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BRITISH EMBASSY, 

WASHINGTON, D. C. 
July 27th, 1939. 

No, 824 E 

My Lord, 
Congress is now reaching i ts last lap before 

adjournment and wi l l probably go home next week. 
There is a general disinclination to tackle any more 
important legislation although i t i s assumed that 
some action w i l l be taken on the Works Financing B i l l 
which w i l l be referred to later in this despatch* 
What is interesting politicians much more than legis ­
lation i s the question of the 1940 presidential 
election. I t i s widely stated that Mr* Roosevelt would 
hare had much less d i f f icul ty with Congress, particular^ 

over the neutrality b i l l , i f he had boon prepared to 
renounce a l l ambitions for a third term* There are 
however many reasons why he cannot commit himself on 
this paint* In the f i r s t place the President is more 
aware than most Americans of the possibi l i ty of a 
European war and more convinced that such a war would 
eventually involve this country* His feeling appears 
to bo that i f there is a war he himself i s the best 
man to be at the helm* I f by the spring of 1940 the 
danger of war seems less he may more easi ly be persuaded 
to give up the idea of attempting to break a sacred 
precedent. Even then he w i l l certainly be determined 
to get a " l iberal" Democrat nominated at the convention, 
and any present renunciation on his part would weaken 

his authority with his party and play into the hands of 

The Right Honourable 
The Viscount Halifax, K. G 
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Mr# G a r n e r a n d t h e c o n s e r v a t i v e w i n g * L a s t w e e k 

M r . R o o s e v e l t a p p o i n t e d M r , P a u l H c H u t t t o t h e 

I m p o r t a n t p o s t o f F e d e r a l S e d u r i t y A d m i n i s t r a t o r , 

o n e o f t h e new o f f i c e s s e t a p u n d e r t h e g o v e r n m e n t 

r e o r g a n i z a t i o n p l a n r e f e r r e d t o i n p a r a g r a p h 7 o f a y 

d e s p a t c h Ho* 5 0 7 E o f H a y 8 t h * How Mr* McNut t h a s 

b e e n f o r t h e l a s t t w o y e a r s G o v e r n o r G e n e r a l o f t h e 

P h i l i p p i n e s a n d q u i t e s u c c e s s f u l t h e r e , b u t b e f o r e 

t h a t he w a s a h i g h l y p o l i t i o a l G o v e r n o r o f I n d i a n a 

w i t h a p a r t y m a c h i n e b a s e d u p o n a 2 p e r e e n t l e v y 

f r o m S t a t e e m p l o y e e s * He now b e c o m e s r e s p o n s i b l e f o r 

t h e S o c i a l S e c u r i t y B o a r d * t h e C i v i l i a n C o n s e r v a t i o n 

C o r p s , t h e N a t i o n a l Y o u t h A d m i n i s t r a t i o n , t h e P u b l i c 

H e a l t h S e r v i c e a n d t h e O f f i c e o f E d u c a t i o n , a n d t h i s 

w i l l j i v e h i m a g o o d n a t i o n a l p o s i t i o n f r o m w h i c h t o 

p r o j e c t h i s p e r s o n a l i t y a s a p o t e n t i a l c a n d i d a t e a n d 

a s o n e o f t h e i s s u e s a t t h e e l e c t i o n s i s l i k e l y t o 

b e b i g g e r o l d - a g e p e n s i o n s a n d h e a l t h a n d u n e m p l o y ­

m e n t i n s u r a n c e he may b e j u s t t h e man t o make p o l i t i c a l 

o a p i t a l o u t o f h i s new o f f i c e * M r . F a r l e y i s s a i d t o 

d i s l i k e h i m b a t a p p a r e n t l y Mr* H a r r y H o p k i n s a d m i r e s 

h i m * The P r e s i d e n t when a s k e d a t a p r e s s c o n f e r e n c e 

w h e t h e r he w § s t r a i n i n g u p Mr* McNut t t o s u c c e e d h i m 

r e p l i e d t h a t t h e r e w e r e p e r h a p s f i f t e e n c h a r m i n g y o u n g 

men who m i g h t be c o n s i d e r e d f o r t h a t p o s t , b u t t h e 

n e w s p a p e r s h a v e h a d some d i f f i c u l t y i n f i n d i n g a n y w h e r e 

n e a r t h a t n u m b e r t o whom t h e r e i s n o t some a p p a r e n t l y 

f a t a l o b j e c t i o n * Mr* Murphy a n d M r . P a r l e y a r e C a t h o l i c s * 

Mr* H o p k i n s h a s l o s t g r o u n d a n d i s r a t h e r a s i c k m a n ; 

Mr* R o b e r t J a c k s o n h a s n o t made t h e h e a d w a y t h a t w a s 
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expected o f him; Mr, Wi l l iam Douglas has disappeared 
In to tbe Supreme Court ; Senator Wagner la I n e l i g i b l e 
because he was not born In t h i s country; Mr. Garner 
l a too o l d , and Mr. H a l l has almost c e r t a i n l y made up 
h i s mind n o t to be a candidate* There i s always the) 
p o s s i b i l i t y o f the Pres ident throwing h i s weight 
behind sons progress ive who i s not nominal ly a 
Democrats^ and the names of Mr. La Guardia and Mr. 
Robert La K o l l e t t e and Mr* Ideas suggest themselves, 
ba t that would presumably s p l i t the Democratic pa r t y 
complete ly . So Mr. Roosevelt himself appears once 
more as the l o g i c a l candidate fio succeed himself i n 
1940. Th i s idea i s u t t e r l y d i s t a s t e f u l t o the) con ­
serva t i ve Democrats and during the present Congress 
they have been vo t ing i n the Republican lobby more 

or l e s s c o n s i s t e n t l y w i t h the idea of showing the 
Pres ident that i f ho runs f o r a t h i r d term there w i l l 
bo a c o a l i t i o n i n the country against him as there i s 
a l ready i n Congress. 

2 . The e f f e c t o f " t h i r d term p o l i t i c s " has 
been seen I n i t s most d i sas t rous form i n the f i n a l 
she lv ing of the N e u t r a l i t y Act by the Fore ign Re la t i ons 
Committee o f the Senate . Looking back, i t now seems 

that both the Admin is t ra t ion and Senator Pittman made 

a mistake i n not p lac ing the r e v i s i o n o f the N e u t r a l i t y 

Act i n the f o r e f r o n t a t the beginning o f t h i s Congress 
and pushing i t through before -party f e e l i n g became so 

exacerbated. There probably i s now and always has been 

a m a j o r i t y i n both Houses i n favour o f repeal ing the 
embargo on the export o f anas and ammunition bat the 
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temptation to have ana more a lap a t the Pres ident 
was too grea t , and i n the Senate Committee there 
were two Senators , George and G i l l e t t e , who had been 
the ob jec t s o f the Pres iden t ' s party purge l a s t 
summer. They could not r e s i s t the temptation of 
taking t h e i r revenge* 
3* The P r e s i d e n t s new spending-lending scheme, 
p a r t i c u l a r s of which were g iven i n my despatch Mo. 
757 £ o f the 3rd J u l y , 1939* has been brought be fore 
Congress I n the form o f ft Works Financing B i l l * I t 
has however a l ready su f fered considerable m u t i l a t i o n . 
The oppos i t i on which r a p i d l y developed to the item 
f o r loans t o f o re ign governments l e d to the abandonment 
o f t h i s i tem and to the s u b s t i t u t i o n of a p r o v i s i o n 
f o r the Increase o f the c a p i t a l o f the Export-Import 

Bank from 100 m i l l i o n d o l l a r s t o 200 B i l l i o n d o l l a r s , 
the increase t o be used f o r export ered i ta and not 
f o r loans to governments* Th is change, combined w i t h 
fu r ther cuts e f f e c t e d during the passage o f the b i l l 
through the Senate Banking and Currency Committee, 

have reduced i t s scope from a t o t a l of 3060 m i l l i o n 
d o l l a r s to a t o t a l o f 2110 m i l l i o n d o l l a r s , and the 
proposal t ha t the monies provided should represent a 

revo l v ing fund, so that they ttbuld be r e - l e n t as 

soon as o l d loans wore repa id , has been abandoned* 
Even a f t e r these m u t i l a t i o n s there i s a strong oppo­
s i t i o n developing i n the Senate and i t i s f a r from 

c l ea r whether the Government w i l l succeed i n d r i v ing 

the b i l l through i n any form before Congress adjourns* 
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The proposed increase by $800 million of the 

borrowing powers of the United States Housing 
Authority has passed the Senate but has not yet 
been actively taken up in the House* 
4. A geod deal of excitement baa bean shown 
In the press regarding the passage by both Houses of 
the Hatch "clean po l i t i cs " b i l l which i s now up 
for the President's signature* The House strengthened 
and put teeth into the measure which originated In 
the Senate and i t i s now considered l ike l y to hinder 

the President's third term ambitions by preventing 
of f ice holders from attending the Democratic Convention 
next year. Job-holders have in the past formed a 
large part of the delegations to party conventions 
and have naturally been amenable to the pol it ic ians 
who got them their jobs* The number of postmasters so 
amenable have, for instance, made the o f f i ce of post­

master-general one of great importance In the party* 
Under the present b i l l any person In a government 
administrative position with the exception of heads 
and assistants of heads of executive departments and 

a fen others, i s forbidden to use his o f f i c i a l 

authority for the purpose of interfering with or 

effecting an election for Federal o f f ice and i s for ­
bidden to promise employment, position, work, compensation 

or other benefit provided for or mads possible by the 
Act of Congress to anyone as a reward for po l i t i ca l 

ac t i v i t y * I t is also unlawful for any person to 
intimidate, threaten or coerce any other person to 

vote, and equally unlawful to deprive, threaten or 

attempt to deprive any person of employment of work 

•r other benefits on account of his p o l i t i c a l a c t i v i t i e s , 
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race, creed or colour. The b i l l also makes I t unlawful 
to so l i c i t contributions for any po l i t i ca l purpose 
from persons receiving compensation or employment 
under re l ie f appropriations and bars the use of any 
appropriations made for re l i e f for the purpose of 
interfering with or restricting or coercing any 
individual in the exercise of his right to vote at any 
election* Violation of the Aet is made a felony with 
the penalty of a fine of §1000 and one year's imprison­
ment. This b i l l was pat through by a coalit ion of 
Republicans and Democrats and was sponsored by a 
Democrat in each House* I t is understood to be 
Intensely disliked by Mr. Farley, bat i t was very 
d i f f i cu l t for open opposition to be made to i t as. 

ostensibly i t s provisions are non-partisan and designed 
to clean op pol i t ics* There are rumours that the 
President may veto i t on the grounds that i t invades 
the c i t i zen 's right of free speech under the 
Constitution* Even i f he signs i t much w i l l depend 

on how the law Is observed, but i t seems elear that 
even i f r e l i e f workers cannot be coerced into voting 
for the Democrats, they w i l l nevertheless s t i l l be 

inclined to do so from the mere fact that their jobs 

on Works Progress Administration and other r e l i e f 
undertakings have boon created by the Democrats. 

5 . Works Progress Administration workers, 

particularly those in the building trade in New York, 

have boon on strike against the 1940 re l i e f b i l l 

referred to in paragraph 4 of my despatch Ho. 691 £ 
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Of Juno 80th* The elimination of the "prevailing 

wag§* clause and provision for a ISO hoar month was 
the immediate cause* Bo provision had been made by 
Congress to increase the Monthly pay, whieh had boon 
calculated on the basis of how much a man should have 

to support his family, rather than on tho value of 
his labour* Bricklayers, carpenters and other ski l led 
construction workers who in private Industry had 
succeeded in obtaining a wage of $1*50 to $2.00 an 
hour had also succeeded hitherto in continuing under 
tho so prevailing wages in tho Works Progress Adminis­
tration by the device of working only a small number 
of hours a month. Under the now 130 hour month their 
wage rate i s now reduced to about $*71 an hour* 
Thousands of workers in New York, Wisconsin, Minnesota 
and other states went on strike but tho Works Progress 

Administration o f f i c i a l s hold that there was no course 
open to them but to obey the Act of Congress, which 

had in fact boon hearti ly supported by Colonel 
Harrington, the Works Progress Administrator In Wash­

ington* First the Attorney-General and then tho 
President himself publicly declared that tho men could 
not strike against tho Government and as a result any 

men absent for f ive days were promptly dismissed* 
Twenty thousand strikers have now suffered this fate 
and os they are threatened with not being el igible for 

home re l i e f their future seems a tragic one, the 
American Federation of Labor was largely responsible 

for the strike by the fact that i t s local units backed 

the s tr ikers , but Mr* William Green has declared that 
"tho remedy l i es with Congress rather than through 
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strikes on Works Progress Administration projects '* 
Congress however shows no Intention of backing down 
and In the last few days the strike seems to have 

f i z z l e d out* Another serious d i f f i cu l t y of this Aet 
of Congress i s that about 650,000 workers who hare 
been on the Works Progress Administration ro l l s for 18 
months must now drop out for at least 2 months* I t 
i s hoped rat her optimistically that many of these men 

w i l l obtain private employment particularly now that 
business i s beginning to pick up* 
6* Ever since the National Labor Relations 
Board was created in 19S5 under the Wagner Act i t has 
been subject to much criticism for i t s methods of 
protecting the rights of workers and guaranteeing 
eollective bargaining. The American Federation of 

Labor leaders have complained that the Board always 
favoured the Committee for Industrial Organisation* 
Employers have contended that the Beard was unfair, 

that i t acted as prosecutor, judge and jury in the sane 
case* There has thus been much demand for an amend­
ment of the Act* Throughout the present Congress 

hearings have been taking place in Committee but the 
Administration policy i s said to be to prolong these 

hearings in order to make legislation impossible this 

year* This policy was openly challenged laat week when 
a coalit ion of the Republicans and Democrats in the 
House voted to create a special fiveftman committee 

to investigate the National Labor Relations Board* 

By this action the House administered a rebuff not 
only to the Administration but also to i t s own Labor 

Committee which has been holding endless hearings on 

the subject without taking any action* The vote, which 

was/ 



- 9 -
was 253-153, Is applauded in the conservative press 
as another slap at the Hew Deal* 
7 . In paragraph 3 of my despatch Ho* 586 X of 
May 29th X referred to the Department of Agriculture's 
cotton subsidy pol icy . An export subsidy of 1*5 cents 
per pound on l i n t cotton and commensurate payments on 
the export of cotton goods produced in the United 
States became effective today* The Secretary of 
Agriculture in announcing this described the subsidy 
as part of a program designed to assure the United 
States i t s f a i r share of the world cotton market but 
said that he hoped the subsidy payments would be 
temporary and that an effect ive and equitable inter ­
national cotton agreement would remove the necessity 
for them, 
8* The deadlock between the Senate and the 
House under the Tennessee Valley Authority which was 
referred to in paragraph 6 of my despatch Ho* 741 E 

of the 3rd Ju ly has been ended in conference* The 
sum of 100 million dollars proposed by the Senate has 
been reduced to the 6l£ mill ion dollars voted by the 
House and the deal with the Tennessee Electr ic Power 

Company Is to go forward. 
9* After being in his dotage for four years as 

a result of a series of strokes Mr* Claude A* Swanson, 
the Secretary of the Navy died not long age* His 
work has been done a l l these years by his Assistant 

Secretary, who i s now also a i l ing, and by Admiral Leahy, 

who i s o f f to Puerto Rico as Governor, and nobody 

knows yet who is to be given this important Cabinet 

of f ice* Mr* Roosevelt himself w i l l in any event keep 
a close eye on naval a f fa i rs in which from his wartime 
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experience wi th the Navy Department he considers 

himself rather en e x p e r t . An i n t e r e s t i n g and 

admirable appointment j u s t announced i s that of Mr. 
)H>iy$\ Cc^-^^y^i ***** 

Francis Sayre to be Governor Oonoral o f the 

Ph i l i pp ines * Afl Ass i s tan t Secretary of State Mr* 

Sayre has been mainly occupied w i th the trade 

agreements p o l i c y and w i th the inter-Departmental 

Committee on Phi l ipp ine A f f a i r s * s 

10• I am sending copies of t h i s despatch to 

the High Commissioner f o r toe United Kingdom i n 

Canada, the Prime Minister o f A u s t r a l i a c / e the 
/ 

.1*1 

Dominions O f f i c e . and the Department o f Overseas 

Trade* V-/ 

I have the honour to be, 

With the highest r e spec t , 

My Lord , 

Your Lordsh ip ' s most obedient* 

humble s e r v a n t , 

(SGD) R . C . LINDSAY 


