
WEATHER. 
OJ. S. Weather Bureau Forecast.) 

Rain late tonight and tomorrow; warm- 
er tonight, lowest temperature about 42; 
colder tomorrow afternoon and night. 
Temperatures today—Highest, 53, at 2 
p.m.; lowest, 29, at 7 a.m. 
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KNUDSEN PEQTS 
BUSINESS TO RISE; 
PLANTSEXPANDED 
General Motors President 

Tells Senators of Con- 
cern’s Position. 

NEW CAR SALES OFF 

55% IN TWO MONTHS 

Official Takes Responsibility for 
Lay-off of 30,000, Saying 

They Can't Be Used. 

BACKGROUND— 

Appropriating $10,000 for pur- 
pose, Senate authorized special 
committee to make comprehensive 
study and recommendations for 
handling unemployment relief as 

long-term necessity. Appearance of 
* violent business decline last fall 

lent added timeliness to inquiry 
and committee called upon indus- 
trialists. laborites and economists 
intimately acquainted with cur- 
rent business developments. 

By JOHN C. HENRY. 
Confident that the present busi- 

ness decline will be a short-lived one, 
William Knudsen, president of Gen- 

eral Motors Corp.. told the Senate 

Unemployment Committee today his 
( 

company is carrying forward its plans j 
for plant expansion in cities other 
than Detroit. 

Remarking that a slump of 55 per 
cent in new-car sales during Novem- 
ber and December was the most se- 
vere ever experienced by General Mo- 
tors, Mr. Knudsen confessed that he 
■was baffled by this violent business re- 
cession. 

"I have one hope.” he said. “That 
Is that people will feel- more con- 
fident of the future. We can't ac- 
count for the present feeling.” 

Without qualification, the Danish- 
born head of one of America’s great- 
est corporations took full personal re- 

sponsibility for his company's deci- 
sion last week to lay off 30,000 
workers. 

Inventory 60.000 Above Normal. | 
‘'Naturally,” he told the committee j 

In his slow and accented speech, "I \ 
don’t like to lay people off, but we 
couldn’t carry them.” 

While Mr. Krrudson was testifying 
the White House announced that he 
and John D. Biggers, director of the 
recently made unemployment census, 
would lunch with President Roosevelt. 

Disclosing that General Motors 
dealers now have about 200,000 new 
cars on their hands, about 60,000 more 
than normal, Mr. Knudsen said that 
personnel is adjusted primarily on a 
basis of production need, rather than 
for financial reasons. 

Under questioning by Chairman 
Byrnes, the motors executive revealed 
that his company has a surplus of 
about $452,000,000, of which some 
$211,000,000 is in cash and securities. 
The yearly pay roll amounts to about 
$400,000,000, he said. 

Blaming an abrupt falling off in 
used car sales for blocking the auto- 
mobile market, the witness insisted 
that new car price increases were not 
responsible. 

Few Commitments Denied. 
“We don’t feel that prices arp a 

factor in the situation at present.” 
Mr. Knudsen said. "The average man 

simply feels that work is going to be 
slack and he won’t commit himself 
to buy a car.” 

He insisted that curtailment of op- 
erations rather than reduction of 
prices was the necessary choice of his 
company at the time the lay-offs were 
ordered. In further justification, he 
pointed out that the discharged em- 

ployes are spread over several States. 
Although earnings per share de- 

creased in 1937 from $5.35 in 1936 to 
$4.48, the witness testified the com- 

pany surplus increased by $54,000,000 
and dealers profited by $55,000,000 in 
addition to salaries. 

“I imagine that would have % very 
line effect, but what would we have 
them do?” he countered when Chair- 
man Byrnes asked what would be pub- 
lic reaction if G. M. re-employed the 
80,000 workers. 

Business Bad Before Lay-off. 
Insistently, Senator Byrnes ham- 

mered at the effect such action would 
have on public confidence if the em- 
ployes were brought back on a share- 
the-work basis. 

“Can you imagine anything more 
calculated to enhance this fear 
•psychology than for General Motors 

(See BUSINESS Page~A^57) 

U. S. CRUISER AUGUSTA 
QUITS SHANGHAI PATROL 

leaves for Manila—Admiral Yar- 
nell Establishes Headquarters 

on Naval Yacht Isabel. 
By the Associated Press. 

SHANGHAI, Jan. 6.—The United 
States cruiser Augusta, which stood 
by for protection of Americans during 
the months of Shanghai warfare, 
steamed out of the Whangpoo River 
today for Manila. 

Admiral Harry E. Yarnell, who had 
used the Augusta as his flagship, took 
up new headquarters on the naval 
yacht Isabel. 

, 77ie Augusta came to Shanghai 
August 14, the day after fighting broke 
out. On August 20 one sailor was 
killed and 17 wounded when a shell 
fragment struck the deck. 

Some of the copies of The 
Star are slit in the center 
fold of the paper by a pat- 
ented process in printing. 

The Star is experimenting 
with this idea and if you, 
the reader, received one of 
these copies and find It is 
helpful in turning the pages, 
will you please write or tele- 

8hone your comments to 
he Circulation Manager, 

National 5000. 
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J. Hall Paxton, Panay Survivor, 
Arrives Limping From Wounds 

J. Hall Paxton, survivor of the bombing of the U. S. S. 
Panay, right, is shown being interviewed on his arrival at 
Washington Airport today. —Star Staff Photo. 

STILL 
bearing in his body three 

fragments of the Japanese 
naval bombs which sank the 
U. S. S. Panay. J. Hall Paxton, 

second secretary of the United States 
Embassy at Nanking, arrived in 
Washington today to report to the 
State Department and to receive 
medical attention at Walter Reed 
Hospital. 

Mr. Paxton declined to discuss de- 
tails of the Panay incident until he 
has had an opportunity to confer with 
State Department officials. 

"There are. naturally, a number of 
rather delicate diplomatic phases to 
this whole affair.” he explained, "and 
I don't want to say anything that 

might embarrass the department.” J 

Limping heavily as a result of his 
injuries at the hands of the Jap- 
anese, Mr. Paxton arrived here 
shortly before 11 a.m. in a Pennsyl- 
vania-Central Airlines plane from 
Cleveland and went directly to the 
State Department. 

He still wore the heavy fleece-lined 
leather jacket in which he made his 
escape from the Panay, but was minus 
the full beard he was wearing at the 
time of the bombing and which ap- 
peared prominently in the newsreel 
films made during and after the 
bombing. 

“I shaved it off in San Francisco." 
he explained. "That beard was just 

See PAXTON, Page A-16 ) 

CHINA MOBILIZES 
; 

Reorganized Government 

Expects 80 Divisions in 
Field by Spring. 
By JAMES A MILLS. 

Associated Press Stall Correspondent. 
HANKOW, Jan 6.—The manpower 

of this nation of 400,000.000 persons 
was being recruited today on a na- 

tional mobilization basis for an unre- 

lenting war against Japan. 
All cities and towns outside Japa- 

nese-occupied areas swarmed with 
troops. In some cities recruits out- 
numbered civilians. By spring China 
sxpects to have 80 full divisions in 
the field. 

Guiding the mobilization of men, 
money and munitions was General- 
issimo Chiang Kai-shek, vested with 
full power over military and civil life 
of China under a government reor- 

ganized on a war basis. 
Under Chiang, Dr. H. H. Kung— 

Chiang’s brother-in-law and China’s 
generalissimo of finance—was placed 
in charge of economic affairs and in- 
dustries. Last summer Dr. Kung 
toured European capitals enlisting 
credit and munitions. 

Gen. Ho Ying-chin, minister of war, 
veteran of the 1911 and 1913 revolu- 
tions and graduate of the Japanese 
Military College, was named chief of 
the general staff. 

Officials insisted the government 
had enough money and arms for a 

long war. 

Fifty Chinese non-combatants were 
killed or wounded today when 30 Jap- 
anese bombing planes heavily bombed 
the airfields at Hankow and Wuchang, 
across the Yangtze. 

Chinese officers suggested the raid 
was in reprisal for yesterday’s foray by 
Chinese bombing planes on the Jap- 
anese airbase at Wuhu. where six 
Japanese planes were reported de- 
stroyed. 

Today's was the second Japanese 
raid on this provisional capital of 
China this week. 

(Chinese communiques declared 
heavy fighting was in progress near 
Hangchow, capital of Chekiang 
Province. Japanese countered with 
assertions that all was quiet in the 
Hangchow area and that they still 
held the city. 

(Japanese continued their drive 
for control of railway lines through 
Shantung Province, and were at- 
tempting to consolidate their gains 
in the Lower Yangtze Valley. 

(Shanghai late today received 
foreign news reports that Japanese 
airplanes had raided Hankow for 
the second time this week. Twenty 
bombers escorted by fighting craft 
were said to have attacked the air- 
drome and broadcasting station. 
The Chinese government reorganiza- 

tion under 'Chiang as head of the 
Supreme War council and Dr. Kung 
in Chiang’s former post as president 
of the Executive Yuan included es- 
tablishment of six new boards and 
enlargement of the Advisory Council 
for National Defense to a membership 
of 75. 

Left Wing elements of the Kuom- 
intang, National party, and leaders 
of the Eighth Route Communist party 
were given some places on the coun- 
cil. Chinese officials insisted, how- 
ever, that Shanghai rumors that for- 
mer Communist leaders now play an 
important part in the government 
were false. 

* 

MAIL BANDITS KILL 
TWO. TAKE OTJ 
Police Chief Wounded as 3 

Masked Robbers Loot 
Kentucky Depot. 

By the Associated Press. 

NASHVILLE, Tenn., Jan. 6.—Rudy 
Evans, 36. was shot to death by one 

of three masked bandits 18 miles north 
of here last night five hours after three 
men had killed a post office messenger, 
wounded Police Chief C. M. Sherrod, 
escaped with $25,000 at Guthrie, Ky., 
on the Kentucky-Tennessee line. 

Evans was visiting his father. Wil- 
liam Evans, proprietor of a combina- 
tion store and filling station. 

Officers said descriptions of the men 
were similar to those of the Guthrie 
robbers, and added there was evidence 
they had not intended to rob Evans’ 
place. 

Accounts of the affair by witnesses, 
the officers said, led them to believe 
that the fatal shot was fired when 
the gunman feared he had been recog- 
nized and believed the younger Evans 
was reaching for a gun. 

Ostensibly, the officers said, the men 
stopped at the store to purchase to- 
bacco. When Evans turned to niake 
change, the armed man drew a gun 
and when the former ducked, the 
bandit fired. 

Only two men entered the store. 
A third stayed in an automobile out- 
side. All three fled after Evans had 
been shot. 

Police meanwhile kept a sharp vigil 
along the Kentucky-Tennessee border 
for this trio. 

Felled by a bullet through the head 
as he reached for his pistol, the col- 
ored messenger, Arthur Mimms, 62, 
died in a Clarksville, Tenn., hospital 
a few hours after the bold robbery had 
startled this town of 1,300 late yes- 
terday. 

Sherrod, shot in both legs, was re- 
covering today. 

GIBSON TO ROM; 
DAVIES IS SHIFTED 
TO BRUSSELS POST 
Joseph Kennedy Chosen as 

Ambassador to Great 
Britain. 

WILSON IS NOMINATED 
TO BE ENVOY TO BERLIN 

Armour, Now Minister to Canada, 
Will Be Sent to 

Chile. 

(Picturet on Page A-2.) 

By CONSTANTINE BROWN. 
Joseph Davies, Ambassador to the 

Union of Soviet Socialist Republics, 
has been selected Ambassador to 
Belgium, it was learned today. The 
appointment will become effective 
July 1, when Hugh Gibson, the incum- 
bent, will be allowed to retire from 
the diplomatic service. 

(It was erroneously stated in an 
earlier edition of The Star that 
the diplomatic changes discussed 
below were “announced by the 
State Department.” No such an- 
nouncement has been made.) 
Together with Ambassador Davies’ 

name, the President will send the fol- 
lowing nominations in the diplomatic 
service to the Senate for approval: 

Joseph P. Kennedy as Ambassador 
to Great Britain. 

Norman H. Armour, at present Min- 
ister to Canada, as Ambassador to 
Chile. 

Hugh Wilson. Assistant Secretary of 
State, as Ambassador to Germany. 

Ambassador Davies will remain in 
this country until July. The State 
Department hopes, however, that he 
will accept a temporary appointment 
as chairman of the commission to in- 
vestigate the dispute between the Re- 
public of Haiti and the Dominican 
Republic. 

Mr. Davies is considered particu- 
larly qualified for this latter post be- 
cause, before entering the diplomatic 
service, he was President Trujillo's 
counsel in Washington. It is believed 
that Mr. Davies could settle the dis- 
pute easier than any other official. 

The new Ambassador to Great Brit- 
ain is replacing the late Robert W. 
Bingham, who died two w-eeks ago 
in Baltimore. The appointment of 
Mr Kennedy was received with satis- 
faction in London, where his name 
has been widely known because of his 
activities as chairman of the Secur- 
ities and Exchange Commission and as 
head of the United States Maritime 
Commission. 

Ha* Ample Means. 
Besides being an astute negotiator, 

the new Ambassador is a wealthy 
man—and that is an important matter 
in Great Britain, where the salary 
paid by Uncle Sam to his Ambassadors 
hardly covers the entertainment ex- 
penses. 

Ambassador Kennedy also is fully 
conversant with the Par Eastern situa- 
tion. It is credited to his personal 
intervention at the White House that 
President Roosevelt issued orders for- 
bidding American vessels to carry 
arms and ammunition to China. The 
S. S. Wichita, which was en route 
to Shanghai with a consignment of 
airplanes for Gen. Chiang Kai-shek, 
was stopped as she reached the West 
Coast and the airplanes unloaded. 

Mr. Wilson succeeds in Berlin Am- 
bassador Dodd, who became persona 
non grata with the German govern- 
ment. Mr. Dodd was a determined 
opponent of the Nazi form of govern- 
ment, and on many occasions forgot 
diplomatic etiquette and denounced 
the system without mincing his words. 

Wilson Is Career Man. 
The new Ambassador is a career 

diplomat who has spent many years 
in Europe. His last position before 
coming to Washington was as Minis- 
ter to Switzerland, where he had 
ample opportunity to watch the antics 
of European diplomacy. It is ex- 

pected he will be an excellent observer 
in Berlin. 

No other major changes are con- 
templated at present. Despite rumors 
that William Bullitt, Ambassador to 
Prance, will be asked to accept an 

important position in the State De- 
partment in Washington, it has been 
decided he shall be maintained at his 
present post. He will remain there 
until the international situation be- 
comes less strained. 

Neither the White House nor the 
State Department has been able to 
find a suitable successor for Ambas- 
sador Davies in Moscow. Few of the 
contributors to the National Demo- 
cratic party chest want that job. 
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/MAC,THESE BOYS 'J 
( WOUUD N'T F«T f 

VjUL NEW PEAL ATAU*f 

TURNING THEM TO THE WALL! 

Police Know Numbers Racket 
Men, but Claim They 

Shackled by Lack of Laws 
No. 5 of a Series. 

By CARTER BROOKE JONES. 

WASHINGTON'S immensely profitable numbers racket is 
controlled by a few men. They’ve cleaned up millions 
on it. The identity of these men is a matter of common 

knowledge about town. The police know jthem. 
Yet this illegal enterprise goes on practically unhindered. The writers 

who make out the numbers slips hang around office buildings. Government 
departments, cigar counters, street corners, anywhere contact can be made 
with customers. They have regular beats. 

The big numbers bankers have even divided up their respective territories, 
at least to an extent so they won’t get in one another's hair and perhaps cause 
more of the lamentable misunderstandings which have halted suddenly and 
violently some promising careers in the gaming profession. These magnates 
live in sumptuous suburban homes, own yachts and enjoy the other privileges 
of the wealthy. 

A veteran ponce official estimated' 
; that somewhere between 5,000 and 
| 10,000 persons are employed regularly 
; in the National Capital's most im- 
portant racket. He's inclined to think 
a census would bring the figure close 
to 10,000 These are the writers, the 
pick-up men who gather in the tickets 

every day and the large office forces 
necessary to man the headquarters. 

There are some shoestring oper- 
ators who do business on a smaller 
scale, but they are in-and-outers, be- 

(See NUMBERs7Page-A-5j 

FOR COURT POST 
Judiciary Group of House 

Indorses Chairman in 
Letter to Roosevelt. 

BACKGROUND— 
Retirement of Justice Suther- 

land, forecast for several years, was 

delayed by President's attempt to 
reorganize Supreme Court. That 
measure failed, but retirement of 
Justice Sutherland, following sim- 
ilar action by Justice Van Devanter, 
both conservatives, will give liberal 
justice coting control of the court. 

Chairman Sumners of the House 
Judiciary Committee, one of the 

strongest opponents of President 
Roosevelt’s bill to reorganize the Su- 

preme Court, was proposed by mem- 

bers of that committee today as suc- 

cessor to Justice George Sutherland, 
who has announced he will retire Jan- 
uary 18. 

The members, in the absence of 
Cnairman Sumners, drafted and sent 
to the President a letter strongly in- 
dorsing the Texan for the post. 

This followed by a few hours ac- 

knowledgment by the President of 
Justice Sutherland’s letter of resigna- 
tion. Some comment was occasioned 
by the fact that Mr. Roosevelt ex- 

pressed the hope Justice and Mrs. 
Sutherland would attend the dinner 
to be given at the White House Jan- 
uary 20 for the Chief Justice and 
associate justices. 

Since the dinner is to be held two 
days after Justice Sutherland retires, 
it was felt the President’s invitation 
might be construed by some as tacit 
recognition of the contention that re- 
tired justices retain their status as 

members of the court—a theory that 
figured prominently in the fight 
against confirmation of Justice Black. 

Praise Hh Record. 
The text of the letter indorsing Mr. 

Sumners follows: 
“The undersigned members of the 

Judiciary Committee of the House of 
Representatives do, most respectfully, 
present the name of Hon. Hatton W. 
Sumners for your consideration in 
making the appointment to fill the 
vacancy on the bench of the Supreme 
Court which will be caused by the 
retirement of Mr. Justice Sutherland. 

“In so doing we bespeak your 
thought upon his ability, his achieve- 
ments, his record in both private prac- 
tice and public service, his poise, ju- 
dicial temperament, erudition, clarity, 
brilliance and broad humanity—his 
mastery of that field of the law which 
is the especial province of the Supreme 
Court and, withal, his liberal, pro- 
gressive attitude and philosophy of 
life and government. 
.“With unbounded confidence in 

Judge Sumners, we wholeheartedly 
commend him to your favorable con- 

sideration, and certify our conviction 
that your appointment of him would 
redound to the lasting honor of your 
administration and of the Supreme 
bench.” 

The text of the President’s letter, 
which was mailed last night, follows: 

“My Dear Mr. Justice Sutherland: 
“I have received your letter telling 

me of your proposed retirement from 
(See COURT, Pag* A-*.) 
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Move to Assign Dirksen to 
Committee to Deter- 

mine Procedure. 
By JAMES E. CHINK. 

Plans were made by Republican 
members of the House District Com- 
mittee today to assign Representative 
Dirksen of Illinois on the Fiscal Af- 
fairs Subcommittee, the group that will 
write the new tax increase legislation 
and develop a program for reorganiza- 
tion of the municipal government. Mr. 
Dirksen will replace Representative 
Short, Republican, of Missouri. 

At the same time, the subcommittee 
met in the office of Chairman Nichols 
and mapped out a program of pro- 
cedure for writing the new tax bill. 

Mr. Nichols said it would be the 
aim of the subcommittee to complete 
the draft of the new bill within a week 
or 10 days and immediately introduce 
it in the House. After that public 
hearings will be held on the measure, 
at which, he declared, “every inter- 
ested person in the District will have 
an opportunity to testify.’’ 

Hearing Monday. 
First actual steps to prepare the new 

tax program will be taken at a hear- 
ing Monday at 10 a.m. at which the 
Commissioners and a group of District 
officials will be called on to make spe- 
cific recommendations as to what 
forms of taxes should be adopted to 
offset an anticipated budget deficit of 
between $4,000,000 and $5,000,000 in 
the coming fiscal year. The officials 
to be called include Maj. Daniel J. 
Donovan, auditor and budget officer; 
Corporation Counsel Elwood H. Seal 
and Chatham M. Towers, collector of 
taxes. 

The following day the subcommittee 
plans to discuss the tax program with 
the special committee of District of- 
ficials which recommended adoption 
of a general sales tax, a 1 per cent in- 
come tax and an Increase in the Fed- 
eral payment toward District expenses 
as a means of balancing the 1939 bud- 
get. 

Expect Actual Figures. 
“We are going to direct the Com- 

missioners and other District officials 
to be prepared to show the actual re- 

turns this year under the tax legisla- 
tion we gave them at the last regular 
session of Congress," said Mr. Nichols. 
“We also want to find out from them 
how many licenses were issued under 
the business privilege tax law and the 
potential number that should have 
been issued. We want a complete 
history of what happened under the 
current tax increase bill. If it has 
failed to produce the amount of reve- 

nue originally estimated, we want to 
know why.” 

The special tax committee of Dis- 
trict officials, MT. Nichols said, also is 
to be asked for an accounting of its 
expenditures in connection with the 
Investigation it made of the tax situa- 
tion. The current District appropria- 
tion act carried $5,000 for the use 

of this committee. The members are 

Maj. Donovan, Mr. Seal, Capt. H. C. 
Whitehurst, director of highways, and 
Richmond B. Keech, vice chairman 
of the Public Utilities Commission. 

Mr. Dirk sen who took an active part 
(See TAXES, Page A-3.) 
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RELIEF AND FARM 
ITEMS ARE FOUGHT 

|—' 
President’s Budget Backed 

as Whole, However, 
by Legislators. 

Bs the Associated Press, 

j President Roosevelt's budget esti- 
mates for relief and farm benefits 

j encountered congressional opposition 
! today despite favorable Democratic 

reaction to his message as a whole. 
Several influential Senators, not yet 

ready to be quoted by name, also said 
they would oppose the President's re- 
quest for power to veto individual 
items in appropriation bills. They 
characterized it as an invasion of 
congressional authority over appropri- 
ations. 

Complaints about the proposal to 
fix next year’s relief expenditures at 
$1,000,000,000, compared to this year’s 
total of $1,500,000,000. came from 
Senators La Pollette, Progressive, of 
Wisconsin and Schwellenbach, Demo- 
crat, of Washington. 

Schwellenbach to See President. 
Senator Schwellenbach, who told 

the Senate yesterday he would seek 
early action on his resolution to re- 
quire that W. P. A. give work to any 
one unable to find private employ- 
ment. said he would confer soon with 
Mr. Roosevelt on the relief situation. 

The Washington Senator contended 
W. P. A. officials were unable to meet 
the present relief burden under an 
amendment requiring them to make 
the $1,500,000,000 fund last until next 
JUne 30. 

Some farm Senators protested 
against holding 1939 soil conservation 
funds to $440.000.000—the amount 
allotted for this year—but Chairman 
Jones of the House Appropriations 
Committee expressed pleasure the 
amount had not been cut below that 
figure. 

Spending Cut Aproved. 
Many legislators voiced approval of 

Mr. Roosevelt’s proposal to cut 5539,- 
000,000 in total expenditures, even 
though some of them criticized spe- 
cific curtailments. 

Senator King, Democrat, of Utah, 
long a critic of heavy spending, com- 
mended "the temper in which the 
President admonished us to be ra- 
tional in expenditures” and said. "By 
and large it was a good message.” 

Republicans in both Senate and 
House criticized the budget, although 
Representative Knutson. Republican, 
of Minnesota said: "Mr. Roosevelt 
deserves full co-operation of Congress 
in any effort he makes to bring Fed- 
eral expenditures somewhere near 
receipts.” 

Republican Leader McNary of the 
Senate said: "It is regrettable that 
the President found it impossible to 
balance the budget.” The deficit, un- 
der the figures submitted, would 
amount to 5949,606,000. 

House leaders, with the budget be- 
fore them, cleared the way for imme- 
diate consideration of the appropria- 
tion bills carrying out its provisions. 
They decided to consider this after- 
noon the bill supplying funds for in- 
dependent Federal agencies, and ex- 
pressed hope it would pass this week. 

The Senate, by an agreement 
reached during the special session, 
took up the controversial anti-lynch- 
ing bill. Administration leaders were 
concerned lest Southern opponents 
start a filibuster that might delay con- 
sideration of the entire Roosevelt pro- 
gram. 

The first item on that program— 
crop control legislation—still was be- 
fore a Senate-House Conference Com- 
mittee, which was discussing the 
troublesome problem of large farm 
benefit payments to extensive land- 
owners. 

The senate granary mu proposed a 

scale-down on all payments over $600 
with forfeiture of 95 per cent of pay- 
ments over $2,500. The House bill 
fixed a top on payments at $7,500 
and proposed a scale-down of 25 per 
cent on all above $1,000. 

Agriculture Department officials and 
some members of Congress objected 
to both on the ground they would 
prevent co-operation of large land- 
owners and thus defeat the purposes 
of the control system. 

The Senate voted $50,000,000 yes- 
terday for 1938 seed and crop produc- 
tion loans, similar to those authorized 
last year. 

500 Whales Caught in River. 
TOKIO, Jan. 6 OP).—Three hundred 

fishermen caught 500 of 3,000 10 to 15 
foot whales, worth $100 each, which 
swam into the mouth of the Tone 
River near Tokio today. 
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HE GROUP HITS 
‘GIFT BY H. 0. L C. 
FOR GROUP HU 
General Counsel Quizzed, 

Declares Plan Saves 
Agency Money. 

PERFECT FARCE, SAYS 
CHAIRMAN WOODRUM 

Russell Contends That Act Gives 
Corporation Broader Discre- 

tion Than Customary. 

BACKGROUND— 
Establishment of Group Health 

Association, Inc., to serve employes 
of Federal Home Loan Bank Board, 
and affiliated agencies has stirred 
controversy for months. Program 
was attacked as illegal “socialized 
medicine” by private physicians. 
On December 17 Acting Controller 
General Richard N. Elliott gave 
opinion that advancement of X37,- 
000 to Group Health by Home 
Owners’ Loan Carp, tvas "without 
authority of law.” 

By WILL P. KENNEDY. 
Officials of the Home Owners' Loan 

Corp. were taken to task sharply by 
Chairman Woodrum and other mem- 

bers of the subcommittee conducting 
hearings on the independent offices 
appropriation bill, reported to the 
House today, for the contribution of 
$40,000 from administrative appropri- 
ations for group health insurance 
without specific authority. 

Horace Russell, general counsel for 
the corporation, contended the cor- 

poration’s organic act, using “the wid- 
est language ever used in a Federal 
statute.” gave “broader discretion than 
customary.” He argued that the cor- 

poration. contracted with Group 
Health Association. Inc., in the in- 
terests of economy and efficiency 
through reducing sick leave and keep- 
ing employes in better health to per- 
form their duties. The limit of such 
authority, he said, “is whether the ac- 

tivity contributes substantially to ac- 

complishing the purposes of the cor- 

poration, saves it money and enables it 
to operate more efficiently.” 

Woodrum Hits “Farce." 
On principle, Chairman Woodrum 

and other members of the subcommit- 
tee objected. Mr. Woodrum declared 
it was a perfect farce” for the Appro- 
priations Committee to pass on appro- 
priations with administrative officers 
spending them as they saw flit. He said 
he did not understand how a depart- 
ment could justify expenditures for 
something as “foreign * • • that 
was not in the minds and certainly 
could not have been in the mind of 
any member of this committee or the 
budget when they passed on this ap- 
propriation.” 

Questions by Representative Wig- 
gles worth, Republican, of Massachu- 
setts emphasized that there is no real 
pre-audit or past-audit of the trans- 
actions of the H. O. L. C. John H. 
Fahey, chairman of the Federal Home 
Loan Bank Board, said that the con- 
troller general's office never has made 
a complete audit of the operations of 
the corporation.” When Mr. Wiggles- 
worth protested—"No audit compara- 
ble to what they make with respect to 
other Federal agencies?”—Mr. Fahey 
replied: “No. As a matter of fact, it is 
a question if they make one anywhere. 
I doubt if they have the staff that 
would make it possible for them to do 
so.” 

The work of the Group Health As- 
sociation, which started its clinic at 
1328 I street N.W. with the Federal 
“nest egg” of $40,000 on November 1, 
was explained to the subcommittee. 
The value of time lost through sick- 
ness of H. O. L. C. employes is esti- 
mated at $500,000 a year, of which 
$100,000 is at the home office in Wash- 
ington. Part of the $40,000 Federal 
“nest egg” was used in remodeling a 

building in a room of which the H. 
O. L. C. established a clinic, claimed 
to be "the finest clinic of the sort in 
the city.” 

equipment supplied. 
Part of the funds went for equip- 

ment. The medical director is Dr. 
Henry Rolf Brown, who in recent 
years was In charge of all the hospitals 
of the Veterans’ Administration 
throughout the country. He is a full- 
time employe at a salary of $7,200 a 

year, paid out of dues paid by Federal 
employes. The health center also em- 

ploys four other doctors, live or six 

nurses and several labo^atorians. The 
membership dues are $2.20 for an in- 
dividual member and $3.30 for a fam- 
ily member per month. 

Mr. Russell said ‘‘The Home Owners* 
Loan Corp. made a contract binding 
itself to pay $40,000 to Group Health 
Association, Inc. 

"The association, a voluntary mem- 
bership corporation, controls and directs 
its affairs, employs its staff, and con- 
ducts its clinic to look after the health 
of the members,” he continued. “The 
present membership is near 900. 

Function Defended. 
Chairman Woodrum asked Mr. 

Russell: "Do you think that as a legal 
proposition you can say that the con- 
tribution of $40,000 through a health 
clinic like this is within the general 
purposes and the necessary functions 
of the Home Owners’ Loan Corp.?’* 
Mr. Russell replied "yes.” 

The service of the clinic includes 
surgery, it was explained, and the 
first case was to remove the appendix 
of a young man who was working 
for $1,100 a year and sending money 
home to his mother. 

Prodded by Mr. Woodrum, Mr. 
Russell admitted he thought that if 
the board were convinced its low- 
salaried employes coulcf not be kept 
sufficiently nourished without estab- 
lishing a store selling the food at a 

cheaper price, “it could establish a 

store.” 
Representative Fitzpatrick said that 

“whether it involves a principle or 

not, I think it is a good investment. 
I think the money has been well 
spent.” 

* 


