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BRITISH EMBASSY, 

WASHINGTON, D. C . , 

December 38th, 1939 

10* 1465 X 

Mf Lord, 

The hol iday season and the extent to which 

the war In Finland and the various naval and a i r 

engasetteitta have engrossed public Interest have 

combined to push internal questions Into the background* 

In any case, there has been l e s s happening than usual 

wo thy o f report s ince I had the honour $£ addressing to 

you my despatch No* 1569 of December 6th. But now that 

Christmas celebrations at the White louse and throughout 

the land are over , the president i s reported to have 

started work on the f i r s t dra f t of h i s annual message 

to Congress, which he w i l l probably read in person to 

that body when i t convenes on January 3rd, advising i t 

on "the s ta te of the Union** and making such recommenda­

t i ons f o r l e g i s l a t i o n as he deems advisable* With the 

New Year and the meeting of Congress there w i l l be a 

rap id r e v i v a l in in te res t in internal a f f a i r s . 

8. Meanwhile there have been two changes i n the 

senior posts o f the Administration. One i s the 

appointment o f Joseph K. Cav ies , United States 

Ambassador to Belgium as a special ass is tant to the 

Secretary of S ta te , to deal with war emergency problems 

and in ternat iona l trade negot iat ions. The other i s the 

res ignat ion o f Mr* John Hanes, Under Secretary for the 

Treasury. Mr. Hanes, although he has only held h i s 

""of f ice i n the Treasury f o r 18 months has long wished 

to return to p r i va te business and has only stayed on 
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in the t M t m r y mat 11 new on Mr* Horgenthaufs 
persuasion. Though tfie President only iaSfc sumner 
began to appreciate h is qualities in fu l l , hie 
posi t ion as a moderate Democrat, i&Bfnon-partisan 
attitude, and the serious and objective work be has 
done on questions of testation, have been valued by 
the business world and by Congress* He i s one of 
the few higher o f f i c i a l s of the Treasury who have 
resigned fo r reasons other than disagreement with the 
Governments po l i c ies . *£rv $anlel B e l l , an 
o f f i c i a l of long service in the Treasury, i s to 
Bucceed him, but can hardly replace him* 
3* The question of who i s to contest next 
Presidential elections continues to be a pr inc ipal item 
of discussion* On the Republican side Mr* Dmpey, whose 
candidature X reported in my l a s t despatch, has 
opened h is campaign, at Minneapolis, by a speech in 
which he declared the *Wew Deal" to be imbued with 
defeatism and a philosophy of despair a f ter a seven 
years ' attempt to solve the problems before the nation* 
He expressed h i s be l i e f that the Hew Deal had 
"sincerely attempted" to f u l f i l i t s social obl igations, 
but added that th is i e "only hal f the job", sayings 
"The other hal f i s to maintain, to encourage the 
economic system which supports the Government and makes 
performance of soc ia l obligations possible11* He then 
l a i d down the f i r s t principle- which he believed must 
be maintained i f the country were to solve the grave 
problems i n agriculture, i n labour, i n business, l a 
unemployment, in finance which faced i t , namely to 
"make up Our minds whether we bel ieve i n the continued 
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growth of this country , or whether we b e l i e v e we have 
n M M our economic l imit . ' . ' on the Democratic aide 
on December 16th the V iae Pres ident nr. S a m e * 
announced h imse l f t o be a candidate and by h i e a c t i o n 
seems t o have ranged h imsel f against a t h i r d term f o r 
t he Pres ident wi th whom he has served two terras. 
P o l i t i c a l l y , and e s p e c i a l l y i n the Democratic P a r t y , 
t h i s pub l i c a s se r t i on has shat tered any favourable 
r e s u l t s which might have come from recent pronouncements 
of Cabinet members. Ambassadors, and other o f f i c i a l s i n 
favour o f a t h i r d term f o r the Pres ident who have 
rece ived t h e i r commissions from Mr. Roosevelt and whose 
tenure i s subject t o h i s p leasure . Unless the Pres ident 
i s . w i l l i n g t o s p l i t h i s par ty i n 1940 and turn the f o r t h ­

coming sess ion o f Congress i n t o a cockpi t where u s e f u l 
t h ings must p e r i s h and only des t ruc t i on s u r v i v e , he 

cannot become an a c t i v e candidate aga inst Mr* Garner. 
The spectac le o f the two c h i e f s o f the American S t a t e , 

the two outstanding leaders of the p a r t y , engaged i n a 

s t ruggle f o r delegates would d isperse every f a c t o r of 
cooperat ion and harmony at a time when ou t s ide 

cond i t i ons require t h e i r presence as much as p o s s i b l e . 
Mr* Garner has a large and en thus i a s t i c f o l l ow ing i n 
and out o f Washington among a f f i l i a t e d members o f the 

p a r t y , and these w i l l o f f e r r e s i s t ance t o any White 

House p ressure , and so i n e v i t a b l y produce opposing 

Roosevelt and Gamer groups i n Congress on con t rover s i a l 
Hew Deal p ro j ec t s * But t h i s cond i t i on w i l l be m i l d i n 

comparison t o what would f o l l o w an open f i g h t f o r 

de lega tes between the Pres ident and the V i c e President* 
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The PresidentIs hopes for cooperation have been 
manifested by a generally conci l iatory attitude toward 
Democratic Moderates and Conservatives sineo the special 
session began* On h i s behalf i t has been frequently put 
forth that no more New Deal "reforms" would be attempted. 
And, save for the inspired third-term declarations and 
the continuation of inner New Deal tact ics toward "Wall 
Street" , the President's radical group has been pretty 
well kept l a the background, Mr. Roosevelt has also 
expressed the hope that the 1940 session of Congress 
would be br ief* A l l hope of th i s would end i f the 
President and the Vice President should engage i n a 
contest for convention delegates* The hope w i l l be 
imperilled enough i f Ifr* Roosmlt puts the Administration 
backing behind one of Mr* Garner1a r i v a l s , as many 
Democrats expect him to do* Unless the "draft 
Roosevelt" s trategis ts can f ind a Democrat of equal 
standing to o f fset Mr* S a n e r , he has crippled the ir 
e f fort* I f Secretary Hull or Postmaster General Farley 
could be induced to endorse a third nomination for the 
President, the counterbalance would be provided* 
Except for Mr* Hull and Mr. Farley i t i s d i f f i c u l t to 
name any Democrat i n a category of popular or party 
strength approximating Mr* Garner's* Unless their 
fr iends are mistaken* neither Mr* Hull nor Mr* Farley 

ion 
favours a th ird term. The general Impress/now i s that 
the President himself does not want a th ird term* 
But i n the long run the issue w i l l be determined by 
the foreign s i tuat ion. I f there i s an acute i n t e r ­
national c r i s i s t h i s spring or summer the popular 
demand that horses be not swapped i n mid stream may be 
^presnisttdbie both for the President himself and for 
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his party. 
4. The Temporary National Economic Committee 
continues i te slow enqsiiry *a*° t h * alleged prevalence 
of monopolistic practices in business* It has recently 
been investigating investment trusts and investment 
banking; Svidenee has been given by some of the 
partners in J . £• Morgan and Company and Morgan 
Stanley and Company, and the opport?uiity has not been 
missed of bringing these firms once again under fire* 
I t was, however, refreshing to hear Mr. LeffingwellS-? 
one of the senior partners in J* P* Morgan and Company, 
declare that one of the great troubles was the belief 
of many people that the national economy was old or 
dead* niSo my mind11, he said!, " i t ' s a juvenile economy11* 
5. The National Labour Relations Act which, 
more than any other law in recent years, has involved 
the national Government in many problems of 
administration, bearing intimately upon the personal 
fortunes of as many men in as many different local i t ies , 
and having in the aggregate as large an influence on 
the development of industrial relations, i s the 
subject of an enquiry by a special committee of the 
House of Representatives* The evidence given to the 
Committee has tended to draw a distinction between the 
law and i t s ateinistration* A member of the labour 
Relations Board as described the act as "a good law" 
not in need of amendment in any important respect, 
necessitated in i t s enactment by the opposition of 
many employers to the practice of collective 
bargaining and capable of being enforced eff ic iently 
with cooperation on their part. He then pointed out 
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what seem to be grave weaknesses and blunders in i t s 
administration. Meanwhile the act , already the subject 
pT'ht attack both by employers and by the American 
Federation of Labour, has now drawn the f i r e of the 
Committee tor Industrial Organisation* hitherto i t s one 
defender, and i t has demanded various amendments designed 
to put an end to a s i tuat ion which* in i t s opinion, has 
frustrated to some extent the e f f o r t s of organised labour 
to secure the protection to which i t i s ent i t led . 
6T The recent Congress of American Industry 
adopted a "platform" which was only mi ldly c r i t i c a l of the 
Mew Deal pol icy when i t stated that : " I f regulation 
goes beyond the prevention of abuses and the protection 
of the rights of citizens and moves into a f i e l d of 
aff irmative control and direction, i t becomes a serious 

rMfstacle to the e f fect ive functioning of enterprise. 
In the e f fo r t s to overc^e the depression, p o l i t i c a l 
p o l i c i e s and measures have been adopted which, however 
good the intention, have defeated the object ives they 
were expected to meet. Obviously, i f industry i s to do 
i t s f u l l part i n promotion of the national welfare» some 
exist ing laws should be altered or repealed, and 
especial ly labour leg i s la t ion should be so modified as 
to ensure fairness to the employer, the employee and 
the public* A determined e f fo r t should be made to so 
reduce the expenses of government that income would not 
be exceeded, and th is desirable achievement effected at 
the ear l ies t possible time** 
?• The State of Ohio has been passing through a 
crisis regarding the r e l i e f of i t s unemployed which i s 
said to threaten seriously the chances of e lect ion i n 
h i s own State of Senator 'J?aft, one of the Republican 
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Presidential candidates, and the political reputation o f 
Mr* Brleker, the Republican Governor* Owing to a 
provision in the State Constitution the large cities of 
the State, such as Cleveland, Toledo and Akron, where 
business la thriving and. mi l l s and factor ies running 
close to capacity, are unable to increase local 
taxation su f f i c ien t l y to f ind the sums necessary to 
support the more than a mi l l ion people i n the State 
who are dependent on some form of r e l i e f * The result 
i s hunger, fear , insecurity and threats of r i o t in a 
State third i n the Onion i n point of wealth and fourth 
i n point of population* 
8» I am sending espies of th is despatch to the 
High Commissioner for the United Kingdom i n Canada, 
the Prime Minister of Austral ia c/o the Dominions 
O f f i ce , and the Department of Overseas Trade* 

X have the honour to be, 
with the highest respect, 

My Lord. 
Your Lordship*s most obedient, 

humble servant, 

(s«t>) LOTHIAN 


