEI"Y glad to givE ~hE I!OUCE thE d£31rEd as-

aurancc e" 

Lit tle: buaincss io b <ill3 don£ in either thE cxchansc, 

scouri ty or ccamnocl1 ty marla: t o duE to the growing ftt1ing 

of pcsoimisra. 

JOSNSON 

JLS : KLP 
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IB 

SEcrEtary of Stat E 

flashingt on. 

1647, r ovEmbEr 22, 6 p . m. 

POR '.1'Y.S '-T.{(A:O:URY, 

GRAY 

Pari a 

332 

DatEd NovembEr 22 , 1937 

REc 1d 4 :21 p . m. 

DEfinitE information rElatin~ -;o t:~E ir.~r:·r c !. an' 

sEcurit~ cor.ditions of th£ ~.ms;trd.:~•n cr£'i1t is ~tn:.. 

laclcing. If thEy wErE r Enscna\l lE >:~.ld ;-:o••mal ~t. wo..1:!.d 

sEEm that th~ Tl'Easnry would not h~s1 ta~E t o 1\llow ';hED' 

t o bEcomE known . 

ThE FINMlCIAL TIMES undErstand~ th1t thE t ErmS art 

morE ExnEnsivE than t hos E of t hE toneon crEdit . rn any 

casE borrowing from onE quartEr in orc~r to hElp pay ott 

a ~nturing loan in anoth~r lS considErEd as a poor pol1c; 

and not conducivE to conf 1dEncE . 

\'hEn on NovEmbEr 18 in thE ChambEr BonnEt announced 

t h E rEpa~Ent of t hE London crEdit , hE obsErvEd that 

"th£ mort gagE which had wEighEd on thE gold rEsErvrs or 

th£ Bank of Franc£ would thus bE liftEd" . TherEfor E t~s 

statE"-~nt would appEar to i ndicatE t hat t hE Amattrdaa crE~it 
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RB - 2- No , 1647 , November 22, 6 p, m. f rom Paris 

doEs not carry a gold guarantEE , In any casE BonnEt 

d i d not takE thE ChambEr into his confi dEncE rEgardlng 

t he AmstErdam opEration w,~ch on that dat E was apparEnt­

l y alrEady concludEd, 

DEvElopmEnts rElati.ng to tht ntgotiation of a tradE 

agrc · mEnt bEtwEEn t hE UnitEd StatEs and Grt a t Britain 

hr. vE bEEn g~.v c:n widE noticE i n t hE financial prtss . 

GtnErnlly s nc:dking t ht tvtnt is con:mtntEd UT)("I~ ':l'.'::h 

intErEs t and s atis faction , r. • Il:.·N,MATION rrgar·l~ thE 

nEgotiations as a gEnEral Encourag£'11tnt for t nt c;.Evc'.'lP·· 

mEnt of intErnational tradE and a~ haV1ng a [<:•liticol 

signi~icanct a s considErablE as th<:i r rconomic signifi· 

cane£, Furt hErmorE financial circl~s bErE ExpEct tnnt 

a rEla tivE stability of stErl i ng and of t hE dollar will 

havE to bE tstablishtd to form a monetary bas1s for tht 

tradE 113rEtmtnt and this possihilit:r V'OUl d no dou~t bE 

r Egnrdtd a s a vEry dtfinitE £nhanctm£nt of th£ valuE of 

thE tripartitE monEt ary arrar.3t mtnt . 

Transactions on t hE txclULng£ markEt hEr E today ~~vt 

bEEn lif El Ess and quotations hav£ movtd within narrow 

lim~ts , sttrling is quotEd at 147 ,20 and thE dollar at 

29 . 11 . WE arE told by our mar kEt contact that thE National 

Ci ty 

Regraded Unclassified



RB - 3- No . 1647, NovEmbEr 22, 6 p .m. from Paris 

0ity Bank bought an insigni ficant amount of dollars 

for t hE fund , Forward ratE!! almos t unchangEd, 

~bE sEcurity markEt was dull and unsEttlEd and 

rEntEs wErE fractionally lowEr o OthEr sEcuritiEs all 

lost gr ound , 

BULL ITT 

NPL 

33"? 
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TELEGRAl' SENT 

f.JcEl'BAS<;Y 

LONDON (ENGLAND) 

458 .. 

GRAY 

NovEmbEr 22, 1937 

6 p. m. 

r or ButtErworth, from SEcrEtary of TrEasury. 

Your 728 , NovEmbEr 22. 

SuggEstEd answEr is EntirElY agrEEnblE . 

::A: HF: Bl!P' 

HULL 
HF 
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