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My Lord, 
With reference t o my despatch No* 86 S o f 

January 10th, I have the honour t o report that the 
Admin is t ra t ion leaders I n Congress are a lready haying 
considerable d i f f i c u l t y oyer the supplementary r e l i e f 
appropr ia t ion o f §875,000,000 asked f o r by the Pres ident 
t o cover the remaining months o f the current f i s c a l year* 
The Sub-eommi t t ee o f the House o f Representat ives , a f t e r 
hearing witnesses represent ing labour , r e l i e f 
o rgan i sa t i ons , and the Mayor o f Hew York, proceeded to 
recommend the reduct ion o f the appropr ia t ion to 
#725,000,000. The advocates o f economy reca l l ed tha t 
the Works Progress Administrat ion s ince i t s c rea t ion had 
already absorbed appropr iat ions o f $6,848,000,000; they 
argued that many persons now rece iv ing r e l i e f from the 
Works Progress Adminis trat ion might wel l be absorbed 
i n t o industry now that a business recovery was tak ing 
p l ace , and that many o f them had no business to be on 
r e l i e f a t a l l . The debate on the f l o o r o f the House 
showed how strong was the f ee l ing against Mr. Hopkins* 
methods o f administering the Works Progress Admini s t r a t i on 
and the f i n a l vote taken confirmed the Committee's cut 
by 226 - 137 votes . Since then the Senate has i j 
considering the appropr iat ion i n Committee. Cr i t i c i sms 
have been coming i n from const i tuenc ies t o the e f f e c t 
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that the cut would throw thousands o f f the r e l i e f r o l l s 
I n a i d - w i n t e r , and a co ld weather s p e l l i n Washington 

helped t o persuade the Committee towards a compromise 
whereby the #160,000,000 cut should s t i l l apply hut 
d i smissa l s from;the r e l i e f r o l l s be fore A p r i l 1st should 
be not more than 5% o f the present number on the r a i l s . 
A loopho le weald a l s o be l e f t f o r the President t o appeal 
f o r a f u r ther de f i c i ency appropriat ion l a t e r i n the 
spring i f unemployment s t i l l showed no ser ious s igns o f 
d iminishing. The Senate Committee sent the B i l l i n t h i s 
form t o the f l o o r o f the Senate by a vote o f 17 - ?• 
There i s a strong movement led by the Adminis trat ion 
l eader , Senator Berkley , t o restore the c u t ; ME. Garner, 
Senator Harrison and other conservat ive minded Democrats 
are sa id t o be on the side o f economy, and the vot ing i s 
expected t o be c lose . Whatever the f i n a l outcome may be 
there i s a growing sentiment t o regard r e l i e f as a 
permanent rather than an emergency problem* There i s 
much c r i t i c i s m that h i ther to the character o f the Works 
Progress Adminis trat ion has l e d to i n e f f i c i e n c y , 
extravagance and overlapping. I t i s f e l t that a w e l l 
worked out p l an f o r making r e l i e f a permanent feature 
o f the s o c i a l system, j u s t as o ld age pensions w i l l be 
under the Soc ia l Secur i ty A c t , would be pre ferab le . 
2. The Senate*s Sub-Committee on unemployment 
and r e l i e f sent i t s report t o Congress on January 14th 
recommending a new Department o f Pub l i c Works which 

w i th the Soc ia l Secur i ty Board would coordinate and 
handle a l l s o e i a l secur i ty matters inc lud ing a p u b l i c 
works programme, a j o i n t C i v i l i a n Conservation Corps 
and Nat ional Youth Assoc ia t i on programme and 

unemployment insurance. Several o f these recommendations 
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were included i n the President's message on social 
security, which he sent to Congress on January 16th. In 
th i s he recommended extension of the Old Age Insurance 
System to 6,000,000 additional earners over and above 
the 42 j mi l l i on already covered "by the exist ing scheme, 
the increased protection to he afforded to the aged 
and to dependent children* Another revision required 
was that old age pensions should "begin in 1940 rather 
than in 1942, and should he on a more l ibera l scale i n 
the early years than i s provided for in the present 
scheme. Incompetent and p o l i t i c a l l y dominated 
personnel were blamed by the President for having done 
harm i n several States and he made i t a condition for 
the receipt of Federal funds that the States should 
establish and maintain a merit system in selecting 
personnel. He urged the wisdom of building upon the 
principles of the exist ing Social Security Act rather 
than turning to untried and unsound panaceas, by which 
he undoubtedly meant schemes l i ke the Towns end Plan. 
3. Another important message sent by the 
President to Congress last week asked for a short and 
simple Statute to put an end to the present reciprocal 
immunity from taxation of Federal, State and local 
Government securit ies and salaries, on the ground that 
the exemption goes almost ent irely to help those already 
well able to share the burden of taxation. The reform, 
i f passed, i s expected to bring in at least an 
additional $150,000,000 a year i n taxation. I have 
reported more f u l l y on th is in a separate despatch. 
The subject i s one which i s l i ke l y to arouse serious 
controversy. 
4. The question of the re-enactment of 
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processing taxes on agricultural product s*£ repeatedly 
advocated by Mr* Wallace as a means of providing funds 
for "parity** payments to farmers under the Agricultural 
Adjustment Act , came to the surface again l a s t week and 
seems to have been f i n a l l y disposed of so far as the 
present Administration i s concerned. There had been 
reports to the ef fect that Mr. darner was strongly 
opposed to the proposed tax and these were followed by 
an open expression of disapproval by Mr* Morgenthau* 
Final ly on the following day the President le t i t be 
known at a press conference that he regarded the proposed 
tax as a "depressant** 
5* The National Defence B i l l s referred to in my 
despatch Ho* 72 of January 20th are now being considered 
in Committee* Much I s being written on the subject in 
the press* but there i s no great incl inat ion to c r i t i c i se 
the principle* and the comparative moderation of the 
President*s proposed expenditure* actually hardly more 
than ha l f what i s proposed for the deficiency r e l i e f 
appropriation for the next s ix months* has rather taken 
the wind out of the sa i l s of a l l but the most pac i f i s t 
cr i t ics* The American Ambassadors in London and Paris* wh 
are here on leave, were sent down to give evidence before 
a spocial jo int session of the House and senate Military 
A f fa i r s Committees* Their evidence was supposed to bo 
kept secret but a good deal leattfd out. probably by 
design* and the impression created was that a further oris; 
might be expected in Europe t h i s spring and that no time 
should be l o s t i n tackling Mr* Roosevelt's defence program! 
Iso la t ion is ts are complaining that the President 
deliberately staged the meeting i n order to make 
Congressmen1 s f l esh creep and that the whole defence 
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programme i s merely designed to distract public attention 
from the failure o f the Administration to promote a busine 
recovery at home. 

/ 6» Congress has confirmed the three nominations 
^jifl'y r e f e r r e d t o in paragraph 5 of my despatch ITo. 26 E> and 

the only one which r e a l l y provoked acrimonious d i scuss ion 
was that o f Mr, Hopkins. The f a c t that the r e l i e f 
appropr ia t ion was up f o r d i scuss ion a t the same time 
provided Mr. Hopkins' enemies wi th much powder and shot i n 
the way o f complaints against h i s extravagance and 
p o l i t i c a l M a s . He was cross-examined t>y a Senate 
Committee and made a great po int o f denying a f requent ly 
repeated story i n the press that he had described h i s 
phi losophy as t o "spend and spend, tax and t a x , e l ec t and 
e l e c t " . The rea l aim o f the a t tacks on Mr. Hopkins was 
d i rec ted rather at the President h imse l f . Several o f 
the conservat ive Democrats i n the Senate, such as Mr. 
George and Mr. Tydings, who had been the ob jec t i ve o f the 
P res iden t ' s autumn purge o f the Par t y , took the opportunity 
o f showing t h e i r h o s t i l i t y . I n the end Mr. Hopkins9 

appointment t o the Department o f Commerce was approved 
by 58 votes t o 27. Another i n t e r e s t i n g nomination which 
has been confirmed by the .Senate i s that o f former 
Senator James Pope o f Idaho t o be a D i rector o f the 
Tennessee Va l l ey Author i t y i n p lace of Mr. Arthur Morgan, 
who was dismissed l a s t year . 
7m On January 23rd the President addressed a 
message to Congress covering the f i nd ings o f an i n t e r -
Departmental Committee appointed to coordinate hea l th 
and wel fare a c t i v i t i e s . The Pres ident advocated no 
p a r t i c u l a r p o l i c y , but brought out two p r i n c i p l e s , one 

recognis ing the need o f cooperation between the States 
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and the Federal Government , and the ether the need of 
latitude for experiment* The Committee's report 
recommends Federal grants in aid to the States, calling 
attention to inequalities of resources and medical 
fac i l i t ies in different parts of the country, Grant a 
would have to he made not purely on the basis of 
population but taking into consideration the fact that 
the poorer and more backward communities, which most need 
medical assistance, are less in a position to pay for i t . 
Again, medical needs vary very much from State to State, 
and a programme which might suit an industrial State such 
as Massachusetts would never work in rural Arizona. As a 
result allowance will have to he made for experiments in 
different States and a too rigid Federal law might well 
defeat i t s own ends* The financial aspect of the problem 
i s one which, as in most of the Administration's schemes 
for betterment, takes rather a back seat, but the cost to 
the Federal Government of what i s proposed would 
apparently be very considerable* 
8* There i s indeed a good deal of alarm among the 
more sober minded Members of Congress at the spending 
policy of which Mr. Eeeles, Chairman of the Federal 
Reserve System, i s the chief proponent* Senator Byrd 
of Virginia, a well known watchdog of economy, i s leading 
the attack on Mr* Eeeles. "Ton think" he says in an open 
letter, "that the Government can purchase prosperity on 
borrowed money. I think that genuine prosperity must 
come from the productive industry of the citizens of our 
Republic". Nevertheless pump priming i s l ikely to 
continue because without i t people fear a fresh recession 
such as occurred when budget balancing became the fashion 
18 months ago. Every dollar of pump priming in Senator 
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fiyrd's view deters industry from spending two dollars* 
Bat Mr, Eccles, "backed by the President, "believes that 
a high rate of spending i s necessary i f the national 
income i s to be increased to the eighty b i l l i o n dollar 
basis mentioned in the President*s annual message to 
Congress of January 4th, and that without such an 
increase in the national income the budget cannot in fact 
be balanced. 
9. A formal demand was made in the House on 
January 24th by a Republican Representative for the 
impeachment of the Secretary of Labor, the Immigration 
Commissioner and the Solicitor of the Department of 
Labor. The Resolution accuses them of high crimes and 
misdemeanours in fa i l ing to deport Harry Bridges, the 
Australian ^ Congress of-- Industrial Organisations 
leader on the West Coast. Miss Perkins has declared 
that she welcomes the introduction of this Resolution 
and w i l l ask for an immediate hearing so that Congress 
may be f u l l y acquainted with the true facts. The 
Resolution has been turned over to the House Judicial 
Committee and may never emerge therefrom. This i s the 
f i r s t attempt to impeach a Cabinet Officer since 1876. 
The motive arises from the long standing dispute over 
the Bridges case between Miss Perkins and the Dies 
Committee on Un-American Act iv i t ies . The Committee 
heard evidence that Bridges was an al ien and a 
Communist and the argument of Mr. Thomas, who 
introduced the impeachment Resolution, i s that the 
Federal law provides that any alien w&Q i s a member of 
the Communist Party must be deported. 

10. The Trade Agreements Act i s coming in for the 

usual criticism in Congress and various projects are 
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a foo t t o amend i t when i t exp i res i n 1940 rather than t 
prolong i t as Congress can do i f i t wishes. A Seso lu t i on 
has "been introduced i n the Senate by Senator 0*Hahoney 
to require Senate r a t i f i c a t i o n of fu ture agreements. The 
House has a l so received B i l l s i n a s im i la r sense, and 
these have a l l gone i n t o Committee* The Admin is t ra t ion 
w i l l o f course oppose any such measures t o the utmost , 
as Mr. Hul l knows only top we l l that a t rade agreement 
programme would he wrecked by l o g r o l l i n g i n Congress 
i f each agreement had t o he r a t i f i e d . 
11. The labour movement i s having ser ious i n t e r n a l 
t roub les . Mr. Homer Mart in, Pres ident o f the United 
Automobile Workers o f America, who has f o r months been a t 
odds w i t h the extremists i n h i s own un ion , has now 
declared open war upon Mr. John L. Lewis and has res igned 
from the executive hoard o f the Congress o f I n d u s t r i a l ; 
Organisat ions. Mr. Martin accuses Mr. Lewis i n a l e t t e r 
o f betray ing the p r i n c i p l e s and p o l i c i e s o f a democratic 

I 
labour movement and o f aiming a t a personal d i c t a t o r s h i p 
over organised labour . He charges him with having 
a lready dr iven the In terna t iona l Ladles Garment workers 
Union out o f the (Congress o f r I n d u s t r i a l Organisat ions 
and with now dr i v ing the {Automobile ^orKer©;'̂ ^tt'p the 
same p o s i t i o n . Mr* Martin gees on t o accuse Mr. Lewis 
o f having adopted the methods o f h i s S t a l i n i s t a l l i e s 
and o f resor t ing t o de l ibera te falsehood and. using h i s 
l i eu tenan t s Murray and Hillman to undermine h i s 
(Mr. Mar t in ' s ) author i ty i n h i s own union. He has 
c a l l e d a convention o f h i s union f o r March 4th to 
demonstrate t h e i r support of U s ac t ion . 
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12* I am sendina .copies of t h i s despatch to 
the High Comaiiseioner/for the United Kingdom in Canad 
the Prime Minister of Australia e/o the Dominions 
Of f ice , and tlje Department of Overseas Trade, 

X have the honour to he, 
with the highest respect. 

My Lord, 
Tour Lordship*s most obedient, 

humble servant, 

(SftD) V. A. I*. MALIOT 

H.M. Chargi d fA£faires. 


