' detail on the foreign policy aspect of this message in
o ,
i 43/ 3 a separate despatch, but Mr. Roosevelt succeeded so

A skilfully in basing his appeal for national unity for
internal reconstruction upon the argument that the storm
signals from across the seas necessitated putting the
American house in order that in all probability foreign
and domestic issues will interlock throughout the

/ forthcoming session, If this is so the process of

.-’/ educeting the public towards en intelligent appreciatlon

of America's position in the modern world may well be
considerably advanced this year. Whether the incrcased
interest in foreign affeirs which undoubtedly exists
throughout the country will ftend towards grester or less
enthusiasm for complete isolation is one of the problems
which the session may help to solve, The debate will be
stimulated at the outset by a ressage which the
Pregident is sbout to send to Congress on the subject of
national defence. It will further be stimulated at a
later date by an attempt to repeal or modify the
Neutrality 'ct. It is thought likely that this subject,
which bristles with prejudices and antagonisms, may be

left over for a month or two yet to give time for the

Administration/
The Right Honourable
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in the suggestion that nearly $500 million in new taxes
will be desirable to prevent sbrupt curtailment of
spending on relief and national defence, in the problem

of elaborating a satisfactory bill to rehsbilitate the
railways, and in a fresh attempt to reorganise the
machinery of Govermment in order to provide the President
with the administrative powers for which he asked in his
message.

2. The mood of the new Congress will be less
subgervient than that of its predecessor and yet the last
Congress on two vitel occasions, those of the Supreme
Court Bill in 1937 and the Executive Reorganisatiocn bill
in 19358, proved itself recalcitrant to the extent of
rejecting the President's proposals. Underlying the

mood of Congress is undoubtedly the traditionsl suspicion
of the powers of the Executive, which all Mr. Roosevelt's
strictures against dictatorship have failed to allay.

The "New York Times" recently suggested that one of the
most useful things that this Congress could do would be
to reconsider in the light of present needs the various
emergency powers which the President has accumlated :
during the past five years. Under existing law the
Preslident can agein devalue the dollar at any time that
he chooses to do 803 he can issue three billion dollars
in notes at his discretion; he can introduce a
bimetallic standard by s stroke of the pen by decreeing
the unlimited coinage of silver; he can mm W
otthoaumdonnr;tmmzp : w




he can gpend, subjeet only to eortaduu!nswﬂl
limitations, funds for relief, farm benefits, etc.
amounting to wore in 2 single year than was entrusted

in the aggregate to the discretionary powers of all

the Presidents before him in the history of the country.
On the whole it is esdmitted that the President has

used these vast powers with moderation, and in suech
instances as the trade agreements asct with skill and tact.
Nevertheless, if Congress is in a mood for economy and
retrenchment, as it is reported to be, there will
certainly be severe criticism of the semi-dictatorial
powers of which the President can avail himself,

Be kir. Roosevelt may succeed in carrying his
programe of spending for prosperity. Hie srgument
regarding the present unemployment of capital and the
need to attain a total turnover of busineas, or total
nationsl income of 80 billion dollers a year, may prove
persussive. It was notable that during the reading of
his message a passage which evoked great spplause was
one in which he indicated the slternative course of
reducing the present activiticss of Covernment by one-
third and cutting down expenditure to that extent. But
the appleuse was less vociferous when he peinted out
that in order to do so Congress would have to take the
responsibility of drastic reductions in expenditure upon

assistance to farmers, veterans pemsions, flood control,

highways,/




purse is bottomless. The ﬂmﬁn&

¥Mr. Roosevelt is to maintain government ncﬁviﬁéc dﬂ
expenditure and even to increase them, %o stimulate
private enterprise to employ its capital by pntt.‘m'z wen
to work and thereby in a very short time raise the
national income to 80 billion dollars, at which point

it should suffice without increased taxation to yield
enough to balance the budget.

4o Thus the President has not turned his back upon
the New Deal., He has, however, made it clear that he

does not propose any drsstic fresh legislation but
rather the amendment and perfecting of existing
legislation on social security and lsbour rclations. He
does however ask once more for executive reorganisation
to enable the administration to make the best use of

the vast machinery under the Kew Dezal, and promote
greater government efficiency., In his Jackson Day party
speech on January 7th he stressed once more his view
that the Democratic Party must be a liberal party and
that those who were too faint-hearted to go along with
him on this road had better join the Republicans. By
this of course he indicated that he considered the
Republican Party unregenerate and reactionary, as it

had slways been since Lincoln with the possible
exception of a few years under Theodore Roosevelt.

Some of those present at the Jackson Day dinner came
sway with the impression that Mr. Roosevelt was making
¥ Spp—— ||




neasures the Party must ultimstely be split.
5e As enticipsted in my despatch No. 1141 E

of December 23rd last M¥r. Harry Hopkins has been
appointed Seeretary of Commerce and Colonel Harrington
has succeeded him at the head of the Works Progress
Administration. MNr. Frank Murphy, a fomer Governor-
General of the Philivpines and more recently Governor

of ¥ichigan, has been sppointed Attorney General. He

is forty-Tive years old and described as an ascetic,

an idealist, an able lawyer and administrator. His
governorship of liichigan was marked by severe strikes in
which his eritics complained he adopted too complaisant
an gttitude towarde the strikers, although his
supporters c&lim that by so doing he averted very
gserious bloodshed. Another important nomination is that
of Professor Felix Frankfurter to the vacant Bench in
the Supreme Court. It seems generally agreed that
Professor Frankfurter is 2 highly suitable nominee to
carry on the liberal traditions of the late Justice
Cardozo. He is & Jew, like his predecessor, and was
born in Austria but has lived in the United States since
he was twelve. All these three nominations have got to
run the gauntlet of confirmation by Congress but they
will almost certainly not be rejected. The three men
are all of them liberals and New Dcalers, and the
reconstituted Cabinet will reflect the President's point
of view more accurately than before. There is however

no/
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conservative flavour to the legislation.

6. The Sheppard Committee of the Senate, has
issued its report on the Works Progress Administration.

It has detailed various abuses whereby Democratic candldates

avalled themselves of the VWorks Progress Administration
for 3&2&3‘ purposes, one of the offenders being Senator
Barclay, the Senate Leader, although the Committee found
nothing to show that he himself had any personal
knowledge of the activity of persons who solicited
contributions from Federal employees on his behslf or of
politieal activity in the ranks of the Works Progress
Administration personally working in his interests.

The Committee has made 16 recommendations mostly dealing
with the methods for extending and tightening the
present provisions of the law against soliciting
contributions to party funds by Federsl employees. Other
recommendations require a fuller sccounting of funds

and a limitation of the amountes which may be contributed
on behalf of candidates seeking election. It is aleo
recommended that candidates be prohibited from promising
work, employment, money or other benefits not connected
with public relief. The Committee found that there had
been 1n several States unjustifiable political activity
in connection with the work of the Works Progress
Adminlstration and 1t believed that funda appropriated by

Congress/
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Hopkins will perhaps help in this. It',”.,_ 1y seews
time that the tax-payer at least can feel mot
value for money spent. The President has Just asked
Congress for a deficiency appropriation of $875 million
for the next five months of the Works Progress
Administration an amount which exceeds the total
expenditure of the Federal Government for the entire year

before America's entrance in the World War. This means
that the 'Jorks Progress Administration has succeeded in
spending the last pvenny allowed by a generous Congress
even in the event of “some extracrdinary emergency
which could not be antieipated”, The emergency
obviously never sctually arose, because the bill
authorising the money which has now been spent was passed
in June at the bottom of the depression, since when the
index of industrial produetion has risen from 77 to 103
and the Labour Department's index of factory employment
has risen from 82 to 91, Actually the expenditure by
the Jorks Progress Administration tended to rise until
November 5th, since when it has been falling. Men have
been leaving relief for private employment, but an
average of three million workers are expected to be
dependent upon the jjorks Progress Administration in
February and March with a reduetion by June to 2,700,000,
T Another Congressionsl Committee which has
issued its report is the Dies Committee on un-American
activities. The report, regarding which I shall have
the/
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and aleo at showing that Nazi mm“‘ ﬂm : ;»
their own special technigues are aiming at the destruetion
of free institutions in this country, The hearings of

the Committee have undoubtedly served to focus publie
ettention on such groups and their operations, and it

may well be that Congress will either reconstitute the

f

Committee or appoint a better one to follow up the clues
which it has revealed, The present report is otherwise
of little interest or value, and the Committee has in
the words of the “"New York Times" "Bolemnly listened to
a great deal of obviously hysterical tosh".
B. I am sending copies of this despatch to the
High Commissioner for the United Kingdom in Cansda, the
Prime Minister of Australis c/o the Dominions Office,
and the Department of Overseas Trade.
I have the honour to be,
with the highest respect,
Ky Lord,
Your Lordship's most obedient,
humble servant,

(36D) V. A, L, NALLET

H.l, Chargé d'affaires.




