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Book Pap 

Appo1Dt.eut.a aDd lleeillllatiCIIIa 
Urk, Jobn (Internal. Rennue Acant 1D Cba.rse -

Clenl8Dd, Obio)a 
Reo<aaended b;r Helver1Dg to auoce~ Russell 1D Bureau - • 

2/28/38•• ••• • •• • ··· • ••• •• • ••••• •••• •••••••• ••••••••• OIII 344 
SID;yth 1 .Andrew a 

l!ILTr disoussea with Garner qualitioatione of Sm;yth 
as Assistant Secretary- 2/28/38.. .... . ... . . .. . ..... 287 

.lrundell , c. Rosere 
See Board of Tax Appeals 

- B-

Bank1ns IA&isl.atioo 
Senator Glass letter (atrietl;r personal) explalnlns 

neoessit;r far speed it problea 1a to be handled at 
thie eeas.ioD or Congreaa- 2/23/)8 •• • ..•••.• •••••.•••• 

a) Cow of proposed bill COIIprMandin& all insured 
banks, attached 

RIIJr reports to Senator Glaas on plan suggested by FDR: 
.. eaase just before adjo111M111M1Dt of Consreee, euggestin& 
Joint CoaDittee to study mattor- 2/2~/38 ••• • •.• • •••• • • 

a) Glass does not approve 
b) RIIJr will see FDR again 

Bewley 1 ltenneth 
Returnins to British ~aeey to replace Trentham - 2/23/38 •• 

Board of Tax Appeals 
Arundell, c. Rogers (Cbai.noan)a 
Re~ of qualificatioos- 2/23/38 •••••••••••••••••••••••• 
k&111 eatilllate of ebillty - 2/25/JS .................... .. 

Buaineaa CoaditiCIIIe 
Loans to 1114uatr;r: For Douglas ••arand~a to :Filll 2/28/38, 

see Book CliU, page 14 
See also Houain& 
Price Policy Stetement: 

Gaston 11eaorand1111 on FDR '• preaa conference - 2/23/38 ... .. 
bsistent Secretary of Rav;r lleatorandllll to l"DR: m iteoo 

of factors producing present al~ap na inventor;r 
expaaaiOD- 2/23/38 •••••• • ••••• • .•.••••••• •• •..•• •• ...•• 

Butterworth reports on Phillips ' reaction to atat811ent -
2/2.')/38 ••• • • • • • • • ••••••• • • •• • •••••• • •• • • .• . •• • • ••••.• •• • 

J ournal of Coaaaerce articl-"Pricee appear .acre stable 
with t -.ieoc;r to atre&theo"-shoc to l'DR by RIIJr -
2/2S/38 . . . ...........•• . •• . • ••..•. . . ... ........ . . . . · · · · · 

a ... ••orendua Clll buaineae a1 tuat.iCIIl •• krch approaches -
2/28/38 .. .. ... ..... . . . . .. .. .. . . .. .. .. . . ...... . . . .. . ... ... . 

o.natiooar;r trelld can be ""r* beoauae of (1) forthcoaiD& 
uno'-•eDt with reapect to fiDanoiog of llarch •turitiasJ 
(2) poeaibillt;r of Preaideatial atet.eot reprdio& prices 
of bDildiog c~oditieeJ (3) lapH of a f n wake e1Doe 
un011110-t of a-ra1 prioe poli07 and previous ~ld aove: 
Dirtaioo of lleMUOh aDd stat.iatice ..orandua - 2/28/JS .... 
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218 
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Canton aad ltlderbuey, Ial.&nda ot 
Sea Oruelliq, !meet (Direotor ot hrritoriaa and Ielaad 

Poeeassione - Depa.rt.eut ot laterior) 
Ohilla 

See alao su ... r 

Book ,.,.. 

Couao1idated report tor mouth ot 1anuary on United States 
trade with Iapan and China- 2/23/38 •••••• ••• • , ,,,, , ,, CXII 104 

Currant United States trade with 1aJl&ll and China during 
first two weeks ot February - 2/24/38.... ... . . ....... 262 

Debte, Foreign 
llwlg&l')': 

- D-

llialeadiq reporte in praae regarcU.ng otter; th-rore 
Bllllt&rian 111n1ster, FDR, aDd Bull agree .Ude Meaoira 
should be published- 2/23/38 •• • •.• •• • •• •••••••••••• 

-E-

Exporl-Illport Bank 
0a1'118eyl Pierson tells 'fqlor funding agreement with 
Ga~ has t'i.Dal.l7 bean arranged b;y which indebtedness 
incurred in connection w1 th purchase of wheat throu£h 
Farm Board will be retired on regular basis - 2/25/38 .. 

-F -

Federal Deposit lzlsurance Corporation 
Oliphant •.arandua coucarning auditiq or booka, and 

132 

267 

attached :lltecutift Order which 1a baaia tor procedure.. 1)0 
Finanoiq, GoY&D184!1Dt 

TraaiiUIY bonds callable or uturing attar 1947.. .... • .. .. 2'6 
BetiMte ot oaeh poeitiOD, Fabruary..J~ma, 1938........ .. . 257 
Barrie memorandUII on poaa1b111 tie a ot offerings in exclwlga 

tor maturillg ~ f .re&81JI'7 no·tee . ....... . . .. ...... . ... . . . .. 323 
Barrie renew ot GoverD8eut eao\U'i t;y urket - 2/28/38.. . . . . 324 

Fox, Mortimer (United state a Tar itt Oomais&iOD) 
See Bousiq 

hADOe 
See Stab1lbat1ou 
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Boolt Pace 

GaeeeM Vall.,. Gee c .. paDT 
See Holding C.-paniea 

Cel'IIAJV' 
See I!:J:port-Iaport Bank 

Gilbert, s. Parker 
Death - 2/23/38 ••••• ••• • •• •• •• ••••••• • •• •••• ••• •••••••• • OIII 

Gold 
De~~terilizatian: Butterworth reporta an OQilveraetione 

w1 tb officiela of Britieh Treaaur;r regarding new policy 
ot United States Treaeur,y- 2/25/38 ••••••• • ••• • ••••• •• • 

Gruening, !:rneat (Director ot Territories and leland 
Possessions - Departlllent ot Interior) 

IIII.Tr-Gruening conversation o011oerning Coaat Guard cutter 
to be asnt to Islanda ot Canton and J!Ddezi)ur)' - 2/23/38 •• 

Bull-BMJr caoveraation- 2/23/38••• • ••• •• ••••• • •• ••••••• • •• 
HMJr-Ickee • - 2/23/)8 •.• ••••••••••• • ••••••• •• ••• 
KMlr-Gibbana 1 - 2/23/38 •• • ••••••••••• •• ••••••••••• 
Bull aDd IIII.Tr confer over Mcintyre• a 1111aaege; boet to sail -

2/2.4/38 •• •• •• ••• •• • •• • •••••• • • • •• • •••••••• ••• • • ••••••••••• 
HMJr-Ickee conYeraation- 2/24/JS •• • ••••••• ••• • • •••••• • ••••• 
RMJr•e inatructions to Waesche - 2/24/38 •• ••• •• •••••.••••• • • 
RMJr-Gruening conTeraation- 2/25/38 ••••••• ••••• ••••••••••• • 

- R -

Bolding Companies 
Geneaaee Valley Gas C011~1 

Oliphant -orandulo on cQilterenoe in ohaabera of Federal 
Dietrict JUdge Cattey in law York- 2/25/38••••••••• ••• 

Housing 
LubiD-BMJr cODYeraation- 2/23/38 •••••• • •• ••••••••••••••••• 

a) Each Qll8 of bulldi~~g aaterials will be charted 
ebowing what factors datenatne price situation 

III&Jr aaka leis who, ot Trade Agr~ta group which bad 
hou.ing prices particularly in vin, can advise with group 
now studfing situation- 2/23/38 ••• ••• • •• •• •• •• •• ••• • ••••• 

Conterenoe; present: III&Jr, Taylor, Oliphant, Galton , Baas, 
Whi te, Lindow, Ila&iit, &gle (Ca.Mroe), J'ieber (J'ederal 
Housing AclminietratioD), Goldenweiaer, Currie, stinebower 
(State) , Lubin, Hinrichs, !zeltial, Ra;yuolda and Osthagen 
(Procurement) - 2/23/38 ••••••• ••• • •••••••••• ••••••• •• •• •• 

a) Index llllllbers ot 'tlboluale price• ot bulldUg 
aa.terial. iteaa •• •• • • .••••• • • • • • ••••••• ••• • •• • • • • • • • • 

Lubin and IIII.Tr agree that , attar building industry prices 
have been atudied, deoiaiOD ebculd be reached aa to whether 
atud¥ ebculd J>«Xt; b e aellt to r.deral Trade C.-ias1Qil, 
Taritt ec-1aaion, or De_~».rtMnt ot Justice - 2/23/38. • • • • • 

Report ot hou.ing •etin& ot 2/23/38 - 2/24/38. • • • • • • • • • • • • • 

39 

232 

88, 97 
93 
99 
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182 
185 
187 
225 

269 
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Boaaiq (CoatiDud) 
BouaiDc oo~a oODtercoeJ preHDta lllllr, 'lq1or, a..toa, 

Baaa, llhite , Fo1q, LiDdow, 81Drioha, Bl&iedell, 
Fieber, OoldeD ... i H r , lle7no1da, ll&rtOD, B881l, Stinebower, 
Cha-r, Garf'ie1d (Federal Reaern) - 2/24/38......... CXII 146 

a ) Lel>or Ilej».rtllellt MIIOrudWI em prioe• ot build1Dg 
.. teriala queatiooed tor len1 or aoftlleet -
2/2.4/38. . • . . • . . . . • . • • . . . . . . . • . . . . . . . . . . . . . . . . . . . . 169 

Fox, Mortiller (tlnl.ted Stltea 'laritt OOOIIIiuion) 1 lllllr uke 
hie aesiatance iD et~ - 2/25/38. . ..... . . .. . . .......... 227 

Bvttenorth eeh1e ccooemin& Interdef&rlleDtal ec-ittee 
on prio .. ot build1D& .. teriale - 1934 report - 2/28/38.. 337 

llunca17 
See Debta, Foreip 

-I-

Ielanda ot Canton and Eilderb\UT 
See Gruening, hueet (Director ot 'lerritoriea and leland 

Poaeeeeiona - Departaent ot Interior) 

-J -

Jaran 
Oon1olldated report tor IIODth ot Janual'7 an IID1 ted Statea 

trade with Japan aDd CbiDa- 2/23/38••••••••••• ••• ••• •• 104 
Current IIDited States trade with Japan and China dur1.D.c 

tiret two .... u ot Februal')' - 2/21./38.................. 262 

-!-

ltqnea, John • · (lting'a Collec•- Cubridp, lloglend) 
Letter to lilt appro'l"in.g in larp part ld•lnhtratioa 'a 

eocmoaio prog:ra811 &Dd ~·• proposed u ... r . ••. • •• • • •• • 
ltirk, Jolm (Internal llenD\18 .&cent in Cllarce - 01enland, Obio) 

See Appointaeat • and lleaipatiODI 

- L-

Lat1D U.rioa 
l'llll pllll• IDterdapart.ental o-ut .. to work out ..thod 

Ot broad~i.D& .a..riOIUI propap~~da to COUDteraot h .. 'f)' 
outp11t ot P'aeol~, laai, &Dd o-u.u~ lDtomatiOD - 2/2S/38· · 267 

Loeu to IDdiJArT 
S.. llulDe .. OCIII41ticu 
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llariU ... a-baiCII 
Oibb011a ocatera with A&oiral Lud, Cba.1rw.n or llaritt.. 

C.-iniCII, ud Adairal Waeeche, Coeet Guard, CCIICenWla 
probl• ot traiJIJD& M'IIH peraoDMl tor Meritt. 
0~1aiou- 2/28/38•••••••••••• • • •• • • ••• •• • • • •• • •••• OIII 321 

- II-

l owalc MilliDg Corporation - llalllllond, IDdiua 
See Rennue Reviai011 

Ph1llpp111e Ialude 
S.. Renn\18 Reviai011 

Pric .. 
S.. BuaiDeaa Conditiooa 

Public otilitiea 
Sea Holding Coape.niea 

ReNna Requir-te 

-P-

-R-

County banka reserve requ.iremcta - 2/21./38.. .. • • .. • .. • 17.3 
Re'Yellue Bevilioo 

lonlt llllliDg Corpo:notion - a..-CIId, lAdiua• 
14&111 a.oraDdla <lll published etat-t 1D Chicago 

papers that llonlt tilliD& Corporation wu beiDg 
forced out or buaiDen b7 texea - 2/2')/38. . • • • • • • • • • • • 221 

fax Bz.pUODISI Ma&-1 ll aeaorandua of poasible ... aage • • • • • 223 
Ph111ppine Ialudaa Governor llcllutt calla on llagill 1D 

connectioc with nrioua prcbl•a CCIICernillg collectiOD 
or Federal illco.e texea tro• .laerioan ruidenta 1D the 
Ielande - ~28/38.. ................ . .. . .... . . . . . .. . ..... 322 

- 8-

Bllnr 
BILl'r tells OhineM Aabaeaador lDR baa epprO'fed renew.l Of 

otter begiming llaroh l et to purobaM another 40 ailli CII 
ouncea ot all't'Wr1 10 aill1CII 0111111 .. 011 let uad l')th or 
each •anth at price or that da7 - 2/2')/,38 ••• •• • ••• • • •• • • 

lllotb. .IAdrft 
S.. Appoint-eta uad Be.tp&tiana 
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( Book Pace 

Stab1lbat1on 
France• 

Cochran tran11111ta views ot eoonoalate at Baoel 
concerning ratio ot jiQblic expendi tUH to tctel 
national iDcoae- 2/23/38 .•.•..••••.•.. • ..... . •••.•• OIII 21, ?0 

llcniclt enluated b)' Feia 1D cCDneotion with proposed 
eonault•tiODe - 2/23/)8... ............. . ... . . .. ..... 23 

a) Feie thinks llcnialt 1a SU&&Utl..D& return to 
gold atandard aiJipl,J to provoke cUacuaa1011; 
Feia thi.nlca France cannot eaaape a08e type or 
aeaeure ot exchange control 

b) Cla;y apparentl;y " thi.nlci.ng ooly aix months 1n 
advance• - BMJr'e op1Dion1 • aix hours 1n 
advance• - FDR 1a opinion 

a) BMJr tells Cochran United States is prepared 
to listen 8JI1' tim.e • .............. . .. . ........... 

1) Butterworth reporta canveraation to llale;y 
ot British treaaur,r- 2/28/)8 ••••••••• • ••• 

llarcluondeau and Cochran again cooter aoocerning Un1 ted 
St atea 'freaallr)' will.ingneea to open conversations 
with France and ~land UDder t he 'fripertite Agreemat -
2/2.4/)8 .................•. ... .•.......•..... .. ......... 

Marehandeau diaouesee with Kinderaley, London partner 1n 
Lasard Frerea, possibility ot credit for French Government 
to be arranged bJ Lazard Frores and aaaociated London 
bankers - 2/26/38 . ...... . . . .....•. , ... . ... • .. • ........... 

Tax Appeals 1 Board ot 
See Beare! of 'fu Appeala 

Taxation 
See Revenue ReYiaion 

Van Zeelmd (Paul) Report 

- 'f -

- v-

)) 

278 

206, 278 

27) 

Cop;y or l1811orandua given to British l!:lobaal)" by state Department 
1n repl;y to earlier 1181ll0randa or theirs, tranaaitted to 
Treaa\Zr)' - 2t'26/J8...... . .............................. . .... 281 

- w-
liar Debts 

See Debt a , Foreign 
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TOa Secretary Kor~ntbau 

FROI.Ia lir. Ge.eton 

February 23, 1938, 

• ·1 

SU BJBOTa Preeident'a Preu Conference, Friday, l0a30 A, !i,, Feb, 18, t -

Juet before tho con!'ereno. the Preaident aent for Secretary 

llor&entbau and alao for Oaaton, who waa at that time in Early' a offio. 

atr&icbteni.ng out tho releaee. (0..1)' one ohart bad been att&ohed to 

each rele&ee , but Ilia a Shannon promptly reotU'ied thie 'llhen it waa 

oalled to ho r attention. ) 

Tho President devoted & tfiYf minutee to readillg & c<lll!lunioation 

from Fred Wile, 1t11 oh wae a poem referring to the Preeident• a attribu.tins 

one ot Fred' a queetiona at a pre't'ioua conference to lfark Sullhan. The 

oonoludin& line waaa "God aan the llark, • and Sulli'ft.ll o._nted that 

God waa about the oo.ly peraon he oould rely on, 

The Preeident read the pr .. a ata~nt alow1y, With good erteot, 

Be then tunwd to tbe prepared quutiona &Jid an .... ra . Be expl&inad that 

he bad antioipated that oert&in quutiona would be aeked by the oorre­

apandenta and he had poepared replhe to them, 'fhere wre a r ... bu.t 

not 11a1>y q.~e etiono trom the oorreepandento, The anawra M-d to •et 

the queat1cne the>' had been prepared to anner. 

It wae a long oontereno. , laating tort)'• fiw llinutea and wu very 

well attended, c~t by oorreepon4enta waa tirat that 1t wu an 

un\11\lal aort ot o...rereno. bu.t ~kably ... u handled, A ee00Ddar7 
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•xpooted IUid thereto.-. waa a ... tbing ot Ul Dti-olt.az. !~re wu 

great intereet in the etatemaat tb&t no dnaluation or J~C~Wtary intl~ 

tion waa o ontemplt.tod. !hie got into the bulla tin lead a · end waa 

undoubtedly reapcm.eibl• tor a digbt r•oenion in atooka and o....oditi••• 

!be p.-.u reoeption of the eta~nt wu deoidedly trlendly. 

-oOo--
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".!: Jr: 

":>Pr r t or : 

Pr. Luben : 

ii.~! Jr: 

L: 

~ -

t.· .: . Jr : 

L; 

• 0 

W o 

~ ::.Jr: 

! • 
~ -

i.I . !!. Jr: 

• 0 -· 
'~.:•.Jr : 

• 0 

~-

'~. !'.Jr: 

!lr . ~uben . Oo enead. 

Oood morni ng . 

Hell o :..n))Pn. 

" 
February ~~ . 19~8 . 
9 : 37 a.m. 

Pow are you? say , I d ict a t ed a little not e t o you 
r~~1n:1n~ you of a t e lephon e c~ll , p r ob?bly -
oent i t over by ~csr engor . 

'!'hat 1 s all ritht. !low l:lok Luben, ! t~<.llted to t he 
?reo;1dent y est PrC' sv !!.nd he 1 e del i ghted tt!Pt ·:e ~o 
shoed -.1th tl\1£\. 

S\""Cll. !'">- I t ell y?u ~hr t we 1 r e doing. 

?les se. 

V!e 1r e •. ic%ine .. tch one of tbeAe bui l <' t ng material o 
rnc 1·:e 1 re charting them , i ndiv idually, ant\ then we 1r e 
going to hE've n :!t.ory about each one , t elli ng Vlhl't 
f~ctors C.e t e rmi ne t he pric-e s i t •1" t i on . 

I mean 1n "th'l t ~n~ta.ncos , '\78 !mow of on~ orgl'nizat ion 
fixing th" price for th~ l'tho1.1' i nt'l ue try and ?ther 
•.Pdu::tries l"hPr e t qriff :l't"tch1ne comes in , end 
giv !.ns y ou s?rt of a n eo?nocic pict1•r e of each o f 
t,hee~ :'r~ces . 

·~e)l, now <\o .vou think tf - co'.ll C. ! get a ;">'!""" 'l t i t, 
sa;: b,- t hrt>c ~ ' c.-!c ck? 

"lel1., gosh , ! don ' t l'.no":Y , ey - 9. l ? t of ey ,;:eople 
r.er e aw~v on t!?nc:lay, cncl none o1' them r.er l' h E' r e 
y eat e>r day, but :·:e c a n - we " .1 he.ve t.~~ f l.guree , 
thPt i s t he 1n~oxes for oos t of them by t~~ee. 

'!/ell, I - I - I ' d li1tP - you ~or. me , \':hon I get on 
s omE't h tns -

By no-_. . Why - ,.,,.. then ! W:i'lt t o l e t t he prople kno~ 
the t -c 1re st~rted, aee? 

Yes . 

~et 1 c do what we can . 
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c L: 

~ - ~" .Jr : 

' . ~ . 

H.!t.Jr : 

L: 

u. ': .Jr: 

' . 
~ · 

H.': J'r: 

~.:: .Jr· : 

' . -· 
u .!".Jr: 

L: 

:.: . . .= ."rr: 

' . 

' . 
~ · 

:: '.Jr: 

' . 
~ · 

t.r. !" .Jr: 

L: 

R. :.t .Jr: 

~· 4 
- 2 -

All rtght~e, tin•. 

!'ow, I want t o check r.1th you. Have ~·?u t •"'. <'d 
t o Fischer, over at .FHA? 

Do you !;:1 .,,., h:l.m &t all? 

I s he good? 

Pe ' s a ' r otty s~od ~en. ~e ' s a sort ot r~t\ring 
fellow, but ~c Ln?rt h i s st•xff . 

'"e '!.l oup.,..'ltn •t _,.e to have h!.m !.n? 

I think i t ~~ulj o~ worth r.~il~ . 

All ... i ght . : lor., l~ t. 1
: J •.1e t g.J ~ver •he liC't . 

C~n p.,.~~"'::~l R"terve contribut e ar>;vthing :m t hiS? 

Y?U '.'IOU l d . 

Yes. 

t.ll righ t . !!?•", )Jo·~ c.hout Agricultur~? 

'"ell, ! - ! , ... ~ .. ~t Zette c tay 1n r.!th !.t, . 

All r 1ght . Rae Straus £O t ~~ybody over there? 

l!o, he doesn ' t have :~. to,!. 

~ast~ ' t got a sou1 . Ought Jo '" :. ~+. in, so he ' ll 
know r.h:lt ' s go i ng? 

I don't know t h!lt it h::~a much bearing r eelly , 
on what they ' r<' ~oing. 

You :ion 1 t . Not tho f irft mee t ing. \Vell , we 1 11 
l eave h i m out t h<' fir s t J:lcGt1ng. 

Ye s, I shoul:i. 

Then we'll hav e t he same cr?r.d ~lu& Flache r . 
::::: th::.t. right? 

Regraded Unclassified
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'L !!.Jr: 

L: 

H. l!. Jr: 

L: 

' . 
~ · 

:.: . ~:.Jr: 

L: 

" !.Jr: 

Yes . 

And - :!.et oe .l 'J<It think a minute - :>h, yes, 
~ell I' ll have somebody 1n froo Procurement. 

All r1ght1e. 

See? How about thnt? 

Cood. I th1nk 1 t would be worth wh1le. 

.. 5 

All right. l!eanwh1le , t hey h~v~ no stat1st1o1an, 
they 're on th . f~ne line , they're dotns the bvy1ng. 

Yes. 

\Vell then l et ' :; (Set :t~rted ct. three. 

Three . Fine . 

Al\ r ight. 

, 

Regraded Unclassified



-· --...­................. -. ---.... ..._. ... ..... 
.-.~-. .. .... 
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Bonor~blo Henry Uorgantbau. 
Secret ary of tho Treasury. 
Weahlngt on, D. c. 

Uy dear Wr. Secretary: 

) f' 

Jebrua17 23, 1938 

St r i ctlY Peraonpl 

Not haviQb beard fUrther !roe you concerning the proposal relat i ng 
to bank belding coopanlea, I have w\ t hi old a bill on the subject pre­
pnred by ay direction. This I have done at tbe request of t he Preo\dent. 
However, If ~vtbing is t o be done wi th t hle problen a t t his seaaion of 
Congress . it i s about t ime t o Introduce the bill for appr opriat e r efer­
ence n.nd tor heari!lKa, pe.rtieul•rly aa Senator UcJ.doo is par siet1"8 in 
aaking hear inuo for his bil l propoeing t o abolish holding companies 
and to extend branch bnnkind acroaa stnt e lines. 

The LlcJ.doo bill extendi ng branch bn.nk ins acronn stat e linea baa 
not , In ay considered opinion, t he ghoat of a chance of being enacted 
Into law. The Senat or's bill dealing with holding companies by banks 
which are combers of t he l ederal Reaerve Syatem i s totally Inadequate 
In ay view, aince there are core banka outside the Federal Reserve 
Syaten than are comber• ; and , i n ay opinion, the McAdoo bil l , if en­
acted, WOUld in~uce ~v Of t he bold i ft8 CODJ)M;jl' banks to w1 thdr aw ! ron 
t he Federal Reae rve Systea end do bualnesa under atate bank charter s. 
The only •o:r to reach pr actically all holding cOIIJ"!..IT bMka woUld be 
t o co•prebend, aa In the bill , a copy ot • hich I an ae:>di n;: you, all 
i nrurod bl>nko. 

It you ba'fe any suue stiono t o ll.otko , I would be glad to have them 
ae prooptly a s possible; and in conclusion I would ask you to consider 
whet her we should attempt nn;r bankine lesielat lon at thi s seosion, t or 
t ho r eason tltat certain members of the Senate, and pertic~arl7 of the 
Houoe, wi l l inevit abl y undertake to t ng on to any bank bill their re­
speot i •e vega ries concerning monetery control and tbe complete aboli­
tion ot t ho Federal Reserve Bnnkin6 Syateo. Thi o, as I om sure you 
• 111 know, would mean Intermi nable controverey , which ver7 l ikely would 
rer~t in no banking l egislation at all or legislation of an evil nature. 

Sincerely yours, 
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ANALntCAL 'hBLE OF COl!TD!TS 

SECTION I. Definiti ons: 

{1) "Insured Bank" 

{2) "Person" 

{3) "Company " 

{4) "Director" 

(5) "Securities" 

(&) •eap1 tal. Stock" 

(7) "Control" 

(9) "Holding Co~peny" 

{9) "Affiliate" 

(10) "Effective Dote" 

SECTION II . Prohibits dealing with or in securities of affiliates 

and provides for orderly liquida tion of existing 

investments . 

SECTIOll III. Prohibit s further developaent of holdin& companies . 

S~IO!I IV. Prohibits insured banks controlled by holding com.;>aniea 

from establishing new or addi tional branches. 

SECTIO:l V. Requires filing of reports by holding companie s and 

affiliates with insured banks. 

SEC'l'ION VI . Authorizes Federal Deposit Insurance Corpora t i on t o 

r equire r eport s f rom and make i nvestigations of holding 

co~penies and affil i a tes . 

S~TION VII . Prescribes condi tiona for issuance of voting penoi ta 

to holding co,peny affiliates under provisions of Banking 

Act of 19SS. 

•• 
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sroTION VIII . Authorizes injunctions to prevent threatened 

violations . 

SECTION IX. Prohibits dividends t o holding companies violating 

aet. 

l>ECTIOO X. Authorizes teraination of insurance of banks controlled 

by holding cOtop&niea violating act and other penal tie e. 

Sro1'10N XI . Prescribes procedure for reviewing orders of Federal 

Deposit Insurance Corporation. 

sroTroN XII . Prohibits violations by persons connected with 

holding companies or aff'Uiates . 

SECTION XIII . Penalties of fine and imprisonment for violations. 

SECTION XIV. Exemption of govern~ental corporations and agencies . 

SECTION XV. Separability clause. 

8 
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4 BILL 

To provide for the regulation of bank holding compen.iea and 

atf.illatea, and for other purposes . ' 

Be it enacteci by the Senate and Houoe of Reweoent&-

tlves of the United States of America in Congress assembled . 

' 
That th.is Act may be c1 ted as the "Bank Holding Company Act of 

1958" . 

SEC'!' ION I . (1) "Insured Bank" means any operating 

bank, banking association, trust com;l!Jly, aaviQ£s bank, or other 

banlc.ing institution, the deposits of wb.ich are insured .in ac-

cordance w1 th the provisions of Section 128 of the Federal Reserve 

Act , es amended. 

(2) "Person• means any individual , partnership, 

association or persona, or company. 

(!S) °C0111pe.ny" means any corporation, incorporated bank, 

banking association, insured bank, joint-otock company, business 

trust or trustees or any voting trust. 

(4) "Director" means any director or trustee of any 

co:.pe.ny, or any individual who pe.rforma abdlar functions in 

r espect of any compe.ny. 

(5) "Securities• include notes, drafts , acceptances , 

bonds, debentures, capital notes , voting trust certiticatea, 

capital stock, treaaurT stock, warrants, and rights to aubacribe 

to or certificates of deposit for any of tbe foregoing. 

• 
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(6) •Capital Stock" includes co111111on and preferred 

stock, capital notes and debentures . 

(7) •control" zeans t he legal or equitable ownership 

or holdi~g of more than ten per centum or the total number or par 

value of the .outstanding shares or capital stock or total nUl!lber 
-. 

of voting rights for elect ing directors, or the domination, directly 

or indirectly, in any manner of the election of a majority of the 

directors of an insured bank or any other company, and wherever 

used in this act , tho word •control• in aey gr&J:~:tatical form 

shall have this meaning. 

(8) "Holding Company" of any insured bank means any 

com;xmy which controls the insured bank or cont rols any other 

co::~pe.ny which in turn controls the insured bank, and every company 

in any series or succession of co2peniea in any systeg of controlling 

a~d controlled co~p&nies, in which any co2peny or co~bination or 

co,pe.nies control the insured bank . 

(9) "Affiltate• of any insured bank means any company 

which with respect to the insured bank is a holding co~pany, 

every co~peny in any aeries or succession of companies cons t itutin& 

any syste<t of controlling and controlled co:openiea, in which any 

co:openy is controlled by the insured bank or by such holding 

co::~peny or by any company or co::~bination of companies in such 

aystem, end any oompany having one or mora shareholders who have 

legal or equitable ownership of 110re then fitty per centum ot the 

10 

Regraded Unclassified



- $-

nmber or par value of the owstanding shares of capital stock or 

voting rights for electing directors of both the company and the 

insured b~>k; provided, that notwithstanding the foregoing, any com­

pany engaged solely in the business of (a) operating a safe deposit 

vault; or (b) holding or operating the building and premise.a occupied 

by any insured bank, shall not be an affiliate of the bsured bank. 

(10) "EffecUve Date• •eans the date of enactment of 

this Act . 

SECTIOil II. It shall be lmlawful for any insured bank, 

directly or indirectly or by any device whatever: (1) to make 

nny loan or extension of credit to any of ita affiliates or to in-

vest any of ita funds or any funds administered by it, in any 

securities issued or guaranteed by any of its affiliates ; or (2) 

to purchase any securities from any of its affiliates; or (5) to 

malte any loan or extension of credit. to any person secured by any 

collateral consist~ of any securities issued or guaranteed by anr 

of ita affillates. Notwithstanding the foregoing , any insured bank , 

which prior to the effective date , shall have made any loans , ex­

tensions of credit or investments whioh by virtue of this section 

would constitute prohibited loans , extensions of credit or investments 

if made after the effective dst·e , shall have three years after the 

effective date within which to collect, sell or otherwise dispose 

thereof . During aaid three year period any such loans or extensions ot 

credit 118J be renewed or extended, but no renewal or ext81laion 

11 
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shall be given beyond said period. Within two years e.i'ter the 

effective date , where necessary to save itself from loss , any such 

ins w-ad bank may accept securities issued or guarantead by 1 te 

affiliates, as payments to apply on or as collateral security for 

loans or extensions of credit mads prior to the effective date to 

any poraon othe r than one of its aftilietea, and in sueb evant the 

i nsured bank shill collect, sell or otherwise dispose of such 

securities rl tbb three years after the effect! ve dat,e. 

SECTION III . It shell be unlawfUl for any co:npeny to 

acquire nny capital stock, or voting rights for electing directors, 

of any insured bank or of sny holding compe.ny of any insured bank, 

if such co:npsny is or upon such acquisition would become e holding 

company of any insured bank. 

SreTI011 IV. Uo insured bank shell establish or operata 

or be psr :ai tted to establish or opera te any no ... or eddi tionel 

branches while euch insured bank is controlled by any holding 

comj)Clly . 

SecTION V. Every co:npany shall before the expiration 

of sixty days after the effective date cause to be filed with the 

cashier or secretary of every insured bank as to which it is an 

affiliate, en affidavit to be signed by one of its execut ive 

officers having knowledr e of the facta, which shall set forth ae 

of the effective date , (1) the t.otel niZIIIber and per value or the 

outstanding shares or capital stock and total ouaber or voting 

12 
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rights tor electing directors of such insured bank , which such 

company owns or holdo , the namee or t be persona in whose na.es such 

shares or rights are issued and a CUll descr iption or any inst ruments 

evidencing such aharea or rights, (2) the a110unt of any indebtedness 

of such company to the insured bank, direc t and indirect, the Mturity 

dates , and the person in whose name such indebtedness stands, if other 

t han the company, and (3) an itemized statemsnt of its assets and 

liabilities as of the last day of the preceding month and of ita earnings 
' 

for t he current fiscal year to the last dey of the preceding month , if 

the company be directly or indirectly indebted to the bank. Withi n 

t • enty days after the close of each calendar month thereafter, if 

there has been any change in any or the =tters covered in such 

affidavit, except item three thereof, during such month, the company 

shall file a like report , so long ea it shall continue to stand in 

the relation of an affiliate to such i nsured bank. Every com~ 

shall file within thirty days after the last day of J une and December 

o f eRch year with the CRshier or secretary of every insured bank as 

to which it is an affiliate, a like sworn i t el:lized steteMnt of its 

esoets and liabilities as of the last day of June and December of each 

yeo.r end of its earnings for the current fiscal year to the last 

d8)7 of June end Dece:nber of each year . Every insured ba1lk shall 

retain such affidavits and statenants on file as a part of its 

recorda for at lenst three years . 

SECTION VI. Every insured bank, holding co:npeny and 

affiliate shall file with the Fedaral Deposit Insurance Corporation 

such annual, se:oi-o.nnual, quarterly"and other periodic ll!ld special 
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reports , the answers to auch speci fic questi ons and the minutes 

of auch directors• , stockhol ders', co~tteea' and other meetings, 
~ 

as the Corporation by order may prescribe as neceassry or appropriate 

for the proper consideration of the condition of any insured bank or 

for the proper supervision of the feder al deposit insurance system, 

nnd the Corporation may make such investigations of any insured bank, 

holdi ng company or affiliate, and the hooks and records thereof, as 

shall be necessary or proper to discl ose the condition of any in-

~ured bonk or the effect of the relations between any holding company 

or affiliete and any insured bank, upon the federal deposit i nsurance 
' 

syatam or any insured bank. And such inves tigations shall be made 

at the exponao of the Cor poration; and it shall be unlawful for any 

insured bank, holding cOmJlRIIY or affiliate :a&owL"'!;ly to a:ake any 

false statement or r eport to the Cor1)()t·ation or to refuse authorized 

representatives of the Corporation access to any information re-

qulred i~ connection with any such investigations. 

SEC'!'IOI: VII . After the effective date , the Board of 

Governors of the Federal Heserve System shall not, without the 

consent of the Board of Directors ot the Federal Deposit Insurance 

Corporation, crant or extend the operative effect of any voting 

permit to any holding company affiliate under the provisions of 

Section 2 of the Banking Act of 195~, as amended (Section 61 of 

Tit l e 12 of the United States Code). 

SECT I Oil VIII. Whenever it shell appear to the Bo81·d 

of Directors of the Federal Deposit Insurance Corporation that any 

14 
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person is engaged or about to engage in any acts or practices 

which constitute or will constitute n violation or the provisions 

or this act , the Board in ita discretion may bring an action in the 

proper district court of the United States or the Supreme Court of 

the District or Columbia, to enjoin such acts or practices and to 

enforce compli.ance with this net, and upon a proper showing, a 

te!lpora.ry or permanent injunction, decree or restraining orde.r ehall 

be grMted without bond. The Corporation may transmit such evidence 

as may be available concerning such acts or practices t o any United 

States Attorr.ey or to the Attor ney General , who , in his discretion, 

'!\&Y lnatitute appropriate criminal proceedings under t his act. The 

proper district for the commencement of any injunction proceeding 

pursuant to this section shell be any district wherein any net or 

t ronsoction constitutbg tho violation occurred or in which t he 

defendant i s an inhabitant or transacts business , and process in 

such cases mil.'/ be served in any district in which t he defAndant 

is an inhabitant or transacts business or wherever the defendant 

"-":J be found . Judgments and decrees so r endered shall be subject 

to review as provided in sections 225 and S47 or Title 28 of the 

Uni tod States Cede, and section 7, as amended , of the Act entitled 

"An Act to establish a court of appeals for the Distri ct of Columbia" , 

approved February 9, 189S (D.C. Cede, Title 18, Section 26) . No 

cos ta shall be assessed for or againat the Cor poration in any pro­

ceeding under thie act brought by i t in any court . 

15 
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SECTION IX. It shAll be unlawfUl for any insured benk 

t o f>UY to 81lY holding compeny, dil·ectly or indirectly, any dividend 

on any shores or its capital stock so lone as such holding company 

sha Ll continue to hold any shares or the ccpital stock or voting 

r' hts for .-electi ng director a or such insured bank, or of any 
~ 

company which is a holding co~pany with r espect of such insured 

bcnl< , acquired in violation or any provision of this act . 

SECTIO:: X. ffue::ever t: ~ llocrd of Directors of the Federal 

Ceposit lnaurence Corporation shall deter111l11e, nfter reasonable notice 

to the comuany effected an oppor tunity for a hocrin~, that any 

i r.:;ured bank or ony company nhich with J'espect to en;r i nsured bnnk 

is o holding company, has violated any provision of this act, and 

t ho\. such actior. is necessery for the protection of the public or 

t he sofety and intet;rity of the federol deposit insurance s]lltem, 

it '!:lly e>al<e c findin£ of the fccts of "uch violctior: . Upon meldng 

C'lCh l'indin , t : e Boe.rd of Directors of the FederLl Deposit In-

surrnco Corpo~~tion nQY ce~se the snme t o be published in the Federcl 

r c ioter and tbere.,rter the insured beuk shnll be ineli r ible t o 

recci,·c aeposits of public funds of ~lte United States or of cr.y 

pttbllc officer , agent or ins tt·umento~ity of the United States . 

U!)On Jrokint:. such findine the Board of Directors of the Federal 

Deposit l nsure.nce Corpor~tion may proceed to terminate the insured 

~tntua of t he insured benk , in like I!Wlllor as proviced in subsection 

16 
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(i) of Section 128 of the Federal ReserYO .let, as &JCended . Upon 

notification in writing by the Boerd of Directors of the federal 

Deposit Insurance Corporation to the Board of Governors of the 

Federal Reserve Syata11 of any such finding of such violat i 0111 on 

the part of any holding eompnny and request for such revocation , 

the Board of Gove.rnors of the Federal Reserve Syste11 forthwith 

shal l proceed to revoke any voting permit theretofore granted to 

such holding company aa a holding company affiliate under the 

provisions of Section 26 of the Banking Act of 19Sl'i, as amended 

(Section ~1 of Title 12 of the United States Code). The Board 

of Directors of the Federal Deposit Insurance Corporation shall 

have the ri&ht, upon auch terms end conditions as ~y be con­

sistent with the public interest , the safety and intep-ity of the 

federal deposit insurance system and the purposes or this act , to 

review, suspend, modify or revoke any order or finding made 

pursuant to this section. 

SF.CTIOII XI . Any person or party aggrieved by en order 

issued by the Board of Directors of the Federal Deposit Insurance 

Corporation under this act may obtain a review of such order in 

the eireui t court of appeals of the United States within any 

circuit wherein such person reaicies or baa his principal place 

of business , or in the United States Court of Appeals for the 

District of C.OlUilbia, by f iling in such court , within sixty days 

after the entry of aueh order, a written petition pr¢Dg that the 

order ot said Board be modified or sat aside in whole or in part. 

17 
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A copy of such pet! tion shall be forthwith served upon any me!llber 

of said Boa~d , or upon any officer thereof designated by the said 

Board for that purpose, and thereupon the said Board shall certify 

end file i n the court a trw>ocript of the record upon which the 

order com,>loined of ns entered. Upon t.he f iling of such trans­

criol such court shall have exclusive juriediction tc affirm, 

~~!iCy, or set ns1de such order , in wholo or in pert . No objection 

to tho order of said Board sball be consioered by the court unless 

auch objection shell have been ursed before said Boerd or unless 

t.:1oro were r easonable • rounds for failure so to do . The findings 

of tno aaid Board ua to the t'ncts, if suppot·ted by substantial 

ov1Cienco, shnll be conclusive. If applicetlon is made to the court 

for leave to adduce additional evidence, end it is shown to the 

StJ tisfaction of tne court thot such edditional evidence is material 

and that tne.-e >Tere reasoneblo grounds for failure to adduce such 

evbence in t.he ,>rocee<iin' s before said Boord , the cou.-t me.y order 

such 8dcU tioru!l evieence to be taken before the said Board and to 

bo adduced upon the hearing in such manner end upon such terms and 

conditions na to the court may seem propor. Said Boerd me.y modify 

i t s r1ndin~ s as to the facts by reason of the ndditional evidence 

so taken , and it shall file with the court aucb modified or new 

findi~·s, which , if supported by substantial evidence, shall be 

cor.clua1ve, together with ita recom=e~dat1on if any, for the 

modification or sett~g aside of the ori&inal order. The judggent 

• 18 
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and rlocree of the court, affirming , modi fying, or setting aside , 

ln \'lholo or i n ;>lll't , e.ny such order of said Boat•d shell be final , 

auhject to review by the Supreme Court of tho Uni t ed States upon 

certiorari or certification es provided in sections 346 end 347 

of ! itle 28 of the United Statos Code . The couencement of pro­

ceodi~. s under this section shall not , unless specifically ordered 

b;• t.lle court, operate as a stay of said Board ' s order . 

St:C':'IOX XII . It shall be unlswful fol' the individual 

dircc t ora , officers or agents of' any conpeny to a uthor ize, order 

or ao nny act constituting in whole or i n part e violation of the 

provisions of t his act by such company. 

St.CTI OK XIII . ~.ny person who knowin(llY violates any 

provis ion of this act shall be guilt~ of a misdemeanor; any company 

which knowincly violetes a.'\y provision or t his act , U!'On conviction 

t hereof , shall be p~sbed by fine of not exceeding ~5 ,000 for 

e~ch violation , and any natural per 40n who knowingly violates any 

prov131on or t .1is act , upon conviction thereof , shall be ptmisbcd 

rot· cnch violntion by fine of not exceeding ~5,000 or by imprison­

"~''t for not exceeding one year, or by both , 1tl the discre t ion of 

t he oow·t. 

~ECTION XIV. No provision ln this act shall apply to , 

or be deemed to i~clude, the United States , a s tate, or any 

political subdivision of a state , or any corporation whi ch is 

wholly owned, directl;- or :ltldirectly, by any one or ;:;10r e of the 

• !9 
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forogoing, or any corporati on which ia manaaed b1 a person or 

peraone appointed pursuant to law by the President of the United 

States or the Governor of a state or the chief executive of any 

political subdivision of a state, or any officer , agent or e~ployee 

of any of t he foregoing acting as auch in the course of hi s official 

du~y or to any COQpRQY which is dete~ned by the Bonrd of Directors 

of the l"ederal Deposit Insurance Corporation, on application for 

ex&~~~ption or of its o'IIIl motion , to be only incidentally a holding 

co~pony and to be primaril y engaged in buslness other than hol ding 

the stock of or managing or control ling banks , banking associations, 

savings banks or trust companies , or to be only incidental ly or 

te111porar1ly nn affiliat e of any insured bank. 

SECTION XV . I f any provision or this act or the 

application of such 9r0vision to any parson or circuostances shall 

be held invalid, the re3ainder or the act and the applicati on of 

such provisions to persons or circu=stanees other than those as to 

which it is declared invalid shall not be effected thereby. 

, 
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MBo SPECIAL GRAY 

Paris 

DatEd FEbruary 231 1938 

REc 1 d 11 : 10 a . m. 

SEcrEtary or StatE , 

Vl ash1ngton, 

__ , __ 

283, Pt bruary 23, 10 a ,m, (SECTION ONE) , 

FROM COCHRAN , 

WhEn I was at BasEl on FEbruary 14 I discuss Ed with 

an Economist friEnd thE quEstion of thE prESEnt franc 

EXChangE ratE , His Vi EWS intErEStEd mE SO much t hat I 

o.skEd him to txpand thEm and put thEm in writing . I 

hO.VE now r ECEiVEd from him thE f ollowing mEmorandum which 

m~y bE hElpful in connEction with my 279, FEbruary 21 , 

10 p.m.: 

" ThE FrEnch nationa l incomE is at prEsEnt usually 

EetimatEd at 240
1
0001 000, 000 fro.ncs , total public expEndi­

turE (cEntral and local, o.nd including for ExamplE pay­

mEnts for thE railway dEficit) is fully 10010001 000 1000 

franca , or which somEthing likE 70, ooo, ooo, ooo is mEt by 

currEnt rEvEnuE and 30, ooo, ooo, ooo has to bE mEt by bor­

rowing. On thE basis of thESE f i gur Es public Exptnditurt 

is at thE ratE of ~ or thE total national incomE. It 

is, 

21 
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. 
i s , howEv Er, possi blE thot for thE purposE of comp81!1eon 

bEtWE En thE nat i onal income and thE budgEt chargEs , t h£ 

figurE for• thE nat i onal incomE should bE somEwhat in-

crEns ed. 

BULLITT 

KLP :HPD 
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Preaent : 

Februs ry 23, ~ 938 

11 : ~0 a . m. 

Dr . Fe1S 
:.tr . Taylor 
t;r . Lochh ead 

• 

~. Jr: Herbert , I have read t his tale and , as 
I sn11 t o s ocebody , t hey t ol d us everyt~~ng but what they 
!.ad f or cUnner. That td.'".nt be mor e 1nt eres t 1ru- t han what 
1s 1n t r.e cabl e. And I s 1nply f elt • • . -

Dr . Fel s : Tha t ' s rl.,.nt . I agr e e ~1th you 
t hnt 1.he OJEibl e i s not ver y 1nt'or1~nt1ve . 

Hl.: J r · \'fne.t I thou~ht 
rtcht , e;entleme;. I woul d tell 
con3ult , let ' s s t ar t consult1ne; . 
o.bout? I am ready . 

I v1ould say is t his : All 
Cochr an , i f you nant t o 

What ' s a l l t he shoot ing 

Ur . Taylor : And alw~y s have been. 

Hl.l , J r : ThPy w11nt t o consult? All right. 
do they ><a nt t o do i t? 

\'lhen 

)r. Fels: I don' t know. 

Hl.: , J r : I fel t i t is so i mportant tr~t I did not 
w&nt to do 1t "1 ;;:1c·~t t he St a • e Departc~nt lt:1o..,i llb about 
lt and advls1ns me . 

a t or : I 

Dr. FelS : I v•111 cert n1nl y r eport back and ..• 

HJ.I, J r : I r.ill t ell h1:n , . . (To te l ephone oper ­
" 111 tAke Cochr an l\nY t l me I can get h1m. l 

Dr. Fe1s : I have one observati on and onE> t hought 
t .. a t I would like t o be bold enough to put be f ore you , be­
caus e I a:n not too certa in of t he observe.t 1on or t he t hought. 

!.loni clt . 
t ude as 

One 1a an observa t i on 1n regard t o an 1nd1v1dual . 
Well , I t hink I hold a somewhat dissimilar att1-

r egards t he i nd i vidual . 1 won ' t at test s o to hi s 
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::~et.~cds . As to his i ntelli •·ence, watchi ng h i m for a 

long , l ong time , he has always been to ~e one of t~~ most 

i ntelli,::ent one would meet . He has seen sit uations be-

fore t he rest have and he has clea r perspective and I, there­

fore , t ake seriously any i nitiative that !!r. Monick pro­

nounces, even if involved in that initiative mi ght be a 

ques t i on of his personal position. It usually sp rings 

from r~ality . He usually sees pending reality over there , 

fl'Oll my exoerience, from watch! ng Moni ck fro:n the days he 

was in ~as~ineton. 

Then you sa.:J , Can you diml y seo what reali ty? 

I woul d any yes. I t .• i nk I can , ••hich is t ha t there i s 

for France , in the present circumstAnces, no way out al ong 

i ts current lines of policy . Oonsiderine its poli t ical 

situa tion , 1ts labor situation, its ar mament expenditure, 

t he franc a t t his present moment Jus t has no destiny and 

it' s in tr.e oense the French policy has to be changed I 

uess ~oni ck i o acti ve . I know if I were there I s~ould 

~e l ooking around fo r n possible change . 

The particular su8hestion or form of action that 

he nut s forwa r d is hard for tne to pe rceive .t all - - going 

bnc:: to t he gold standa r d . I don ' t kno\7 11hether he means 

i t seri ou sly i n itself or Just to provoke di s cussion. If 

I \'tere try i ru; to short-cut t hrough a great many things in 

~j· own o~nd -- I r;oul d rept>at Qbni n , I am F:iving you my 

!)ersonal juc\~?;ment - - I would say thnt t he French situati on 

1n 1~ternational econoruics, i nternational pol itics, is such 

th.'\t t:.ey probnoly can' t escape aooe type or measure of ex­

chan5e control. 

And if that is t o be a correct Judgoent , then 

the oroblem from their oo1nt of view and from our point 

of vi.e11 would be to try" to wor k out , through consul t ation, 

so~ oethods or measures of control whi ch would still be 

cf a character not to rob the Triparti te arrangeoent of 

i ts s i gnificance as a working arrangement bet ween the three 

Governn~nts, and that ' s t he problex over which I would like 

to see consultation. 

Now that , I realize, is Clllki ng very i mprocpt u 

declarations in a very short time , but in extenuati on of 

t hat f a ct I can onl y s ay that they have been shaping up 

in my mind slowly over th~ last two or three months nnd 

in that sense they are not i mpr ompt u observa tions. 
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Llr . Taylor: The only thing that s trikes me 
in r~eard to consul t ati ons - - we are always open f or con­
sult~tlons . Do you think they want to put t hese observa­
tions on a di ffer ent form? Give them a more f or mal t one? 
Ti.at they are goi ng t o announce that they a r e having con­
sult ations? Or do they want some special mis si ons? Or 
what? 

Dr. Feis: I don't kno,. , but I thinl< we w\11 
have to be very o:uch on thR alert lest t hey want to make 
••h.'\t should be tech.'llcnl r:~onetary conversati ons. 

Ur. Tevlor: I can ' t get that out of my head tha t 
t•:.nt ' s nha1. !t is about . 

Dr. Fels: Or soffie element in it might possi bly 
h:wc that aim in view. Different purposes usually com­
bine in clrwmstances l i ke this and I~~ sur e •. • • 

BM,Jr: Of course, t he surprising thing i s that 
t h1 o act! on 11hlch we took las t week , you know, i s working. 
You kno•' that . 

Dr. Fete: No , I did not . 

Hll , Jr: Well, look at t he charts . Stock prices 
en~ : here are the commodity orlccs , and the t hing i s work­
in: . 

Dr . Fete: Still can't work tor Fr ance. 

HU,Jr: ;low, that ' s :ny question. Now that ' s 
what I ao leadi ng t o. I had been hopeful in doing this 
thing , I had two t 31ngs in mind. Firat, t o help our i n­
ter~'\l s i tuation and then I was hopeful it would change 
the dowm•srd trend or world prices of commodities. And the 
t hing t ha t I was hopeful that it would help the French, but 
none or us was sure . 

Now, the 1vay tho franc acts today , 1 t l ooks a s 
though people , i n checking up what has happened o'ler t he 
week-end , that they have more confidence in Great Britain 
and lees in France. J ust from reading t he f or e i gn ex­
chAnge and sitt ing here, looki ng back -- I have had a 
very quiet t i me; lots of rest , and only talked to the 
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President once -- outside of Hungary, nothi ng t o bot her 
me, and while what's haopened is not surprising, I think 
looking forward over the next ten yea rs, I think we are 
All ~oing to pay for this thing , but for immediate results 
from the standpoint of business , I think i t i s goin~ to be 
hel pful in the world . England. I don't know whether 
/OU checked it or not. 

tlr . Taylor: Yes . 

HU , Jr: I tried to evaluate this thing a nd I rend 
t .. e c!lble from Clay a nd I think from the atandooint of 
En.·la:'ld -- let' s lease us out of t he oicture _: I eM~ ' t 
help but thirk this i s bullish on En~lish busi,ess. 

~r . Tavlor : Yes . 
~.--.. p?enP.d over t i:e rzet!k-end. 

You nre talkin~ aoout what 

;;r. Taylor : Of cour se I do . 

HU, Jr: Nobody rP P:rl't s it mo1•e or i s rr.ore upse t 
about 1t ttwn I a:n n"rsonnlly, b•Jt l oolting at 1 t os n busi· 
nPss m&n , ~1hat :nust the b•Jeines s mnn think? I c An ' t helo 
t..u;; t:1ink t hn t f or the s hort r-.zn it i s constructive . 

:r . Tpvlcr: Yea . 

ffi! , J r : Ir I had kno''" ,.here you (':aylor) r.ere , 
I ~ould h11ve called you ul) . I "ade a rerJark to th~ Pra s ­
ide~t ~hich I tno~-ht ~as 1ntereatin~ . I said , Evidently 
t t.n Er<;l1sh:::a!" is llnly t .'l1r.kin" six conths in advance . 
He &~tid , • Six r.:o:1tha , notl'.l rr-! H•' s only loo>:i nl! 3he8d 
six hours .' 

That ' s the "'C.Y I fee l, but certainly I am not 
r oinr- to aay 1 t ou t side of tho r oom. But I 8o tryi ng to 
be renllat ic c.cout it . 

Inoldent a ll/ (to Dr . Feis ) to s i detrack a minute , 
I put t\nothe r o rouosi t1on up to h iM which rnay, as we go 
u lonr, , interest the Sta te Dcpnrt ment . I asked tt.e Presi-
d ent whether I could ccntlrue our oricc studies and confine 
it to t he housing industry . In t hat t hing I 8~ going to 
8ppro&ch 1t from this 8n&le : we will t ake gypsuo , which 
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hatmene to oe twice t h e 1929 Qr1oe . Should 1 t g o to t h e 
Ta~1ft Commissio n or shoul <! 1t ,;o to the Federlll Trade 
Cor.~:.tission or the De"!)artr:tent of Justice or d o we need leg-
tslct1on7 I don ' t know. It' s a very 1m"!)ort ant i tem. 
As l 'lf ;;et into these thin~s and find out what device -- 1 f 
H g Plls into the tariff ~hine , woulcl you like t o be ke"!)t 1n­
for,J;et'l7 

~"\1/tl t i"ae 
,ot-.....ich - -

Dr. Feis: Sure . 

~1 . Jr: But ·we a re go1n~ to a ttack 1t . We no~ 
ohiloc.ool:y of t:le Adml. r.1stra t1on tcwar<ls n r1ces , 
I don't ~,o~ what you t n i nk . 

Dr. ·i't'is: Goorl . 

Hl:,Jr: But ~verybody , the onl y cr1t1c1sm 1a , 
i'lhD.t "re you d o1r.g to do Aoout it'. All rlp.h t . 'lie are 
,;olr.!;. -:o apnl y thn t philosophy, wc. tch so:r.e 11;roup of houe 
t n.· u nd tal:e t ne i mportant component parts and Lubin is 
.-o1n t o be r eady t o renort at ~ o ' clock this a fternoon . 
!!e a.:> i il I nave cro••1ded h im n litt le b1 t , but he ' s going 
to ·tvo r.1e a prelimi nary r eport . I f a nd when it " ets int o 
t ar1ff , then you "IO•tl d 11'te to be not1f1P.cl , woul dn 1 t you? 

Dr. F~is : YAs , t.ut the ot l:er way about . I 
don ' t :hink = yth1ni;' you mi1:0:.t do '':o ~ld di s t •~rb us. It 
~11 .. ~ ~·e : ,, t your ~rouJ) ::;i li<: r ather wll t to r-a'~e recom­
::.er.~ :i:)ns to t~e t nriff - ma;:i nr" · r oup r ernr<l1q; t ariff 
~cti or. . I t ' s no: l ikely~~~: you~ ~roup 1s - oin; to come 
out a t an> "!)oint and su;,e3t 1rcrenee of tari~~ . 

!L, J r : t:o. Lo~:er\ n:; . 

Dr. Fe i s : In all 11kol1!.ood , most of your recor.l­
oer:dc.:1ons ,-o·ll d be f or low .. r1m . 

~: . Jr: I dor. ' t kno,., uhP. re .-ypsum i s, but suo-
p ose t~ere is a nice lot of ~ypsuM up in Canada. Or t ake 
G.,in<:l cs . 

Dr. Fe1s : I t h1 nk ne far as t he Sta t e Del)e.rtment 
1 s concer:1ed , 1f your n rice f;roup conce1 vcs t !\e i de a tha t 
tar1 ff rcv1 ci on ,·•oul d 'oo useful, ,.,hy 1 t v1ould ~Vel come you 
'71t!1 open ar~:~~ . As a mat. er o f fnct 1 Just in t h ie r oom 1 

i n t,\c housi ng field w!' o·~t t l.rour;h va r 1ou3 r ejecti ons with 
t his 1r r.~i nd . Put thro:wh cement . Put throus-h brick . 
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Dr. Fe1s : In our trade ar;r ecments crog rem we 
have hdd houoing prices particularly in view. On ce~ent 
vte h..·we had a perfectly terrific scrap. Of course they 
have tried every indi rect device to stop us. They get 
St ate legisla tion to le~iolate St a te i nspection fees and 
tricks of t hat t ype , but it has worked out . I n t he Czech 
ugr P.e:J.ent , if it g oe s t hr our.;h , there will be a l so be one 
rut in the fiel u of P' lass . It ' s in t here primarily be-
cause 1 t 1 s &l as3 you vrant f or housi ng . So we have ha d 
t hnt . We have had our own pri ce study on that for a long 
time, very informally . So I can only forese e cooper &tion. 
I don ' t see any points o f confli c t. 

~.Jr: Who could sit i n? 
t:.e benerlts of "hat h..'\s been done? 

\fho woul d Pi ve us 

Dr. Fe i s : I •·111 find out for you. Someone 
fror.l the Trade Agreements division . 

HJ : , J r : Wel l , 1 t l'till be nt 3 o' clock . \'Tho is 
their chief eccnoo1s t7 

Dr. Fe is: Edo1nis ter is p robabl y t he Senior 
Economis t , but he 110rks almo3 t solely on agricultura l 
questi one . 

ID.: ,Jr: ~rho i s head of tl1Rt7 

Dr. Feis : Harry !in'Tkins. He ' s p robabl y hol ding 
~.ts first :::eetin;; .,1 tl1 the British delPgation t oday. I 
t . .iM the 31mpl e s t t hins for coordination , I will probably 
as~< joung St1nebower, o f oy Division , wh o is also a mecbe r 
of the Trade AJr e eoents Comoittee . 

Hl: , J r : Y-:>u \TOUlc\n 1 t want to come t o t he first one 
~ourself? 

Dr. Feis : I "10\lld like not!ung bett.P r, but I have 
ausp1c1on t he Sec~~tary will be summoning me to t he confer­
ence . 

Can I l eave i t thAt woy? If I e~ n ot here , 
Stinebo11er will be . And t he 1•enson he is the log ica l man 
is he is actual ly a member of t h tl 1' r ade Agr eements Com:ni t tee . 

Ht.I ,Jr : Yes . We are g oing to to11n on this. 
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Dr. Fe ls: I am very ~l~d to hear it. 

HJI , J:- : Because , ae I V11\8 say\M to you peopl6, 
nuou t tn1s meeti ng which too!~ plnoe l::u;t '"eek to t ry to P"e t 
w: A labor to nelp out on t he housinG thing , they h::\Ve ta l ked 
• ~~~ut !'Very cancelable thinP" n.n <l they h9vo hnd Ta yl or and me 
:~l.,ost crazy . 

The renson peo!)le a:-e not bulldln,;; houses i s bc­
cnut." '>r1::es ~re teo hi;;h and a ~ •• 1nt eres> r at e is not 
-o n · to r~e pec.J)le b~ild ~oueee 1f they thin~ !)rices nre 
too • 1.. Take 3l:1n:-les . Has tha t ever come UJ>r 

!)r. !'"eis: Tbc.t ' e •u:othel' t hin- -::e a re already ac-
~1''' Jn . We ~n ·crPnse d the l :J!)ort quota of s:rtn<;les c.n 
:;('!.' .l t . Vie lll!)osc:l. a tar1 ff quota of 25-,. c.f do!"!eetic or o-
"!·lctlon . I ::-.in\: - :"1n: if .,e :·.t't•l t,,no"'ln that : t.e Presi de nt 
..,oul" G~an : be . .ind us for oore, •re prob.'\b ly 7'0Uld hAve g1 ven 
t .. e .. nn even l ar:er quota and the nc·: Canad1nn r.gree"".ent 
··•lll be - - -·e ar~ negot1at 1:-~r:; A second ae; ree mcnt ~-:lth Canada , 
n'1u 1f ••e know we have t '"le unified bc.oki nt.; of the Gover nment ..•. 

HJ.I , Jr: Yo •1 wlll. 

Dr. Feis: 
t'~ sh\ n~le quot a if 
bo1. •. er1nr you. 

Quite possi bly ,.,e vt1ll be able to rllo!)en 
sh1 nl"loe turns out tc be one of t he th1 n~s 

H"' . J =' : We 'tre ''oi:l- to 1.:-ve the Federal ~eserve , 
Agrico.~: ture, plus FederD.l Ho·1einl" .,. i! J>lue State Departo!'nt 
::.1s t1 ::1e -.nd brin:- in Procure·;ent Dlv1s1on . 

Dr. Fe is: I thlnl< orobaoly , i f and as t~is eff or t 
:>f ;our - r oup develoos 1 the Trade A.e;ree me'l t orP":m 1za t1on 
,.,ould (IO')oint, as t hey so often d o , n Building !:S.tP.r 19.ls 
~..~,.- co·u~1ttce to o.dviee on th!lt •\nl it would asl: its oha1r­
m.•u• , w'loever tha t m1 ~"ht be •• • .. 

Ht: , Jr: I am ;::oin.¥ to move awfully f as t , Her ber t . 

Dr. Feis : I wil l do my very best to rr.ove fast . 
I will t ry to talk before your 3 o' clock meeting and se t 
t!.e aono1ntment of such a oomm1 ttee sketched out and g e t 
t 10 cha1r.nan nar.:ed and tete i te chairman over here by t h ree 
o 1 c l oclt . 

H!i . Jr: Good! 
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Dr. Fe ls: I h ope I cnn ~o all ~hat , b~t ! am not 

snre . 
,!!1.1 J r : Yea . Becnuse -- well , ! need not point 

out .,he 1J!I!>o~tance of try l nf"" to revive the building i nCiuetry . 

D1•. Fe 1s : You know, and I need not sas , we c a n 
onl; to·•ch tariffs in a tr11de ~roement and trade agreements 
nr~ •1ot : .ln~s tha ': -- I r e1tn , they t ~:e mon t h s of p revious 
n~ ct1 :tone . Jus~ what you can or can ' t do depends upon 
cl rcu ~t~· 'lee a . I s houl d expect , as a :!l3t te::- of fact , be~ 
-.,ec .• ::.e 3r1t1sh and Canadian :~gree:rents , ':'lhlch arc comin::; 
~p ~'r d lszussi or. , there 1s quite possibly aoPeth1n~ to be 

or.. . Th11.t h.c'l.p;>ens to be a !\•poy c1 rcu'1'C tanc~ . 

30 

Hl.: . J::-: We have the a'>rl 'l(; b ·•ild !.:'l-; facing us . 
Ju:>•)OO~n' 1"e r,.greed on a uoz.en th1nr~ tll.'l.t we hAve t O f'l' t 
or1ctl<~ lo"•er one r·a;; or t:.c ot:.er nnd t:mt four of them could 

._p lo1•er by lo•·•erin"' t !.e t>lrlff . Could they be C.one as .,ort 
of the trade )ro~ra!~7 

Dr. Fei s : You woulr\ have t .1r ee poss i b le ways of 
actin·. One is special le ·islntion in Conr,ress changing t he 
t · riff , TI'IO is v:hat they call Section 336 , i nvestigation 
by ti"•C Tnrl.ff Cor.ll',liSa1on , nnd. under the Pr£> s ident ' s or de r s 
• ;,e, 7nr1ff' Co:,u:Us sion cnn pu t tlu•ou-h such an i n,•est1"ttt 1on 
:-· :!1P ,. ;>ro: .. ptly . Th ree , the TrAde Agree:nent progr am. Th.'\t 
wo~l be tne slo~est opP!'nt1on . 

P.:~ . Jr: wr.at ! am doln"" here ''O'..ll:l be ..elconed by 

t . . • 3t :.e :Je .. >:'rt:::e !1'";? 

Jr. ~e1s : Certainly , 1n the large ; oh , yes! 

·:r. Tavl or: Sectl on 336 could act f a irly f ast . 

Dr. ~e1s : 336 could act f a at . 

D1• . Fe1s: Tl•e po•·•er to red••ce dut i es . 

ID1,Jr: Up to 5 '~'/.? 

Dr. F'!!1B: Up or dOI'rl'l . 

If t he com:nodi ty 1s one we can u se in a trade a; r ee-
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:nent , of course we would rat!l<'r have it done i n a t r ade 
a6ree aent rather than 336 beonuso wo cnn ee t somethin- f or 
it for oome American product . 

HL\ , J r : You see , Eoolas hns harped on t h i s f or !I 

yr~r and ; ot no,.rhere . 

Dr. Fe1s: I am sure you will get the readiest co­
op~r~tion possi ble . 

J;r . Tayl or: You could t:'e t effect if you p i cked 
so' ~~ ~1cular com~odity or t wo or tr~ee and 1f thP Pr esi­
dnnt i ~itiates &n i nquiry into tr-~t co~od1ty under Section 
~.:.o , I ::.1 r.E. you woul:i nl!l:ost !.mr.ecHately l:"e t yo'-l r price 

re,-•·are one: reduction in thn• . 

Dr. ?eis : t:o,. , this is ju::r,>in- f r o:n the 'Cure eoo­
no'1 ic~ noint of view - - if there is ·oinr- to be hit::h- p reseure 
action to curt><il t a riffs in thP b·a1ldill(: materials field a nd 
• ot r.in- done 1n build in•· wn~cs , it mE'.~na th.~t you are largely 
tnlti n- it c\lt o~ t he hides of t h e '"orl<Prs that nr oduce bu1ld-
1no• "'n t Ar1nls 1n order to !11:\!to it easier for your bui l ding 
o;>e. rators to '·"-~intain their hi f"h wage scal e . You a re r:o i :'IG 
to fl,to:-p in and - - I, myself , wot!ld "'elcoe~e the b r oader o r o­
· r nn , also some d irect tacklinr' of the buil d ir.a war:e ni tun t1on . 

H!! , Jr: I ·~no·• '"e will r pt into it . 
1 t . On th i s t i .in · s_.oul d I ;Ave Fox from Fede r al 
1: too early. 

•.7e can ' t hc l n 
Trade or is · 

Dr. Fgis: Fox fro~ Ta riff? 
., .. o , 1: ' s not too 

I" I r l y . 

H~ .Jr: Should h~ be hPre7 

Dr. Feis : I al:oul>:l think _e should be here , bu t 
j ou knO"' you _,3ve to hol 1 h i :r. w1 th n p ret t y stron~ re i n or • • • . 

H1~ , Jr : Sho•Jl d he be nt the first meeti ng? 

Dr . F<J i s : Y>!ls . I t ninl< I woul d have h i m a t the 
firs t ::aeeting , but if you don ' t hold h i m Vl ith a stron~ re i n 
h is t; onr-ue '"111 run away with the IVhole me e t 1 ng . 

Hll , Jr: ilaybe we Md bct~.e r not hl\ve hlo s t the 
first neet1n<· . 

(At this !)oint , Hl! , Jr sJ)o'-.e t o Cochr an and record 
of thei r conversat10!'I f ollo\'f& this pa~e . ) 
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11. ::.Jr: 

~~ . !! . Jr : 

t f •• ~ .Jr : 

~. -. 
". ::er l l' 
~ ,.~,ran : 

.. .. . . Jr : 

,. . .. 

~ .... Jr: 

~ .: .. Jr:": 

" · ~ -

·.: . ... . .!r: 

!i .'!.J r : 

" · ~ -

~.::.Jr : 

"· ... 

'!ello . 

I!r. =:ochran 

?h .' 

..:.n r·i!l)lt. 

Yes . sur el y . 

Oo ahce<~ . . 
. . 

-. .. ... 
~ello, ~- Secretnry. 

'!o-:r are you? 

All right , 61r, t henk you. 

!<' ebr'1~.ry ~3 , l ti3S. 32 
11:55 a. o. 

I'm \'<:"':.' r..uch c!le- - I' m <'Use.p;Jol.ntec! !n that c~<ble 
you s ent me. !iclto. 

Yes . 

: •m Cioappoi nted in the cabl e you sent oe . 

'(?u mean - did !'?U T:t>nt 3?ID!'th1ne, !J!:)r o spec1f1c7 

I \:'C'lted to lmo\V what you hrrl t? es.t . 

':h ! 

V'ell, nt t enet tht>t 17oul~ hs.ve ma<le l.t t nt.,r eet lnf:. 

Oh , no , it r ns nll thi ng unusucl. ?ut the t1'1!l men went 
d i r ectly t o t he ct~tion. 

Yea . 

So ~· fr i Pnrt an·d. I t.:::U~c:i 1t ovE'r, J ·~~ t l.n e. t axicab, 
eoing out. 

I see . 

• 

&~~ so he d i dn 't get to help ?~ t~e ~&:ti~s . al though 
1<C c i<'. talk ovt~r the ... or•Ung 1n t he ce.r . 
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C: 

~ :.Jr: 

,. 
Y o 

H . !~ Jr: 

C: 

~ . ~! . Jr: 

C: 
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well, now, ~~ be G~r• ou~ . Dr. Fele ls &!ttlng ~t 
~ elb~w. snd we've gon e ove r this t h ing, Teyl~r. 
Lochhead "nd eye elf. 

Ye c. 

And our ::r. :~wer l. o t h is. "!e ' r e ree.dy t o 11At en, :1-ny 
time 

Ye s . 

And tt~ ~· s ~11 : can t ell you. 

F1n e , ! th!n~ thct ' ~ cnoueh . 

Al1 r1gb~ . I :•-:=.'\ I cen ' t say e.ny t h 1ng mor e b ec puqe 
y?U havt>n ' t told r:o any mor e . 

That' s rieht. They d!~n' t tel l us "'-"Y o?r e, and evel" 
then, ;redPri~k and I dlffc~ a little as t o what t hey 
m~~nt to say even. 

L'h- hl.:-'1 . ! or.ll. h1rn !"reddl e . 

Yer . 

All right. Well, you - y ou t ell them we 're ready 
to l i s t en a ny t i me . 

All r isht, a i r . 

.t.nil t.h!'t, • e 1tl.l I c: ~.>:l say. 

All rJ.eht . 

l'o·-, - J u~' t :!. minute - antl !!.r. Tayl or a dds we a l,.ayt 
have beer -:-ead,y t,~ l 16t<:>n . 

~es , c ~r . 

!!ow Ur . Fels wan~a to ssy oornet h1ng . Ur. Fels v ery 
1·:1se1Y 1.'-!!!~<:ls~ e th~t t hese b e confine d to con! 1<'1.,n~11ll 
t c chnlc:al e~:c:hvn~eo . 

co~*1d~nt~sl t echn lc:a l -

~ . !! Jr: Ye s . 

C: :'!hat wae the l.ns t wor d ? 

;: :LJr: Conver:atlcns. 
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c~~~1dent1el techn1cel converentlon£ . 

An~ not ~n the fr?nt ~age of eny newspaper . 

Fi ne . 

see? 

Ye e . 

~o . now th~t • o f or that, end the franc ~eemo r•ther 

"'eak . 

Yes , s 1r. ~1~ y ou get ~ ~!r6 th~t I sent thlo n?on. 

u . .. . ;r: !:c . 

~. 

v ... !r: 

~ . .. 
~ .. !. Jr: 

~ : 

T!t~y he-! lost one hnl!' :~ Ull.?n ;')?U."'"S . 

Yee . 

J.nd 1t ' c 1m:,rovc'i R little £\ne t' then. 

u_,. Jr: '-:P!: . 

u . .. Jr: 

,.., .. 

"· .. 
" .. :.Jr : 

C: 

~aving to be su~po~tcd . 

J-11 !'ic,ht. :'/ell - "alt s ::11nute. ! J ut t ':I'Snt t.o c.~d 
1.:1·<t. tn'i! l ::l;ort.::.'lce ~t' ~ec:p1n~ 1t 1n the eltrly 
~tsges conftdentlnl on t.c~ount J!' the l'.t:-~:;:hP.I'e 
-,ver }':~rc t~··t:rd !.'lt•·rrlt't~Onlll af!s.lrE C:'!O~rall.J. 

Ye:;, yes . 

:3ee? 

Ye~ , r' .. nry , ! c. >::>r ectPta l.hot. 

I rnean t.hc 1Solc• t.l.on - I h~ve the '.!::>f. 6 r hand f or the 
t . .!.me being . 

All rlf',h t. 

sec'? 

Yes . 
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So th,.t 1 s t hat Me! when you have something, why, 
aa I say we're ready. 

All right, a ir. 

Well thank you Coohrcn. 

35 

Just one thin~ . Inc ~r:aage today I ' m c1v1ng you 
a r.ler:!cran~•.liU , \thlch my 1't·1end Y:tckup ecn. 

Yes . 

'!'hcu!;:h I C. l.:in' t. 'llcnt.1o.n h i & name ! n thP cablegrllr.. 

Yee . 

:-!:>d dr::::-n up the las t t.t::o dD,J:: . 

All ri'!h t. 

•nt n h l.m, t h i r. l '\c t <:~c elr end . 

Yes . 

Tnll:.eC. ovE>r th,. 10<' 0.1 &1 tua t ton her e . 

Y~s . 

Al!. right . 

And I es::ed hie t o g 1vl' me some bec'•~ro•.md on wbn t 
he thought the ~te:: s hould be . 

c~mlng to you t oday, 1 t 1
£ ~r. the r.ire. 

lfo.,; rl.ll yo•.1 plei\CO tell Ambe.sse.dor BulUtt or t.h11l 

conversetlon. 

surely . 

Than k you. 

~b, he salle t omorrow. 
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That 1 e right. 

Ch ! didn't know thPt. 

Go on the ~aeh1ngtor. t?~~rrow. 

All right. \'/ell, y~u t ell him a:nyv:ay. 

R1FJ1t. I 111 get TtOr <\ to hi m thie eYening 
crll for an ~ppointment wi t h the ~~~is ter 
evening or i n the morn•ng, yes air. 

All rit:M. 

Fin~ . 

• 36 

" nl\ I ' l1. 
!'or thie 

.· 
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Hl'. .Jr: Every time someth1nF'" comes uJ) .. 1th the 
~rcnch , Bullitt has been on the water! Every s ingl e t i me ! 

Dr. Feis: I thin'r. it ·ni ~ht be rathe r useful to 

hnve ni rn over here . 

!lr. Taylor: I lJave sene 1nf'orT.at1on. Trentham 
is 1~.•vl n<" here to return to Enr-l antl the loth , to be reolaced 
by ::r. Be;·•ley , •?ho a rr1 vt"B on t he 3lot . 

• 
H:.: . Jr: Thank Go<l! 

. .., 
Dr. Fei s : I ccre1 "11Y echo your state~ent! 

w ; ,.rr: l'lel:, thl\nlt God for t~<tt ! 
cool n bE~ck? 

::r . Tavlor : Yes . 

Hi• ,Jr: Grand! 

S o Be .. ley 1e 

37 

t.;r . Tavlor : And Tren;hnm will have a !l:'lecial ndm1n-
1at r !\ti vo J ob, some thin~ to de "'i th the Post Office, so he 
will not be in t ne Treas•n•y end o f it . 

oOo- oOo 
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FRO!!: 

DATE: 

NO.: 

RUSH 

American J:mbaee:r, Paris, France 

February Z3, 1938, noon 

286 

FROLI COCHRA II . 

This morning by 11:40 t he French control had lost 

aoproximately one hal! million pounds, but had brought 

tbP. rate back from sux'lldYbl 153.85 to 67 - the opening 

rate bad been 153. 50 - and thP.re was no let up in the 

demands for ste.rling. The presaure this morning bas been 

considerably heavier than the pressure yesterday. ~Y 

f riend enid this tendP.ncy is due both to intern'ltional 

and internal factors . Among the latter are the rumors 

of new increased borro~ing for national def ense purposes, 

and rumors of possible changes i n the French Cabinet. 

BULLITT. 

EA:Lft 

38 
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t.· • Jr~ 
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r "" ..,1"110r 
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- Jr. 

:J: 

" .Jr: 
.,. 

·:.: · .Jr: 

;: . .!r: 

" .. :. Jr: 

:!ello . 

G?vern?r usrr1son cnlt1ng . 

All rie;.bt . 

Go ehtlld. 

Pello . 

1-'el!o, reor~e. 

• 
Fcbr~~ry 23, ld~8. 
! '? : 48 p.m . 

39 

Flr et. r:tt.e, thnn~{ :t?u. ! t.ell y-:>•l, I ~1dn 1 t. lmow 
···hPt.r. er y)u hl\d seen 11· or net , 1:-•lt ! j \l!lt thought 
!'~ tPtl y?v th~t 7rr , or ?1lbe~t d i ed t h1P ~orn1n~ . 

~ee . 

?h, I d i e' n?t ~o-.no·'" thl't. 

'1e hr.1 hePn CJ.U11·C' c1ok for the lP&t two we~%o , 

I,., t errib ly sorry. 

wel l , I 'l.;>prec J. :>t(' 11., I 'm t erribl y :?r ry . 

A.l"!. r l.o;ht 'lenry . 

Thenk yo·~ Georse. 
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RE: HOUSING COSTS February 23, 1938. 
3 : 00 P. l.l . 

Present: 

H.:.r •. rr : 

Mr . Taylor 
llr . Gaston 
L!r • Haas 
t.!r . White 
Mr . Lindow 
t.tr . Daggit 
:.ir . Engle (Co~erce) 
!.!r . Fisher (F . H. A. ) 
:rr . Goldenweiser 
·.rr . Currie 
·:r . Stinebower (State) 
. .r . Lubiii 
.r . lUnrichs 
.:r . Ezekiel 
.:r . Reynolds (Procure:aent) 
..{r . Olipha nt 
L!r . Osthagen (Procurement) 

Gentl emen, the reason I a sl<ed you to come together 
is the follo;:ing: And may I say this , that last 
week f our Departm~nts co1npleted what I think was 
one of the most sntisfactory studies for the 
President, and durine the process of the studies 
there were no leaks up to the time the President 
received it . 

NO\? ;;e have invited so::~e new people to come in, 
lind 1f I m~<y be perfectly frank, I hope that we 
continue the record of last week and there will be 
no leaks uo until the President does or does not 
accept what r:e are goint; to do. And that doesn ' t 
t hen mean you can't r eport to heads of your 
departments what is going on here. I wish you 
would - but I have h:l.d experiences where we rove 
done other things like this for the President , I 
am sorry to say, and there were leaks and - but 
t he last meeting went along beautifully and there 
were not - and we ar e doing this for him. 

As a result of this study on prices and announce­
ment of administrative policy, I tal~ed to the 
President yesterday and asked him whether we 'd 
like to take this policy and apply i t to hous i ng 
and study all the important articles that go into 
making a house, and finding v;hich of them were out 
of line, and he said that be would be delighted if 
we did so. 
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Now I discussed this with l.tr . Lubin a nd he said 

he thought about it the day before I talked to 

ium, s o I knev/ I was on the right track, which 

gives him a head start over the res t of you, so -

and the other people a r e ready , and I thin~ as ~e 

get along i nto the thing eventually we may sort of 

break up into groups and study this thing , but I am 

most enthusia stic about the possibilities, and I 

have a lways been convinced t hat lo.:ering the 

i nterest r ates 1·:ouldn' t taake peopl e buy houses , 

and that l":c 1ve got to get at the costs , and what­

ever else goes into it; and there are her e some 

people from the Treasury, people from Procurement, 

from Co~erce, a nd Sta te De~~rtment . 

I discussed it with Ur . Fe is , a nd t he t hout_:ht is 

thls : Trot P. s we get into these things - there a.re 

r eally , as I see i t , about f our or five things 

that we could do . A particula r commodity could be 

referred to either Tariff Commi ssion, Federal Trade 

Coa~ission, Depart~ent of Justice, Congr ess for 

legislation , or we mi ght call in representatives of 

that par ticulor commodity , and try to use moral 

per suasi on; and any one of those p~rticular methods , 

or all , might be used. 

I am not going to be satisfi ed, for the State Depart­

ment 's information, to wai t until we decide a certain 

commodity is way out of line, until r1e get a trade 

treaty 1.ith Great Britai n ; and I understand from 

Ilr . Fe is he 1s sufficiently i mpressed the t he is 

going to have a sub-committee of the - what do you 

call it? 

Tr ade Agreement Committee. 

And o.ppoint a Chairma n. 

Stinebower : I uroersta ni ---

H. i.I . Jr : Is that right ? 

Stinebower: I didn' t ltnow nbout the Chairman, but I do know 

they wer e to have a specia l sub-commit tee of the 

Trade Agr eement Committee . 

H. ·~ • . Jr: Just on price? 

Stinebower : Just on building materials . 

H. 'J.Jr: Yes. And as we go along possibly you - look around, 
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see- certain people not here should be i nvited, 

and I'd be more than glad to get suggestions. 

Well, that briefly i s it. Now, Kr. Lubin, in a 

very short time, since you and I thought or t his, 

what have you got to say? 

We drew up some tables, lolr. Secretary, - oh, we 

haven ' t enough tor everybody, but I think we can 

d1etribute them so everybody can look at one -

giving the changes in prices or all the important 

building materials from 129 to date; that ie, in 

terms or 1 29 levels, the depression level, and the 

present level. And as you glance through these 

42 

you can note that there are many or these materials 

that came down relatively little during the depres­

sion, but there are many more or them that in 

January, 1938, were selling at prices above the 

1929 level. 

Kay I interrupt you? The President is not satisfied 

to only use ' 29 - I mean he reels t hat you shouldn ' t 

use that. I mean - I think what he had in mind 

is possibly going back a l ittle bef ore that and 

then coming up a little bit. 

Well , as a matter or fact, you can do that auto­

matically because in all these instances, 1 26 1s a 

hundred, so you oan tell what happened between 

1 ~6 and ' 29 by looking at 1 29, and looking at 1 38, 

in the last column, shows you what the situation 

is today . 

Now as you look through those you wi l l note very 

Sf> P.Cl f .tce.lly t.he t ;·our ~t·tck and tile ma teriala, 

"1 th the exception of flre clay an<'. silica 1•.r s 

~elling below their 1929 levels. Brick and fire 

clay, on the other hand is 123, as opposed to 

one hundred in 1 26 and 103 in 1929, and silica is 

125 to date as compared to one hundred in 1 26 and 

104.9 in 1 29. 

Excuse me. Index meane 1926? 

One hundred. Yes. 

So it it is 64.9, that is of - -­

--- or the 1926 level. 
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That is the way you run your stati stics? 

Yes . Now in case or tile, you will f i nd that with 

t he exception or hollow building t ile and r oofing 

and glazed tile, floor tile and drain tile are 

above their 1929 levels a nd above their •26 level s , 

and so you can go down t he entire list there and 

you uill find paints, for example, below their 19<9 

levels in all ins t ances; and paint materials , 

barytes, being just about where they were in 1929, 

and butyl acetate being considerablY below, thirty­

five per cent bel ow. 

On the next page you get into other types of paint 

materiAls like powdered bone, which is eighteen 

per cent above where it was; prussbn blue being 

above ' 29 , and everything else, with the exception 

of gum, being just about where they were in ' 29. 

Now I am not going to 

l'ihat about this ethyl acetate? 

43 

Ethyl aceta te - f all en fifty per cent in price since 

' 29 - just where it was a t the bottom of the 

depression. 

Well , it is 147 per cent. 

No, 1929 is 147. The l as t col~n- extreme right -

is present price. 

Oh, you go clear over . I see. 

Now as you go down the l ast column you can pick 

them most easily - Chinawood being above 129. 

What is Chinawood? 

Tung oil . 

Tung oil? 

Yes . 

Now on page ) you get the heavier items; you get 

cement, which is above •29/ you get lat hs, which 

is above ' 29. Dougl as - pine, yellow pine laths 

being above - and then you have all your types or 
l umber do'Rn tp doue:las fir being above 1291 

virtual ly - California redwbod bei ng above, and 
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the others , yellow pine floor being above ; all t he 

other s being belor.. Uaple just about ~here it was . 

li0\1 the i nteresting - !.!r . Secretary , if you look 

at the four th col umn, May 19.36 , and see what hap­

pened t o the pr ices of these things - in l umber 

for example, see the jump from 77 to 101? Chest­

nut from 89 t o 106 ; cypress fr om 92 t o 102; on t he 

other hand, douglas firs falling f r om 120 t o 108. 

So you will notice thAt you can' t gener alize about 

any particular co=odity. V:ithin each col:llllodi ty 

you have different types of items , some going up 

and some going down. 

Another interes ting case is shingles , l'lhich wer e 

110 in 129. Cedar shingl es were 110 - fe l l to 

62 in ' .33, 134; went up to 117 in ' 36 , up to 133 

in il" Y ' 31 , and bac!t down to where they were in 

raey 1 36 - a little bit below. 

And the si gnifi cance of these figures , I think, is 

to show three things : First, those commodities 

that haven ' t changed at all, virtually; those that 

have fluctuated , came d01:n mar kedly during the 

depression and are still bel ov1 the present depr es­

sion l evel s , and third, those that fell way below 

present depression l ovels but are above them now. 

And that l~st group are, in many instances , com­

petitive , but you rr.ve cer t ain artifici nl f act ors 

prevailing in the situation, such as the strike 

lo.st year in the northv.es t which made it impossible 

to set certain types of lumber on the east coast . 

44 

Now we have gone through all these building rna teri als , 

includi ng pl umbing and heating ma terial s , glass, 

gr avel , lime , hardware~ sand - ever ything tha t goes 

into it. (To Hinrichs) How many? 

111. 

lll of them. 

V,'ell, which grvup would you suggest trot v1e s t art with? 

I 1d say we ought t o s t art with al l gr oups . 

But I mean just somethi ng to work out a .f or mula f or 

ourselves, you see, because ---

Wel l , I think what we are goi ng to f i nd is this : 

That you have in each i nstance certain f ac tors that 

ar e peculiar t o that instance . Now one of the 
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things that was discussed by the President was 

plaster, you remember . Now we have been trying to 

go behind the price of plaster and see what it was 

all about . Well , the plaster prices are affected 

by gypsum price . I mean it is their basic raw 

material . The production of gypsum is controlled 

by three companies. Sixty per cent or it is 

controlled by United States Gypsum, National Gypsum, 

and Universal Gypsum. In some instances they con­

trol the raw mat erials and by controlling the 

source from which t hat comes, they can regulate 

t he situation. We do know that the pr ice fixed 

by the United States Gypsum dominates the mar ket; 

t hey all follow it. I mean they t ell us t hat 

t hemselves . 

Now you will find that the situa tion, on the other 

band, in case of fire brick - you will find an 

entirely diff erent situation. 

Well , let ' s just stick to gypsum. For instance , 

does Canada have any gypsum? 

Canada has some gypsum, a nd , as a matter of f act, 

we i.l!lport some gypsum. 

Well, is there a tariff on gypsum? 

High tariff - range from twenty-five to forty per 

cent as it is a specific duty, and therefore ranges 

over a wide area. 

What I thought was - those t hat don ' t know me will 

get used to me after a whil e . Talk up, because t his 

is not to be a "one-way" conversation. I mean to 

get help. 

filut I thought r:as if we could break this up into 

co.mni t tees , so to speak, and let's take a thing 

like gypsum, which might be affected by tariff, 

and then set up a committee t ha t would handle those 

t hings which might be helped through tariffs . You 

see 

Now there you have an inter esting situation. 

I mean jus t use gypsum as an example, and then, 

let ' s say , set up a committee and r efer the matter s 

that would go to - State Department and Tariff Com­

mission would be interested there . And then there 
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would be other things that would have to go to 
the Department of Justice; we could have a com­
mittee on that. But otherwise - I think we have to 
break it dovm into groups . 

Mr . Morgenthau, if I might make a suggestion - in 
the original lineup you suggested t he approach -
one of them - those that might be handled - of 
negotiation with the firms involved . I 1·:onder if 
in each ca se, no matter where t he preliminary study 
was - v:hether it could be helped by tariffs or 
anti-trust - it wouldn ' t be desirable as a gener a l 
procedure to have that phase of the work devoted 
to developing the background of facts - ••hether 
so~et~ng could be done , but then with the under­
sta nding in each case, af ter it was determined 
v.-hether something could be done in tba t manner , 
then to hrve t hat turned over to the negotiating 
gr oup to discuss with the company involved to see 
if r ather than carrying that through they wouldn't 
voluntar ily ta!!e action . 

\'/ell , I think tha t t ha t is right. Nov: let ' s just 
take gypsum, plaster, which, I t hink - another 
thing is , I think 'lie wa nt to ta!te t hings which ar e 
fairl y important items in building . I mean I don ' t 
want to take something which mi ght be one-tenth of 
one per cent, but certainly in a ny house - certainly 
1f v:e are thinking of houses of ten · thousand 
dollars or under pl a ster must be a f airly i mportant 
cost i te:n. 

Well nor. ---

A builder told me this morning that cement and 
plaster are the things that are worryine buil ders 
more t han a ny other one item. 

The impor tant thine - and that is t he point I want to 
come to in r egar d to gypsum - the r aw gypsum, in 
the sta te - is imnorted fr ee . The t ariff is on t he 
finished produc ~ :. which i s an i nter esting device -
ma!tes it easier to handle if you were going to do 
anything about orices . Then there is the other t hing . 
Nor. gypsum comprises about five per cent of the cost 
of building a house . 

Five !Jer cent? 

About five per cent. But of that five per cent 
the largest por tion is l abor. The actual cost of 
the gypsum isn ' t the thing; it is - t he cost of 
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pla steri ng and l abor i s a bi g f ac tor t here . 
Now pl asterers are acong highest pai d , both 
union and non- union. The union wage r ate i s not 
abnormal considering tin t this is a skil l ed gr oup. 
It i s terrifically hard wor k , es pecia lly when build­
ing ceilings . So I am glad you raised the ques tion 
of no t picking something of no si gnificance. 
Al thoueh it worries the builder in ter ms of t he 
tot al cost, you won ' t do so very much by bringine 
gypsum prices do1m. 

Except it i s a very spectacular a nd a n ea sy case 
to handle which there ar e sever al approaches to . 

l"iell, tal<e - go a ht!nd . 

I v;as ~;oing t o say it is so spectacular that its 
value has util ity in a considerati on beyond the 
item of cost. 

47 

Wel l , because - ther e ' s over a hunired items here ; if 
we could t alte sever a l i tems l':hic h would come umer 
each one of t hose categories and then accomplish 
s omet!U.ng, unless the American business man is 
dumber than I thinlt he is he ' d get busy and meet 
this t !ling befor e we came ar ound . 

NO\': I t!U.nk what Dr . Ezekiel said i s right . Using 
"'>l 'tster as a n exAmple, if you could give us a few 
more - because there it is, in the hands of -
eighty per cent in three compa nies . If tha t could 
be developed up to a stage so that whoever 1·:as going 
to see these r epresenta tives of three companiAs , he 
1~ould have all the thin.r;s , and say, "Gentlemen, r.e 
ho!Je you will do it yourselves, but if you don ' t 
these a re the t hin&s t he government ca n do. " I mean 
all t he editor ials will say 11\'lell, t hl.s is fine , but 
what i s t he Government going to do?11 "Well , now, 
llr . Gyps um, the Govert~ent can do this , or i t can 
do this, or it can. do this , or it can do this , if 
you won ' t ul ay ball . " I am a ll for seeing the 
companies first end giving them a chance , but I do 
t!lin_l( when you do see them you want the whole s tory. 

Now couldn' t - ho1~ maey other thl.ngs ar e t her e like 
gypsum r.hich might be af fec ted, say , which would go 
v:here t ariff would? 

Take iron and s teel products . There are some -
t here are a f ew items that go i n, like nails and 
others but there ar e duti es on a lot of commodities , 
and it

1
might be merely the suggestion of a 336 
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investiga tion would be effective in getting them 
t o reduce prices even though 11 e don' t import atV 
or are not likely to import a great deal V1i th 
the duty lowered . There a r e a lot of items , in 
other v.ords, which er e closely related to commodities 
which are imported. 

Well nor 1 wouldn 1 t shingles come into this? 

Yes , there is a quota on shingles . That is one 
of t he reasons it shot up in price. -
Wouldn ' t that be s~ngles - I mean I am just 
thinking first of gypsum - s hine;l es . 

Glass . 

ilba t? 

1'/ould cement go t oo? 

Glass - window glass . But it i s an i tem on v.hich 
we have r educed t he duties somer:h.at, There is 
litt le more room for it . 

Glass is pretty c heap t hough . v:e haven ' t got a 
good case there . It is already 

It is already low in pri ce . 

Certa inly a very closely controlled one, but it ' s 
also got to be high in price . 

Certain types of lumber. 

Vlait a minute . Let's just get - if we had six 
things - one thing, tariff - would be enough to play 
with a t one time. If we had six don't you think it 
would be enough? \~hat? \'1e wer e talking about -
I ' ll use t he word " plaster" - shingles . Is there 
aey other? 

Bricks and tiles, fiber, clay products. 

Use clay products. Does clay products --­

Cement . 
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Does clay products - does that include cement? 

No, that includes brick and tile. 

Shall we put cement on? 

Yes. 

Would you want to use structural steel ? 

Structural and reinforcing bars. 

What? 

Structural steel and r einforcing bars. 

Structural 

The b i ggest r ise has t aken pl ace in struct ural 
steel. 

Biggest what? Ruh? 

Rise . There ar e also cert ain types or pa ints 
which have not dr opped and which there are very 
high import duties against - certain types or 
ingredients in paints - there are certa in types 
or basic material s t ha t are - t hi s is used in 
various coloring - oh, a whole lot or chemicals 
and dies - colored products . 

• 

Well, I•ve f Ot one, t~o, three, f our - I've got 
six now. I ve got pl as ter, shingles, clay 
products, cement , structura l steel, and reinforc­
ing bars. l(r . Fisher, you t hink of anything else? 

I think t hose ar e t he most important. 

Pardon me. 

I think those are the most important. You get 
into lumber r a ther t han shingles . I ' d - if you 
want to break lumber down, shingles is one of the 
important points. 

Should I substitute? Say shingles and lumber? 

I think your structural steel and reinforcing bars 
are really one item. 

49 

Regraded Unclassified



Ezekiel: 

Currie: 

Lubin: 

H. ·,t . Jr : 

- 11 -

Shingles and lumber . 

Radiators . 

~ou might make that iron and steel and its 
products - cover all the heating equipment - all 
the other things . That - --

Take your case - iron pipe - it ' s jumped rrom 71 
in ' 29 to 103 today. 

I am not going to make this too rigi d . I ' d just 
like something - what I ' d like to know is which 
gentl emen are worki ng on these things, I mean 

so 

which - this will lle listed under tariff , ~•ouldn• t it? 
Nor1 who ---

White: 

H . ~I . Jr : 

\':hi te : 

Tariff Commission h~s several experts on it . 

Well, now let ' s just see who would naturrlly -
v1ho would naturally fnll into ---

I think L!r . Stinebower or the State Department , 
handline that sub- committee, woul d be the one to 
approach it from that nnale . 

How about it, ~.!r . Stinebower? 

Stinebor.er : I s hould think if this committee which it is proposed 
to set up might conceivably take this over -
possibly broaden it out. 

Oliphant : As though - it might be set up originally as a sub­
committee of t he Trade Agreement Committ ee , 

H. ~l.Jr : If you don ' t mind, I ' d like to - I mean I don ' t 
want to interf er e with you peopl e , but I ' d r ather 
have the Trade Agreement peopl e say, "Well, we 'll 
give you somebody to \'.ork with you," and keep it 
over here . 

Stinebor.er : I understa rxi . That is r1ha t I had in mind; that 
although l.!r . Fe is had originally suggested 
setting up a sub-committee of the Trade Agreement -
perhaps t hose same people which would properly 
r epr esent those various departments - or perhaps 
expand it somewhat - could be this sub-committee 
r ather than a sub-committee of that Committee . 
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Well , just for the short run I am going to give 
this thing, and the high pressure, keep it over 
here a nd just make sure tta t we are not doing 
anything in conflict, but I want to get something 
that is going to be effective this s pring. 

Ur. Secretary , tl~ Ta.riff Commission has quite 
a staff of competent technicians who are on top 
or it. I wonder u- you might consider getting 
possibly Mr . Fox from the Tariff Commiss i on to 
be on that committee, who could drive the r~ork 

51 

much more r apidly than we would be in a position ---

Wayne, would you contact them and ask them to 
l end us r.tr. Fox? 

~. Fox , or somebody else? 

Or somebody else. 

Now how about Commerce? V.ould they be in on this 
thing? 

I don' t think so . 

Not on this? 

That is Tariff Commission, primarily. 

Ezekiel, you want to get in on this, or you r~ant t o --­

I 1 ci r a ther ,·.-a i t for somet hin& tba t I was alr eady 
in touch vdth. 

All right . How about the Frederal Reserve? Vlant to 
get in on t his particular thing? 

Goldenueiser: I don ' t think so. 

R. I.I. Jr : 

Fisher : 

R. !A. Jr : 

Reynolds : 

Mr . Fisher - Dr . Fisher? 

I don ' t t hink v;e ca n contribute . v;e can give you 
some help, probably, on t he relationship of 
par ticular items to the total cost, but not 

All right . Procure~ent? No? 

I don't think so. I think that ~;e could contribute 
to giving you a balanced or a weighted average 

,. 
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of the costs , of the amount of materials that go 
into differ ent type structures . Of course, if 
you are talki ng about housing, or low-cost housing, 
this is one thing; if you 1r e talking about l a rger 
buildings, that i s something else . For instance, 
t he De~~rtment of Interior has every sinele item 
broken dov.n in its cost, so we knor. r;hat its 
Yleiehted aver age r;ould be r.i th res ;>ec t to the total 

Department of Interior? 

Department of Interior Building - yes. 

Well , what I v;ould suggest, Reynolds , on that 
is th.' t you v:or k v:ith Dr . Lubin - see? Find out -
the t wo of you put your heads together, see? 

Yes . 

I mean Lubin's got the statistics, and let him call 
on you. 

VIe have a number of statistics and averages of 
costs of material s , but I hAve never seen, as 
yet, a weighted aver age of the cost of a building . 

He ' s got one - I mean we ---

And our costs don ' t seem to follow at all the 
cost of labor and cateria ls . There are other 
elecents enter into the picture l''hich change it 
very rapidly, a nd you v:ill find labor increasing 
and oaterials increasing, a nd buildi ng costs 
increasing very much more rapidly, and uhen a 
recession takes place the construction costs 
drop off more r apidly than costs of materials and 
l abor . 

Again, I s ay , if you and Lubin VJOuld get together -
v:ill you, and give b1ll1 1.hat you have . Do you 
kno1. v.hat he 's got over a t Procurement? Have you 
ever seen it? 

No. 

\'/ell 
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For i ns t ance, we have this informat ion - you are 
discussing s tructura l steel . The price of struct ural 
steel at Pittsburgh is the snme as it was six 
months ago . The cost of steel delivered on the 
job today is ten dollars a ton lower than it was 
six months ago, without any change in the base 
price. 

Ylell , that bears out what Dr . Viner said when he 
was here, - that these prices which go into 
t hese things - these so-called advertised prices -
i s n ' t the same, and the reason I •.ant you fell ows . 
in here is when we get into prices - so - you !l!fltl! 
taldng quota t ions every day, aren't you- b ids? 

We have a curve based on t he contracts on eleven 
hundred buil dings in the last four years, showing 
the change in prices every month for that period 
of time, and it does not folloT the cost of 
materials and labor . 

All right. \'o'ell , now, when we get in somebody to 
talk about plaster and he tal ks , you can t ell 
whether he is ki dding us or not? 

Quite decidedly. 

Vlhat? 

Yes sir . 

How many contracts you got out now on bids far 
building? 

Well , we have under advertisement usually about 
ten or fifteen at a time - that is most - we have 
several hundred under contract . 

Well , that would be most useful. You see what 
we are getting at? 

Yes sir . 

Well no,.., do the people know - 'll'ho are going to 
work on these half dozen, with the feeling that 
they have a right to swi tch and throw out and 
subst itute - do they know who is going t o work on 
this? Do you? 
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There is one other man, Yr . Secretary, I suggest 
might be useful to work on this particul a r gr oup, 
and that is Tom Blaisdell . 

What? 

Tom Bla isdell. 

or the ---? 

Of Social Security . He ' s been making a --­

You don ' t mean Social Security. 

Well , he works f or both the NatiaJal Resources and 
Socia l Security . 

Bl aisdell? 

Yes . He ' s been spending a lot of time on housing 
in this study f or the Socia l Security Board. 
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National Resources Committee. Can \7e get hol d of him? 

I'll be glad to call . 

AJ.l right . VI ell now, Lubin, you want to sit in 
on this particular group? 

I'd r a t her Hinri chs do it. 

Let Hinrichs do it . All right , now who have r,e 
got on this? Just raise this hand. Who a re going 
to sit on things that raise tariff? 

(Hinrichs r a ises hand .) 

Harry? 

If you li]te . 

Vlhat? 

If you like . 

Commerce not int erested . 

We have a man, Cbawner, who has been doing quite 
a lot of work in construction. He lllight be helpful. 
if you - - -
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Chalmers? Tower? 

Cha'fi'Der . 

Yes. All right . And Blaisdell - is that his 
rv~me? 

Yes . sir . 

And the man f r om the Tar iff Commission. 
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Yes . Vlell, I am going - I am not asking Mr . 
Taylor to sit on any of these because he is sitting 
on my side of the t able; 7:e are on the r dceiving 
end . If you don 1 t mind I think I ' 11 make White 
Chair man of this, for the Treasury, and then you 
can substitute any of these things , see? If you 
don ' t like these you can put -you knov: what the 
six are Harry? 

I do - yes s ir . 

And when - you got the picture? 

Yes , I have. There are a lot of sub groups under 
t hat but that needn't come in at t!lis point . 

Now, go ahead Hinrichs . 

May I make one point on procedure here . It seems 
to me tm t what v'e are likely to find in con-
nection With any one of t hese materials that we 
tackle, as in the case of gypsum, is that we are 
dealing with an item where a change in the price 
of t hat particular item would not particularly 
affect the volume of buying activity. The change 
in - s i multaneous chaJ~e in all prices is 
trernendously important a nd might have a very lar ge 
effect. It may very well be that you Vii ll finally 
come to the conclusion that s imultaneous action 
is impossible and you want to take something t hat 
might a ppea.r to be punitive or correcti ve action 
on the particular items t hat are susceptible of 
treatment, but that, at least, in terms of the start -
in terms of the attitude of the sub-committee, it 
would be very wise to regar d these things as 
exploratory s tudies of what would be dune in those 
particular items that we are planning in the first 
instance - action across as br oad a field a s 
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possible end not action with reference to a few 
commodities . That is, action on gypsum would 
clearly be in the order of punitive action against 
a particular industry which might have no effect 
a s to economic conse,tuences and highly undesirable 
poli tical r eflections in terms of atti tudes . 
It is what we are driving for - lowering the cos t 
or building . 

Th<lt • s right . 

Plaster i s n ' t goi ng to lol'ler the cost of building 
even if you get it fre e - more than one and a 
quarter per cent ---

\'/ell , I think - I under stand - I mean, v.hat I am 
ready to do is work just the way we did the l ast 
time. Just as soon as you fellows see day light 
t his group will meet again; then you will come 
i n a nd t alk a t us, and - I mean - but it is too 
bi g a group to work as a committee, and just a s 
soon as you ' ve got something you can come in a nd 
s ay , "Well no1·1 , what would you do? We've got 

so far, but we don ' t know ho•·; to handle this ; 
we thin.lt this is something should be t aken up 
by the whole gr oup." See? Does that answer you? 

Yes . l'ie are workins on .six items 1 and supposedly 
other people are working on other items, or another 
approach is being made . 

\'/ell, the thing that I wanted to take up next would 
be what things would not come under tariff, r:hich 
would be t hings t h'l t woul d come under monopoly . 
Wouldn't that be the next point, Wayne? 

It Tiould seem to me that we ' d make a little bett er 
speed if you would take a given material a t a 
point you 've got here and a_> point a sub-cOJomittee 
t or each one of those materials , and put them all 
together into six, and come out with a specific 
recommendation covering all aspects of a par ticular 
material. 

You mean not confine it to 

Not confine it to t ariff . 

Let everybody work on it? 
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How to break that down I h.:lVen' t a suggestion a t 
the minute . I think you could make more speed at 
the end if you were able to eliminate certain 
things right at the beginning . In other l"ords, 
take v;hatever this Dlllterial is - gypsum, for 
exampl e , and you ' d go - you look at the gypsum 
picture as a v.hol e , and then eliminete all 
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except say t1·.o, am have that sub-committee report 
back and say only these two things would be 
affected . 

17ell, I expect that ---

Mr . Secretary, would this - to combine t ha t with the 
other, you could divide up all that 111 commodities 
in six or seven or ten groups, and then have a 
ma n in ch.:lrge of each, and then have one member 
of the Tariff - one member of Monopoly, one oember 
of something else, represented on that group, so 
when a particular commodity came up it l':ould be 
exa~ned from e~ch one of t hose angl es . 

r:ell no1•:, let me, just for a minute, go through 
this - see if vee could appoint a committee which 
would handle monopoly. If 11e can't then we 1ve 
got to get you fellov.s to work together . Lubin, 
1·:hich things 110uld come under monopoly? 

Well, there you get back to the thing that r:as 
talked about by 1/ayne . Some of these things come 
under both tariff and monopoly; gypsum might be a 
case in point . Same is t r ue of steel, no doubt , or 
sace is true of cement . 

Then there is no usc having a sub-committee - --

I think all of thos e items e r e both in the Depart­
ment of Justice and Feder al Tr ede Commission, or ---

1'/ell, if th."l t is true there is no use having any 
sub-committ ee , and you fel lows will have to try to 
work together . 

v:ell, any item that has a fixed price is a monopoly 
isn' t it? 

I don ' t knov1 . This is a long time, but 
ninety-nine per cent economists and one 
lawyers - kind of tough on the lav~ers . 

will do the best he can. 

we 1ve got 
per cent 
Ur . Oliphant 
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You take plumbing, f or i nstance . 
a third of the cost or a building 
ca ses; plumbing and electric Ylire 
cost, about. 

That represents 
in a great many 
- third of the 

They are not in the Department of Justice. 

ss 

These curves show that plumbing prices have dropped 
off . Vie know that. But there is a ring between 
contractors and the l abor unions, and if you ar en ' t 
in with them you can' t hire a laborer to work. 
Got to be handled through a sub-contractot• . It is 
a perfect ring. You are t alking about monopoly -
t hat is one ---

Well , 1.e are t al king ::bout bringing the prices 
of houses dor.n . That is ,·.hat ..-e are talking about 
doing. l'.e want t o mal<e it - if Ur . Fi sher doesn' t 
mind I want to make it possible for F. R. A. to do 
their job. I don ' t ha?pen to beli eve that five 
and a ~uarter of a per cent, or one ~uerter of one per 
cent is going to do , as long as t her e is this price 
situation. I don 1 t kno1·. whe t her you agree Vii th me 
or not . 

It woul d be very helpful . 

Row long do you thi nk it would take to check over 
each one of those items , and s ay, •All right, 
~enerally satisfactory - unsatisfactory. If unsatis­
f actory , what ar e t he a pproaches?" 

\':ell, I have a Committee on Prices t ha t c ould go 
through t hese and on the basis of their knov:ledee 
hatr.le most of t hem. On some of them they have no 
knowledge, but I think by and l a r ge it could be 
done by them. 

I worrler , Mr. Secretary , if you still couldn' t 
have a sub-committee to handle the five or six 
important corunoditi es or groups of corunodities 
we think ere important, and have t he tariff man sit 
in on these different ones , if it is necessary , 
or the monompoly people - shifting body - but 
enable a smaller gr oup to wor k - do more intensive 
work on each commodity gr oup. 

You could make a logical division there as bett~een 
wood products, iron and steel, cement, brick and 
tile , paint and paint products, and so on. 

Regraded Unclassified



l 

Taylor: 

H .1.1. Jr: 

Lubin: 

H. 1J . Jr: 

Taylor : 

H.:.:. Jr : 

• 

- 20 -

Vlell , it seems to me , Herbert, that by eliminating 
you v;ill concentrate on the ones that you h•ve 
t he bugs in - the ones that you have t he bugs in 
why you 1ll have your sub-committee i mmediately 
operating for a time there. 

Tell you what you do - didn' t have any Chairman 
l a st time - all managed to get al ong, didn ' t you? 

Seems so . 

Vi ell, wey don 1 t - ,·:as it 296 where you spread it 
out? 

Vie moved them in t here . 

1·;hy don 1 t you go do~;n to 296 and what I would -
I 1d be more than pleased to meet ~~th you again 
at three o'clock tomorroYI. Vihat? And by that 

time - enough ~rains in this room here - leaving 
me out of it - that you ought to have something . 
Some of you people may talk more freely l':hen you 
are in there . 

Goldenv:eiser : l.lr . Secretary, I thinl< that here the six 
co!lllllittees you wa nt are right on this chart . 

H. '.I. Jr: Six Comm.i ttees? 

Goldem-;eiser: One on plumbine, one on paint, one on brick , 
one on cement, one on lumber, one on steel. 
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You go back and try to sell it to these .gentlemen. It 
is all right ~ith me , but you try to sell it to 
them. How about that? I thi~~ you get in t here, 

Haas : 

H. !.l • . rr : 

Haas : 

H. •A •. Jr: 

Haas: 

take your coat and vest off and get out your cigars 
and pipes --- Whnt? 

Mr. Secretary, may I a sk one GUestion? 

Ask me two . 

Do you want - a s I take it, the main interes t 
is getting a revival as r apidly as possible in 
housing . 

That is right. 

You don ' t want - or hove no preference - to our 
confining our discussion in there to just the 
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commodi ty pri ce a spect, because there may be ot her 
r elat ed points which are jus t as important - or 
t alten into conjunction with the pr i ce thin~:s , ar e 
very important . 

Well , r ailro11d frei ght r a t es --­

That ' s r ight . 

That would be one of the bugs which would appear. 

That ' s all right . 

Regardless of what it may be, whf , r ed f l ag up. 

Another one is distribution channels . 

And the one mentioned a minute ago. We 1 ve got 
pl umbing ---

Reynolds knov1s t his came . He 
ei ther knoy. it or cet canned , 
r ea son whf I should can him. 
i s up agains t t his every day. 

ought to by now -
and I don' t know any 
I mean he buys - he 

•;;e can take " typical house and brenk i t dov.n i nto 
the ba s i c co~odities and get per centagesif you 
wish. 

\':ell, ma'te sure th'l t Dr . Fisher hasn ' t done this 
al ready . 

~e ' ve done some ~ork on tha t already . 

!.lake sure t lu!t he hasn' t done this . 

It seems to me that pr obably we ' d get quicker 
act i on i f we eppr oP.ched the mat ter f unctionally 
r at her than by types of mat erial . Since this 
sugges tion was made of distr ibution channels -
s o on - ther e ar e a number of aspects of i t we 
~louldn ' t get 1f we t ake it by materials. 

Could I ask just what the Depar t oent of Commerce -
I mean how much they have done - I mean hoVI much 
can they contr ibute? I am not - somebody - I 
don' t knov, >.hat you people are doing over there . 
Do you mind just educating me? 
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Yes. We have a construction econondcs unit -
maybe a half dozen or so people have been working 
on var ious phases of the problem. The l atest 
report which they had today on page proof is an 
estimate on the total volume of construction from 
1915 to date , and they a re carrying on r esearch along 
those lines. Now that is all under the direction 
or Mr. Chawner , who is out of the city today or I 
would have sent him CNer because he i s intimately 
f amiliar with that par ticular problem. I think 
he ' s been in touch with the other technical men in 
town on that subject . 

\'/ell , you people suggested br inging this man in 
who works for Social Security and for the ---? 

Resources Committee . 

tlhat? And v.ho else? That is all , isn' t it? 

Tarlif. 

Tariff . 

There is one other phase , Mr . Chair man. If we 
r eally went i nto it, to get aey where rnieht 
involve - don ' t know whet her it would be Justice 
or not - and that is this thing we just mentioned , 
about really r acketeering arrangements bet"een 
shady labor outfits and shady gr oups of contractors. 
A fe;: domimte in a number of individual cities . 
v:het!'ler the method or approach would be by getting 
local law enforcement officers to get after the 
situation - it is possible that a Federal agency 
ndght, in some T:ay, get local action in that type 
of case , but it would mean pr obablY Labor and 
Justice going at it that V~ay rather than going a t 
it from Federal ac tion, as such. 

\'/el l , i sn't there something like that, when you 
go to wiring your house - isn't there a similar 
arrangement that you ' ve got to get a certified 
el ectrician; other v:ise you can't buy anything -
any supplies? 

Well, it is wor se than that. I n some particular 
cities the labor unions and cer tain contractors 
have gotten together so that no contractor will 
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work except when the - no sub- contra ctor will take t he 
contract except under conditions imposed by the 
union, a nd the union re~uires its men to do not, 
sny , over one tenth day ' s wor k per man on the job . 
So that the costs a r e terrific al l y high , 

Well , I lllll i n t his position - 1·:hatever i t i s l et ts 
have it , and I Am willi ne to try to haoole it, if 
I kno11 what the problem is , but you've kept fussine 
ar ound her e with inter est rates am I don 't think 
t hat we a r e goi ne to get anyv.here, aoo 1f I 
urrler stand Mr . St ewar t l!cDonald, he isn' t ver y 
hopeful that r:e are going t o get a nyv:here, and 
I don ' t thin!< l'.e a r e until we bring the !)rice of 
a house dov.-n to tho peo!)l e that buy . \':hen we 
bring the !)rice dor.n t hey y;ill buy it - and t he 
present ?rice - I don 1 t think t he interest 
rate situa tion i s goi ng to ~ke peopl e buy houses, 
nnd t hat i s ,.;hy, the President havi ng deternined 
y,:Jat the price f ormula is, l e t •s a pply this to 
this very important question - that i s , the 
questi on of housint; . I knov. Straus i sn' t eoing 
to get al'!y\1her e - I mean we are t al king here in 
the r oom her e - I mean - and all t his l ast week 
t hi s business of trying j unior mortgages, t hen 
unemployment - people were going to build side­
,·.alks a P.d everythint: like that - but all going 
a r ouro t he bush, trying to find out r:hy a m~n , 
a fter he puts dov.n ten per cent - that isn 1 t -
they kno''' he won't put d01 n the ten per cent -ax t her ef ore they a r e tryi ng to do v.-hat t hey 
say they do in E~lane , - I don ' t knor. ~~~thor 
it is t r ue - c ive him a cash bonus, arxi next t hilll 
t hey are tal~ng about is t he Government should 
build t he houses . All because, why? The pr ice of 
t hat finished house i s too high. 

There is another area of opera t ion, Mr . Secre t ary , 
t hat lies entirely outside of either the cost of 
ma teria l s or the costs of labor, arxl. that is in 
the organi?.ati on of the irrlustries , becau~e of the 
inefficient r.o.y tho industry is organized and 
smal l sca l e oper ations , - and so on. Ther e has 
been success in dealill8 r:ith that in Ell8l and a rxi 
i t 1 s been dealt v:ith here in buildi ng five thousand 
dollar houses on a mass basis . In Far m Security 
they have been able to build, a t $2500.0~ a house 
that l'.'ould sell for seven thousand dollars in 
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Washington; where they have actually built five 
thousand houses - but how to get that on a commercial 
scale - one thousand - that hasn ' t been solved . Do 
you want us to go into such a question? 

Anything. Anything to bring the price of a house 
down. The sky is the limit, just as long as you 
don't use Brownbrook as an example . Ezekiel didn ' t 
hear that . Did you hear that? 

No, I didn't . 

I said just as long as you don ' t use Brownbrook 
as an example. 

Lots of examples \te can use instead. 

What? 

VIe have other examples of twelve lmndred dollar s 
a house we can use . 

Those are some of the problems I had i n mind when 
I suggest ed t he functional approach. 

All right . 

Couldn' t we come back \':ith an agenda and a preliminary 
survey of the field ready by tomorrow? 

Three o ' clock tomorro\·, . I just want to warn you, 
that those peopl e who haven' t v.orked r.ith this 
group before - they ~ork hard and fast , and the 
time is short - if v;e are going to get anything 
done this spring - if you are willing, wby, I'd 
appreciate your assistance, and I am sure, as I 
say , the President will also, so i f you will go 
down to 296 v;hy I ' 11 be more than pleased to meet 
with you a t three o'clock tomorrow. 
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INDEX NUMBE!lll OF ~llOLE:SALE PRICES OF BUILDING fo!ATERIAL ITENS 

1926 = 100 

It•• 1929 Depreps ion Low 
1Averoge Index Date 

Prick and Tile 
elock• , concrete, per unit, plant 
Brick, ocr 1000 

Co=oon building, composite , plant 
Fire clay, straights, worlca 
Front, light-oolored, Hew York 
l'l<ving, !-inch, St . Louis 
S<.nd- lh:e, olant 
Silica, atandard , car lots, plant 

Tlle : 
Drain, per 1000 feet, New York 
floor, atendard , per square toot, factory 
Hollow, building, per block, Chicago 
Rool'ing , cement , per square, I llinois .:ali, glazed, white, per sq . !t., factory : 

P,int and. faint llateriele 
l'l.i.~t, propered, per gallon: 

Erwoe1, plant 
Inoido nat, house , all colora, de-

livered dtatioet1011 
Outs1do, white, tlat, bouse, plant 
Porch end deck, all colora, plant 
Root end barn, red, plant 
Varniah, noor, bulk, 6's, plant 

P&int .. t erlala, How York: 
&.rytoo , •estern, per ton 
Butyl eeetate , per pound 

94. 3 
ll5. 2 t 

97. 9 
103, 6 I 

83. 6 
l OO. S 
95. 5 

104.9 

92. l' 
97 . 5 
97 .1 I 
9},4 I 

82, 3 

9~ .9 

100,0 

67 ,0 ' 
99. 3 

104. 5 
100.0 
100, 0 I 

89. 7 ! 

86. 7 

74 .9 
78.9 

76. 4 
84. 3 
7, . 2 
65.9 
71.~ 
85. 4 

58 . 2 
66.7 
57. 5 
86.5 
58, 2 

Jan . 19.>3 
U~y 195~-Dee.l9SS 

Mnrch 1935 
:June 1932-M&y 1933 
:June 1932-June 1933 

October 1952 
tJune 1932-Way 1953 
:June 1932-Msy 1933 

July 1932 
:Dec. 1952-AprU 1933 
' llay 1952 
:Fab,l931- Dec . 1951 
:Dec.l952- April 1935 

66.6 July 193~ 

78,0 :July 195£- May 1933 

76.0 :July 1952-~y 1933 
70.8 :July l932~y 1933 
79. 3 :July 1952-~y 1933 
81. ; :July 1932-Moy 1933 
79 .~ :July 1932-Kay 1953 

89.7 :Aug . 1927-April 1935 : 
51.~ :lilly 1933-July 1934 

:Jay 
1956 

88. 8 
8(), 9 I 

ae.s 
108. 4 
81 .6 : 
82. 4 
80. 2 ' 

109. 8 ' 

89. 3 
101 .0 
89.9 ! 

87.c 
47 .8 

78. 8 

8:5, 2 

76. 0 
92.0 
92, 3 
94. 6 
95. 3 

88. 2 
49 , 1 

'.lay 
1957 

os.o 
82. 1 

91. 2 
125. 6 

94.4 
87.1 
81. 0 

126. 1 

97 . ! 
101.0 

89. 11 
87 .0 
55 . ~ 

63. 7 

76, 0 
92, 0 
92 .:. 
94,6 
95, 3 

86, 2 
Sl . S 

:January 
19S8 

91. 8 
71 .!1 

91, 1 
125. 6 

84. 9 
87. 1 
84., 5 

125. 1 

97. 3 
101.0 
90,0 
67.0 
47.9 

80.1 

8S, 2 

76. 5 
92.0 
92. 5 
94. 8 
95 .~ 

86. 2 
51 . 5 
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1929 Depression Low 
:Average : Index Dste 

Paint and Paint Mater1a.ls (con 1 t . ) 
Paint materia.ls , New York: (con't . ) 

Colors, per pound: 
Black: 

Bone, powdered 
Carbon, standard, .-orka 
Iron oxide , dry 
ls1Dp 

Blue, pruso1an 
Creen, chroae 
Tello•, ehrotoe 

'-etbyl acetate, anhydrous, per pound 
Cum, copa.l, eanila, per oound 
Lead, ~er pound: 

Red, dry 
lihUe, 1n oil 

Ll tharge, c--.rclal, per pound 
Lltbopone, doeestlc, per pound 

OU, per pound: 
China wood 
Linseed, raw 

Putty, co,~ercia.l, per poun<l 
Rooh, B grade , per be.r.-.1 
Shellac, T .tl., per pound 
Turpentine, southern , per ga.llon 
Whiting, commercial, imported chalk, per: 

100 pounds 
Zi nc oxide, 1ea<led grades, per pound 

100.0 
97 . 3 
95, 2 I 

94.~ 
105, 9 I 

97 . f 
97. t 

147.1 I 

86.8 

87.7 
90. 3 I 

82,7 I 

95. 8 

104.8 I 

109.9 I 

157.5 
67.4 

122.0 
59. 1 

8o.o 1 

89. 2 

100. 0 1922 - Peb. 1957: 
34.0 ""'· 1952 - Dec . 1953: 
72. 7 1Jan. 1934 - June 1937 : 
66. 7 1Jan.1935 - Jnn. l 958: 

108,1 :May 1929 - Dec . 1935: 
82. 8 :Uey 1951 - Feb. 1957 : 
87. 0 :Dec. l952 - Dec. 1933: 
73. !' :July 1931 - Nov. 1931: 
62,6 :Nov. l951 - Dec . l952: 

55.4 :July 132;Jan-Feb 153 : 
72. 3 :JM. 135-!olar. 19M 1 
49.0 :July '32;Jan-Feb ' 35 : 
82.1 Dec. 1930 - Apr. 19M: 

36,7 Feb. 19SS 
49.~ Aug. 1952 
8S.c July 1952 - June 1953 
23.~ Jcnucry - K&rch 1933: 
24 .8 Feb. 1933 
58.6 Oct. 1931 

ao.o : 
14.8 

1927 - Dco . 1953 
April 1932 - Febl934 

ll&,y 
19M 

100.0 : 
so.c 
72 ,7 I 

68.7 
118.9 
82. 8 
69,6 
68. 6 
89. 1 

88 , 2 I 

75.8 
62.: 
81.2 

136. 5 
83.9 
11~ .8 J 

36. 2 
42. ! 
40.8 

85, 9 I 

66. 4 

I 

Ma,y :J anuuy 
19~7 I 19M 

118,2 I 

50. 0 
72. 7 
66,7 I 

114. 3 
86.4 
89.9 
73.~ 

78. 3 

81.0 
85.4 
75,7 I 

77.6 

100 .~ 
101. 3 
116.! I 

68.6 
37.9 
43. 7 I 

85,9 I 

80,0 I 

118. ? 
30.0 
75.0 
66 .7 

114. 3 
86.4 
89. !' 
73. 5 
84. 3 

70 . ! 
79.8 
64 .6 
84 . 5 

us.c 
91.7 

116. 3 
47. 8 
35. 0 
36.7 

89, 4 
85. 4 

6S 
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u.s, Depan:..nt ot Labor 
BURilU or LABOR S!A!ISTICS 

W..ab1JICtCII 

I Nn - r• ot llholeale Prio .. ot Bu1141DC llt.ter1&1 IteM 

I 1929 It• 
.l ... np 

•••••••••••• ••••••••••••••••••••••••••••••••• 91.8 'I 711.6 
..,.1, pl.ut ( ftCIIIPOti t. prloe) ••••••••• •••••• • • •••••• 91.8 11 l 75.1 

••••••••••••••••••••••••••••••••••••••••••••••••••••••• •• 92.6 4 1 ~.6 
~ ................................. ·············.········ 85·9 6 1 64.8 
•••••••••••••••••••••••••••••••••••••••••••••••• •••••••• 9}.8 8 2 55·5 
.uta 

tt.r, -· ! ••• ••••••••••••••• • • • • •• ••••• •••••••••••••••••• 8}.0 1~} 55.6 
,.t~ .... ! •••••••••••••••••••••••••••••••••••••••••••••• 7}.4 12 2 }5o5 

pot' 1,000 t ..ta 
8/32 66~ 

~. ~ ~ a141mc . ~11 • ••••••••••• • ••••••• • • ••••••••••••• 92· 1 
~. 01~ •••• •••• ••••••••••••• ••• ••••• • •• • • • •••••• •• ••• 69·0 Yr~2 7}. 1 
~·• _.a,, " • Loul• •••••••••••••••••••••••••••••••• •••••••• • 86.o 6 2 68.6 
Dowclu nr, mlla 

Jo.l, .-, b-.rda aDd ehiplap. • •• ••• •• •• • • •. • • •• • • • • •• • • • •• 109.4 5}. 0 
I ... MtWr, drop a141q. • •• • ••• • • . • • ••••••• • • • • • • • • • • •. • • • • • 102.7 4}.8 
~ ~ aap, at. Loai• · · ••• • •••••••• • • •••• • •••• • • • ••••• • •• •••• 102.7 52.4 
llalttt, .,rtbeft. JM>. 1, Chi oq o•••••••••••••••• ••• •••. •••••. ••• 105.9 79.1 
~·~ ~~ DOe 1, Cbiea&O••••••••••••••• • •••••••• ••••••• • •••••• 96 •. 1 44.9 
Oat, ,tala, *lte, •• 1 ~. C1DC1Dn&.t:1 •••••• • • •••••••••••••• 87., ~.6 
Plata 

'alte, ao. 2, lhlttalo •• ••••• •• •••••. ••• ••• •• ••• •••••• •• ••• • •• 
T•U• • .uta 

96.6 1M 

Plooriac···· ············································· 8}.1 6 2 - }6.8 
~ ......••....•.••.....•...•........... ............. 98.0 1 3 54·5 

· ~roea. ao. 2 oo..oe••••••••••••••••••••••••• • •• • • •••• 101.6 10 2 58o6 
Poplar, ao. 1, C1noillaaU. ••••••••••• •••• • • • •••••••• • • ••••••••••• 93.1 12 2 54.1 
~. C&lito~, ~. -.w Y~•••••••• •••••• • • • • ••••• • ••• •••• 101o7 8 3 62.5 
~. Boeto•·•••••••••••••••••••••••••••••• ••••••••••• 99.9 5 58·6 mlla 

e,.... rM, per eq.,._. • • • • • • • • • • • •• • • • • • • • • • • •• • • • • • • • • • • • • • • • • • 110.2 2~} 62.1! .. ,., ~ ........................... ...•...•....•..... .. ... 98·7 6 2 55·8 

• ~ at& na.Uab1e prior to 1934. y 11o q ...... u -. W !lot l..uo1uded in • lghted 

.famaJ7 
19~ 

95·5 95·5 95·5 
95·6 95·6 95·6 
97.0 97o0 97o0 
90.4 90.4 90.4 
8}.0 10},0 92.6 

97.0 97o0 97·0 
72.2 8}.0 78·7 

77.9 107.1 101. 2 
69.} 1o6.4 1o6.4 
92·8 102.4 102.4 

120,8 134., 108.2 
86.1 105.1 88.~ 
68.7 11}.8 11·1 
98.2 101.1 96. 7 
8}.5 98.8 97.0 
68.a 86., 12·1 

80,8 93.4 8'} .8 

80.8 96.6 94.4 

J/.8 u ¥.9 ~ 
72. 2 9}·9 77.6 
84.0 99., 1~.9 
8}.} 100. , 92.4 

U7.4 
94.4 

13}.6 
1o6.4 

11}.7 
lo6.4 

1Ddu. 
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o,a. o.,.,._. 011 ~or 
II1JIIIlU flf U.. II!AflftlCI ........ 

,.,.. ............................................ . 
call ... , aal• ..... Cbieaco••••••••••····· · · · · •••••• 
wt~ tt~·· -..b. taotor,r ••••••••••• ••••••••• 

~. r..tor,r •••••••••••••••••••••••••••••••••••••••••• 
Jd1a\1oa, -or •t•r .,.-. per -.llal"e toot, .. York .. ,, •••• 

• 6-Uola ~. wit.ll apl'(lll Uld. dralllllavd, .... t'aetOJT . ..... . -· ...... ,.,..., 110 tl~·· t aet;_,. •••••••••••••••••••••••••••••• 

I ta.drJ, ~-part, .-.t, with tt:tt.illc•. Chioaco ••••••• ,,,,,,, ••• 

...... :l ~··············································· 

95.0 

~.1 
911·7 

1<11..2 
88.9 

118.1 
81. 0 

80.& 
103. 7 
98.1 

""' . !'1olt 
1e ' . ~., 
3 2 • 91·5 
2 ' • 43.o 
' ' - !iS'7· 5 
e e - tt:z 10 

~ 
4M 
,a.? 

- 77<3 

,_,. 
~ 

u.8 78.7 19.6 

n.o 81!.8 ••• 83.4 123.4 1a,J. 
~.1 ~.1 t~ 70.6 75·1 
93ol 99.8 1~ 
55·7 . 55· 7 55·7 

66.7 66.7 66.7 
68.0 83.1 •.e 92.0 11.4.9 Uh.9 
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u.s. 0.~ ot labor 
IURIAU fl W<ll 8!.UIS!IC8 

11uM,.tCIIl 

IAIIoot --.. ... ot llholo•al• Pri"•• ot BuUcliac llot.rial I t.. 
(1926"• 100) 

• - • "~ I._ 
1937 1938 • 

••••••••••••••••••••••••••••••••••••• 91· 1 6/52- 77.6 89·9 101.3 95·8 •••••••••••••••••••••••••••••••• 100o0 5~2 66.7 100.0 100.0 100.0 101.5 5 3 70.3 99.6 125·1 120.1 

89.1 
1~ 93.8 93.8 81.3 81.3 82.8 2 3 ~.o Jt; 75·9 75·9 •••••••••••••••••••••••••••••••••••••• •••• •• ••••••••••••• 96.9 1~ 1 

81.5 118.2 98·5 eiW piDt, 5-P&J>e10 DOo1, -ob, del1Yered. ,,,,,,,,,, , ,,,,, 101.6 73.0 91..1 121~ lo6.8 por ..t, Clll.cat;ot 

+~ 
~~ Wkit. piDI••••••••••••••••••••••••••••••••••••••••••••••• 98.1 75·0 i::t 1o6.2 93o2 ~. PaDderoea pia. ••••••••••••••••••••••• ,,., ••••••• ,,,,,,, 96.2 11·3 103.0 93·0 
l'ldt, por tq1IU't toot, lltw Tories 

:~ 
' to 5 eq....,.. t .. t •• ••••••••••••• • ••• • • • ••• • •••••••••••••••• 87·9 ~~ 64.0 ~.o ~.o 5 to 10 l q\1&1'1 t .. t ••••••••••••••••••••••••••••••••••••••••• 80.5 56~ 6o.6 6o.6 JIM., por 50 oquan t eet, jobbort • priott •u.l•. 4 •••• • •••••••••••••••••••••• ••• • •••••••••••••••••••• 107o7 

6~ 62.7 76.7 83.7 ~.7 ·~•, B•••••••••••••••• •••••••••••••••••••• • •••••• •••••••• 110.0 1~ 2 
57.6 82.2 90.4 74.0 bu!ldiQc, per toa. pl&at ( ooapoa1te prio• ) •••••••••••••••• 96.~ 80.5 90.2 \14.0 91..7 ~ .•................••.....•...•............. ..........•. 108.8 11 ~7.1 55·7 74.~ 57.1 k1141"'' 

~per toa. plant (o~lte prioo) ••••••••••• ··•••••••••• 88.9 

1~ 
73.8 79.2 78.1 SO .I; ~ • per ~ plaat ( .a.poeit. prioo)••••••••••••••••••••• 92·5 75~ 86.5 86.8 88.3 ••••••••••••••••••••••••••••••••••••••••••••• •••••••••••• •••• 114. 5 W!.1 64.7 91..2 75.2 w •..........•... 

97·0 6 1 61;1 .1 80.o 103.6 103.6 
••••••••••••••••••••••••••••••••••••••••••••••• 11poo 

~~···················································· 100.0 

w 
79·5 83·3 96.2 96.2 ~ ~ ....•••..........•.•......••......................... 71.4 54·9 88.0 1~.2 1~.2 ~~~ ..........•...•.•••.....................•...........• 100.0 82.0 •• o .o .o •••••••••••••• 

83·5 2 48.5 65.6 80.7 68.1 ~ . ··············•••········•··············•···· r, per toot, del1Tere4, .._ York••••••••••••••••••••••••••• 75·7 2 54.8 73·0 73·0 70~ 
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8UR&LU OF LABOR STATISTICS 

••'net• 
~ ...,..r• ot 11bo1eool o Prioea ot B\1.1ld1Jic llo.ter1&1 It­

(1926 : 100) 

..... ..u.uc •tow1&1• (•~) 
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Secreta:•;; of State , 

2C::> , FE~rua. ry 2:s , 10 a . m. 

SPECIAL ORAY 

Paris 

Dot Ed February ~3, 1938 

Rec 1d 3 :23 p . m. 

:sECTION T':!O) 

A conaid:r~~lE portion of t hE bul~ of EX~tnditurE (penoions 

and "c:yn~nt c · intereot on the: public dEbt ) rEUrEstnts 

trc.noi'Ers of income from onE .;roup of citizEns to anotl!er , 

the c.uO\mto involved bti113 sul:: jrct to taxation in the 

hcnds of botb. groups . Taking c.ccount of such tran::~frr a 

t he national incomE from thE fiscal point of vicw may 

pcrhnJ>s tc: increased to 270 billion frcncs . 

hftn· t c.;:o. tion has ~1(En 70 billioo fro.ncs there 

~ill rc~~:in in the hands of t h E public 200 billion franca 

( 270 nim•.3 70 Equr.la 200) . It i~ not likely thc,.t t hE 

Freno!: :'<'O!JlE can aavr a nnually r.torE than t en pErCEnt of 

thE incO!lE thr. t rer.V!ino in their ~.c.nds . For thi:l reason 

nrivo~E ~O.>ings ~rc probably not morE t han twenty bi llion 

franca o:• c r-.y maxin:um t wEnty- fivE billion per a.nnum. As 

the atctc !~t~o t now 'borrow thi r t y billion franco o. y Ear, 

current ocv;.nr~ r.l'E not ouffici.r.nt cv cn to mcrt t hE 

rtquirE:'1snts or t..'lE state . And some oc.vings arc r EquirEd 
for 

70 
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2-.~283 , From Paris , Feb. 23, lOa. m. 

for ordin~ry economic development especially in n period 

n~Ln , t~~~~~ t~e introduction of the forty- hour week, 

Frenc~ $.n·~ustry \till hc.ve to be rationalized i n order 

to savE l~bor, rt cetera . 

3i.!S 

w~c 

BULLITT 
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St orct nry of S tott , 

:Jnuirln£;ton. 

SPECIAL GRAY 

Poria 

Do ted February ~3,1938 

Rto 1d 3 :27 p . m, 

23:; , < ~cr=r-s 25 , 10 n . m, (SECTIOll T!:;t£ E) 

I nsof ar ~s the fi~Es giv en abov E O~E correct some 

rcco\t•oc to currency ond crc1it cxpcnsion sc= to b E 

i n cv itni>1c ; tl!e h ope i a th .. t at the r a te of 152 French 

f r anco co t~·c pound '.;he f r unc :w.o bern suff i c iently 

clEpreo1a~E <l to pr ovidE c t.tnr:Jin f or the omount of EX­

~nnuion t o b e anti cipated . It 1 o t ypic e1 t~t the 

"~nlt of r-.•:nc e: ll.::.s rod to r ecount nn incrcns1ng amount 

o! co;~ e••cicl bills -shi ch sh0\70 th:l t even f o:;:o c>riv~tc 

crcdi~ nczdo ~cco~oc ~~s beEn ~d to the Centr al Bank. 

:::c!'o:rc t.llE \far thE Freno~ nr. tion::-.1 i ncottc wns cnti~ted 

ot :;s billi on f r ancs . The French franc hns b ecome 

dc·>rccir.t c<l i n t cr mo of .;o1ci. abou t tEn timc o but pr i c co 

hr.vc !1•) \: : c'.; r i oe: n corrcn~)ondineJ.y . In J r.nur.ry 1933 t he 

inde:; of ·.t~·.ol csnlc pr j ce~ c tJ.cu1r. t cd on o .;old bnsio 

ot ood nt G4 (1913 equr. l c 100) nm: the index of r e t ail 

!)r1cco (::.J.so 5.n .;ol d) a t 7J , 

on 
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2-,1283, PrC111 Pnria ,Ftb. 23 ,~0n.c. 
(Sec . Thrtd 

On '.;J,.: hn:Ji :J of thcot f:l,surto nlonE t hnt io assuming 

t!!C.t t:>r. n~ ':;ional incomE hod devElopEd in proportion 

to th€ (tv:\l\•.::.tion end pricE ci'..C.t13EO only, thE prEsEnt 

'l:".t1o!1rJ. :'..!"Icon£ would bE o.bout 2~0 b i l lion r ro.ncs (tEn 

ttr:t:J ::: ; ~·t7 :;ix billiono Equo.la thrt E hundrEd aixty 

'.)ill ions -~:'..ci: rtdl.'.CEd t o si:. ty o !.x pEr cEnt to o.~l0\1 
tor l"IOVE-'::1~: of ::;olc:l vr jct s tQ\>..'Ilo about 240 billion::) . 

Durin;; 1;:·: ~;nl' Frn~c£ loot n r.onoidtrnbl£ a;;;ount of hEr 

forti(;l1 ·t:wtot mmtn but on thE otl1tr h..•md AJ.occE and 

~.oi"ra:ta£ v£l.'E nddtd to t hE nr. tl.O!"!.".l terri torr; and fro;;"! 

t'\E po:'..:1t o:: vi ew of \\nti onr.l i:1cor.tt Alocct-Lorrn in£ 

I'JI·Io·.•':J'.;c ·:J j" cou.nt:J for L'lOr£ \;hr.n thE y i eld frort thE 

BULUl'T 

C3B 
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SPECIAl. GRAY 

Faris 

DatEd Ptbruary 23, 19SC 

<lF. c ' d 3:43 p . rn . 

SEcrct~ry of State, 

\'laslli n.::;ton. 

2SJ, Ftbraary 23, 10 a . n . (SECTION FOUR) 

But :::1o·. J.c! not sont ad:ll tion '>£ tla~ e · in rtspcct of tl'E 

grtat i;ecl-n1cal ::nc:' ot!:">Er <<evclopi•tr.'; s sincE 1914? In 

t h is CO:"'nection it is !nl;tt·~stin: t o ra'r~ a co~tparison 

w1 th t:•.r: i1ni t td 1: ingdo: ,. J n 1913 thl' national incomE 

of the • ni tr.d Kingdou was about 2, 200 l,illion pounds 

and in 19~7 probably about ~ , 400 oilllon pounds . ~lt 

<1tprcciation of thE po·t.UJd by ~~ would correspond to 

an incrca~c in thE national incocc of nearly 7~ but 

as a uo.tttr of fact thE national inc<V..:e ~s doubled in 

teros of ctcrl:l.ng thE !nc£•£ast over and above the 70_; 

incrcr.oe n eing nt the ratt of 1~; (2, 200 nillion 

pounds ~luo 70% of 2 , 200 r.dllion pounds Equals 3 , 740 

r.tillion pounds l'lhich i ncrtnstd by 113% nakes 4, 400 

n:illion !"'Ol.:llds ) . 

If t!1e sanE incrEas e had oocurred in France over end 

abovt t he d Eprccia tion foe tor thE nc. tionnl 1nco~~• would 

ct "Ortstnt norlc out ct a bout 125 billion francs . This 
can 
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RE!l 

2- ff28J , From Paris , FEb. 23, lOa. m. 
(SEc . Four) 

ca n bE cun:~ idEre:d a f' i 3Ure: thflt may be: attainEd at a 

rn t £ of clc :;Jl' ECia tion of 1 52 francs Equals onE pound 

providEd tl:>..c.t c e: rtain condi tions art fulfill Ed : 

(ond t''L i ncrEase: in thE pricEs of goods and se:rvice:s 

wl:ic!' i.t r.o...U.d b E na t ural to expect in FrancE as a 

r Esult or :::.:E c'.t'!)rtciatE~ ra t e: of exchangE and thE 

price l e:vcl in o·~he:r coutl~riEs muot bEcomE EffEctivE 

all th:.·o~·&~ thE pr5.c E struc ~\'.l'E . 

3l:S 

C3D 

BtTLLlTT 
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R€:8 
'3 PE CI AL GRAY 

Paris 

DatEd FEbruery 23, 1938 

RE c 1 d 3:48 p . m. 

Sccrctar;; of Stet£, 

'r.s:!in5ton . 

2SS, J:"Eb;.·~·.ory 23, 10 a . m. (SEC'l'IOil FIVE) 

At t'!r. ::oz::tnt rEnts anti n m'.lllbtr of othEr oricts art 

prOb~bJ.:r ;('~:· t ElOW \1hnt thEy 11ill bE WhEn prESEnt 

trEnds ~ 1.\VE wor':~d tl~Emsr.lVEfl 0\1t an<! thE mon t y incomE 

is t:•.t::>Ei'O~'E tti:lf.Ol'Crily lowEr tiw.n who t it may b E 

T11c . ':'l!E physical volume of ? roduct1on must bE 

allo· :e t" i:lcrEcsc r.t t he r::tc ruling i n ot:-.cr count;.•iEs 

·• !<1 t l'l·>f.:~· ::.a t:' E o:aml)lE abovE is concErnEd in 

c·.,Lnart:lOn ·:H!' t l:.c rl.\tc in the ttnitcd Kingdom. If by 

trc npry).ic::tion "f the fcrty-11our weEk a!'d throU6h 

ot:•tr .::ce.:,· :.' ta , t l:E physi cal volUI'lE of FrEnch produc t1on 

l.o !:>till. :.'EatrictEd, t 'I1E fi:;urE of ~25 , 000 , 000 ,000 francs 

for \:!·.~ n;.tionc.l income •;1ill not b E cttcintd . 

E't"£11''., ': ._.,:;: art<'. pub lic horrollin,<; on thE n:-. \:1onnl savin:;s 

in F"f-'lCE i3 no <l ~:n~c t VEry )lCC.If7• If, hO\!CVEr , thE 

'P"Ys1c ~.l voJ.u:1E of pr oduction ':'!Err to risE c.nd 1ntErnc.l 
priCES 
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2-}283, From Par1s , Feb. 23, 10a . l'!l . 
{;to . Fiv E} 

{>riot~ to ·-zcolll£ cdjusten r.s in other countr ie s, it 

s".onld ·.,E _1o~sible for thE: monty vc luE of the nlltional 

\nco.tt ).:l ::'~· :.:nee to attain t he fi,3UI'e of s o.y -:,oo, ooo, ooo, oco 
Frrnc' · fr:::.nca a nd c.t thc.t fignr£ it should n o t b e 

i .'lpoasi··lc to l:cl cnot t !-l.E nc.tiono.l c.ccounts . I t wi ll bt 

srr.n t • ~t ~:.ErE is st,.ll a l~r:;r g:.p 1:Etn££n t.l-lE prEsEnt 

f1~tr£ "f .~.:.r , oco, oco,ooo c.:t·· t·, E :->oas:!.blt fi3ure of 

400, 000, 0CO, OOO. It ia cert::.~. n tha t this gap c a nnot 

hE br,.c1gccl. \tl.. tb.out :.:n inCNCa E in tll£ physi c{:l volume 

or Pl"o<.1·.:.ct:ton . 

~!PL 
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Special Gr~ 

PA.!liS 

DatEd 1-'Eb , 23, 1938 

REed 5 :47p . m. 

Sr.c~etary of State , 

~0:~ , February 23 , 10 a . m. (S:OC'i'IOI~ SIX) 

~rices in Prance at present rate or exchanst arc 

lowtr thu~ in thE world markets; there should thus bE a 

~ossibility of an increase in exports and enterprisE gEn­

Erally 11hich no~tld cr:l.:!nally brins about a rise in French 

prices to equilibrium level . ThE dancers a rc on the one 

hand th:lt the forty hour WEEk leaning toward similar meas­

u res VI ill impede i ndus trual enl1E!;httnment and on the other 

t.hat Trcesury requirements to meet thE d efici t will unduly 

i~crcast the monetary circulation a nd precipitate the 

r.~··n~ce in p:•ices dtprivin;: private economy of thE margin 

so bntily needed . 'i'hESE dan:::c••s ore real but should not be 

exo.~::::erated , Treasury borrowin_ hE.s bEEn more successful 

l t\ttly and French prices hnvt not ri:Jen for several months , 

The important conclusion to rem£Mllr.r is that 1-lith n r ate 
( equaling?) 

of 152 !'rnncs equals one pound thr nationa l money i ncomE 

mny be incrtc.s ed to a figure nt w h ich thE burden of ctnt­

rnl a nd local char t;ES wonlti be bearablE , " 

In his letter of transntiss ion my fri end supplemented 

the ~o-ornndurn with the followi ns· 

"I have two addi tional comments to make: firstly , 

you 
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CA --2--283 from Paris • • 

you will hc vE sEen in the ECO!!OMIST and othe r papers 

recently cstim.'\tts of the PrancE nntl.onal income and 

s·~IVings wh1.ch sho1·1 nn cJ. most hopeless condition and the 

ooncluoion mnny peopl E draw from this is thnt even the 

r '\• t of 152 f1•:mos to the pound is not a suffici ent deprcc-

1 .tion to enable France to square thE na tional accounts , 

• ho.ve IIC.ntcd to react a~;ains t auch an opinion. I believe , 

o.ltho~h I c.'o not scy so in so r.::my nerds, that the esti­

:r.:~te of 240, 0~0,000, 000 fr'\ncs 1c definitely on the 1011 

o1dc anc1 !'or pur;>oscs of c0:'11):\r1son 1·11th public charges 

the cctimo.tc shoul0 be 1ncrcn ocd to n t least 270, 000, 000 , 000, 

BULL ITT 

lll'L 

7S 
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Sccrc~ r ;r of St~tE , 

···~.::hinuton . 

SpEci~1 Groy 

PAIUS 

Dc.tEd FEb , 23, 1938 

Reed 5::55 p . n . 

283 , FEbrun ry 23, 10 ~ .m , (SECTI ON SEVEN ) 
'ff 

:Jut to go cvcn furthEr-- nt thE rr\tE of 152 froncs to 

t he pound thErE io in o y opinion room for a considEr~b1E 

cxpc.nsion of t~E nn t1on~ l conEy 1nco~E . In 1913 whEn the 

nn t1on·. l incor:E of the UnitEd Kincdon woo o 11 ttle ovcr 

2 , 000, 000, 000 pounda t~d th~t of FroncE a bout 36 , 000, 000, 000 

fr~.nc3 the French inCOl!lE rt:lo :tbout ti'IO third3 the Bri tiiJh , 

T.f t:1e ~::tr.tE proportion rtErE :lppllEd tod:ly thE Frcnch in­

c c::c t7ould bE nbout 140, 000 , 000, 000 francs which c orrEs-

' ones rou:hly to the figure of 425, 000, 000, 000 o Ent1onEd 

in ~ ;r notE, Th'\t in m7 opinion is the limit to which the 

F'rcnch inc ome c·~n Exp~.nd "'.t t h£ r a te of 152 but somE figurE 

nt '\ r to t l"l .. "'. t 1ir.ti t should prodUCE r benrr.blE rE1n t ion chip 

be trrc c:t t he income of thE country !".nd t he physicnl burdens 

to be borne by it , 

SEcondly I nust ndni t thc.t there :lre son£ snogs . EvEn 

if fron ::.n econonic poin t or viEw the r ntE or 152 t o the 

pou:'ld were bcnr n':)lc t h Er e :~ight be psychologico1 reactions 

of doubt nnd uncErt~inty \/hich nould precipi t nte n crisis . 

l''•lrthE r.1orc , inflotionnrJ fin::mcing within Froncc to covEr 

the budget deficit will tend to increa se the 31l!Ount of 

monEy 
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CA - - 2--283 fran Paria SEC 7 ,, 

money o.t th£ disposal of the mnrkEt a nd in th.~t nay 

producE not only an inflation in internal prices but also 

f~.cilit•.te thE flight Of cnpital , The rise in priCeS 

nhould comE na the rtsult of o. healthy Economic dEttrm­

in•ltion strengthening tht dEr.t.:md for cot:!lllodities nnd not 

al.r.mly o.s ,. result of mort purchnsinc power bti ng pumped 

out , The required time sequencE is not easily secured . " 

E:ID ~~ SS.I\r£ 

BULL ITT 

tiPL 

Regraded Unclassified



EG GRAY 

Paris 

Dated February 23, 1938 

Rcc'd 3 :55 p . m. 

82 

Secretary or State, 

flashing ton . 

289 , February 23, 4 p . m. 

FROK COCil'Wl 

ThrEE l£3islutivE bills rElating to govErnment 

financE and tht economic situation \'ltrt approvEd at 

Council of lliniatErs ;rtstErday . Pirst relatEs to opening 

of speci al crEdits for nationnl dEfEnse, thE sEcond Em­

bodies pl~n for sEtting up ind~pendEnt organization J:or 

administEring J:unds to bt appliEd to national dEi:Enst and 

third ~rovidts ror certain tax reductions . 

qith respect to thE J:irst project no o1:f1c1al informa­

tion yEt nvnilrlble t'Egnrding importancE of thE new crEdits 

which ParliamEnt vt1ll bE nskEd to npprovE . 

ThE sEcond involves t hE crt'ltion of a "CaissE 

Autonomt dE ln Dtftnst llntionnlt" similar to amortization 

1:und sEt up in 1926 to undErt~kE redemption ond a~tnistrn­

tion of nntional dtftnst bonds issued durilJf; and aftEr the 

w::~r . ThE or~'\nization ns approvEd yesterday will accord­

ing to th( prEen procure funds throu5h direct loans , thE 

sErvice 
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- 2-#289, FEbruary 23, 4 p . m. rrom Paris 

s ErvicE :md runortiza tion or which will bt dtnlt \71th 

througP nor~l budgttnry rEcEipts . Tht objEct SEEms 

to bE to Ensure t ha t monty paid into tht rund , disallow- . 

~neE rrom thE procEEds or t axation or rrom thE issut or 
spEcinl na t ional dtrtnsE lonns , shall bt unaltErably 

dEvotEd to national d trcnsE purposes . 

Third projEct EmbodiEs plnns intendEd to stimulatE 

production and export trnd t throuah riscal rtliEr. 

(EtlD SECTIOl: O!IE ) 

BULL ITT 

CSB 

83 
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PARTIAL PARJ.PHRASE, SJ:O'TJON TWO, 10, 289 

Or FKBRlJART 23, 1938, FROM PARIS 

84 

.looording to the press the go•ernment will exempt from 

taxation a proportion of i ndustrial and commercial profits 

applied to improve output or devoted to subventions for cer­

tain social works. Tax relief i s to be afforded as concil­

iatory apirtt exported merchandise. Government issued of­

ficial denial February 31 of rumors that plan to increase 

taxes was under cons ideration. 

Minister of Finance also explained to council main f ea­

tures of plan of reorganization of department&! o.nd OollllDuna.l 

fi ne.noes. 

Tbe little press comment so far noted appear s cool and 

reserved and indicates t hat the tax relief measures proposed 

are r ege.rded as lacking depth and vigor. 

Referr ina to first measures it is stated i n the press of 

this afternoon tbat Parliament will be asked to ~pprove 

additional credits for national defense amounting to 

3, 200 , 000 ,000 france of wbicb l,SOO,OOO ,OOO t or air force, 

800 ,000 ,000 f or navy and 600,000,000 for army, 

Demand tor sterling a little lighter this afternoon. 

Swi ss selling more dollars against gold in London. French 

operators contused ae to • nat French ne.t iona.l policies may 

be and are awe.iting Parliamentary debates on foreign affe.irs 

Friday and Saturday. 

Rumore e.re current that there will be reinstatement of 

;p~ ;l~ 1 system of requiring dete.iled reports of &.11 

foreign 
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foreign exchange operations. It 11 &leo rumored that the 

Bank o! France will start operating excluahelr throup other 

institutiono when i t desires to put through control trans­

actions on the market . 

END KESSJ.GE. 

BULLU''I'. 

!:A: Lll'l 
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~ccrctary of State , 

PLl\Ill 

Tondon 

Dated February 23, 19~0 

acc 1d 4:07 p . m. 

.· . 86 

,..... •.vasbin.::;ton . 

155, F ebruary 23, S p . m. 

FO~ :..,~E ... S :-:tY 1 '~Oil GUTTERY!CRTJ! . 

~e lon::on stock exchan3e marked 'll> prices today. 

This ac·::ion secmq t o bE dut (1) to t4: 'act t hat t he 

internal ::>oli tical tEnsion of Sunda y and !Jonda y has 

dec idedly a bated and the size of the ,30Vtrnment 1 s 

ma jorit y la11 t ni3llt is tn!ren to mean t hllt no cabin~t 

split or general election is to occur in the ncar futare ; 

(2 ) to t~E f act that the Prime :.!inistcr has personally 

assumed r<s~onsibility for the conduc t of for eign affairo 

and has co!.t~itted. himself to an aotive policy of con­

ciliation tol'lards Italy one Germany; <:den 1 s 0oing i s not 

general l y rt3retted but the t1Lni03 of it in r elation to 

events in 3erlin and Rome is re.-;ard ed aa "unfortunate ·' 

even in the city. 

l'lhile opinion is by no means unanimous most of the 

city te.l:e wr.at t hey likr. to call a common-sense attitude 

towards i nternational affair a 11hich in this instance menno 

that 
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-z-.:·153, From London,F~l> . 23 , ap . tl . 

that denHe a r£<&1 antiJ)athy to ltnly they resard Eden 

and otlu:r I £&d,"U£ SU"l!JOrt~ro as "nnr- 11 t yl e jin.;;ois ts '1 who 

arc deman~i~ that Great Britain, Qcnaced i n greater or 

leaser d~31'~£ by three major poncrs , ohould in effect 

refuse e-n :u.<;ll moral 3roundo to enter tht r~alrn of 

conciliatory compromise . In :;cn~ral thr- city !J.olds that 

unless G;"cat Br itain 1 o diplo•n tic position i s improved 

the govn•nr:cnts ".:usiness- ns -uaual" <,olicy cannot be 

contim~cd in:lefh:itcly and t!:\a.t arw;:...:nt r.ctivity '!'fill 

have to ~E ~ivrn precedence over ord~nary commercial 

transaction~ , an EvEntuality which tre city would find 

unwelco~£ . Ironically tr~ s~nificance of Eitler 1 s 

"truculent" speech has been completely over snadowcd 

by domestic concerns . 

Incid~ntally questioned in th£ course of the debate 

of Pebr:!t:l'Y 21 on a rnatt~r respect1n3 tbc old Russ i an 

debts t: :e I'rimr :61nister made the intrreotin.; assertion 

"I t rna~- b~ reaooooble to sny •.;:~ t if a country owes 

money t::~::-e should be some i nd:· cation trot 1t is going 

to pay thnt money. " 

The dollar Ylcakened in toc early afternoon on heavy 

scllin.;; by the Credit Sui sse but later recovered . The 

franc was offered but in very Ol:ulll quanti tics . The <:;old 

markEt co~t inura activr . 

NPL JOHNSON 
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Hello. 

or.· oruening. 

Hello . 

February 23, 1938. 
4:~0 p .m. 

Mr. Secretary, this i e Erneet Greening speaking . 

T"'lk1ng . 

!lr. SecrPt~ry? 

Yes. 

I'o eppeel1ng to you tor help. 

Go ahead. 

88 

Admiral '.!::.eeche , under order& f rom you !l.l! I under­
stnnd it, l e ~bout t o send a cable to Ht"" &11 to 
hold up that coast gut"rd cutter. 

That • s right. 

An<\ I underet~.nd th., only thing t hat you're waiting 
for ~s a let.t~r from the !leoret~>ry of State. 

And l.!r. Ic!ro:: . 

~ell - end Llr. Ickes? 

Yes. 

l'lell -

I'm not going to cend Anerioen coast guarda, armed 
force, to lend on BritiFh territory r.1thout a written 
l~to:.er from ::r . Hull. 

~/ell lt -

I ' m not going to do 1t. 

I ' m not- I'm not caying whet you should or Ghouldn't 
do, I -

Well I'm saying what I won't - or won't do. 

I was jus t goi ne; t,o ask you p~ease to 1'11thhold that 
t eleyt".m. 
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Well I' m not goi ng to t!:> 1t . I'm not. ::;:>1ne t.? send 
a boa t. out until ~. Hull ard!!r . Ickes ':!t'lt.~ "'e 
t.het t.h~a 1a what they want. I mean when r.c at~rt 
lending peo;:>l e on ~~ 1 ~lnnd r.1th t hP 3r itish flag 
flying I' m not go i ng t:> do 1t on ~hat someb?dy telle 
me t hat the Pres ident 3a1d. 

Well I , 

Because I henrd t he President lay dor.n an entirely 
n ifferent forMula at Cabinet. 

Well-

An entirely d ifferent formula . He told us that t r om 
now on he would take 1~ up W1~ the Briti sh and we'd 
both come t o an agreement cbcut t.hece Islands, and 
t~t'z what he snld last Thursday. 

Well would you be willing t.o do th1::, llr . Secr., t.pry? 
The only t h ing t.hP t I'm concer ned s.b~vt - I 'mow 
'Vht> t t.bc Presi dent. enid, en<'. r.hat wno '"r1t.t.en and 
I kn?l" th'it when it re!\ohcs yo•J, yo" ' ll "'" aat.1etied 
wit.h !.t.. The ·on ly t h\ng t hP.t I •m concer n ed nbout -
we had to worlt s.•1:!'ullY f o.st. If you c :luld slmpl.Y 
c al'.. u;:. !Jr. u'Jl). ~·?•lrs~lf and tell h i m the - t el l 
him why y ou fc~! ~n~ he ' ll g ive you wo~l the l e tte r 
1s c om1no; . 

'"ell , ll•t ~:r . Iclt~>e <io it. 

I!o _. l.!r . - !tr. ?re::'.t'!'nt ~=-l led oe directly on thi c~ , 
end 1t •s the ;jtnt.e !)epart.m!'nt thpt. is chiefly con­
c ern a<' on t.his ! ... t ... rnPtlonal c;ueft1:>n. 

•7ell ::rnest I •rr. vo .. v ::cr-.;' , 
time. I'D n:>t. go1ng t.? let. 
i)f:?J,":le have e;o t t.heee cocct 
over the pla ce , not.~ine c~n 

I cut cornprc all the 
an1 you 

eu~rds boats runri1ne all 
Enti sfy y~,J. 

'7ell I thought - I - I •m Jus t cp.rry1ng out oy orders, 
l!r . Secrt>tary. I 1 m not roaki ns any ordern . 

They took yo•.t f:lr th1rt.y days all over tbe Paclt1o, 
~n~ you were not ont1sf1ed. 

! beg your p ar don. 

well I be~ youro. 
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~!r ~ccrf' tary , I c\on 1 t - I v:as satl.ef1e c\, I ' d bad 
th 1 ~ convpreatton t o t e tl you P ~meth1ng wh i ch I 
thou<9\t you wented t.o !tnt)w a nd i t r Ptr.t>r el t pped 
out, am\ I w!lc 3:-t.l.efted, th~t I ... as ver y wc!l 
eatir.f1ed . 

~f'll I ~Pthered -

! rtaG " "ry C.~,)rect~tt1ve of evl'l"Jth ~ng, an<'\ I om 
P:>f'r eola tl•te of, t.nd if yo·~ hav p any l~~?rec~ !.on 
t hP t I C!).tic a ~:>npla l.nt, I ' Ill cxtr.,.one ly oort·;v, 
it V'l\0 on y :>•ll' or:n G,U"""tl£ tl, n tho.t, I to ->Y. i t up 
4'1 th '.7f1esche, e-n''· I \'IRS - \'."e r.ere ::'.11 .,~ry 
app~:'Cl at.tve of what y:>u had done - wha t t he Coqat 
Guard h!ld :icne. 

,,7cl.l -

':'h19 s lt>Jnt t on !! : 113_ l y th1o - th:tt I' m clmp!y 
carry !n•: o·~ t t!:e :'J' e£ 1dent 1 £ ina tructl-,rot: - ! • o 
J •~P t - Just an ')bedient. Sf'rv•nt. ln thls matt er, 
/incl t.he le tt!' r t.h~t l':I'S draft ed wa!! c<'nt over, l'tllG 

~~eyed by the - 1n1t1a l ed by t.he State ~e,ortm!'nt -
l. t \''flA ! ef t for t h e Pres i~.cnt l'l l.th ~!arv~n !!ointyre -
t o b~ e:;ivor. t.? him. TQC. ~I(rgo.1dent kno"'c ell :.bout 
1 t ''IP ' r c me k ing no md'~e I :i'.:!on • t s;>_ •rove o!. 
!:-, ... tl\e only t.b lnt; thq t' s go!.ne t? be t erribly 
P.'llb>' rJ·esr 1ng and t-lelte 1 t d1 ff l cult. ! 1' e.n or der 
~~ce out tonight holdins e vory thins up and tb~n a 
~ry t"r t..wo ! Pt.er, rn~n it. • :: .?lrt~ ~ t the eve lf 
sr111ng r.nother or-i"r e;:>cc :>'.It c.<ki ns t hem to 
r~vcrce c veryt h!P£ , - ~on' t you be kind enough 
t o cell up t~e Secret~ry of State end cet h !.: w:>rc 
o~ thio thtn£? Thn t ' : 1ll I ask you to do, ao -
nl.ta;>lv we won • t tnt,.rrup t everyth ing out t hf're c.nd 
I ' ll be rel~ rp~~onPible f or not carr ytne through 
tho l.n H r uct l.on s which the Preo1-i~nt cave r.lt<. 

"'e l ! , to 11hom l e 1t g'l l.ne to ht> ct~bRrrP.a& in0 ? 

If noth!nf hP~p,rc? 

I ~e3n 11' the boct i s del syed t~enty four ~ours. 

''fell, it' s g->1ng to be vllry embarrsc:: l.ne t.c - t o an 
t h'ls e r:ho rav e &de thllir p r epar.,tl.OJno, i ncludi ng 
1nclnd1ng me . '!'hey v:tll a to;> everythtng v:hen tl\~y 
get thir t e l eg r am ~nil •.•:on 1 t l oad the boat - won 't 
do cny of th~ - tPk~ any of the partioul~r &uppl i ee 
thE' ?ro:t~~nt ~aked to ta~e along. 
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There ' s ~~bo~~ r.to r.~s ~orp ~et1c·~ouc thnn 
?~es!dent R~oecvelt ~bout l ssui ng c~erc t c the 
;..~:J:! , the !'e.vy or t h o C? <>::t Gu!'Xde . 

Y~s . 

9l 

Ant." ! have worked 
a n•i t here 1 s 
t t t .h;.., he . 

r or them noor. - l onger th~>n nnybody 
nobody who l e mor e ;;:- 1·t~ou1~·r 

Yes . 

111"" c an !'!jt l ent'\ .:..'n - ?n nny f'l)re'.gn t c""'r1t?ry t:~. th-.,, .. ,, - ~ 

·:.'ell of c~urc~ t,}'r ·, - t h,..y d.:>n ' t. c or.sid'!r t.h ~ s 
fore~ t e rri tory , nelth~r noes he . 

t?~ !,_ :.:r . ~ull 
ht"ll ce..n ' t he 
i'le\'ine ;..e:..; '.c 
;;ressur c on . 

i s n ' t any busi er thttn I c::, t:\Y t he 
c !" 1.l L':C ·•;.? :•:n ~!~'~ rnd tired ot 
c~!l me up from ~ll :tver sn~ :J'..lt 
"c ' 5 no b>JP 1er t hr.n I :l.!l! 

liP i t her 1s ::r. IckeE. 

'.'/ell t nc point. - the ;>o int 1s t h i s , ::,... :ccr~t·ry , 
t hPt t.he StP t e De •~<rtment, ::-.s I undcr~tanoi !.t, 
trunsllit.t. ~t\ t. he rc~.ue:: t i n t t.c for!!' 1n ... h!ch they 
usuc.!J.y ao •\.nd np:,nrentlY ov~r the - ! don ' t. kn~­
rh"t. t heir cuet.:-•• i s , or ,.hilt your _rr l Ption "1 t h 
theo i s , hut ~c uno~r~ t~?n, cr thny t ol n oe th~t 
'f'hS t~e ·..teu!l l !"~r" ~ !' t.r:tn::m1 tt~l . 

t•:e: !l_1 
e·r ~ry 

: don 't .~r>o•· -npthe r 1'- 1e ~r ! sn ' t , but 
t.i mP I e<! t e.n;d,hin(t 1'-' c ct e.nec. by :·r. ;tull. 

''!el, , '."?Ul <l you - rould. you, as n pE' r~onl'. l f'>v?r 
to "1° , cc.ll :~r . "'", l1 Then ::: l"lll feel t-ha t I 've 
~on~ l:'IY C,1tt.y 1n T h~ roP. tt~r . 

'l' : '.'!!'11, v:h~' c"n 1 t !J'. PUll call me~ 

" . .. 
. Jr: 

V/E'll -

! 'm -
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I ce.n 't- I can 't re~>.ch - I c~>n't reach Hr. Hull. 

IVher e io ~!r. Ickes? 

ur. I oke&, I don ' t r~o~ . 

'!'h..V can 1 t - 17hy can 1 t he tl'~t' an ~ntPreot in this 
thtr.g? 

Well, I - I euppoae the ?resident asked ~· to handle 
this pprttculsr yart ot i t r.tth the Stnte re~~rtmPnt, 
and -

Wh~t nre t he nPlllPS of thPBe two it~lands? 

CPnton ~nn ~n~erbury. 

t;Pnton . 

c~nton ~~ £n~erbury. 

Co'lton? 

Yee. S-U-D-:;:..R-1'1-U-R-Y. 

And wh!\t ' e the o ther 1511\n<\ called? 

C- A-ll- T-0-ll CP.nton 

Y·~ ~. 

An_, t he othPr l.s 3nderbury. ::- ?1- " - F- 'l-B 

Slo""f'r _vle~se. 

::- !1- D-E-R-'3-U- R-Y . 

I'• ell :r 1 1.1 think ".hout - I ' U - You stMC. by for 
the next five m1nutPs. 

11el!, ! 'd greetlJ apprco1Pt!' it becP.•1ee I'm ~" en 
l''!"ful spot here , 1\nd the President or,;n,.o~ :ne t .:l 

~:! this thing, = t'. - and i .f it' e stm~l.v held up 
3nd the tb!ng i~ all ~eoced ·~o I'l! be held 
reapon:ible. 

~ell the ? r eG!dent - it'c the first time it'e ever 
~~ppened tbic r.ay. LPt me think about it, I'll cell -
you- ct~y there for f1vo minutes, pleat~. 

All rigbt, t hank you . 

Regraded Unclassified



!'.·• Jr: 

~. :: . ..rr: 

t,f ;~ Jr: 

:.: , .Jr: 

~ . 

::.: .. Jr: 
~ ccy. 

"•tl l : 

... :: .Jr: 

"; . :· .Jr: 

Hell:> . 

SccrPtru-y 'lull o:"' '·"'! on . 

Th:mk you. 

F'l!bruary 23, l Q38. ·· 93 
4: 37 p.o. 

The ~cc~etsry i s on t he line. 

L!~llo, !!r . Secret ary. 

liello . 

~eno. 

~ell~. 

lie 381~ he ' d put h!m right en. 

Tnat •• ell rtent . ~cllo . 

l-lell.'> Cordell . 

Ho\"f ar~ yo!.17 

I ' o all r l gh.t , t b£.11 ·~ ''OU. 

ThR t. 1 s cooc.. 

cornt>l t, the r e!\son ! •m call1ne you is th1s. 
It :::\y bo unio;>ortent :md 1t may be ver y ill', '>r t ant 
OJ•uen1'1g, ov~r the Do,,nrt ment of Int er ior inei e t s 
thr.t he 1'/!\S CP.Ued by the ?resident, and. l"ll!.nto 
the co'let ~us.rd. boat to l eave Honolulu, ;:.n., ;>lent 
the AroPricen flP~ on two islands which ere f lYi ng 
t he Bl"1t1!lh flag, and I enic\ t hat 1n !1J3 1"hole 
c::p~rtence ! bed n!:ver !:nown t he :?rec16ent to 
cend the !!evy or the ;.~!!!Y or the C'lsst aue.r<!. some 
place without first no t ifying us through you, ~n1 
I've been t ak i ng the position unlese you c~1~ t o 
cc, off1o1Plty, th~t • s al l r i ght, you' l l stan<!. for 
1t . Tha t ! woulnn ' t l e t these boats sail unleso 
t he Secretary of State c~~ioiellY sai d it r.ao 
Rll right . 
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Yes, well ! prc3~me ~hat cue~ have hcp~cn~d while 
I was out 1n - ou~ 1n t bc ryes~. 

Well.. -

Thet C!lf:' •11th ::~~re ant< Qrut>nlng tr.U3t have been 
over to the •:fhl to '!oucl'. 

"!oll, !!?ore h~~ v1r1tten oc a l et t er, ':lut thir l c 
~ conv~rset ton thPt ~reemlng ta1d , that took place 
betlleen h i m and the ?rP31dcnt. ~!OT' these t"'o 
tclnn<':, Canton o.n,. Enc' erbur y, o.rt> "'th f''ly tng thP 
~r1t1::b fle.g . 

94 

i'o>', they br o•)e"t Uwt t.o :,y att.Bntion ·.~h 1l" 
I b3~n there ' ~ t~o r escons r.by ! ~ould sugFest t hnt 
the c.~tter ':le t~~~n u~ ~lth t he President . 

.!"1ne. 

One r.:s that ! rr. ~n ' t presert and I h?ve no personcl 
lrnowledj;e of thiS in cny way, e.nd the ~th'3r 1~ , 
that the z-~e r. \ -'"n t }JCrht\.;>C •."OUlrl y;ant to g ive thqt 
or~er d irect h imsel f . 

Well -

In other ~ordc , I' o sure , Jf' couree , th~t Uo?r c 1r. 
:J.c~•l!'ete 1n Ylhl<t he Ol\1<; . 

C'h , ! 1 :-t not c;•o~~:~ tion~ne htr ver acity , ~"t -

';',:e onlY th! n!! 1 t • e a ::cc ~l'~e, and I - I .l • .. u•t 
sue~est - surgeo~ed t~~t t he tr.o.t ter be t fz•n u~ 
w1 t h the ?re:~1•lent t on \tht. 

~~11, th~t - thnt' e entirely checked, but ~hey d id 
not t~ll me th~t, arc they &ai d if I would cr ll 
you I' d get n clearance from you. 

Yes . 

Well, I said lt seems t-<:1 me that the thing c'lou!" 
go from ~ruen1ng t? I ckes , Ickes to you p.nd you 
t!J me . 

Yes , ~ell , you ~or on e pretty i~o~~~t ~r.tter 
! 1d e!Jn 't like - I ~on ' t l l ke to -

Shoo~ f rom t he hip. 
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Get in on 1t unlcc: I - unless I 've been handling 
it. 

·~ell , you 1 re not going t o ~ in otbf>r words you 1 re 
not \elling me no~ thc t thie ohi p should sail. 

No, I ' ~ J ust not on Oeok - because i t m~ be 
important in the first place, end i n the second 
plnce , I vrasn 1 t the bParer of the message. 

•1ell then, 11' you don 1 t min<'. -

And of cot~se I have no personal knowledge from 
thot &n!:';'..e. 

',?ell thPn, if y~u don 1 t c ind, the ship l'f:>n' t sail 
•.mtil ! get ~fftc1nl wor<' froc you. 

Yes, or t~e ?re~td ent. 

Or the ?res i dent. 

Yes . 

Either from you or the Preoident . 

Ye9, I would - I think - I thlnk 1n a senae ho 
took this U{; h i mself llnt1 SP.\'2 thP order himself. 
I th ~~~ it'~ be well enough, so tbere cen't be 
any mif't :lke :tbo·lt thP '-et<U l s . 

Yet . 

If I ~o~e you I'd talk r.lth hlm nbout 1t. 

!/ell, t ho'le thin$8 norue.llY r.oul:i come throc,sh 
the State Dep~taent. In t ho flrst plcce, ~e•re 
l~ndins on Br1t1rh territory, even though it's in -

Yes. 

Ant'. we' d neve1' lnnd :m armed force on Br1 tieh 
terr!.tory without getting author ity f r om yo•.1 . 

Yc3 . •.•:ell, v·e cr.n !ootde on - on the formr.l itieo. 
The onlY thing ::: thought yo•..t 1d probablY 1'ant to 
get the . exact details from him, e.t f1rt t band, 
~here they ortgi.nated. 
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Yf!C . 

Eeonuee that ' P - aG you s~y , it m1gh~ be 1m9ortant. 

•reu., r.h9.t : ' m goin<; t o C:2.o ! 'm going to cnll bnck, 
~r . Gr etMi ng, and tcll/~n~ ~r. !ekes ohoul~ t P.ke 
it ~ with th~ ?rPsldent, and -

LPt the ?resident - l e t t he PrPsident -

Eithar ins truct you or me dtrer t 

Yea. 

Rl ght 

Ya&. ! thin~ - I think 1t ' e - as I sey you ' re 
t hP one th~t ought to h~ h~ndling thic boat, Pnd ~! 
! ·.1er e you, ~'hl' I' d "'"ve 11 little in!ornal t alk r.1th 
hi m. 

Settle exactly ~n the s~tu~tlon. 

R15}1t . I don't know P thi ng Rbout 1t. I <lon •t 
know about these l&len~s . but the Prestn~nt has 
never losu~d order s t o ~e 

Y'PC. 

Thl">u£h o sureau chi ef t o r•nd c:. :>oat ~n a trtp 
t.~ l"-nc'. en -

Then r.e c~ fix up the f ormalit i es in sh~rt order. 

ThPnk you. 

A1 1• r i ght . 

Thank yo11. 
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"ello. 

Or. ~ruen1ng . 

l'ello . 

YE's , !!r. Secret.~ry . 

!'ebn•~.cy 2:3 , 19~8. 
4 : ~5 ;..o. 

As a ~er~onsl f a vor to you and. ~gainst my better 
J udg.!!lent ! called !leoret tl r y "• Ill. 

qell, th$t. 1 S vpry ~\oe of you. 
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~ 
An<'- h:: &a i d ho h::.d beer. aoe<•J.tt1nted, i n'orro"!:l. of the 
CP.t ter, and he h!ld M>l~ h i s ;le??le th<tt. he would 
no~ r eoommenc th'lt the c oaet guRrd go unless he 
persci•:>lly r eceived <Urcc•· r~l"d from t.he ?resi•\ent . 

I see . 

An-i he could r.ot ~.d.v l P e 1:!0 t.o let the bol\t so . 

t{e - h e d i d onlt you. 

! c ~ltec. :.:r. P.ull . 

:>h , yes , I cee. 

I c t>lled J'r. Eu'.t, an<' bP sa~i he l':llS i ntorl"od. and 
he h~d. Ju~t told h i~ ~eople thPt he would not 
reoomroend 1T t o t h<' Treas\>ry t hc.t thP ?oat ~? unless 
he :;>ersonall,y r ece 1 v ed direct oo=u.r ~c:ttl on tr?m 
t he :?res \d ent . 

~ell, then he over ruled 3eoreta~~oorc 'e coro~Or.1-
c!'t1o!l . 

"ie l l , t.h•• t rero:y be so , but he told me h e - h " said 
unlt>zs he , L!r . Full, got d irect word froo the 
President, h e ~ould not ~dv1ee ce to let tho bo~t 
se.il. 

Well then, I OU!);lO"C the beet t.hing to do, 1c tor the 
~resideq~to g ive his oWn 1na truc tions to thP 
ree,ect.ive secr etaries . 

I would seyeo, c.nd ! ' m e~1ng to ::<tll u;:> !.!r. ! c't" ~ 
on~ tell b 1m, ~~ he ' c t.here, Ju~t what happened, 
so th~t. thP.re c~~ be no m1sunderstand1ns b~tween 
ue. 
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! tee . ~~ll n~~. ~hon ~oes ~he ?resident get back? 

Ten o'clock t onight. 

Oh, well then, t~t ~sn•t very seri ous. 

I don 't thlnk ~o, I m~Pn ! don't - 1~. Pull very 
def1n1t.~!:Y woul" not recomn1end to me th<J.t t h" boat 
sn11. 

I c~e . All right, thank you V"r:f much. 

r •ve conE' t b" 'b~>~ t ! can. 

'!'hen!< yo'.l very mnch. 
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~ebruery g~. 19~9. 
4 : 4 7 p.m. 

Th1o 1e ~enry . I ' v~ Jus t hen two convereatione 
~1th Gruer.tne , and one with Ur. Hull , an~ I wanted 
you to get !:t firs t ho.nd f r om mP. Gruen1ng appealed 
to me to rescind a.n order tha t the coast. guar<1 
cutur shoul<t sail, to this island Canton and 
1::; !.rule! E:ndt-r bury . 

Yes. 

Are you faoil1a r Ylith 1t? 

Well , when he stre1gh t en c 1t up and l et r.le knol" 
whllt h'l ' e do ing. 

We l l ~he ~osition that ! took was t hi s , that unle£e 
I ~ot a re~UPft !roo ~ou cn1 ~- P.ull t hat I 
~?·•!dn ' t lPt an J.!ll'!r 1can arnt>d boat 6:>11. 

Goot! for you. 

To lend on Br1t~ch - so cnlle~ ErittFh t erritory. 

Co,., !"or !'CU. 

'.'1~1.~ , Gruc n1ng -

! 1 ve called him t r·o or thr el' t 1.mea on th18 thine -

'."tho" 

"'!by, Oru en !.n~. 

Yec . 

D~ it he ' s one of these t e llol'!a , you know, ~h!' t 
J u•• ~ ehort cuts you all t. ll!l ti!'l~ . 
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Short cuta ~ou. 

1'/e:!.:!. Greeo1ng got v er y exctt.ea, well y ou ' <I t.h!nk 
t hP.t the wh-:>le EUropenn r.ar dc?zncc~ ~r. it, and ! 
caid I ot?t~ld n-:>t ~.c l t, •J.nleas l.!r . '!ul l aslted me t ?. 

Andyou snkcd me to. 

·.~e ll, I n:;>;re c1a t e t.hct . 

5-:> I =~l:!.e:i up ur. -.:un aml ::r. :lull Ga1d thl't hP 
had Jus t 30n~ i nto tho :11~tter, Enf. :1e h:v• re~'''e~ 
to =-~t on 1t unt t ! lt!" r!.'ce1ved a dir ect ccror:un 1-
C?t1~n fr?o the ?reside~t . 

"!ell, be' s r1i;)1t about 1 t. 

:::~ ! c~!led. b .<o : :' .1r. Greemtnt; en<' I sl'.i d, •unlP~:' 
t -h!.' ?reeident 1.n~tructo me , or I ::E' t yrha t ! C'.Bk 
!or, a ltt.t .. r :':1':>:1 ::r. !clt"r sn'i :!r . !lull, the 
b -:>P.t do'l~l" ' t Ga1.l . " 

'.'/ell , y?u 1 r e tjU1 te r J.g llt .. 

And ! - hut. I 1~e.n t ed you t :> z." t 1 t 1·:hen 1 t " 'f' en • t 
twiet~d. 

W<!ll, ! sp;>rec1ote yo•Jr t ell1ng me about 1 t. 

;.J td. - but - 1 ~ :m ' t. ::n:·· r.hother - end 'iull tJ1o"'e 
no thins ::.b?•lt 1 t, but :'l~ - so Cr eeo1ng ss1~ 0 Y:Ell 
tl:.el'l P-ul l ovf:'rrul cC. : !o?re•. :: sa1<5 , •! don ' t l'J1or. 
anout thet, t-ut !.:r . -.:ull s:~,Yc h'! refu~s= t ? pct,. 
oxnt1l be ' ~ heerd d1r~c~ly f rom the President . • 

Yes 3~ r.oul1. !. 

An1 - but, I went~C. y?u to get 1t d irect from mP . 

Ye: , t hank a t:. lot . 

Y?u ' r e weloomo . 

All right . 
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ji . :J.J1"; 

~· . !~ .Jr: 

He l.lo . 

February 23, 19~. 
4; 57 p.m. 

Admlral \'!eesohe hee gone t o a tea nt the I'Tbite 
House. 

~ell t el l him to oall roe at the houee , without 
fei1, a t seven fifteen. 

S:o•.'en f i fteen. 

All right. 

.. 
·!Ol 
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TREASURY DEPARTMENT 

INTCfl OI',.CC COMMUH ICAT10N 

ouo February 17, 1938. 

TO 
secretary Uorgenthau 

!4r . Haas 

SUbJect: Current trade with Japan and China. 

A. United States trade with Japan duri ng January 19311. !( 

(1) United States exports to Japan. 

United states exports to Japan in January 1938 were 

30~ greater than during December 1937 but 6% lese than in 

January 1937 . 

Januar y 

December 
November 
October 
September 
August 

1938 

$20, 9Sl,OOO 

1937 

l6,11Kl,OOO 
18,133,000 
20, 129,000 
16,842,000 
24, 643,000 

ill1 
$22,364,000 

!.ill 
16, 433 ,000 
24, 100, 000 
26, 668,000 
2l , J2S,OOO 
10, 764, 000 

~xcluding exrgrts of r aw cotton, our exports to 

Japen in J a nuary 38 were onl y 7~ greater than our 

exports during December 1937, or in absolute t erms, 

about Sl,OOO, OOO more than the preceding month. Ex­

ports exclusive of raw cotton were 15$ l ess t han the 

average for the last six months. 

!/ Previous reoort s cover weekly figures only. Tbia report is 

for the whoie month of January. 
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secretary yorgenthau - 2 

United states exports t o Japan, excluding raw cotton: 

JanuarY 

December 
November 
Octobt>r 
September 
August 

!.2)! 

$15,164, 000 

!ill 
14,2}2 ,000 
17,3}6,000 
18, 558, 000 
15 ,~4, 000 
23, 9, 000 

!..2.ll 
$1},5}6,000 

!ill 
8,691 , 000 
9 , 335,000 
9, 7S7,000 

10,552 , 000 
9, 201, 000 

(2) United states i mports trom Japan. 

United states i mports tram Japa.n in January 19}8 were 
only slight ly lower than 1n the preceding month but were 
26~ les s than the average tor the ~ast six months and 3~ 
less t han i n January 19}7. 

1938 1937 

January 

December 
November 
october 
september 
August 

$11 , }42 , 000 

!ill 
11, 674, 000 
17,190, 000 
15, 420, 000 
15 ,988, 000 
16, 297 , 000 

$17 . 683, 000 

19}6 

16, 427, 000 
15,34<>,000 
15,930, 000 
16, 012, 000 
16,948,000 

(3) cotton exports t o Japan increased sharply in January 
1938 as compar ed with December 1937. They were, however, 
$3,000, 000 less than ln January 19}7. 

United stat es export s ot cotton to Japan. 

January 1938 
December 1937 
November 1937 
October 1937 
January 1937 

$5, 817 , 000 
1,908,000 

797,000 
1,571 , 000 
8, 828 , 000 

(4) Exports ~t iron and s teel soran to Ja~an increased 
sl1ghtly in January 1938 a s compared to December 1937 
but were only 10\t ot t he monthly average maintained t ram • 
~Y to August 1937. 
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United states exports ot iron end steel scrap 
to Japen. 

January 193! 
December 1937 
November 1937 
October 1937 
September 1937 
Monthly average 

May to Augu at 
1937 

$ 53~.000 
~79,000 
633 , 000 

1 , 111-g, 000 
1 , ~2 , 000 

5, 600,000 

(5) The following export i tems show important increases 
1n our trade 1"1 t h Ja1)8Il during January 193S, compared 
•.1 t h December 1937 . -

January December 
122g 1931 

Raw cotton $5, !'11 7. 000 $1, 901'!,000 
Petroleum products 5 ,066, 000 3. 7~. 000 
Industrial machinery 2 , 853, 000 2 , 5~. 000 

Copper 1 ,8S3,000 9~, ooo 

vehicles, par ts and 
acosasories 1,1!5, 000 907 , 000 

Electrical machinery 65 , 000 
and apoaratus 2a1 , 000 

Pig iron 2 2, 000 nil 

107 

{6) The following export items show i moortant decreases 
1n our trade with J aoan during January i938 comoar ed with 
!>eoember 1937. · 

January 
1238 

Iron and steel semi­
manufactures 

Paper base stocks 
Fertilizer and ferti-

$1 , 2~S , OOO 
~92,000 

lizer mat erials 
Hides and skins raw 
·,vood, unmanuf actured 
sorap brass and brass 
Tobacco and manufactures 

2~ , 000 
22, 000 
16,000 
1,000 

nil 

December 
1937 

$1 , 3!5,000 
1,3S9, 000 

13~ . 000 
27S,OOO 
11~,000 
)QIIo , OOO 
257 ,000 
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( 7) The decrease in our iaport• from Japan during Janu&l'7 
1938 attected all but a tew ot the maJor items of imports. 

(a) The import items showing significant increases 
in trade were : . 

Chemicals and related 
products 

Silk manufactures 
Perilla on 

January 
1938 

$ ~6, 000 
323 ,000 

~4-}'; 000 

December 
1937 

$ 214,000 
252,000 

25,000 

(b) The i mport 1teme showing significant decreases 
were: 

Cotton manufactures 
Fish and fish products 
Tea 
Paper and manufactures 

January 
1938 

$ 738,000 
192 , 000 
185,000 
l7fi. , OOO 

December 
1937 

$ 858, 000 
317,000 
509, 000 
300,000 

108 

(8) 0! the total exports o! $20 , 981 , 000 to Japan during 
January 1938, the following items, with an export value of 
$100, 000 or over, account tor $19,880,000 or 95~. These 
same items are shown tor December 1937 tor comparison. 

January December 
1938 l~m 

Raw cotton 15,81~, 000 $1,908, 000 

Pe t roleum products 5,06 , 000 3. 744,000 

Industrial machinery 2, 853, 000 2,540,000 

Copper 1,883, 000 964, 000 

Iron and steel semi-
manufactures 1,211-8,000 1 , 385, 000 

Vehicles, parte and 
accessories 1,18~,000 ~7,000 

Scrap steel a3 ,ooo 79, 000 

Paper base stocks 92,000 1 , 389, 000 

Electrical maoh1nery and 65,000 
apparatus 2a1 , 000 

Pig iron 
2 2,000 nil 

Ferro-alloys 192, 000 124,000 

Pig lead 11~ 1 000 1011000 

Total 19,88 ,000 13,606,000 
.Ul other 1 11011000 215311-1000 

Grand total $20,981,000 116,1~, 000 

• 
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;> . 

(9) or the total 1M90rte ot $11 , 342 , 000 trom Japan in 
J~~ual'Y 193~ . the following items with an i mport value ot 
"100,000 and over account tor $10 ,047, 000 or S9t. The 
valuP of the same items of i mport 1n December 1937 a re 
•hnwn for comparison. 

January December 
1221:1 1227 

Raw elllt $5 . 947 , 000 $5,909, 000 

Cotton manufactures 7)1:1, 000· 1:151:1,000 
Chemi cals and related 
oroducts 406,000 211!-, ooo 

Silk manufactures 3M,, ooo 252, 000 
Inedible animal pr oducts 3 , 000 . 335, 000 
gdible vegetable oroducts 
other than tea 29S,OOO 262 , 000 

Pyr ethrUm flowers 295, 000 277, 000 
Chinn and porcelain ware 271, 000 325, 000 
Fish a nd f!sh products 192 ,000 317, 000 

Tea 11:15, 000 509, 000 

Flax, hemp, and ramie 
and manufactur es 1sa,ooo 163 , 000 

Paper and manufactures 17 , 000 300, 000 

L~etala and manufactures 17),000 179 , 000 

·:1ood and manufactures 1a1 , 000 149,000 

Toys and parte 1 7, 000 1/ 

Perllla oil 1lj.3,000 25, ol5o 

Hats and ~t materials 
o: l)aoer , straw or other 
fibre 111,000 1/ 

Total to, 04 ,ooo to,o/4,060 
All other 1 , 22~ 1 000 1 160o,ooo 

Gra nd total Sll , 3lj.2, 000 $11 , 67lj.. 000 

Tl'ttde with China in Janua rY 193~ . 

(l) Total United state s exports to China , Manchuri a a nd 
Hon~ Kong increased sli ght lY 1n January 1931:1 compar ed wit h 
December 1937 and were about $l , lj.QO, OOO larger than i n 
January 1937. Exports to North China and Manchuria de­
creased while exports to south China and Hong Kong increased. 

!/ llot, shown separately. 
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Jsnuary 1938 
December 1937 
Janua ry 1937 

Total 

$7, 993,000 
7,911-7,000 
6,623 , 000 

To North China 
and 

Manchuria 

$2, 101 , 000 
2,711-8,000 

To Shanghai, 
south China 
and Hong Kong 

$5, g92, 000 
5 , 199,000 

t :o 

(2) Tot al United states imports from China, Manchuria and 
~ong Kong decreased in January 1938 compared with December 
1937 and were over 12, 000,000 lese than in January 1937. 

January 1938 
December 1937 
Janua ry 1937 

Tot al 

$11. , 11-70,000 
5.595,000 
6, 882, 000 

From North China From ShangbaJ., 
and South China 

...::.lola=no=hu=r:.:i::a:..,_ __ and Hong Kong 

$1, 069, 000 
1, 200,000 

(3) The principal items of export t o China were: 

(a) To North China and IJanohuria: 

January December 
1938 1937 

Iron and steel semi-
manufactures $1 , 0711. , 000 $1 , 521 , 000 

vehlcles, par te ani 
~.ooo accessories 285, 000 

Petroleum products 270,000 199,000 
Raw cotton 130, 000 38,000 
Industrial machinery 1041000 2661000 

Total 1,156},060 2,469, 000 
All other 2~1! 1 000 2791000 

Grand total $?. , 101, 000 $2,71j.g,OOO 
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(b) To Shanghai, south Ohina port e and Hong Kong. 

J anuary 
1931! 

December 
1937 

veh1cles, parts and 
accessories 

Industrial machinery 
Firearms and ammunitions 
Petroleum nroduots 

$1 , 777 ,ooo 
1,31S,OOO 

5~6 , 000 
~2~,000 
269, 000 

$1 ,229, 000 
l l!'l, 000 

99, 000 

Tobacco and manufactures 
Iron and steel sem1-
manufactures 

Edi ble vegetable produots 
I nedible vegetable Qroduots 
other than tobacco 

Dynamite and T.N. T. 

21~ ,000 
207 , 000 

Paper and manufactures 
Total 

All other 

175, 000 
150, 000 
121,000 

5, 201, 000 
691 , 000 

1,103,000 
605, 000 

615, 000 
335, 000 

99, 000 
n.1l 

101,000 
4, 304,000 

S95, 000 

Grand total $5 , S92, 000 $5,199, 000 

( ~ ) The pr i ncipal 1 terns o! i mport ! rom China wer e : 

(a) From North China and Yanohuri a: 

Briatles 
lion- metallic m1neral 

products 
Perilla on 
Wool and manufactures 
lletale and manu!acturee 
Flax, hemp and ramie a nd 

rnanu!aotures 
Total 

All other 

Grand total 

January 
1938 

$ 221,000 

97, 000 
80, 000 
57, 000 
57 , 000 

~~. 000 5 6, 000 
503 , 000 

$1,069,000 

December 
1937 

$ ~17 , 000 

12, 000 
57 ,000 

237, 000 
30,000 

61!.,000 
51(,000 
3S3 ,000 

$1,200, 000 

u: 
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(b) From Shanghai , south China porte aoi Hong Ko~. 

Januarr December 

• 
1~8 19~Z 

Tung ( 'II OOd) 011 • 886, 000 $ 781+, 000 

Flalt , hemp and ramie am 
manufa ctures 1+70 , 000 690, 000 

Tin, ore , bare, pegs, 'blooke, 
scrap , etc . 311 ,000 598, 000 

Br1stles 
285, 000 289, 000 

vegetabl e food, other than 
tea 209, 000 226, 000 

Cotton manufactures 131, 000 126,000 
Tungsten ore and concent rates 129,000 110, 000 

Tea 
118, 000 1J9,000 

Edible ani mal nroduots 115,000 164, 000 
Silk, unmanufactured 79, 000 16 , 000 

Chemicals and related 
pr oducts 79, 000 50, 000 

Wood and manufact ures g61ooo ~71 000 
Total 2, 8 8 , 000 3,3 0, 000 

All other 2~21000 11 0121000 

Gr and total $3 ,1+01,000 $1+, 395, 000 
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f ebruary 23, 1938 

9:~ Group Ueeting. 

~- !.laglll 
!.tr. Oliphant 
Ur . Taylor 
l.!r . Gibbons 
Mr. Gaat on 
Dr . Haas 
Llr . Lochhead 
J4r . Bell 
Ur. Upham 
Hr. LlcReynold e 

Hll,Jr : I called the President yes t erday about 
~~lf past t 'elve. Oh! Let ' s go back. Sunday I called 
Dr. Lubin a nd I said to him -- this stnff ls very confiden­
tial -- I said , 'Now , listen, Doctor. I have had a chance 
to think. It seems to me t he ne xt follow-up on t his price 
study i s to t ake one industry, like building , and let ' s 

113 

:nakr a study of t he pri ces that have to do with building, 
and then let' s decide , a fter ~e have studied it, should we 
send it to the Federal Trade Commissi on, or t o the Tariff 
Cocmission or should we send it to the Department of Justice 
or do we need lehi elati on . And unless,'I enid, 'we do s oae­
t hl ng along those lines, why t hi s buildi rc question is never 
roing to get going.' 

He said , 'That ' s tunny. Htnrichs and I had lunoh 
Saturday and we decided on the same t hing.' 

So I said , 1 I knovt it 1 a good . 1 

I t alked t o the President yesterday at a quarter 
o f one and asked him would i t be agreeable to him to go 
ahead and he said, 'Fine!' And then he went i nto a long 
dissertation that we shoul d try to educate t he contractors 
to use Southern yellow pine i nstead of Oregon spruce. 

Canal . 

Mr. Gaston: Douglas f~r. 

HLI ,Jr : And eave the long haul through the Panama 
But as to t he princ iple, it' s all right . So I am 
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; oing to start th1c afternoon. I want t o get hold or 
Lubin. I want to do it a t 3 o 1 ~ock and fi nd out who 
he l'lants. Ther e 18 this man, Fisher, over with Fede!h 1 
Housing. 

Ur. Bell: Ernest Fisher. 

ffi,! ,Jr: Who eloe? 
~n~c section , dces·he? 

Strnus does not have e.ny 

Dr. HA.na : PWA had somebody over there a t one 
t1Jte . I conld hnd out . Lindow has been working with 
SOQe of t he yP.opl e . 

there . 

HY,Jr : Find out, ~ill you? 

llr. Geston: Row about Comm~rce? 

!ili ,Jr: Why burden ourselve3 P.t the beg inning? 

Dr. Haas : I don ' t think there is anybody over 

Mr. Gaston: The onl y not able ooisslon from that 
list was Commerce . You woul d thirut 1t ~as particularly 
their field . I don ' t know who you woul d have. 

Hll,Jr : I am quite excited about ttls. The 
ed1 torials say , llo" what a re you going to do? I thlnk 
ir ~e get started on thi s , we can go places. I talked 
to Jake Viner about it yesterday and he's very enthusi­
astic. 

ld.r. Gaston: I think \Valtme.n had an excellent 
col ur.m on t he t h1nfl' . 

Ur. Taylor: Very good . 

IDJ,Jr: I did not see it. When was it? 

Mr. Gaston : The f ollowing morning . 

(At t hls point Hll Jr sooke to Dr. Lubin and he 
oa1d he would be i n t he Secr~taryis office at 3 o'clock. ) 

studies. 
Mr. Oliohant: Nat i onal Resource s Board has some 
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Hll , Jr: I can' t ~ork ~1th too nany people. I 
t hink the beaut Hul t hing about th1a , nobody irritated any­
~ody else and nobody dominated 1t and everybody kept his 
...outh shut , which wa8 unique. 

~r . Gast on : And everybody worked together. 

HU,Jr: Everybody worked together. 

Dr. Haas: ThRre VIas a lot of ar gument. 

Hll , Jr: But when t hey came out , the unusual thing 
t nin; was to ~~t agree~ent. 

Ur. ~i11; anything? 

115 

llr. Llat\i11: So:re t1:re later in the week I would like 
t o have 15 or 20 mi nutes with you on various t hings . I am 
in no great hurry. But I want to plan the campa1g~ a lit tle 
further. 

HM,J r : Yea. Supposing you have lunch with me . 

Mr . Ma1!1ll : Fine. You mean today? 

H!.I , Jr: Xes . 
t .. 1s tax bi ll. 

I am ge ttlng awfully reatlese over 

wr. Magill: You are not half as restless a8 I am. 

ID! ,Jr: Herman? 

Llr. Oliohnnt : Jimmi e Roosevelt called another 
meeting on t hat WPA housing thing . Ed Foley was over there . 

Foley.) 
HM.Jr: Let me read this now. {Uemorandum from 
Any objection to reading it out loud? 

llr . Oliphant : llo. 

~hir: Here comes llr . Bel l . I will transfer this 
t o him. I •re checked a number of places where J i mmie 
Roosevel t sa i d he i s going to have WPA do this , that and the 
other thing. After you have read i t, get hold of Colonel 
Harri ngton . I want a written memorandum how t hey are going 
t o do this. This does not come in any agreement that you 
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and I have with those babies and handl e i t a e I a lways 
h3r.dle 1t, wi th a s t enogr apher. The f1ret part ie en­
co•Jr aglng . The Pr esident has 10l d them no on what they 
have been "'orki ng on tor tour days. 

!:r . Bell: You mean that ' s housing? 

HY,Jr : Yeo , but they are t~ do utilities. I 
Jon ' t know how t hey ore going to do i t. But I very much 
rmnt Colonel Har r i ngton to see you at your earliest conven­
l ence and ge t a written me mora ndum on what he proposes to 
do. 

Ur . Bell: Yea . 

~.Jr: Based on tt~t, and afterwards give it back. 

:.lr . UcReynolde : 
told the~ no and t hen they 
t o tP.ll hon t hpy ~re ~olng 

In other words, the Presi dent has 
go ahead i n the next three cages 
to do it anyway . 

Mr . Tavlor: I ••ent to t he Pl a.nning thing Friday 
:tf te rnoon. They •·tent through pr etty much t h1 a same eturr. 

Cull.':'1ngs 
And th~y 

HU,Jr: 'f he r e wile t his? 

L!r. Taylor: In Ch.!o i r ;liSn Eccles ' o ffice . lir . 
wa s not t here, but othe~ee t he same general group. 
discarded prac t i cally al l or these ldeas. 

IDJ ,Jr: What ti r.:e was your a:eet.l.ng? 

L!r. Taylor : Four o ' clock. 

HM ,Jr: Th1o was goi ng on simultaneously. 

Mr. Bel l : I t ' s a sub- commi ttee . 
aub- com:n1 t t ees around t own . 

There are t en 

HU.Jr: But Bell and I -- fortunat ely ~e had a man 
t .. er e -- and we Jus t don't ~now about t hi s , do we Dan? 

HU ,Jr: And I haven' t t i me today t o SP.e Harr i ngt on 
and I wish you (Bell ) would see Harri ngt on. He is a square 

Regraded Unclassified



-5-

shoOtPr and he will tell ua. Okey-doke? 

Ur. Bell: Yea, air. 

We r et over here compromises on HOLC which we have 
t~ eczept , on ver y un favorable t erms , merely because t here 
1& not money to put thoee forecloaed houses in conditio n t o 
cell , so t he Treasur y has a~ interes t in t hat . They say 
150, 000 at the end o f this year. We have t o approve t hose 
coopromi ses . 

1:11l,Jr : I did no t kno11 t hat , but keep after me on 
t hat because a fter I ~et t his price. t hi ne goi ng -- this has 
been around t he shop f or two or three years. Somebody is 
goln> to have to sit d own wi t h Fahey a nd study his problem 
and l t will co~e to t he fore whe~ --Dan , he won ' t bring me 
hl & s:e ndoent s ! But some t i me I ~ave t o put ~ teeth i n it; 
I Jus t have t o do i t . 

Ur. Taylor: That 's 1n process of hoppeni~, be­
cause I have got a date ~1th 1~ . Fahey for t omorrow morning . 

Hl.l ,J r : Ju ot r emember, Ur . Bell a nd I a re keenly 
lntf'res~ed . 

L~ . Tayl or: I ~as trying to t ake f irst shot be­
ee.use t hi s wi ll pr oba bly l a s t for sone t1r.te . 

HU, J r : Good! I thin~ I put 1t l n your l ap when 
I s~lled f or Honol u l u a nd I hate t o r.ake anything back !or 
'ear of hur t ing your reel1~s. 

a r. Taylor: I am coming i n t o you overbru1sed in 
about a day a nd a half. 

Llr . Oliphant : You asked 
there is a law for a uditing FDIC. 
dum on 1t . 

for a oheok-uo on whether 
He re is a shor t memoran-

Hll . Jr: What does it any? 

Ur . Oliohant: Brie~ly, t he Board may at any time 
order an ind eoendent audit and they had one two years ag o ; 
(2 ) under Executive Order, it is subj ec t to scrutiny by t he 
Comptroller General, but FDIC is not g oing along on that. 

l.:lp 
see 

HM ,Jr : Do you (Upham) mind carrying 
until I get a r ound to it. I did not have 
me over the weelc - end , much to Cy' s relie f. 

this i n your 
Cy come to 
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Mr. Uoham: I sho~ed that t oo pl ainl y , I am a fra i d . 

llr . Haas : Our end of i nc r easing deposits in 
co•mt!'Y banke. 

Ur. Uobsm: Gi ve t hAt t o Her man Oliohant ! 

Hl•I ,Jr: This meetil'l(; is swell! 

Ur. ilell : !.!Ay I have a co'OY of t hat . 
o~~~r .-nd and re:o.dy to discuss it at any t i me . 

I have the 

~.Jr : Give Archi e and 8~11 each a copy , and Tayl or. 

~. Oliohant : Finally , here ' s a sumQ8ry of SEC 
coe:s . 

HU ,J r : Hang on to t ha t . 
,o~ on that Qyself. 

I want to si t down 1'11 t h 

On thi s thr ee o ' clock meet i n<; , either you (Ur. 011-
nhMt) or Ed Fol ey or both , I wott l1 like you here. I a m 
quite excited about i t because I t hi nk we wi ll never get any­
,.,:'lare on housi ng un t i l we do thi s t hin('; a nd a s we go i nt o 
tltis t!.inrr :1nd keep in one :f'ield , we may g et quite a poli cy 
out of thi s for the Pr esident. 

::.r. Tl!llo::-: That particular field i s made to orde::-. 

l!r. Haas: Yes . We 7 0 a well up to the t i me we .-et t o 
~ill' labor end. 

t1r . Ol1ohant : I don ' t feel hopel ess about t hat . 
Le~ these private oc~pani es negoti ate with t hose people . 

~.Jr : Well , any~ay , we a r e in lt now. And I 
t1 nk all t nese thi ngs -- havi nr, W?A do s i dewal ks , J ess e 
Jones t aki ng junior mort~a~ea , then doing utili ties , they 
are all evadi ng t he issue . People don ' t wan t to buy houses 
becau se they cost t oo much. Aut omobiles cos t too much . 
Very nice to l o\?er t he i nt erest r ate t o 5!~ , but Just a s 
lo•w as the house cos ta t oo much , they IU'e not going to buy. 

tlr . Ol1ohant: Did you see t he study of t he hous i ng 
-~rket showin~ ?~~ of t he housin~ shortage was i n t he r ent 
group fro n ~10 ~o ~201 

Regraded Unclassified



- 7-

HM ,Jr: I saw that somewhere. 
"l'.o ~e it, but I saw it . 

I don ' t ki!Dw 

1~ . Bell: Is this a legal opini on on deposita? 
Yo•• ;;o back to the old National Bank Act for authority of 
t~e Secret ary to depos i t public money . Why don ' t you go 
to the Liberty Loan Aot which covers the bulk or our de­
ooslts in special deposi t s? I think that ' s the one we 
want t 0 hand our hat on. 

....... . 
HM,Jr: Gents ~ Get together and do your homb­

I'IOrk; then come and see me. 

l.lr . Bell: 0, K . 

KU.Jr: I mean , I am not on it today , but when 
you have been together, I will be more than pleased to talk 
" lth you. 

!~r . Ol1ohnnt: And I will hang on to the SEC thing? 

~.Jr: Yea . You are going up tomorrow on SEC 
and Genesee . Come home with t he bacon now ~ 

Here is the United States Trenaurf been p.:lund1ng 
these fe l lows for one month to get a lousy i600,000 reor­
Pan1zat1on and Oliphant ls pushing and gosh~ one month we 
cr~ en it and we heven' t got there yet! We have turned 
S~ 1ns1de out to get ..... 

Ur. Oliphant: You are learning something about 
the laws of t he land, because in t he three weeks we have 
been on lt we have aocomolished what would ordinarily take 
a year, but I do t~i nk it will be so that your announcement 
or t he President ' s a nnouncement can be made very shortly 
because your interest in it is to disclose to the country 
.. hat the Government' e attitude i s and that does not have 
to wait until t hree-fourths of the bondholders have accepted 
i t . 

HM,Jr: 
uy. 

I don ' t want to announce it until we have 
tied it 

papers . 
do me any 

(To Mr. Gaston) I heve not 
Anything particularly happy 
good, you mi ght get for me. 

seen the Washington 
which you t hink would 
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l!r. Gneton: 
see t:.e Frailk Waltman 
~ •• ou ·;,t it was awell. 

All right . 
oli?lli ng . 

I t hink yo'J. should 
I ~as surprised . He 

H-.Jr : I don ' t kr.o~ , but go1ng up i n t he tre1n 
: .c , eoule around the President have a nuooer one disli ke 
i~ colui1nists 1e Waltman . I don ' t know why . 

• :r. Gnston : He he.s gotten un~er the skin in 
revllr o.l placee . He has had. son e vary b1t1ng thin~SB · 

!US,Jr : (To r:r . HRaa) I t h i)'ll: Li ndow ought to 

!.!r. Ha1ul: Yes . 

H~ ,Jr: W:~o else? 

:::-. HPas : Ds.g~itt, be ~ •toe he v-orks on the whole 
e~" a l p icture . I aupuose you mi rht have Harry nltho1urh 

1t 1 sa lit tle ou t of h is main fi e l d . 

HU ,Jr: Let h im st~rt . 

:Jr. C.:>.& ton: He ' s a ~rood '"o r l'.e r. 

H~ , Jr : ~e had. a good cro~d . 
cc-::b ino.t1on . 

I don' t ,.,1\Ilt to 

You (TII!' lor) '"fill be here a : rhree? 

!.;r. T!l;t lor : All r i r;h t. 

H!: , Jr: Oh , i ncidentally let me g et thie right . 
fi1J1t was yesterday? J:.onday . night i a1s ca lled me up and 
said t ha t L:r . Hull o.nd !.ir . Welles had cleared with the 
Preai dent the queat1 on , Could t h e Hungar i a n lli ni ater a n­
nounce -- £1 ve out -- his aide me mo1re on the Hungari an 
d<'bt ~a the Prea1dent aa i d , Yes, aa l ons as t here was no 
date ~n i t . So I s a i d , All right . But I have not aeen 

1t . 

~r. Taylor: ~r. Gaston a nd I were aupposed •.•. 

Ur. Gnston: You know what happened. LlcDer:nott 
s:~1d t he ~li n1s ter said I was in t o.vor of g iving out the 
n l de me rr.o1re . I said, No. No . I did not say anything . 
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In! Jr: Previousl y to tlw.t, Saturday at about 
cnc c ' c lock nr. Welles cal led UP sayln~ t~~t t he Hungarian 
~inioter was having kit t ens all over t he plac e a nd Ur. Welles 
t t ou ·ht we ou5h t to do it and would I call t h e President 
nn<1 I Mid I would not ; I would not call the President, 
t:nl.esa 1 t was a g rea t eJlcr genoy . So the next I heard was 
.. o

11 
n~ nicht t~hen Feis told me that both Hull and Welles 

1.r.<l : :.l::ed t o t he P res i c ent and clea red it and wanted to 
cl enr l. t •··i t h me . 

:~r . Gaston: I t .i nk 1t is a ~;ood idea to r-1 ve it 

~ut . 

H:. ,Jr : I de too. 

~r . Oli ohnnt : Did it cl~ar r ith th~ leaders? 

H~ . . J r : I don ' t kr.ovr . I have kept out of it . 

tir . Gibbons : Do you know about t he conference 
the Pres ident hnd wi t h Secre tary lloore ar.d Dr . Greuning 
noout tnki n-; over tvro more Islnnds in the Phoenix ~;roup? 

Ht:. . Jr: I saw Greunir.~ s cme•·•here and he talked 
to • nbout it . 

~r . Gi bbons: The Sritis~ flar- ls a l ready flying 
• .1•re and "'e are g-oing out there a-d l)Ut the A:nerico.n flag 
lo ... •ide o f 1t. Cons ': G=rd is start i r.r in abou t a "eek. 

H:: .l r : Yo•1 :tad be tter -et .. r itten i nstructions 

fro= the State Deoart~ent . 

hr. Gibbons: Wo.esche has t a lked to woore. The 
Prea l der t aent for lioore a rd Greuning . 

HH ,Jr : Get it i n 1-:r1t i~ or I r.o•Jl dr ' <; do it. 
I .. nprened t o overhP.ar t h e i nstructions on brinc1f1b the 
H1 -h Commissi oner of the Ph1li poines nnd when I read 1t 
1n t he paper it was j uAt about aa different as day and 
n l~ht . I a m not going to let Coast Guard do any more 
I nlRnd I'Ork unless 1 t comes in ••r1 t ing from t he Stat e De-
p:l.rt •• !lnt . I want 1 t from Hull. I will not ~e lloore ' a 
orders . I want 1t from t:r. Hull a r.d t !l.en initialed by the 
3ecretnry of t h e Interior. Unless they do t hat , the boat 
d(lcs M t so.n . 
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l!r . Gibbons: Of cour se , Greuning and t1oore were 

·•lt'• the President . 

HM,Jr: I don ' t cnre . I am Just telli ng you. 
\1 .o tl\o hell 1s Greun1ne.: to get us in war? Sig ned by 
:l r . Hull o.nd s1rned by t he Secretary of the Interior and 
~tho t that , she don 't ~o . This supercargo of I nteri or! 
;n.en I '78S out there , g ives all kind s of orders. They 
soe~t ~ million dollars putting a l andi ng field 1n t h e 
"11d<lle o f t t.e Pacific e.nd then -- c r aziest t h ing I eve::­
r e~::-4 o~ ! -- ha¥e lan~ shi p3 to lnnd out there. And un­
less .:r. Hull -- afte r all , 1t is land1nr on Brl tish ter-
ritory. 

Ur . Gi btons: The British flag ls there . I t ' s 
r. ·"v~'lt -t 1 n and another hill. 

122 

Hli , J r : ':7ha: t he President sald. is 'I r.ave anew 
1den. ! a~r. r,c1ng t o t :te British Governr.~ent and s ay ~ook 
he!'C • So•1e of you peop l e hn.ve r ot )SO!)le on islll.'ldsl -- and 
I dor 1 t l' nor1 w:w t:.ey d o t h1e , ou t. \'te put t11o men and a dog 
on r•n i sland. ' Le t ' s n:w •·te flaY both fl~s a nd not r a i se 
tl.e ques t i on o f sover e i gnty for 20 yenr o . 1 

!Jr. Ta¥lor : 

H:. , Jr: And "te will r a i se th~ British and American 
~l· ~na net r aise ti:e queetion o: sove::-c1e;nty . I hec.rd 
!.1c any t.u;.: h i cself . l'li t hout 1:r. Hull -- and n!'l1le you 
·. e on 1t , I ~.ar.t ;;ou , G1bbon3 , : o tell \faesche that I don ' t 
.,., r:t :.1m to fly t-nybody othar tl-.an Coast Gullrd p ersonr.el, 
·.cr et t !'.1s , w1tc1out wr1t"en a utl'.or1ty froc you. 

to ~;.e . 

t:r. Gibbons: Is he do1 11(' tl-~t1 

lt i ,J r : Of course ! All t h e time! 

;.!r . Gi bbons: Nerrs t o me . 

lil<i , Jr: All t he t1me ! Al l the t1 rr.e ! 

::r. Gibbons: I will check on it because 1t
1 

s news 

HU ,Jr: Unless he r e ts a written order rrom you, 
nobody who 1s not in Coast Gua· d , 1n l'lh1ch you cell U ne of 
duty .... They bresk it every day . Ask h1m. He will 
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tPll you . Ask him, at 2 : ~0, if ther fly a nybody 
hly God. over a t the 

plane unless Ucintyre 

other 
"Ji11te 
i ni-

:~.~:n Coast Guurd oeraonnel . 
:: • • ~t> :rou c~m ' t -et an army 
~1 ls 1t . 

::r. Gibbons : The only redee::ll.ng thing is t h ey 
;~e our bo~te and i t ~!ll t ake a week t o ~et suoplies and 
on t hat account I did not bot her a nybody yesterday. 

!{!.; Jr: Thi s t h i ng , a nyway , about the Departmen t 
of t..e I nterior havin~~ them t ell Oonst Ouard l'he,..e to go 
all o•rer the Pacific a nd nothing in •-ri ti no; nne t hen if 
t:.e !lo~t ·~ts tl".erP five hou:-.; l ate , Gr euning r a i ses hell. 

::r. ui bbons : This 1B not .:1:1 o ffi c i a l thir.g. 
7i~y t~ll ~e C~rccrnn is s er.dinr ~ord ~hat ~e are to do on 
t..ls Bob J &c:tson dim.e :-. 5'-looosed to cot:"e ~roo the Preei-
·ent. (L~u.·ht"r fro:n the group. ) Tr.i e is not a laughing 
ma;;ter. I llke ilob Jackson 1Jersonnl l•• , but when l t comes 
to n little r:.~r.t 11lr.c that 'elling us w:'ll\t to do! He cnlls 
u~ ana ecyd , The boss issues t hese instr.tctlons . I n;;:r ee 
··1th you. I t ' s lll:e this sap Gre•Jnir.!; GC i '1g around in some 
officinl onpac1 ty, telling you and me what to do "' i th some 
,qui pi.I8nt t~ont ' a ur.der us . 

!t..,J:-: It' s t erribly h•.rd on you h:1vi ng :!iss 
:1erP 1 St~'re . Yc;,ur l an-uot;e ~oulj. ~e much ':>et ter. 

··:- . G!'coona : Yes. 

=..r . ):t\ ·111 : Would it help you to knor where I 
·ot toy ~rcera t o ro t o th."'l.~ dinner? 

Ur. Ta~lor : Did you r.e t a call , too , fror.t Tommy 
.. l mse lf'r 

J:r . ::.,, tll : t!o . To:~ny' o adjutant is Bill 
:loc. las . Tor.llnl.l' .-oes to ~lontreal and calls 3111 up on 
~: ... ' :>hone an:l tPlla hl!:! so::.e'!:>ody fro:~ the Treasur y has 
to ~e-at :he di~rer , so 2111 ~eta ~eat ho~e and I o~n't 
-o; I i:ave to ·o t o th!! I tali an £cbceay, .:utd he Ol'1d, 
' -:?el: see to 1 t t!l-'1 t 17ayne al'd Steve Gi bbons arc therl'.' 

HL: ,J r : Who 1s Loing? 

!.!r. Gibbons : I think Wayne. 
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Ur. Taylor : I can feol 1t coming . 

Ur . Oli ohant : Eddi e asked me t o go . 

: 124 

HC ,Jr: Well, a fter all , Governor Lehman ie Gov­
P~ror of ;he State a,d titular head of the party and Chairman 
r rle;· !& Chair .an or t he Ner• York State Democracy. If 
Leh!xon or Furley shoul d call me up ancl as~ me t o do some-
tu1n.- , that would be entirely di fferen t . Now, when either 
of these t·"o ·entlemen call me up , thRt 1 e the time for uo 
to listen . In the meanti me , Bob J ackson knows just where 
I stand on his candidacy because he and I had lunch and we 
Qiacus sed it for one solid hou r . He asked my advice and I 

!!Ve 1t tc him as one friend to another. 

t;r . Gibbons: I understa nd he 1a goi ng t o l"ithdra.,. 

ID! ~Jr: We unde r stand Pach cthP.r perfectly . When 
Jir.o Farley or Lehman calls up -- I t h i nk it ' a nice to listen 
uut unt11 that J appens 

t~tir.- for 

Mr. Gibbons : This f el l o1v called me oersonally . 

m: ,Jr: Charley West did not call you , did he? 

l!r. vibbons : If Charley called , I would do some-
Chirley . .. _ 
.... I :~ill : Did he call you directly? 

!Jr . Gibbons : and I paid 
no a ttention to it . 

Oh , yes! A 'leek a~o , 

l,!r. Bell: M;r. Tayl or asked me to write you o. 
r.1e .orandu:n on that U I s. Sa vings Bond matter t h.ot co.me up 
nt CAbinet . I hAve ~ot had a chnnce to do it. 

~.Jr: Could I have lt Friday for Cabinet? 

Ur. Bell : You want a mecorandum to take r1th you? 

Ht: ,Jr: Yea . 

Mr . Boll: We are , of course, t aki ng c are of it. 
£ve~y time i ntereat accrues , wo c har g e it e. a 1 nterest . 

F'Jol,Jr: The Prea1dent took g !•eat dell~ht I He 
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thous:ht he had one on me. Perfectly nice about it. 

~. B•ll: Our Public Debt onrriee those obli~a-
tions a fter redemption value. 

Today 1B the day for Treasury bill s. 

~.Jr: We atart as per schedule. 

:..:.:.-Bell: 'IU..th an extra '50 rn1llion on the 2nd? 

••• HU,Jr: Yes. Just as ~e scheduled. 

Mr. Bell : I had to listen to Wallace about ad­
~.i tional money . 

HU Jr: He called me just as I was going to catch 
the train anA 1 told r~m I could not talk to hi m; tr~t he 
had better t alk t o you. When you h4ve time , bring me up 
to <ia~e . 

~M~r~·~B~e~l:l : It' s the usual story . They had to 
leave to~n on t he o~e o' clock trajn so I had to come down 
and list en. We are goin& to ha'te !\:"other hearing this 
week on it. 

back. 

H!.l ,Jr: 11hen it's l.n order, let me know. 

Archie, ~o out and see what's ~oing on and come 

(Ur. Lochhead left ~he meeting.) 

Mr. Unham: Not hing . 

~r. Oliphant : I have an a fterthought. Opper 
~ill oe on duty until Monday so someti me I would like to 
talk to you about reassign:nent of dut i es . 

Hll ,Jr: All right. 

Are you (Mr. Upham) ready to go places? 

Mr. Unham: Number of t hings to be discussed. 

HI! ,Jr: Let me ask you for your horseback opinion: 
1n your opinion ought there to be any loosening of the r eg­
ulat1 one of the' Comptroller i n regard to the kinds of seouri tws 
banlts may buy? 
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::r. Uohatn: Well , hors eback , no . 

Hll ,Jr: Yo\l know Ecclea i s pushing me on th1a a l l 

r .. . r ti.1e . 

r;r . Uoham: T~at ' s ri rsht . I •voul d not r.ant to sa y 
: .• t defl. ngely. That ' s the way I approa ch it. 

H:.i .J r- : 
•lr· .tcred up end 
, :. '>IS loose~? 

The way I look a t 1 t , ever ythi r.c , we heve 
wha t ie ~ood economics - - to l oosen it? What 
So &i ve ne an answ6r on that . 

!,,., Uoha::: Right. 

H:. , Jr: Wayne , if ;ou hnve nn l dea . EverythlM' we 
:: .... 't ti 1•cned. I s :;here nnyt .. i !ll" roe can loosen gnd is lt 
"•tll co~ economics . Becquse if t here ls nothi ng t here , t here 
!.s no o~rtlcular hurry . 'lilt!'. t hese examiners comin:; , and are 
: •. !'j' too s~r1ot in t heir exan1nrt ion as to l'll':at kind of secur­
l~lca thP bnnk~ 7oe.y buy? 

ttr. licReynol d a : Noth1n · . 

H!l ,Jr: I have a cnll in f or a <JU!\rter of eleven 
f r Coc.wan Rnd you (Taylor) haven ' t rMd this . 

:;r. '!' a ylor: llct tl'.e one that ca·te in todtY · 

Ht! , Jr: \'lell , yo• t re:>d t hat a nd have Fe1a over here 
: 11: ~0 and •-;e ~o:.> ld t s llt about 1 t for 15 :r. i n·~<;es . 

oOo-oOc 

Regraded Unclassified



127 

7ebn&J7 11, 1118 

.U Col. Boo•-U'• 8\IUI&UOD, I at~ed u otber bouain& ... tin& 

1D 1111 ottiee 71&terda,7 aftanao=. Ill Udi tiOD to Col. llooan-al t aDd bia 

aaliatallt, laaea &owe, there war• pr .. eott 

7roa IPA - .AIIbre7 'Ill! .... aDd Col. lkrr~DJ t'roa -"U. -

&teart lleJ>ona ld, Cllarl .. ..Oebee aDd Mr. J:la1&erJ t'roa 7Sl -

Capt, Lord aDd llr , Bald'l'iDJ aDd ho• OW - l&tbatl StraW!. 

Col , Booan-alt told the croup tbet the 7reaideot bad decided DOt to 

apead IP.A tlmda tor boWiin& cout.naoUon tor the prea&Dt but 'l&llted to cin 

the eurreot propw.~t a trial period ot a 110ntba to duonatrate wbat it 0&11 

acCOIIpl.1ab. Durin& tbia t1.u ita etteot on the bld.ldln& indWitr7 aDd m­

•"Plo1MDt will be o'blernd oloael7. Around the t1r1t ot l Wle the •tter 

1a to be conaidered qaiA 1A the Ucbt ot acc~1eb8enta, 

Col, llooan-alt explained tbat llr. lon .. •• wUl1n& to .U. I7C tllod• 

... ailable to a .. iat IBA operattou. steart lloDoMld Mid tbet llr. lCNl .. 

intend& to UaoorporaM a\ -· &D IUZ'IIDC7 IIOJ'tc&le I f"ll7 to ab aft.ll­

able JUD1er -11• wbue ••• .. 11&17• to &Niat 1A .f!•nd"'l '7& pnJeota. 

Be &aiel tbet tbere were 8&117 •U~~~&tlou wbare the pri.,.M ll841nc luU.tt&Uou, 

.._ with -"U. iDnra.Dcle, -u DOt be w1ll1n& to l ed enoqb • • tir•t 

8Cl'icqe to tiA&Dce tbe pnJMto Ill ROb ouea, ba -tiDcled, tbe D .. II7C 

..._&I• c-p.117 oould npJ)l.7 tbe clinerenoe between tiMboll'J'OWU'a eqn1'J 

and tbe &IIO•t tbe l ..S..C tuU.tnu.ou would .Ue a.,.Uable. llr ... Do-.,. 
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allO addocl tbat ~eta are belq worked out with IPA tor the coa­

a\rllcUOD or IIUliUaa, a14eal.ka &114 1\reata wbere DaC .. Ml'l' 1D ooDJnCtioa 

witll 1!11. acU'IiU••· 

Jlr, Da1&wr of IIU uplehed thd lln.C, u ot l.ut IOYUber 110, 11&4 ac­

quirocl tllrO\IIll toreclonre, title to appl'Oldaakl7 57, 000 propertiea &114 b7 

t ho eod or 1111511 he .. uatM tbet it .U1 ban acqllirocl ill thie lla.mar aP­

pro:d•tel~ 150,000 proparthe. Ba nDt OD to M7 tbat boueu on the•~ 

propertioe were , t or the .01t part, quite dilapidated ancl Deedocl r•ofttiDc 

aod repair before tlla~ c01114 be rantocl or eol4, Aubre7 l llll.au &aid tbat 

IP.t. l abor c01114 be u4e anilable tor this work aDd proai1ocl to eat 1D touch 

with ll:r. Fahol7 at OJICe &114 work Ollt tho dataUa. 

latban Strau &aid tbet be upecte4 to ben t:Loo,ooo,ooo ot bouilll 

lllldar contract ~ 11117 1 . lbarner at.raeta, aidewalka &114 utllitiea are 

nooclocl 1D COIIIIection with bia d"alop.eota, bo '1111 uk IPA to turnlab t ba 

noco .. ar;y labor . 

C..pt, Lord explaiDed tbet ru oaa appl'Oldaatol7 4 1100 acral ot laDd 

1n a.ora tban 15 etatea wblcll 11&4 bean a nqllirocl at pric .. ft11C1Dc hoa tl.OO 

to tl60 per acre . lloat or tbla laDd 11 located 1D nbwrban are .. or 11 ..s­

JaceDt to lar1• c1 u... B7 •ki Dl the laD4 awilable OD loac tara 1•• .. to 

DOG-profit corporatiOD& &114 b7 ba'liac IPA turnlab t ba Dec~ at.reeta, aida­

wl.ka ancl IIU11t1ea , • ntticict aqllit.J t or a lou troa the UC .. rtcac• 

CoapaiiJ could be aetUliabed. :U. tbla ""¥ a .. , 10001000 procru tor tbe 

- •tnaouon of k,500 to f',OOO bou .. to r.t troa tla to 110 -wl lie 

atartocl without IJ'Mt del&J, Col, looaenl.t aalted Capt, Wd to ait ·­

witb the J'IA people &114 Ml eot pnJecta ill 1-utlea u.tt-u ao\ iatarfare 
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n"' Ill& aou-nu .. , \liD U'ftlll• wl~ ... tor tho tnuter to ftl ot the 

,.u •-IIU'1 tor GUiV -.v.u.. Cap\, Lal'll eaU..\ed about. 

tT,OOO,OOO wwl4 be ao .. ed tor \bb PRfOM, Ia addit.iOD1 Capt. . Lord 

ta1AI "''7 wolll4 .... about. tl,ooo,ooo tar ,au. .&tt.er Capt. Lord .u.. 
111• e.rraq-te nth ,.. ..... , ba b to talk tart.bar wi th Col, JlooaoYelt 

about t ho 80D07 tor plaua. 

Col. Jloounl.t b to be &w.J' tor about two noka aDd 1u hie abaoooo 

llr. a... 11 t.o liMp biaMlt 1Dtomo4 of dwolopMate, 
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DEPARTMENT OF STATE 
WASHINGTON 

February 33, 1938, 

lly dear llr. Secretary: 

Responding to your requeet for a !llemorandUIII 

of our telephone conversation regarding tbe 

H~rian debt offer , I berewitb forward a copy. 

Sincerely yours, 

Enclosure; 

Copy of memorandum 
of telephone con­
versation, Februa.ry 31, 
1938. 

Tbe Honorable 

He~ry llorgentbau, Jr., 

Secretary of tbe Treasury. 

·' J32 
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liWual'J 31, 1938. 

IIII!!N!JXI! 01 T!LJP!IOU OO!!IRMt JO! 

I Ulepbooe4 t;bo seontary ot tho Traawl')' tohh 

athrnoon to tnton hill of laton 4nalop•ah i n 

rqu4 to tho ottuaUon artetq fro- tho Hunprtu 

debt propo•l. 

I t;old tho leoratuy ot t ho Trea.ury that conea­

quent; upon the • 1 el•4tna repone t;bat; appeared in tho 

pre" regarcHq t;be Hullprtan debt otter, the Hunp.rtan 

111D1et;er had et;at;ed t hat tt; eee~ed t o h1• dee1rablo 

that; the Aide M .. otro whtoh bad been g1Yin ue ahoul4 

be publ1 ehe4. I 1 ntone4 h1• f\IJ't;her that; bot;b tho loa­

retoary of state aDd tho Pree14ont boUned w eb action 

• ould be helpful tn gett;tnc tho .att;er in tt;e t;ruo 

perepMUn. tlt.o lfUD&Ulu 111nhter plaue4 to protaoo 

t he Aide ~e.atre wttlt. a abort etatoe.ant brtnctnc oat 

tohe o1rou.etuooo and purpoooo of tho otter. 

I etate4 t;bat tho l)epart;•oD\ •loll .. to aooor\ala 

whether t;lle propooe4 aettoo to apo•lJlo to tollo loornarr 

ot the TrMI\11'1, wh1ola tho l"rotary ot tho Treom:ry 

10 d t1r.e4. 

lo\tU;Lft 
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February 23, 1936 

":"'o: Sec:retary 1.:orgentl.~&u 

rro~: 

l. Tax Bill 

The Subc<li!'MHtee h8l4 11 r1Ml ""sston thle 
rnl"C on • s~rles or ~ndments odvooa t ed by vnrl~s lobb~ists • 

. '.J't-r n~~!>dod dli)Cuaa i on e.ll tM~ propoeo)' ll":lendmnts nre 
•!Mlly rej8ctsd . Tbe proca-\l.'re now c,;reod upon i s to co:>ple ts 
~l:e 1raftlns or t he b1U by Tuosdsy at whl~h the i t will be in­
troduced I I! tb• l:ous~ a>1d i:lr,.dt ctely reJX>rted tnvcrebly by the 
:"; "' a•a<l l "o&ns COMrl1t.tee . Chairman Douabt.on hOJ:>"S to have it 
tAken up i n t he I!ouee on ~/edn'tsdny , V.tu-cb 2d , under n rule pr oY1fl-
1n• ~or a l sht or ton hours of debate . 
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To: secretary Moreent ba\1 

Re : C, Ro~rs Arundell , Chairman of t he Boerd of Tllx 
Appeals 

1 ·~ . Ar•mde U • ..,. ori31lldly appointed t o tho> Boar d on 
A.! ~"IH>r l , 1;25. P i s l'l"f'B"nt t~n expi t"t'a on J"Wl<o 2, 19~. 

:;~ . flr'.mdell is f !.tty- U>ree .,.or~ ol., ; a n<\ is , I "e -
' •~ , Q P.~rubt iean f r (Y'I" 0rOtt0'1 o ft't f'Dt~red t he Of~ice ot tl\e 
S·.H c itor or I nt e rnal Rev"n"" <n 1<':>0 . II~ lat "lr bec8Il9 A.ss !st&nt 
':oUo itor tn cl:ar ge of t he Int et;>rot a t 1n DiThion; end at t l'e 
t 1 .e of h1• n"PJ'Oilltl:>en~ to t ho> Boord wo.s i n charge or t be L1tlga­
~ !on D1•tis 1on 1 ' t l:e Sollcitor• r c:• lr· . :01 other \",'O=<Is hs ~ .... 
'rec l• \ l•~d i n ~zntion f~l" ft\R~tOOn yeftrS, 5o WRS edUCaten a t 
V<tcrw .. .'~sh inst.on t:n 1vera1ty and a dmi tted t o . t he 9ar in 1'?0~ · 

I n m;• j~td;?USnt !,;!• . lu"Undell has M de a n excolle11t 
N OOrJ or. the 5oerd . Tha t h~ i s ~ l Sill !' r "&t'r <\ed by hi .. t~llo" 
,,t>e•·s i~ 1n>l ic a t e <! ~:1 his s .,l.,otion by t he'l a s -Cha i rman . E~ 
! OC>l'C·Jrvnti ve i n !l i e genPl'" l outl ool: but h~ h i nt e llige, t , 
ae • 1·1o ""d di11gP 'lt. It• '"'' j~1'pl'lnt 1l'J c loarl;· deserves ,..,sr!)Ol~>t­
... r.t ~r1 I str one;l;; r~ea't"l•nd t hst ~., ba r eef:.'<)lnted . 

Of the S'l.r.t:e en •18MbDr t' 0~ t l f) f'l"8Se%'1t !:oar~ r.~ r~c' i Wtd 
•'~ ir "'li.P01nt::l'lnts !':-en Pre~\<\ent Rocs~.,..lt: 

; .rnol d 
J1'3ne !" 
!:.arron 
!!ill 
K.OJr !l 
:.!ell ott 
Opper 
T\o•ner 
'r<JBOJ' 

(n llnol s) 
(Oicli'.>,<"'W\) 
(Col1ror~ ia ) 
( .1eeb l~> fiton) 
( I nd i&na) 
(Y.onees ) 
(!!eTI '!Ol'i< ) 
(Arkan88s) 
(;.:iuilsippi) 

Uu s r s . Sl ack (Tems) on~ S t.ernhflsen (! ll l nol s ) are nloo 
Dc.1ocra t s accord ins t o llll' l nror"le t l on . Tile othe r !1 w me:nbe rs or 

t l• F•oerc! are Rspubllcans : 

:.rundell 
Leech 
!...'urdOO'< 
S::J.ith 
Van Fosso. n 

(Orot;~'\ ) 
(Pitnn~yln'\ 1& ) 
(l'ellM!"l Ttlllis ) 
(t!s,.aachuootta) 
(Oh lo ) 

:l.35 
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THE .gBISTAHT RCNTARY Of' THI: NAVY 

WMHING'JON 

23 !'ebruar7 1938 

Of all the factors that produced the present alllllp in 

buaJ.nese the m itell was inY8ntory expansion. 

The index of retaU sales is the principal one to watch now. 

If it does not fall greatly, the depression wUl soon end. I.f it 

does, we are in for it. 

The principal factors that induced inventory expansion were: 

1 . Better business 
2. Riainl prices 
). Lengtheninl delivery dates 
4. Labor disturbances 
S. Uncertainties aurroutv!1ng other 

fonu of invest:unts. 

Ot thesa it8ll8 No. 2 - Rieinl prices - we.s by far the most potent 

intluence. 

About the aiddle of 1937, aanufacturera more or leas st.ul­

t&neoualy found the7 bad either enougb inventory on b4Dd or contracted 

tor, or all they could ~ for, or all they could get. Orders on 

prillary llllppliera alackened and prices ceased ri•inl· Big bu,yera with 

•aaart• ptll'Chasing agents tried to "bNalc the u.rket• by cancellations, 

and succeeded. The "boom• was over and the wbole psycbology cbanged. 

'Allen l.OO units of a product ere sold in a wealc, l.OO units of 

inventory is but a week's 8Uppl.y, but wben orders fall off, this .._ 

buodred UDlts of inventory etretol\ee out longer and longer. I f onl.y 

lO units are sold it beco•• 10 WHits' supply. The period of re­

adjustunt and une•plo:r-nt lengthens with eacb drop in wlmle. 

!be only correctin is for tha poor duab public to keep on 

bcying and not leN ita bead as co!lpletely as tbe big abets. Tbat i s 

·~ the retsil. aal.es index is so illportant at tbe JIOMDt. 

Nc concern, big cr ...U (and 1nclnrJ1ng the Oo~t), can 

carry full foroee at full wages in the fac:~e of declining bua,lneas 

tor 1.rJ7 appreciable tae. Re&djuatMilt is :i.aperathe. The al.ternatln 
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u bankrUptcy. •Better t hat a few ebould eutfer tban that all 

should periSh • • 

All i ndustrial concerns today ere busy tryi~ to reduce 
tnventory . That means reduction in production with consequent 
lay-offs, short weeks, wage cuts, postponement of needed improve-
1000t, end such things . All result in l&rger relief rolls, 

If I am correct in sayin!l tluot inventory is the 7f1!, 
vUlein in today ' s dra!>&, then Governl08nt action can help most by 
aidin!' that problem. (Construction 1e in a claea by itsel.f). 

Plan. 
Let RFC say to a manufacturer - •I f you will •freeze• 

t.'lc inventory you now have and begin at once to purchase 
for current requirements, and put your present inventory 
up a a collateral, RFC will loan you all or part of the 
money represented by tbis ' frozen' inventory at l/2 of 1" 
or so provided further t hat each month you draw from 
this inventory l/l8th or it for current needs e.nd amortize 
your loan with RFC each month correspondingly" . 

During t he first part of 1937 manufacturers were in a wild 
serublo to accwaulate inventory, and now they ere scrambling to 
f it rid of it. Same such plan as above aight go quite a way in 
stabilizing the situation. 

e ... lu ~~) o..:t ~-n lwJ 

tU-, --t\... .l1..-J:~ . 
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Present : 

February 24 , 1938 

9 : 30 a . m. 

!.lr . ~11 
l!r . Gaston 
l\lr. Teylor 
~Jr. UphAm 
Mr. Gibbons 
L!r. Lochhead 
l.lr. Haas 
!Jr. lloReynolde 

Hl4 . J r : George (Haas) this buoine e e sunur.ar;, 
I read it . Could I hav6 one L!onday before noon? 

t.!r . Haas: Yes, sir. 

HJJ . Jr: I won 't bother to glve thi s one to t he 
President, but if I oould have lt Monday forenoon. 

~r. HAns : Yea , sir. I rlll have 1t. 

136 

HU,Jr: And lf you people can expand the number 
or selected industries groupe. I thlnk they are dis­
tinctly worthwhile. 

Ur . Hnaa : Sure . We can do t hAt by ~onday . 

ffil Jr: Carter Glass wrltes me a personal and 
strl.ctly conhdentlal letter and 1f you (Upham) would 
r ead this and t hen , inasmuch as lt l o strictly personal, 
mnybe you could read lt between now and press and stay 
behlnd after press for a couple of minutes and t31k to 
me about it. 

Ur. Uoham: Sure. 

H1l Jr: George or Wayne, who knows what hap­
pened s ince 1 saw the price boys. 

Mr. Taylor: George says they are at worlt. 
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~r . Haas: There was considerable general dis­
cussion and then they set up several committees, rather 
tentatl ve . They a re to come bo.ok wi th o. preliminarY 
report a t 12 o' clock today . I have t his progress report 
for you. (Read aload the at t ached report dated 2/24. ) 

Hinrichs was very much disturbed about going 
into labor. Thought it was the wrong t hing for fear 
t~.ere would be a leak on it and he want ed to talk to 
Lubin about it . In view of that situati on we thought 
~e ~~d probably better let it rest until we had a chance 
to see Lubin about it , but he said it would be very dis­
tarain- if there were leaks. That ' s his opinion. 

It! Jr: !.lac, as soon as you go out, give me a 
little pencilled chart of the set- uo over 1n Procurement 
unde~ Peoples when i t comes to buyinr, of materials and 
the men -- jast where d oes Reynolds fit in end Coll ins 
nnd Barton. 

!Jr. LlcR: Reynolds is head of the buil ding ac­
tivities , Assistant Director in charge of building ; 
Coll1~s i e Assistant Direct or 1n charge of all purchasing 
activities ; Barton is an advisor to Peoples . Barton 
gets a chl<nce to revie~ all their pl ane on all bui lding 
proJects and t hey must have his approval. 

Hll , J r : I sn't he my price man? 
~ate~ !or excess costs 1n designs? 

Supposed to 

~. ~oR: He is supposed to clear fro~ the 
standpo\nt of acce9t1ng contracts . 

lt1,Jr : Why wasn ' t Colli ns here yesterday? 

llr. lloR: He ' s out of town. 
beJt man in Procurement. 

Reynolds is the 

HM,Jr: Wouldn ' t Barton f1t in? I em not par-

tl.oul ar. 
Mr. MeR: I should t h ink it would be a good 

t r.ing. 
Hll ,Jr: Beco.use if there is a racket, he knows 

1 t. 

137 
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Barton and Reynolds work very closely 
respect bet~oen them. Barton is not 
operations so I thi nk he could devote 

HU Jr: I th!nk t he interesting thing will be to 
~atch t his t~ing and, as I say , I a m not looki ng for more 
tro·1ble than I have, but this t hi ng has been going on for 
years a nd the President wants houses built and he has talked 
eoout it for five years. The Admi nistration so far has co~ 
pletely failed a t it and wher ever t he t hing is, let ' s put our 
nnr-er on 1 t. . 

!!r. Gaston: You got e letter from an organization 
1n Cleveland 1Build America' . It' s an organization composed 
o~ so:!e b·ti ldlnr rnD. t erial oeoole and a mn .. ho used to be i n 
r~ is presi dent ~ it and it has so~~ A. F. or L. people in 
1 t ar.d they are start ing a big sales proootion cacpaip;n to 
b'llc houaee , but I am a little bit suspi cious of it, looking 
at the co~position or t he direct ors, etc. 

Hll 1 Jr: This gr oup here is called ' Nati onal Housi ng 
Committee '. I wonder who set that up? 

! 38 

I think we are on t ho right track , don't you, Herbert? 

t h!:':N! . 
~r. Gaston: Yes, but I think there is e tough nut 

Hll Jr: I won ' t ta~e second ol ace to anybody i n the 
i nterest or f abor and I think our recora in t he Department, 
especi al l y i n the Bureau of Engr aving and Printing where we 
have about 40 different labor uni ons, I won ' t t rute second plaoe 
·r~tt my r elationohip to l abor unione here , and my little bi t 
o ~ a printi ng pl ant i n Poughkeepsie . See? I have no a f f11-
1atlons. While t he last thing we want to do is t ake lt out 
of the hi de of the workir~ people, we :nay discover things 
t hat a union man does not knew hioself -- the hook- up between 
the leaders ln sooe or t he unions and some of the Jobbers and 
so=~ of the manufact urers. 

l!r . !'..aas: That' e right. 

HM ,J r : Le t ' s just go along. And if we get some­
t ning, we can give lt to Senator Bailey. 

llr. Tp.ylor: Won' t necessarily be his committee, 
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'•ill 1 tl I +;u.nk J us t h i s resolut i on. 

H:l , J r : I had a cho.noe to tell Ltr s . Roosevel t 
"O<:.ttt t •. ie lo.st n i &ht and t1l':e was tremendou ·1 y i ntereeted . 
3c ··r v·ill l< eep plug"'ing. But keep your eara o!)en , George , 
!J• '• "'J<' rranltlY , i n the room , I don 1 t k no" Just '"he r e t h e 
;)p, • :-v .. rnt of Laber s t ands . 

nr . Haas: I t is obvi ously a very ho t !)otato so 
-.,..,~.7,u u "; fo r o. f€"1 l':.:.o.Ars I o i ·ht leave it . 

lt .,Jr: For ihsto.nc" , I saw ~his !)1 &:1 ' Pins and 
··• !!'G 1 nd the ttaneger cc.r..e .t:> and seid 

1 
We are b ring i ng 

• • <..orn to Waah1n:;ton , bu t ""e l'.l\'te to t .~ze cer tain thing a 
.lt .' I s'\i d ' r:ot h1n•· thei'P. you have .. c t :>.'Le out '. ' Oh 

• , "8 h11 ve t o . 1 I said 1 1'1!':0 said eo? ' 
1 

L:iss Pe r k i ns 
• c1 8) . 1 I said ' She ' s crnzy . You can brir.l!: i t down 
~ r.l al~O"' it to the ?rea1dent . 1 And he ' s I"01n.:: t o see 1 t . 

i:!\1.111, !.a v e ..,e any 1n formnt1on on taxi ng r ad i o 

t ro'ldcnating s t ations : 

:;r. L:agill: Haas took it under Ad v ise ment . 

t!t i ,Jr : Listen , I asked you (1.\!tt; U l. ) 

llr . :ia-111 : I con ' t ~no•· unyth~. n"" sbout i t except 
-·. ~ :."'~" co .. e o··er t:: e t1::~er . The"~r:-psor , ot Illi noi s, hAB 
l's';e f.:.r n reoort on t his b ill c.nd .. r . :'a.o!: i nch of Communi-
: 'icr.s see::~a to ~ push1n- 1t hArd . Don ' t see any r eason 
:-' -c e.>:>uld : 1 ve a darn one r'l~· or : re other. 

• '. 
lt. , Jr: On the b ill, do t !'J'l.""S stand aa of yeste r -

i.lr . t~'l 111 : T~e full Cor:tmit tee i s suo-:osed to 
:c " 1r thls rr.or ni n ; 1\T. ten and t he b ill ls s •lpoo sed to be 
CJ' Totesday cr next we ek v•i th n rep ort . 

HL! , J r : Any t .. 1TUl; nElW &1noc l unch y e s t erda y? 

lir . iis.l:'i ll : No . 

I notice , 'by the "'D:i • " i th respect t o tax exeml)t o 
1 •ill : 1ve you a r e c i nder on t hat . I t eo.n:e uo at one ot 

ur conf erenc e s acrose the st r eet, on December 11th . 
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HM,Jr: I know, but I still think we ought 

~ir. llagNl : That conference 'li'Ould con!lrm your 
1des . 

HU, Jr: Yes, vPry ~ch. 

I want to tnke a positive position on tax exempt s 
and I thin~ the sooner the better becnuBe aomebody to going 
to ~nll up and q1ve it to Vandenburc , 

140 

Llr . Mo.g111 : I looked up my notes and the last time 
we were over there it was t he evening of December llth and 
t:.e President asked whether or not it ..,ould be a good i dea 
for h im to send n message up on the Hill. 

for oe? 
trn , Jr: You are colll1ng throuph Uonday with oomething 

!.lr. Jh!>jill : Yes. 

offer? 
HJJ ,Jr: l!r . Gaston , what do you t hink of t he Hungarian 

!.!r. G.~ eton : I think 1t is very reasonable. Tlut 1 s 
a l:lStter on ,.,filch •·e have t o render an official deo1s1on. I 
don't ~hink "e 'lan l"ive an orf-hnnd i nfor mal decision on that . 
4e have a report to make ~o the President or. that. 

br ou;:ht 
vrho got 

~r . P~s; I have not~ing. 

~r . Taylor: Not~tnr . 

Ur. Gibbons; Nothing . 

HM Jr: Inot dentolly, th~t list which Waeeche 
ov~ '111sh you would f:O over more tully t he people 
!"idea. 

~. Gibbons : I have naked for a breakdown. 

Wu , Jr: You kno'll' ~hat happened last night about 
sending t his boat? About 4:30 Greunlng called me up , and 
(dee record o! corversatlon mo.de last n i ght) and l!r . Hull 
sntd definitely ' I will not recommend that lt go ' 

Mr. Gibbons : I won't make nny comment on the 
letter I &ot from lloore. 
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H<. ,Jr : You remember once before ~!oore gave •;a an 
13-once l etter g iving u s hell about Harold a nd a fter wa1 ting 
s1x~onths ur . Hull ove r-rode him on that . 

llr . Uoham: 
r:~ert1 n. on recovery , 
Acnde CJ o f Pol1 tical 

Your friend s in New York are having a 
(Gave Secret ary a ttached program of 

Science . ) 

l!r , McRc'{nol ds: Noth inr; . 

141 

Dr. Haas: I have one after t h ouvht , ~~r. Secretary . 
cru 1a he:-e t o.1a y on another :JO.tter -- statist ics ot i ncoce . 
A!! r1i".1 t t o bring h im to t his conf erence? 

Hl : .J r : !f he can contr1b•Jt') anyth1 Jll:: . 

Dr. Haa s : Yes, I 1.''l1 nl~ so. 

oOo-oOo 
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TREASURY DEPARTMENT 

IHT&R OII"P1C.II COWWUHICATtON 

o•n l'e bruary 2~, 1938 

•• 
1111011 

Secretary Morgenthau 

lolr. Haa~ 
Subject: Progress report on housing meeting or February 23, 

1938. 

After considerable disoussion respecting tbe scope or the 
probl~ms and the procedu.ree sui table tor analy~;ing the11, it 
wu decided to &!)point tour co=i ttees to prepare prelillinary 
reports ror presentation at a meeting called t or twelve o ' clock 
on Thursday, February 2~. 'rhe subJects a88igned to these com­
lllltteea ·and their me!Dbershipa are as follows: 

(l) Discussion or housing needs with par­
ticular reference to t he various price groups. 
Dr. Fisher (Federal Housing Adminiatration) . 

(2) Analysis or housing commodity prices 
wlth the objective or determining which commodities 
ct substantial importance in housing show undesir­
able price behavior. Mr. Hinrichs {Bureau or Labor 
Statistics) . 

(3) Analysis or the tariff situation with 
respect to each or the co1111oditiea determined to 
have undesi rable orice behawior. Wr. Stevena 
(l'ederal !arirr Coam1eaion) . 

(~) Analysis or the relationshi p between the 
hcueing industry and buaineae cycles, supplemented by 
a survey or the outlook or general business conditions 
with particular reference to the reaction on housing 
construction. Dr. Goldenweiser (Federal Reserve 
System). 

(5) Analysis or the structure or the housing 
construction industry with the obJective or improving 
it. Drs. Ezekiel and Bean (Department or Agriculture), 
llr. Stlhebower (St ate Department) and Mr. Blaisdell, 
(Social Security Board and National Resources Com­
Clittee) . 
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AFTERNOON S£.WoN 

Fridq, Mud. ZS, 3 P.M. 

North &luoom, Hot.! A.tor 

TOPIC 
Tb• p,.,.,MIJ/tn •/Rbi"l S1411d.,U •t um, 

Wuut C. Mrmt&U, P>..U.., 
Proftteor of £co.o.i~ C,..bia Ua~: 

DiNt-tor, Nat._.) 8utu..a of £co.o.k ~: 
p,..;c~oo, of 'I'M ~ of Polokal sa..... 

I. n. Formation and U .. of C.,pit.aL 

Jolaa H. WJ:W.m._ O...n.. Cndnta SclaooJ of Public Adat.ialatrado-.. He"""' 
Ualnnity. 

L ~ Oi..tn'butioD ol W .. Jda aDd l~tco•.e. 

Mom. A Cope_laa4. Euc.vd"• s.c,..,., C:.~~a~nJ Stati.ticaJ S..rd. w-., 
iactoft. D. C. 

). Tec.boloo- aN I~ Voluaa of £.plo,...cnt. 
Job Seo.ii:J.. O..,..ler Corporatioa, Detroit. 

4. C:O.petition or Mooopolr. 

FraU A Fetter. ProfbtOr £me-rit• .. Princatoft Ua..fnr:.;q.. 

Oiec-waioa under tha tan.·nUnuta nile. 

frederick C. MHt., Prof...or of Econom.iee aDd Statieti~ Cola:m~ Ual-­
•an[ty, 

Ad..u..ioa to tha luoc.heo.., m«.tina '"II b. b7 ~ription for 
Loth ••n a U WOMan at two doU.n pu CO'f'tr for 1aoe1ab..n a od 
d.ei:r Pt"r-..a.l ~'~"t.: thr .. doU.r. for noa-~n. Applic ... 
tioa.~ dou.W b. addr....., to tl.e Acee...7 of Political Sdn.u. 
F'ayerw,.ther HaD. Cotum~ Uoi"Hity. Nnr York Cit7 . 

• 
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BUREAU OF THE BUDGET 

WASHINGTON 

JIWI)RANDUII FOR HONOIW!LE !IK!iRI lllRGEN'TRAU, JR . I 
SECRET~.RY OF THE TREASURY. 

~~\ 

At your suggestion I talked this 11orning to Colonel 
Harrington of the Works Progress Administration regarding 
Ur. Foley ' s memorandum of February 19, 19381 concerning 
the conference held in Colonel Jaaea Roosevelt' s office 
on Friday afternoon, February 18. 

The ool.y question that seell8d to "" to be involved 
in the matter ao far as the "llorka Procress Adnnistration 
is concerned, 1a the matter of constructing streets, aid&­
walks , utilities, etc. , by the Works Progress Administra­
tion i n areas whore new housing programs are being developed 
under tho Federal Housing and th., United States Housing Acts. 
Colonel Harrington explained that work of the character hero 
mentioned ia no different in effect froa the work that the 
liP A is already doi.ng in huoclreda of cities throughout tho 
country, He does not see, and I aa iDClined to agree, 
that thare ia any difference bet ween rebuilding a street, 
or a sidewa.llt, or a se•er i.n the canter of a to1m than con­
structing a new stree t , or a new aidewa.llc or a new sewer in 
a suburban area . We have to adnt that any expenditure 
made by the YIPA for labor on pro jects of this charaoter 
"ould be in the nature of a subsidy to the project and that 
the VIP A expe ndi turea on any repairs to oi ty property are no 
110ro thnn " subsidy. 

Inclosure 
(Mr. Foley ' s aeao.) 
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A! l cn 
sprolll: 

u .~.Jr : 

: : 

u.: .. .'r: 

~. 

~ . ·:.Jr: 

.. 

. . -· 

~:: <-'r. 
~ . 
~ . 

~ . . . Jr: 

" . "'· 

•• -· 
;: .. !.Jr: 

r ebrusry 24 , 1938 . 
11; 5? a.m. 

~~!lo. (asi~e) It w~n• t be to1r~ , I ' l l not see 
today . !'-:!lo. 

!Jr. s.,-roul. Go o.het:c:' . . 

Hello. 

H'l!lo , :~r . S::cr ., t c ry , this i ll Allen Spa r l . 

Oo~ m~rnlng. 

145 

IJ?'>d :n?t"Yl l ns . I 1 rn cc.ll1ng up in Burgess ' r.beence on the 
govern!!lent secur1 ty mo.r ::ct . 

Oh yc3. 

A !I y~u ~nor., 1t had n run up ~· c cterd.ay . There 
lO'aen 1 t a ~reat c:'eal of buying, but -;with l'.'hat del'!l'.nd 
tter e r.a:: puE~e~ prices U? pre tty r~; 1~!y . 

ur.-hun. 
Thi s :n~rnine i t ' o :;"~"t l':tth e. little h1Sher at tlle 
o;:-en1ng ::.nt' for t.he firs t coupla of hour~ :mol. n:m 
1t ' c down to ~bout l o.a t ni~ht ' e close . 

I see . 

!lut 1n t he stat. ~ o f th.P. m<>r ket, ::.nC' "'e •re 1nf~rmel\ 
by the dealers tha t the re 111 :;ooe dC"'Fnc a ro•.ll'!d for 
banks . 

Uh-huh. 

:.nd tha t. 1f t hat det:lPnd 1 .1 pre::.::.e~ it r. U l ;hovo 
pr~ces up further. 

I ~ee . 

I thin>: 1t Jnl ght be a goo<l i dea t o - you. would g i ve 
ue cpe::~flc e.uthor1ty un,1er that suPpended c ell1ng 
or<'.er we he.v~ t o oel l a f e¥1 more of t he bonds i f 
·::e ge t ::- chance, Nld !.f the market t. enl\::. t o run •.•.r 
nga1n , cs it c1d yesterday. 

17ell, ::: ' ll t allt it over 11n~ I ' 1!. l et you !".n~r. 
withi n a hclf an hour . 

All r l.ght. Than'< you. 

Thank ycu. 
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RE ROUSitiG COSTS February 24, 1938. 
3:00 P. IJ. 

Present : 

H.:•. Jr : 

Haas : 

H. l . Jr : 

Hiles : 

ll .:.l. Jr : 

!Was: 

r.tr . Taylor 
Mr . Gaston 
fAr , Haas 
l.tr . White 
Mr . Foley 
Mr . Lindow 
lAr . Hinrichs 
Ur . Blaisdell 
J.!r . Fisher 
r.lr , Goldenweiser 
t.lr . Reynol ds 
:.!r . Barton 
!.lr . Bean 
;.tr . Stinebower 
iJr . Cha•mer 
tlr . Garfield (Feder al Reserve) 

Got ever ybody here, George? 

I think we 've got a f ew additions . 

All right. 

tlo, there ar e soce absent . Dr . Lubin is not her e . 

I know - I got a message . 

All right, what comes first? 

I don' t know exactly how you wish to proceed, 
;.tr. Secretar y , with this meeting . I ' ll tell. you 
what we •ve done, then you can choose for yourself . 
1'/e have di scussed t he pr oblem and we set up 
committ ees who ar e to wor k on what might be called the 
"bugs" in t he industry - about five committees : 
One on pri ces , one on organizational difficulties 
in the industry - t he market which hol ds the most 
promi se for increase in construction, etc . We 
could have the Chair man of each of these committees 
very briefl.y tell you - make a progress r eport . 
And our gener al plans were to have a preliminary 
report compl eted by about next Tuesday, if that is 
time enough. 
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!! . •. Jr: 

IUnrichs : 

- 2 -

Well, • . .•. 

And the first - !Jr. Hinrichs i s handling the 
pr ice s ituation, for exampl e . 

Le t ' s hear from Hinrichs then. Is that all 
right Hinrichs? 

Yes sir . 

147 

You had yesterday a l ist of the one hundred eleven 
bu!lding commodities, with their price, , and we 
boiled that list down to a point wheL•e ·:.o ..i-i!l't • 
we ar e likely to get significant results. Abo t 
t hirty-five of those one hundred eleven commodities 
sho~ either a price level which seems to call for 
explanation or a rigidity of prices wr~ch needs 
expl anation. Those thirty-five group themselves 
into cocmodities t~~t have characteristic produc­
tion methods a nd similar marketing problems . 

You ' ve got your til e gr oup, brick group; t hen ther~ 
is an iron and steel gr oup - several of your 
l umber products . 

There nr e al so about thirty-five commodities for 
~rhich it can be pret ty definitely established t ha t 
t here is no price pr obl em of the sort l'1hich 1·.e 
have been tal king about here . The others have 
been excluded froo this list a s bei.ng relatively 
unimportant . 

The pl an that has been under discussi on has been 
to turn these individual commoditi es or commodity 
gr oups over t o commodity experts in the var ious 
depar tments her e f or a r eport on the method under 
which they are produced and marketed, character of 
the costs , technological developments, what 
miGht r easonably be expected - what point there 
seems to be where one could gr ab hold to effect 
s ooething in t he way of price changes, whether 
through agreement or throUGh the action of the 
Federa l Government. 

In addition to the price list we have some informa­
t i on on the importance of the relative - the 
r el ative importance of different commodities which 
in general points to the desirability of simultaneous 
action with refer ence to several commodities r a t her 
than with reference to selecting any single commodity 
for action. 
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Hinrichs : 
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Blaisdell: 
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Let me ask you a question. Take any one of these 
commodities . This committee which you are on -
will it - what will it do with this commodity 
after it leaves t he f actory? Do you drop it 
right there? Is this going to be - are you just 
taking i t up to the point of F. 0. B. Factory? 
Is that the idea? 

Most of these prices ar e F. o. B. Factory prices . 
Some of them are delivered prices . 

But I mean is somebody else &oing to take tha t 
product after you are through with it? 

No, I should think the product ought to be harxlled 
as a product, to be s een t hrough t o the site at 
which it i s bei ng used, as f ar as that can be done 
in the time limits that ore set. 

\'/ell, wha t I Y.oul d like to do is get the r.·hole 
pict ure, then see if it seems to me ther e is any­
thing missing to listen to each person before 
I make any - I mean comment on i t . I may not have 
any suggestiom;. Dut that is r oughly what you 
propose to do? 

Yes . 

All right, George. 

Now, a nother matter that came up in discussion, 
which is an important element in deter mining the 
cost of a home, is the question of certain 
industry practices, collusive practices, etc. , and 
ar. Blaisdell might discuss that. 

I can say, !Jr . Secretary, that no formal r eport 
has been prepared on this particular subject. 
The existence of very definite collusive practices 
is kno•m in certain ar eas within the country, 
affecting both materials and relationships on the 
job between l abor organizations and mater ial 
organizations . This applies to suppliers of 
materials · it aopl ies also to sub-contractors. 
And this question or the extent to v:hich such 
collusive arrangements exist is a matter t hough 
of local consideration. In other ~ords , these 
arrangement s except in a f ew cases do not exist ­
on a nationel scale . 
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There was one outstandi~ exnople "hich r.as 
illustrated in a complaint and cease and desist 
order by the Federal Trade Commiss ion in the 
l ast coupl e months , a pplying to a large corpor a ­
tion of material dealers . The method of attack­
ing t his particular problem would apparently hflve 
to be both on a national scale and on a local 
s cal e . It i s not something t ha t ther e is any 
bl anket pr escription for . It ties in very closely 
with the over-all organization or the industry 
::.1~ is a reflection or the general small scal e 
character of the building ooeration, as <. ell c. s 
the l arge scale char acter of the supplying of 
mnny of the materials . 

140 
~ " 

A f urther discussion of t ha t , ,ould carry us throuch 
to the gener al orga nization of the indus t r y . I 
don ' t kno• r. 'hethcr Dr . RA •· s t ants U!e to sAy 
,.nything about that , or v.hether Dr . Fisher mi:;ht 
better speak to that point . 

:11-··! : I thir¥ you mi ght as wel l proceed , and Dr . Fisher 
cnn come in l a ter . 

r.l.·l.!dol l : Ther e was cons iderable discussion in our co"~ ti \.tee 
cr oup concerninc the advisabil ity of encouracinc 
l ar eo scale construction companies , taki nb a lo~f 
from the Engl ish book in ,. hich l ::.r t;e scal e con­
structi on companies have been organized , and , 
1.ith adequate finnncinc availabl e , have constructed 
t housands of units per compa1~ in t ' ce r ' I!~~ o~ 'l 
ye'lr . There ar e so:ne f nint iooications t~~t . e 
are begi~~ to undertake t~t kind of develo >~cnt 
in t his country . Poss i bly a h~lf dozen cons t r uc­
tion c~aoanies ar e actually operatin& - none or 
t'lem, I v:ould ~;uess , in the nei&hborhood ::'\Ou~h of 
over a thous 'lnd or fif teen hundred a ye~r . 

The Far m SecUl•it y Administration has al so ~:. iven us 
11n examnle of wha t well inteerated design :1 nd 
pl annine r i ght t hrough to the site can do . They 
hlwe given us a very r eal demonstr a tion of llh'lt is 
possibl e in that field . As to the methods for 
carrying out t hat form of organization over into 
the industry , though, I am inclined to think our 
co MJi t tee is still too youM t o ar r i ve a t any 
conclusion. 

Wel l , if' you don ' t; r.ind on t !lat - I y:ould sort of 
like to let th<tt go until the erxl becau~e , t',er e. 
are so nany other groups r.hich h3ve ~or~ca on tnat, 
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and I - I r.ould like to ~s much confine th~s 
thing to prices a s possi ble a t the beginning . I 
.Jean, 7:e may end up :>nd decide t h2 t tht' t i s t he 
thing ,.,e have to do, but a f ter oll , r have listened 
t o tills thing nof. for f ive yoar s and 1·:e haven ' t got 
nny1·. here yet, and front l'•ha t I ' ve listened t o in 
t.he P" s t my sueees tion nould be t o let th."'. t go 
until the end . 

!lor. , tal k i ng v.i th Reynolds and Barton at l unch, 
rro·n Pr ocurement - nov1 Barton says he knows 
peo,le - a concern in Phila.del phin that htt s the 
money 

1 
the Penn 'lutual , hut t here a r e ce r tain 

r easons why t hey h:•ve decided they shouldn' t co 
!nto it . No· .. t hey 1.re t;oine to ~;et the head of 
th· t C'lncern dor.n ~1arc nnd ~·:e hi"' nut d 0 \7!1 -
on- , t•·.o , t'u·ee, f our - 1.'1y t hO)' a r en1 t sta r ting . 
f,nd I thin:<: if "e c ..,uld ~et ~ ;n- n ,-1 t'l the aoney 1 

rll organizee, Pn ore~~z,tion , -~ get hin to 
tell 1S "ThE.Se a r e t·,e r .. asons r hy r:e a r e hesi t.~ t­
in.; to eo" - I mern i t , .. ,·1l C: be he l pf ul. !'nd if 
tlt r cnn through their cont cts f in:l out ~.here 
nnybody e l se - c "\n ftnd nnybocly else t h., t is orgnn­
i?P.d for tnis t'ling • • • • • Barton tal ked Abont first 
t!tis question of collnsive pr actices . I tnin'{ 
f rom tho littl e I h've li~tened the last t'lirty-
s ix hour s t 11a t is n bit; jol• , - ncl i t - this other 
"!tin__ , ·, :1.~t t 'le Ent:l1 sh - re sup~osed t o have done -
if it ' s agreeable to you, I ' d ll~e t o l et t•~ t go 
tm~il the end . 

~. · 1.-U : \''ell , I ' ve S"id my sn~· , 'IS f 'lr as .... . 

• . Tr : Do you agree? 

~1 :~·!ell : QuHe . 

. , . · . . Tr : \'.1\:"'lt? 

!Jl.· lsdeU : Quite . 

:: . • .Tr : Agnin talking to Reynol ds nnd Barton - I :nean 
they knov: v:hat the pr a ctices a r e , bu t no one hilS 
ever yet been Pbl e t o rind out 1~hat the r ul es or 
the game a r e . But t hey have been ~;iving me an 
ear ful , and they would be more than pleased to 
give you an earrul , nnd they 1ll give you the 
actual cont r acts and the situation. I ~ean, a 
contr act just l et for electr ical wor k, just double 
~hat it r.as - same work - a year ago - I ~ean that 
sor t or t i\ing . So 1.f you ' ve got t he courage t o 
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-.._ . d~ll : 

··. · . . rr : 

., : · . Jr : 

15.l 

- 6 -

take on that em of it, why, I think i t woul d be 
rnos t usef Ul . But f rankly - I meAn the litt le time 
I ' ve h&d to l ook into this thi~, it l ooks to me 
t!'rls , comp:-:red l'.i th the mar itime unions , l ooks 
a s 1f the mari time union tni'Y l ook like a pl ayboy . 

All r ight George . 

'i.'a have Dr , Fisher ' s r eport next . I t h ink i n 
addition t o g iving his rcoort, Dr . Fisher i s 
very f amili a r with the Br itish experience, and they 
hc.ve \"Or lced out a way of h· ndling their materia l 
!>rices over there, keepint: them from advancing t oo 
r a pidl y , which I thought :ni ght interest you. 

\,'ell , I just \.anted t.., say - you (Blaisdell) 
unc: ers tand t "u' t Procura~ent, through Reynolds a m 
Barton, is ready to give y..,u Qny exacpl bS th&t you 
\.ant , 'lnd they v:ill get them f or you just a s r apidly 
os you need theta. Actu'll cases, not - I mean they 
~. ill get you cases ri · ht here in the Treasury build­
ing v. here we d i d a repair job - just as mr. ny c 11ses as 
you want of different types of work all over the 
United States . And they will get them very f nst 
f or you . So - I raean I don ' t lrnow what o ther 
sources t her e a r e , but. they can get them - both 
Gover nment am non- govern.aent . They 1:ill c;et you 
n~l you r.ant , 

Yes sir . 

Is '.;h.~ t right, Reynolds? 

I thln'< so . 

i.hat? 

I t'U.n.~ we ca n . 

U l right. Dr . Fisher . 

I 1.as a sked to r eport , Ur . Secretary, on price 
ranges 1~ithin o,;hich building mi ght go f or war d on 
a sound ba s is , and ns t o whether it Slxuld be built 
for rent or for sale . The data neces sary t o be 
soecific in this ca se are not avail abl e , but i t 
l ooks a s if fro::~ cnta r:e rove availabl e thc.t most 
of the building ought to be in the pr i ce r an&e 
un.Uer five thousand dol lars, a nd the f urther under 

the better. 
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Pardon me. 

The building ought t o be in the price range of 
five thousand dollars and under, and the furt her 
under the better - the "ider the market, so far 
as houses built for s ale are concerned . As a 
matter of f a ct, in a number of cities that have 
been surveyed in the last three years i t seems 
that only eight per cent of all the dwelling 
units , o~ner occupied , single f aQily dwelling units , 
ar e reported by t heir ovmers as l•orth more than 

ten thousand dollars, and only twenty-seven per 
cent r1ere reported as between five end ten thousand . 
Mos t of them are under five thousand dollars . 

In the renta l r ange, it woul d seem desirabl e to 
hit again as low a s possible, and tentatively I 
have reported to the co=ittee t hat a rental r ange 
bet\7een thirty and fifty dollars a month r1as 
probably attainable and ~ould certainly open a 
much wider market t han r entals a t a higher r ange 
than thllt . 

L!ay I i nt errupt you? I was sho1·. n this morning 
this r eport of this National., , , . 

Housing Confer ence . 

, .. .. National Housing Conference. \'lho i s it ..... 

Father Ryan: 

I sn' t t lv> t the same? 

I think he is somewhat lo~er than I am. 

But I mean you are f amiliar ••• , . 

The same philosophy underlies both reports. 

Yes . A lot of people in the r oom here are on t hat 
Committee . 

As to the distribution of dwelling units bet~een 
r ental units and units f or sal e, it is pretty much 
a guess as to r1hat should be done because her eto­
fore we have built only multiple f amily dwel lings 
for rent but in 1935 and 136 about siXty per cent 
of our f~m1lies were renting their quarters and it 
would seem to be conservative to say that siXty 
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per cent of our buildings should be built for r ent 

within the next year or two years. 

l'lell nor1, Doctor, if you don ' t mind I thin.'< that 

that - isn' t that just a littl e bit beyond what 

we are trying to accomplish here? - I mean I want 

to - I mean, isn' t t ha t just - do ,.,e want to go 

into that? Let me put it this way: \'le ''ant to 

build a five thousand dolla r house . Well , r1ha t 

I a.'ll trying to do - does i t make any difference 

whether that house is t o be rented or sold as to 

t he cost of the materwa- that go into it? 

No. It doesn't , Mr . Secr etary . It seems to me that 

it r.ill make a considerabl e amount of difference 

a s to the volume of t hat house which can be absorbed 

by the market, a s to whether it is built for r ental 

or sa le. 

~rue , but I want to keep this \', ithin workable 

~imits . I mean I am not goi ne into this question -

.1. mean I don ' t ,.,ant to go into the question of this -

I mean this i sn' t a coordinati ng of housing activities . 

I mean, i f you don ' t mind my talking •• • •• 

Not at all . 

•• •• • What you nre saying i s t erribl y iml'or tant, but 

I just r:ent somebody else - I just r aise t he ques­

t ion, do we at this stage want to go into this 

at all? I mean what difference does i t aoake, if' 

what I am t r ying to get a t is t he cost, r.hether 

the house is goi ng t o be s ol d or r ented? I mean, 

do r:e want to go int o that? Sooe or you people 

tell me . I just wondered . 

I have no defense a t all for my topic . It was 

assigned t o me by the Committee . 

Now don.lt misunderstand me . I am just - I am 

terribly enthusiastic about this , and I want to get 

somewhere, and I am going to get somewhere, with 

the help of you peopl e . Now if we haven ' t got 

t he int elligence to t urn out something, it is pretty 

depressing . But all I can do here is just to say, 

"Let•s uut this off for another day.• And my 

suggestion is to you people that that r.ould be 

something that we may or may not t ake up later on. 

Uy o~n reaction would be that for the time being 

they should use your talents on something else~ 

but - now I ' m more than willing to be over rulea. 
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That is a f actor f r om this vie~~oint I think, 
Ur . Secret ary, that in a sear ch of the pos s i ble 
vrays of controlling prices, t here i s an indicati on 
that that may be r eached more quickly by l ar ge 
scal e oper ati ons , nnd those l ar ge s cal e operations 
nr e dependent upon v:hether you are going t o build 
these bui l dings for sal e or f or r ent . You mi ght 
be abl e t o get l arge s cal e oper ators t hat would 
build them for sal e , but no t eor r ent under a ny 
condi t i ons . 

\'.'ell , that gets back to th:lt other ques tion, 
Reynolds , wr~ch I a~ not ready to take up, and I 
don' t lmo•. \"lhether I \,ant to t ake i t up a t all, 
And that i s thi s thins, \\hether this gr oup should 
go out and t r y to organize companies t:~t are 
goi ng to build on a large scale . I mean at the 
ti~e being rny o~~ r eeling i s I don ' t want t o get 
into that. This t>U.n::: th:lt we are taking on -
I mean prices and collusi ve - these combinations -
are so vast, and it is going t o take al l of the 
backbone that we have all got t o s ee i t through, 
so I just think that that - I mean ther e are lots 
more days and ther e ere l ots more other peopl e . 
But I ' ve seen s o many or these coordinating co~aittees 
on housing go on the r ocks , and I ' d like t o keep 
this one from going on the rocks, s o if you don ' t 
IO.ind , Dr . Fi sher, for the time being I would like 
to postpone that . Is t hat all r ight? 

Yes . Quite all r ight . 

And you get him (Fisher) to - if you are l ooki ng 
for t:orl ds t o conquer , I mean, ~;et i n on this sub­
contr actor thing or something like that. 

Vlell, l et ' s go ar ound the roollt and v1e ' ll. s ee agai n -
Haas , who el se? 

Well now .. . . . 

Vlayne, ar e you with me on this? 

I think it is essential t o concentr a t e on the "bugs . " 
Until you can get an agree,aent on what is wrong 
why it' s - I think i t ' s wasting everybody ' s t ime 
to t ry to correct them . 

riell , I mean you don ' t want t o look - I mean you 
don' t want t o go into t his? 
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Not until there i s agreement a s to r;ha t the 
difficulties are . 

Do you agr ee with me? 

I do, i ndeed . 

All right. Thank you. 

There is another Commi ttee . What the group 
endeavored t o do, Llr . Secreta.ry, vtas to cover more 
or less the whole fi el d nnd then do jus t a s you 
ore doing now. \'le wanted to make sure t he fi eld 
was covered in the way you ,·ere looking a t it . 

\','ha t else George? 

The other t•:o committees , one of them headed by 
~ . Bean, t ook up the question of industrial 
organizati on of the industry nnd the question of 
why progr ess hadn't been made in the constructi on 
i ndustry t ha t had been made i n other industries , 
such a s the automobile industry, which had the 
advant age of l a r ge s cale production, and so on . 
And part of t he r eport , a t l eas t some of it, was 
gi ven by Mr . Bl aisdell , nnd he made some sug"es­
t ions for setting up l ar ge scale cor porations , ' so 
I don ' t ~<nov; \'lhether you \.an t to hear from 
Ur . Bean or not . 

I am always gl ad to hear from iir . Bean. 

155 

The oar t of t he r eoort ,·.hich hasn 1 t been t ouched 
on deals ~;i th the very thing you h:J.ve been setting 
off until the l ast day. This is the very l a st-
day subjec t . 

\', ell, let ' s hear it anyv:ay . 

I think I can per haps save time by readi ng the very 
l a st page of this , because the firs t page t ouches 
on the British experience and on the experience 
of the Far m Securit y Administration, so if you 
don ' t mind, I shall just save time by reading a 
page . 

Please . 

Regraded Unclassified



Bc:ln: 

- ll -

"Possi bility of establi~hing a l arge American 
corpora tion or pos sibl y several l ar ge corpora ­
t i ons to engnge in mass pr oduction of houses . 

156 

"A number of the buildi ng mnt crials supply concerns 
h.we studi ed the English exper iments and are 
int er ested in t he possibili t y of a similar develop­
l.lt•nt in this count r y 11hich micht greatly increase 
the market for their products . One possibility 
I' ould be to arrant~e for a numher of l t>ading 
concerns in the buildi ng suppl y field to put up 
the capital to est abli sh a l ar ge building corpora­
tion in this country. This mi ght include concerns 
~uch as the United States Steel, the Atla s Cement , 
tu.1er ic:m Radia tor , l'leyerhaeuser Lumber 1 '<ennecott 
Co?;>:>er , Bri ggs Plumb in~ , smd others . It 1;ould 
probably be desir abl e to have sever al competing 
c ·ncerns in e~ch line p~rticip~tinz in the capital 
for such a corpora tion, so t~t it ~ould be under ­
stood it ,,as not pl edged to use the pr oducts fro1n 
any one of them, but could buy on the best ter;ns 
availahl e . 

"Differ ent procedures mi cht be follov.ed i n taking 
up 1.lth these buildi!l£ 1na terlal concerns the 
possi bilities of their get t ing toge t her to set up 
n l ar ge scal e buildin& corporntion to enter this 
fiel d . One 9ossibili ty v;ould be t o r.~a'le 
contact indivi du'l. l ly I' ith men in each concern a nd 
the idea discussed v.ith them ot firs t , and af ter 
obtaining t heir r eaction :lS to the f easibility or 
the pl an, r epr esentatives or each concern ~i&ht be 
br oU&ht t ogether to discuss the idea further with 
appr opriate people in the Gover nment . 

• second , the heads or each concern might be called 
toeet her, oer~os on the invitation or the Secr etPrY 

of the Treasury, . and the idea explained t o them 
briefly . If t hese hends agx· eed on the advisability 
of or ga ni zi ng a building corpor a t i on, each would 
then designate a person from his concern to discuss 
the ma t ter fur ther l':lth representatives of t he 
Government agencies concerned, as to the possibilities 

or action. 

"If either pr ocedure ,,ere follo,.ed it would be 
necessary to have the entire matter handl ed on a 
confidential basiS, with no public discussion or 
the par ticipation or the Federal Govern~ent in 
negotiations, so as to prevent any undesirable 
reper cus sions from t he established inter ests in 

Regraded Unclassified



!!. :J •. Jr: 

Taylor : 

H. :.l •. Tr : 

Taylor : 

II." •. Tr : 

Raas : 

157 
- 12 -

the building in:iu.s try, or o ther s , until the proposed 
organization actually had an o pportunity t o get 
started an:i under way . 

"Final ly, if it were found t ha t pr ivate capita l 
r:er e unwilling to undert ake the job on its o'm 
i nitiative , it mi ght be possi ble that t he Govern­
ment could a id t o some extent in providing the 
capital f or the necessary or ganization through 
the Reconstruction Finance Corpora tion or o ther ­
wise . Discussion such as that outlined above 
would be necessa r y to deter JDine whether or not 
such Gover n:nent aid v:ould be needed in order t o get 
a n organization or t his kind going." 

\':ell , again, 1t is a most worthwhile idea , but 
I don ' t know whatever hA9pened to that committee 
that Ur . Eccles was on, a nd he brought down - who 
was it, the President or the Banker s Tr ust? 

Sl oane Colt . \'/ell , well , that's - t he 9r esent 
F. H. A. Act r esul ted from that. 

\'Jell , they had this in the Gener a l Elect ric. No? 

I t :Unk they ~.ent thrOU!lh t he process or putting 
that aside and concentr ating on the F. H. A. Act 
1tseU . 

I see . 

Well, if you don' t lllind , for my purposes I would 
like to postpone that , as I say, and just concentr ate 
on this other thing . I am not - tba t is not 
s aying it is good, bad , or indiffer ent, but -
we may come t o that, I don't kna• · Because I r eel , 
t he little - just the smattering I have had or 
this thing, that the reason v;e have all been talk­
ing about doing that sort of thing is because r:e 
have never been willing t o race the problems which 
have grown up in the industry a nd which have made 
the costs so high, and because we are not willing 
t o f a ce the1n

1 
I think we have all been trying t o 

do 1t - go a.round and a r ound rather than meet some 
of these very difficult probl ems in the industry. 

George? 

Dr . Goldenweiser gave a report on the oresent 
economic position of t he constr uction industry. 
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It is - the gr ou p thought i t to be important 
because an industry may be so situated that it 
wot~dn 1 t be at a ll r eceptive to a ny move to 
increase produc tion. In other words , an investi­
eation of the statisticnl position. So he r eviewed 
the positi on. Mi ght do that nov; , if you'd be inter­
ested . 

Gol•'en · eiser : Ur . Secretary 1 I don ' t knov· Ylhether you 1d l'lant 
to take t he time to disc•lsS backgr ound material . 

:t . ·~ .. rr : 

I might just say th·\t my generc l concl usion j.s 
th~t the industry nt t his stage i s in a position 
t'.!1ere a stiJJlulus f r om better relationships 
between i ts costs and rents 11ould be likely to 
have r esults ; that th~ building industry does not 
al\':ays cove in the sane relationship to other 
industries . 

In the 1940- 1 21 situ"tion, it was buildi~ thet 
pulled us out . (Illustra ting fro~ chart . ) 

v:hich is building? 

Gol ;on•.e.Lser : Here . The rise of building pulled us out • • .•• 

How do you know? 

CoL~-: eiser : •.••• in thllt period . And during t:".is period 
we •ve go t a situa tion vhere building l anguished 
while busi:le&s was going up; and at this t i l!IC ,.,e 
hwen•t got as propiti ous a situation as we hed 
then, because t here isn' t the sane income, there 
isn't the same shortage, a n:i there isn' t a s good a 
price structure, but ther e a r e enough of those 
circumstances ava ilable so t h3t it would look 
as though building , ,,ith soone stimulus , 'i\ould be 

:! • :.~ •. T:· ! 

likel y to r esume . 

\'/ell, does your stati stical oosi t ion show that 
rel ation of prices to r ent s :. 1 hich f/ould come up 
And wi".ich would go down? 

Golt:enweiser : Vlell, it isn' t on this char t , but we know that 
the prices a r e up a whole lot more than r ent. 

H. ~ . Jr : I see . So prices either will have to come down 
or rents go up? 

Gol uenwei ser: That's right. 
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s:t.Jr: Huh? 

Golderw•eiser: That is correct. And or the tr1o it would be 
more desirabl e t o have prices go doun at this 
stage because r ents going up would have a 
11m1 ~ effect on demand. 

H. ! •. rr: Well then, Dr . Goldenweiser, in this search for 
certain commodities v;hich are too high - I mean 
we are - from your standpoint, that i s the right 
angle to attack this thing from? 

Goldem.e~: -I think it is t he r ight angle . To find o 
·co.IIL1odity or gr oup of com.noditi es which constitute 
a sufficient part of the picture to be a n i mnortnnt 
handicap, and see v:hat can be done about it. · 

1:. ~ . Jr : 

I am sorry that I mus t add that my om1 r eelint. 1S 
t :1at rapid pro&r ess in t he inmediate s ituation so 
as to help us out of this slump is likely to co~e 
only if we do ge t some l a r ge scale undertakings, 
~hich you have postponed discussion or . I don 1 t 
think that you can ma~te enough ;>rogress . I don't 
want t o say that positively, but I mean I just 
have hes i tancy . I nm very much in favor of havlng 
the industry t ackled in the way you say . 

Industry v;hat? 

Goloem.eiser: To have the vrr.ole problem of the industry 
tackled and s ee wha t is wr ong rrith it and 

ll . · ; . Jr : 

wha t rockets have gone up a nd which price abuses 
exist, and see what can be done to eliminate t hem. 
I ao heart arxl soul in f avor of t hat , but I am a 
litt l e doubtful , in QY own mind, whether t he 
results that you :' r e goiO£ to get out of that are 
going to be helpful soon enough to help us out of 
our present slump. I hope so. 

\'lell, I think you know my attitude, that I don't 
think we can do one thing alone . I think we may 
do a dozen things ~.hich in combination may do it. 
\'ie d id f our last week. 

Goldem-.eiser: Want to do everything 1·.e can. 

u. ·~ . Jr : 
\'le did four thingS l ast week, a rxl maybe t.e can do 
a half dozen more . Uaybe we can get the old 
machine going agai n . But I am not looidnt for one . 
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Gol t e iSer: No. 

" · .• Jr: 
I t' inec this is one if fie c::n do it but it t :l'tcs 
• lot of things . ' 

G<Jl~t • L'Her : Well , I am in agreement 1.i th th:1 t , Llr . 
Secretory. 

,, . .• Jr : I t'linlc i t t Rices 11 lot of thincs . This isn' t an 
e:-~ sy one . This 1:' one of t he most d ifficult 
Lhin._s I !'>.ave ever t oc ld ccl . I mean the little 
I h~ve listened so f a r , I don ' t !mo1 of anytlling -
Ff tcr all, t he Prcslcl t .t <as been trying to ge t t~~s 
t hing done f or f lve years without any success . 

Col chH: It is enor;:lOusly d ifficul t , but it is not 
insu,..,r :-bl e . 

I .• c&n so f nr , to d:: tc , :;ou 1 ve ~ot to •c!Jli t ;.e 
~ ve f oiled - t hst i s , t o £C t pr ivat e capit~l 
to do it . 

~!011 Georg", \ hr. t e l se? 

Those ~re "<11 the commi t tccs , 'lr . Secretory, but 
Dr . Fisher , in discussion, b r oueht out a devel opnent 
in Engl a-rl 1,hic h he pointed out made possible t he 
development of these l~rce scale enterpri~e~ , but 
in t hat discussion hr, indicated hoY En&la-rl h'ld 
r:1et SOJle of t'lcse diff icul ti• s t.e ~re confr ontc.d 
t.ith , for instonce , t hese r ockets , ~nd hor: t hey 
;,e;>t prir es fro:~ goint: up , :.md so on, rr~e!1 I 
t~~ucht you ~Ght be inter ested in. 

In 1924 the English Govcrnoent projec ted c l :lr&e 
building progrmn, l a r gely a public housing 
prot;ram. I n order to lceop prices from rising 
a s t hey bz.d in 1919 to 1 21, they a ppointed an 
Interdepartment r. l Committee t.hich met t•:i th both 
l abor l eaders and 1'. 1 th the buildi ng materiel 
dealers ancl manuf acturers and they enter ed into 
an ,.gree:nent that prices v:ollld not be r aised -
of build i nG mr t erials - 1f the Government y;ent 
ahead 1;1th that pro{;rc.m, ond that ther e ;-;ould be 
no jurisdictional disputes or str ikes for other 
reasons in t~e buil dine t r ades . Since t~t time 
they haven ' t had n strike in the building t r ades 
and prices have r i s en only sligl'.tly 11ith.in the l ast 

tY.o or three years . 
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\';hen t'>e threat of the price rise cones, this 
Inter departmental· C~Jittee publis r es t he facts 
and hauls the manufacturers and distr ibutors of 
particular co~nodities before t he Commi ttee and 
c;uesti ons them on r:hy prices a r e rising; and if 
they f eel it necessnry , they threaten to lower 
the t ariff on those commoditl.es through the Board 
of Trade am i n1por t the commoditi es from European 
countr ies . That has been done a time or two and 
it has succeeded in keepine the price leve l down. 

l ire t do they ca ll t his CorJJlli t tee? 

Th.'\t is an Interdepart~1ental Committee on Prices 
of Build i ng ~aterials . 

\''ell, i sn' t t ha t v.h.'\ t , .. e a r c sor t of groping for 
her e? 

Yes sir . 

\',h.'\t? I sn' t thlit 11h:l t , .. e are sort or gr o9ing for 
right here? 

I t seems so to me , yes sir . 

And if i t 1ror ked over ther e , I think all 1·•e could 
get fr om them v:ould bo most helpful. I mean if 
there is so:ne one person who i s sort of manager of 
t h<it , I wouldn ' t hesitntc t o ,·,ire him t o COlle 
over her e , if you ~mor: rho the fello1v is that 
o:::kes t he T;heels go ar ound . 

, s~ 
!. "-" 

\',ell, I think I hnve it in my office . It would 
be the Chairman of t h.'lt Interde!l<'-r tmental Coamittee . 
I have t heir r epor ts, which a r e issued every yenr . 
I think I c:::n find the name . 

\'/ill you? 

Yes sir . 

Because if t hat is the man, I wouldn ' t hesitate 
t o ask him to come right over . 

Of course, it is effective there because the Boar d 
of Trade has almost a r bitra r y control over tariffs . 

v:ell , so has the Pr esident, r. i thin the limit of 
fifty per cent. 
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There are certain restrictions on it ~:bich malte 
tha t power much less effective than it appears 
on the surface . There hnve to be public hearings 
and they. tmve to fincl a difference in t he cost of 
production SlCh as to make possible a reduction 
in the t ariff , whereas , in most investigations 
r elating to materials on hand they are apt to 
f ind that t he cost of production is lower abroad , 
and therefore the evidence 1·.ould point to an 
i ncrease in the r ates r ather tP~n t o a lower ing 
of r a tes . But ther e still r emains some l a t itude 
in •~hich he can operate, bu t not nearly a s much 
·.s England has . 

But v.e haven't begun to use the pot.er s we h:we, 
and ap~ly t hem to a particula r industry . It ' s 
neve r been done . 

tlo, never definitely luis . 

\'.ell , Dr . Fi sher paints , I t hirr<, a pic ture of 
exactly what I t hink 11e mi gh t hope to atta in 1•. ith 
thi s group . No¥: t hi s thing for instanc& - ho•: 
a r e you go i ng to l'lorl< this thin£? \':here is the 
State Depar tment going to come in on this? I 
mean you ' re going to r ef e r certa i11 pr ices to 
t hem? Bo1~ a r e you goinc to v. orlc t!U.s , Mr . HinrichS? 

\'!ell , I ' d l ike ver y much to see a sub- committee of 
this larger group es t abli shed consisting of a 
r epr esentative of Tr easury, State Department , and 
the Tariff Conmission, and I think the Federal 
Trade Co."'llllission, to r eview the particular com­
modity reports and steer the individuals 1-:ho are 
,,orki nc on them. I think tha t t he job of a 
particular cawtodit y r eport is one v.hich can be 
done in a hurry much better by a singl e individual 
collating v:hat ma t eriols t here are in V!ashington 
thon by a Committee , and t hn t the Committee ' s 
function s hould be that of seeing that each 
individual produced t he information on t he 
different k i nd of points that are wanted . And 
the State Department would probabl y be i n a posi­
tion t o furnish some information in connec t ion 
v.ith those commodities. 

Vlher e the State Department 1·.ould come in, !Jr. 
Secretary, would be after the commodity has been 
studied and it haS been decided that it is too 
high and it bas been further pointed out t hAt a 
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possibili ty lies in securinb a reduction in price 
by either a threat of or a n actual reduction in 
duty. The r eduction in duty may take two forms, 
either by Presidential action, such a s you sug­
gested , or by incorporation in a trade agreement 
I' h i ch is under the aegis of the Sta te Department . 
And that is •1.here they would come in t he picture, 
if they could help in bringing it about either by 
promise of or a threa t of or ~ctual inclus ion in 
some trade agr ee1nent of t he particul ar cotrudodity 
under considera tion. 

\'.ell , ,·:hat this thing boils i tself down t o today -
I \.ould say tmt t his really divides t>rl.s thing 
into two groups . One is going to study t he prices , 
re r err ed to the individual, and the other group 
·. ill l':or k on the pr actices in the industry . Now 
does that make sense to the rest of you, huh? 

I thin:< there must be one further as]lect of th'l t : 
For your o~:n information, af ter both those com­
mi ttees have gone over the preli~inary gr ound, 
!JOSs i bl y ·;. i thin n wee\< or less , that the !lll\tter 
will be discussed in the general committee and 
some measure of the possible reducti on l':hich may 
result from the activities of both, be submitted 
to you so tha t you will kn0\1 just what you may 
expect and when you tn"Y expect it, whether the 
action is reouired v.ithin A month or t wo or three 
or six or a year . So t ha t might r equire a third 
possible commit tee . · 

\.ell , I 'lm more th'ln pleased, 1f it isn' t crowd­
in& you gentlemen too much, to meet again Tuesd~y 
afternoon . Today is Thursday . \':ould that be 
crowding you people too much? I :nea n, I ' m so 
interested that even 1f you haven ' t got a polished 
report , if you ' d h~ve somet hing - just so tha t 
I'd be keot informed , and make whatever contr ibu­
tion I can . Crowding a litt l e bit? 

lll., i stlell: You set the time , t.lr . Secre t ary . Vie work to 
i t . 

H. ~ . Jr : 
All right . That sounds like good spirit. v.ell , 
we 'll say next Tuesday at three o ' clock. Is that 
a good time in the a fternoon for you peopl e , huh? 
Is t ha t a good time? 
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11ell now, I' ve asked Sears Roebuck, who I gue~s 
are the - they and ourselves are about the biggest 
buyers of building supplies in the country, if 
there is one man ~>ho does - 1vho is the buying 
br ains of their building material, and r.hether 
they l':ill detach him and lo.:> n him to me, ar.d they 
have agreed to do that - just det~ch him and let 
him stay here as long - and if I get hi m I •ll send 
him to you (Blaisdell) . But betv.een thet man, who 
I suppose i s the biggest - I imagine, I don ' t know 
,.·ho buys more , they or Procurement - but between 
them, if you want t o know the price on aey p:-cr­
ticular a r ticle you can get it. •::ret? So I mean 
,,e ~re no t f ooling ourselves a s to 71het the day­
to-day prices ~re . 

He rould b e available to both Coo::~ittees, wouldn't 
he? 

Oh yes . I f eel encournged . I don' t kno1. ho; you 
:o . At l east it is ta~<int: shape . And if anybody 
r.ants to consult betl',e .:n no·. 'nd Tuesday, I Am 
Pvailabl ;; . If you just wont to dr op in r.nd t&lk 
the thing over, I am available . Thet goes for 
Saturuay and Sunday t oo, because I am tremendously 
interest ed , and I •ve kept r cvie"il'lb - as far as I 
kn01., I don ' t think the Admi nistration hes ever 
approached it from this D.llblE' before . 

And I have still boon able, uith the help of 
:.1r . Gaston, to f ool th<: ne1·.spaper tJen as to 
what •. e a r e doi ng . I dun ' t \tnov. hor· much longer 
1 e can fool them. 

If 1 ord gets out and if they believe it - of c o.>urse 
t he second "if" is very large - thet t her e is 
any ~rocedure 1·.hich \', ill r esult subset;:uently in a 
redt\ction of the cost of housing, you mi ght get a 
curta ilment of housinG r1~;ht n01~ . Thet is ,.,hy it 
would be highly desirable insofa r as poss i ble to 
keep the •;,ork of this co•nmittee perfectly .:,uiet . 

Yiell thet i s whet Mr . Fisher and I decided a f ter 
t he i ast meeting, that ,, e didn ' t want to let it 
o~t. I talked it over \'.ith Fisher and asked him 
t o stay behiro . \'le decided it was most important 
not t o, so "e don ' t get t he same psychology t he 
automobile buyer haS today : That the)' are waiting 
for l ower ;>rices . So we'll lie like gentlenen . 

Regraded Unclassified



'['c·ylor : 

1" • Jl' : 

. . . . . 

1 •• • Tr : 

.. !tJ. 't• : 

' · . Jr : 

·, •ute : 

. . . Jr: 

!G5 

- :>0 -

There is one possibility, ~lr . Secr etar y , br eaking -
I thin.~ inst ead of trto gr ou ps i t might well break 
into three . One is pr ices; tf:o is pr ac tices , the 
tl-.ird v1ould be organizn t.ion; because organize tion 
of the i ndustry, going all the way do1.n the line, 
1·:'1y , 1 t seen!; to me is \/Ol' thy of a separ ate D tudy . 

Th:lt is all r i ght . Or gonint tion. That 17\lUl ci.n t t 
corte under pr a ctices? 

I dnn 1 t thin'< i t '· .ml d necessarily . 

Good d<lal of overln;J:->inc , Lut still it is suffi cient •••. 

Ther e is going t o be so:ne overlap all the 1·;ay 
through , b·tt 1t see ts t o oe th:: t is :: logica l 
d i vision by itself, becouse t hen you con tac!< on 
t l-ese various other topics under t he organiz~tion 
t :Ung <' t the end r ath .. r t h:m unde r the ~ractice end 
or the pr ice end . t .nd it is - I thin'< it is a 
logical t e r minus f or t hese other nctivities . 

·,.ell, ·."hat do you peopl e think? 

I would like t o maxe a plen for t~t on this bt~si:; , 
ttr . Secre t a r y . Th!lr(, is r f oelinc here thslt t ents­
tively surveying t he fie l d - t hn t the amount. th~t 
you :nny be nble t o :~ccoMplish through t.hese mensurPs 
in ? brief period m• y l, c l ess t han 1-.e v:ould lil<e 
t o s ee , a nd th."t \?e r.ould not like to give up the 
possil, ilitY of goin!' f or>.ar d .. lth ott,e r things ot 
the sa:>e tir..e ~ hic h ".l"Y not yie ld results until 
six months or & y o:o r fron no1·1 provid il'lb it doesn

1 
t 

interfe r e ,-, ith t •w ork <hieh is going forward on 
prices and on collusive ?r~ctices . So t ....-t • 'J.-. t 
Co:mittee •:ould be in e. oosition t o envisage the 
possibili ties t hA t l ay in t h? t direction, so you 
1 "u.ld hslve a picture or • .. h~:. t is possible not 
nnly v ithin the next. coui)lC mont hs b•tt 11ithin 
the next six months at~ n year . 

v:ell , v;ho i s best equipped to take thnt? 

Let Dr. Fisher . 

All right. You •ve got - d on ' t \·.ant to leave you 

"Co~mitteeless . " 

All right . That "ill be fine . ~!ov. 11hn t other 

suggestions? 
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Incidentally, Dr . Fisher, those pric es which you 
gave me - I mean the volume of business - you say 
Friday, but when do you get those? Do you get 
them Thursday night? 

llo, ,•;e get them Tuesday , as of close of business 
on Fr iday . 

\"/ell now • •••• 

The figures I gave you as yesterday 1 s wer e as of 
close of business l ast Fr iday night . 

So ther e Y:on 1 t be aey mor e until next Tuesday . 

llext Tuesday . 

Have you (Foley) got any br ight idea? 

(Nods "No. ") 

Are we overlapping v:ith aeybody? I mean you 
attend a lot of these meetings . 

Everybody ••• •• 

Pr obabl y everybody her e i s on at l east four housing 
committees . 

Are we overla pping? 

No, I don ' t think so. 

That ' s >.hy I didn ' t ~ant to go into ••••• 

By lim ting here t oday the way you have I think 
you are concent r a tinG on a f ield that none of the 
r est of them ar e working in. 

This is a unique ••• • • 

I don ' t want to overlap . l'ie 1ve all got too much 
to do. You go t o some of t hese meetings - this 
got anything t o do y;ith underpasses? 

I think it i s unique because you ar e r eal ly t rying 
to fim out what 1S r:rong v:ith it. 

\"/hat? 
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I t hink i t is u.nique becau~e you a r e r ea l l y t rying 
t o f i nd out v:hat i s riTong v. i t h t he i ndustry . 

I thi nk so . 

All the r est of t hem a r e super i 111posing some t hing 
on t op of \\'hat may be undernea t h it. 

Has t he Bureau of Standar ds got a nythi ng? Do you 
(Reynolds) know? 

I don' t t hink a gr eat deal. They have been making 
some t es t s under a n appr opr iati on of a hundred ~nd 
nine ty thousa nd dol l a r s on ~terials , but they 
don ' t go int o t he basic t r oubl es . 

Put'due - i s it <>urduc Universi~; that is doi ng t he 
\.Cork - have t hey got anything? 

Purdue? 

Yes . 

No t tha t I lmow of . 

How about t hat woods products out ut '.':is consin? 
The labor~tory ••. • • 

. Jr : \'.'hat ? Does ~r.ybody '<no1·.? 

l isoell: 7hey ~ve so::te construction exneriments dea l ing 
~ ith ?r tfabr i cation • 

.. rr : l ell , r.-e don ' t I'. ant a •• .• • 

1 j,·dcll : \' o<>d p~nels , th.'t ldoc of thin& • Ther e have been 
a f e;-, houses . 

Llnl01, : 

L'r<I OY : 

'' •. I . Jr: 

Either Pur due or Butler, l 1 ve forgotten which -
tha t • s the Ex- Genernl Counsel of F . R. A. , Wa tson • • • .• 

• • • • • I': a s there for a time . Not t here aey more · 

I thought they v.ere exper i menting v:ith pref abrica ­
tion. 

t:eu, a t t his stage I don ' t 1.ant • • • • • 
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They a ctua lly buil t t her e , ~. Secretary, 
a number of ty~es of housing, soce of then shop 
f abr icated - poss i bly ten houses - but they v:ere 
buil t unaer r ather artificinl conditions . They 
started out to build a five thousand dolla r 
house and when they r ound out that the contra ctors 
didn ' t bid five thousnnd dollars on a house trot 
they thought t hey ought t o get for t hat amount , 
t here v:as a lot of finagling . Th.<t t is at lea st 
oy i mpr ession. Some of t he other gent l e men here 
·n•y not concur in it . But i t did occur t o me, as 
I sav: "hat they did , th."\t t hey tried to make the 
foot f it the shoe, ratl~r t han the other way a round . 

\',ell, I 
?urdue . 
el se . 

r aised it only because you asked abou t 
I don ' t thi nlt t '1£y are doing anyth.ing 

I ·::as just \·.onder int , th.~t • s all . 

I 'll be glad to see you peopl e Tuesday. And if 
anybody gets anything bet1:een nor: and Tuesdny , 
why, I am on call. And I tl'l.."ln.l{ you all for your 
effor ts . 
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To l!r . Lubin 
Fro~ A. F. Hinrichs 

U.S. DEPARTMENT OF LABOR 

WASH LNGTott 

February 24, 1938 

r.~: Prieeo or building u.terials questioned for level or movement 

1926 = 100 

Low in 118,7 !lay Jan. 
(1929) 1951-34 1958 19:57 1938 

T!LS 
Croup I , Standard floor tile ••• 97.S 66.7 101.0 101.0 101.0 

IV, Dra.i.n til e • ..• .. . .. .. 92.S 58 .2 89.S 97. ~ 97. 5 

VIII, Holl~ building block 97.1 57. 5 89. 9 99.9 90.0 

oRICK (exanine in i nterests of general costa) 
Croup I , Fire c18,7 straights • • 103.6 84 .~ 108 •• 125.€ l25 . t' 

I , Silica standard ...... 104. 9 85.4 109.8 125.1 125.1 

VIII , Common ' ••••.• • , •• .• • .• 97. 9 76.4 ea.:; 91 . 2 91. 2 

(See contrast with 
tace brick) 

C!:'n NT 
-aroup IV, PortlMd ......... ... 91. 8 74.6 95.5 95 . 5 95. 5 

flllSTFR 
Croup I , Bu11di.ng ple..ster •••• • 70. 8 100.0 125.0 125.0 125.0 

VI , 1£all board ..... ...... 82.8 69.0 75.9 75. 9 75.9 

~PIIALT 
Group I , Asphalt •• ••• •••••• • • • 100.0 66.7 100.0 100. 0 100.0 
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Low in ...,. ...,. Jazt. 
(1929) 1951-U 19M 1957 l9S8 

!WI A!!D STEEL PJ!QD!!C'!S 

Group I Structural steel 98.1 77.ll 92, 0 114.9 114.9 

III Steel reinforc- 101. 6 70.15 99, 8 126.1 120.1 
1118 bars 

I Nails 97, 0 89.1 80, 0 105.6 105, 8 

I llood screws 118. 9 80, 7 107, 4 155. 4. 156,2 

I Caat iron pipe 71. 4. 54, 9 88,0 105.2 10!5.2 

I Terneplate 95. 2 74.4 86. 5 94, 0 • 102.6 
(? importance) ~ 

VIII Bleck steel pipe 100,0 79. 5 8s.s 96, 2 96.2 

VIII OalY&nized pipe 100,0 82,0 82, 0 94. 0 94. 0 

I Range boilers 98,7 91. 5 85, 4 W ,4 12!5.4. 
SO gela. 

tl Radiat ion 118,1 68. 6 9&.1 99, 8 104..8 

LU!IBf!! A.~p ~!l!ZlR PRO!!,!I<IS 
Group I Cypress l1111ber 86,0 68, 8 92. 8 102,4 102.4. 

I • shingles 98,7 55.8 94. 4 108. 4. 108.4. 

? Cedar • 110, 2 82.4. 117. 4 135.6 us. 7 

III • l1111ber 92,1 86,2 77. 9 107.1 101.2 

IV Lath-Douglas fir 8s.o 55.6 97. 0 97,0 97. 0 

v Yellow pine noor-85,1 56, 8 80. 8 98, 8 94,4 

1118 

' Napla hard No,l 98,1 « .9 8s. s 98.8 97. 0 
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JllLLf.ORK 
- croup III, Doore-wbite pine • • 101.6 

III, Yiindowa&eh-wbite pine 100.0 
? , Frame• door • • • • • • • 98 . 1 
? 

1 
Frame 1 wi ndow • • • • • 96 • 2 

SIJlD AND OSAVJ;!. 
Group I, Sand • . •• • . • • • • • • . • • . • 92 . 5 

?, Gravel. . ............. 96 . ~ 

P~niT ~·;n PAINT JU<TERIALS 
Group ? 1 Outeide white flat • • • 99 . ~ 

? , Roof and barn, red • • • 100.0 

Low in 
19M-M 

7&. 0 
62.5 
75.0 
77.~ 

81. 9 
8o.s 

70.8 
81. 5 

llq 
19S6 

e..1 
93. 7 
78 . ~ 
79,, 

llq 
19117 

121.4 
128.7 
106. 2 
103.0 

lan. 
19118 

106. 8 
uo.o 

9S.2 
9S,O 

98.~ 102. 5 104. 2 
90.2 ~.0 94.7 

92.0 92.0 92.0 
94.e e..e e..e 
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PrepAred by Mr. Henry C. Murphy w1th 
the eea1at ance or Mr. Sidney Tickton 
~nd Mrs. Merion Wadleigh 
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TREAS URY DEPARTMENT 

INTC .. orrtCII COWWUNICATION 

DATo Februnry 24 , 1 9~8 

YO 
Secre t ar y Morgenthnu 

~.p 
Subject : Reserve requirements of count ry banks 

The reserve position of country banks i s, at the present 

t ime , at l east as easy a s that of reserve city and central 

reserve c i ty banks. An increase in the diff erential between 

~·erve requirements nt central reser ve city banks, reserve 

city banks and country banks would , from viewooint of broader 

theory, weaken our instruments of monetary control . A 

di fferenti al lowering of the r eserve r equirements of country 

bnnA:s at the present time would, there t ore, ap!)ear to be un­

wi se, even had the Treasury the povte r to put it into effect. 

'l'h1s 1s.....!£ithout oreJudi oe to the desirability of n general 

lo;,ering or reserve r eouirement s. 

The Treasury could shift its deposits eo as to have a 

aigni f i cant monetary effect only by t he abandonment or the 

policy hi t herto t'ollo\Ved wi th re spect to the 11ar Loan Account. 

Such an abandonment would involve a complete reorientation of 

pol icy end would encounter grave admini strative di f f icult i es. 

It might subJect t he Tr easury to severe crit icism wi th r espect 

to its choice of individual depositaries. In view of these 

di f:icul ties and the conclusi ons r eached wi th respect to the 

reserve oosition of country banks in gener al , we recommend t hat 

no P.t t empt be made to assist such banks by the transf er or . 

! reasury deposits . 

I 

Prior to August 16, 193b , member banks located in central 

reserve cities were required t o maintain re serves or 13 percent 

or their demand deposit s , those located in reserve citi es 

10 !)ercent or their demand deposi ts, and those located 1n other 
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Qleces {country banks) 7 percent or their demand deoosits. 

A 3 percent r eserve wae required tor time deposita lrre­

s >ective or the location or the bank. These requirements 

lwd been in effect s i nce June 21 , 1917 . As a result of 

tne 100 percent increase 1n r eserve requirements, etfeot1ve 

ln three steps on Augus t 16 , 193b, !!arch l , 1937 , and 

. .P.y 1 , 1937, r espect ively, r eserve requirements for member 

u"nks 1ocr ted in central reserve cities are now 26 percent 

of de~and deposits , for those located i n reserve cities 

174 -

~o percent , and for •country banks• 14 percent, while a 

o per cent r eserve is r equired tor alt time deposita wherever 

l ocnted. 

The principal facts with r~spect to t he reserve posi­

tion of country banks, reserve city benks, and cent ral re­

·erve ci t y b~s. re spectively, as or December 31, 1937 , 

Pre eE't f orth in Tabl e I attached. It VJi ll be noted f rom 

the t able that as or t hat da te the excess reserves of 

coun'; ry banks were ·.i335 millions, of reserve city bPJlks 

~13 milli ons, and or central r eserve city benks ..;%~ m1l­

l1ona. The e::ceaa of total reserves over r equired res erves 

" S of that date for country hanks c.:nounted to 32· 7 oeroent , 

for r eserve city banks 21 .g percent, and f or central re­

cerve city banks to 16. 2 percent , reapecti vely . These 

ratios, r1hioh are signif icant primarily from the point of 

\'l ew of potenti al credi t e::pansion, indio'lte that the re­

serve posit ion of country banks as or December 31 , 1937, 

~"li S consi de rably "easi er" in this r espect than that of 

J~n~s in either o~ the other two classi f i ca tions. 

If the possi bi l ity of a contraction of bank credi t is 

~lao to be given oonside~tion -- as it must be i n the oon­

t empl ntion of the indi vidual banker -- the r elationship 

bet~ean excess reserves and deoosits is from many points of 

vlew more i C9ortant than that bet• een excess and r equired 

reaerves . On December 31, 1937, excess r eserves were 

: .g percent of deoosit s at country banks, 3·3 percent at 

reserve city banks , and ~. 5 percent at central reserve c ity 

ba.."l.::a . It would appear, therefore, that country banks were 

ln a eomerhat weaker reserve oosition from t his point or 

View than banks of t he other t wo categories . This is a 

very partial view of the situation, however, as i s r api dly 

seen when vault cash and amounts due ~ banks are added 

to the exces s reser ves of each category of banks and amounts 

due~ banks subtracted therefrom. On December 31, 1937, 
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t::e el;cess re ~<erves of country banks , as so adjust ed, 

~uvunted to 15 . ~ percent of t heir t otal deposits , ~hile 

Joth reserve city and central reserve ci ty banks showed 

0 de'lcit in such •adjusted• e,:cee s r eserves . 

A comor ebensive consider ation of the r eserve oositio~ 

o~ e~ch of.the three categories of banks a s of December 31 , 

1']}7 , •:;ould thus i ndicate th"lt country bnn!ts r:ere i n the 

_o,~ comfortable reserve yosi t i on of any of the three 

coteJories. Thei r exce ss r eserves, based on exist i ng re-

~rve r eouirements , would per mit a l arger exoansi on in 

C•.<?ir deooslt liablli ty than was the case wi t h either of 

,he other two cat egories of banks, and i n any sit~tion 

.. 1ch pll\ced their rese t•ve posit i on under a str a in -- such 

,c a general rise i n r eser ve requirements or a gener~l 

loss o~ reserves , due to gold exports or op en market 

ooer t i ona -- t hey could, through the withdrawal or inter -

n.t deposi ts, transfer the major p ort i on of the str a in 

to t :1e central r eserve city banks. A su=ary analysis of 

the exces s r eFerve oosition of coun~ry banks by Federal 

~.~eet•ve district s during December 1937 1ndic~tes , more­

O"er, tbPt the geogrephice~ di stribution of excess re­

z~rves bet neen country banks wcs fai r l y even at that time 

ana that there were no particulnr points of ••. eekness . 

Bctr:een Decezr.~>e r Jl , 1937, end ii'ebrupry 16, 193g , the 

.:c.!t recent date for whicil data at•e available , excess re­

r.erves of all member b='nks increased f rom ,il , t:l 2 milli ons 

to ~1 , ;60 mi l lions. The week of Jp~uery 22- ?.8 1s the mos t 

!'~;cent peri od for •~nich e. breFkdown of exoes~ re£er ves be­

'"·een t he three cate{;ories of ben!ts 1s e.va1leble . The 

clrlly average of excees r e serves t or P-11 member be.nke 

o~r1n~ this period amounted to ~1. ~~ ml lllons , a s compared 

··lth ,;1. , 212 mill l one on Deceot-e r 31 , 1937 , while the 

: ·:erP.f.e e::ceas reserves of country banks amounted t o 

w)60 millions as comopred with dJ35 mi lllons on December 31, 

1937· The r eserve position of all t hr ee ca tegories of 

~n;:s has thus i moroved sot1ewhat si nce t l::e beginning of t he 

Ye£>r , and r eoent developments \'lOUld t herefor e seem to fu r­

nish no basis for a revers~l o~ the opi nions reached in 

ke preceding discussi on. 

17S 
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The establ ishment of di fferentials i n requi red re­

serves betr·een various claeses of cit i es dates back to 

the commencement of the nntional banking system at t he 

tia.e of t he Civ11 War. Prior to t he passage of the 

?eder~l Reser ve Act , re~uired reserves for nat i onal banks 

~n central reserve citi es and reserve ci t ies wer e sub­

:trnt1P~ly l arger than for •country" banlts. Banke in 

centr~tl reserve citi es , moreover, r:ere re~uired to keep 

:!leir reserves in actual cash, while tho11e i n reserve 

cltles and , to a lerger extent , •country• banks were per­

=Hted to carry their reserves in the forc of deposit s 

;·1tr. ben!:s in other cities. 

Thi£ diffe rential ~as based enti rely upon the older 

concept of re~ervea as emergency funds to be relied upon 

~n t i me of crisis. The l argPr aoount of reserves re­

quired to be held in central reserve cities rps naturr lly 

ju• tif i ed by a ~cneideration of the gr eater va r i abil i ty 

or dec•Oaits in f inancial cent ers and the greoter stresses 

likely to be encountered by banks in such centers i nci­

dental to thei r performance of central banki ng functions 

f or b~nks in smaller cities . During more recent years 

: Le ?erformance of t he central banki ng functions formerly 

undertaken by banks i n t he larger cities has been tPken 

ov r by the F'ederel Recerve Bonks and the s enerally 

acceoted conceot of the function of reserves in the bank­

in~ system has· tended t o shi ft from t hat of emergency 

funds to thAt or instruments of monet ary control. 

It is of great i mportance i n this connecti on to ob­

serve that the eff i ciency of required reserves as instru­

~ents of monetary control i £ ~terially i mpaired by the 

di sparity in required reserves bet~een di fferent classes 

o~ banks . Ur. l.auohli n Currie , now Assi stant Di rect or of 

the Division of Research and Statistics or the Board or 

Governors of the Federal Reserve System, recommended, in 

15)4, in hi s book The SuoplY Pnd Control of Uoney in the 

United States , t~t we shoulo have • ••• a uni form reserve 

rc.t io 98e.i nst all deposits subject to check .• • 11 and stated 

the CPs e for this as follows : 
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secret r ry Uorgenthau - 5 

• ••• e shi ft from c ountry to central reserve 
city uanks will involve a net contracti on of 
deposit s , on the a ssumption of constant re­
serves , while an opposite shift will result 
in an expansion or deposits. 

"· .• It would be purely accidents~ 1t tlle ex­
pansion or contraction of deposi~ s caused by 
these shi f t s were to coinci de with Feder al 
P.eserve poli cy. Indeed there are grounds for 
bel i evins that the effect on deposi ts of these 
shi f t s i s normally the opposite from that 
der i red by benki ng policy . In the upswing of 
t he cycle ""!hen the reserve administrat ion is 
normally making tor a contraction of deoosite 
(a t i : ht money policy) New York loses deposits 
on oe~ance to the country; the opposite occurs 
in the downswi ng 11hen the res erve administra­
t ion is usually desirous of pursuing a n easy 
money policy." "}J 

As indicat ed in t he cited paasage from llr. Currie, 
~n increase i n the dit'fer ential between reserve require­
ments for "country" be.nks and other classes of banks 
tends , from the broader t heoreticnl point or vie11, to 
dull our instrument s of monetary control. This, taken 
in conjunction wit h our previous conclusion that the 
!H'Oeent r eserve position of •country• brnks i s at least 
es easy as that of be~s in either of tee other t wo 
o~tegories , tends to reinforce our conclusion that no 
differential lo~ering of the reserve r eouirements of 
•country• benks ought to be under taken at the pr esent 
time . 

III 

Table II attached shovrs the distl•i bution of Treasury 
bMk balances , by t ypes of deposit s , annually f r om 
Uecember 31, 1932, to December 31 , 1937, incl u sive . It 
~;ill be noted t hat aa of December 31 , 1937 -- $1,016 mil­
lions out or at ,070 millions of such depos i t s, or 95 per­
cent or the total , were held in Federal Reserve banks or 

i/ op. ci t. pp 75-76. 
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secretrry ~orgenthau - 6 

by de9ositeries on War Loan Account. Deposits in the 

?edcral Reserve banks ot somewhere around the December 31, 

1937, level are necessary tor the convenient transection 

of t he ordinary business ot the Treasury, while the 

de'loaits in War Loan Account are originated at the 

init i at i ve ot t he banks by subscriptions to securiti es , 

and are not subJect as such to redistribution. 

The only deposits available to be shifted for their 

t~onetary effect, without a departure f rom t he established 

:reasury poli cy ot p ermitting banks subscribing tor 

Government securities t o r etain the use of the funds so 

sabscribed until needed for transfer to the Federal 

Rese rve banks for actual governmental expenditure, are 

the .,;1!9 millions of "other" deposits, and of these only 

the ~15 millions to the credit of the Treasurer of the 

United Stetes are fully under the control of the Treasury 

Depcrt c ent . Uost of these deposi ts, including both those 

to the credit of the Treasurer and t hose to the credi t of 

cthE'r 30vernmental officers, were established at the 

re~uest of administrative officers in the field and are 

needed f or the convenient transact ion of their business . 

7he di stribution of these depos i ts, as of December 31 , 

19)7 , by class of benk was as follows : 

Di stri bution of "Other• Treasury Bank 
Balances December 31 , 1937 

(millions of dollars) 

CrPdit Credit or : 
of t he ~Hn~~fn~,; Treasurer 1/.. 

Country banks 13 is 
?.e~erve city benks 1 
Central reserve 

city banks __Q ....1 

Total 14- 34-

!/ Treasurer ' s report basis. 
£1 Daily Treasury statement basis. 

Total 

2g 
17 

....1 
~~ay 

ll Tot~l dlrrer s from thnt sho~n on d81ly Treesury 

ment to t he extent or items ln transit. 
st~te-
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Seoret~ry Korganthau - 7 

A oona1derat1on ot the above data 1nd1oates that the 
onlY means ' by wh1ch Treasury deposita could be red1str1-
buted in euoh a way as to aohieve a eignitioant monetary 
erreot would be by the reversal ot our previous practice 
with respect to the War Loan Aooount, and by the selection 
of deooaitariea to hold 1dle balances upon the bas1s ot 
criteria other than subscriptions to Government securities . 
such a policy would probably encounter serious adminis­
trative d1tt icult1es and m1ght subject the Treasury to 
considerable adverse cr1tioism ot its selection ot parti­
oulor depositaries. In view ot the general considerations 
\71th respect to tile reserve position ot country banks set 
forth eerl1er in th1s memorandun Treasury action of the 
type under consideration does not appear advisable. 
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Table I 

I~ortant Factors Bearing Upon the Reserve Posi tion 
of Ue~ber Banks by Claseee ot Banke , December 31, 1937 

(Uillione ot Dollars) 

18() 
- v 

:count ry: Reserve : CentrAl 
: banks :city banks:reserve c i ty: Total 
: : : banks 

Je::cnd deoosit s !/ 6,328 r·967 9,133 23, '+2S 

nc:e daoos i ts !/ 5.122 ,4-60 1, 200 ll , ~s5 
:otal de"Oosits !/ 12,050 12,427 . 10,333 34, l 

?.eserve brlance s 1,361 2,310 3.334- 7,005 
:.e~uired r tR"rves 1,02,6 ~ 2.gxa ? : ~i~ 
~ eese rerervee 335 13 

Vault CtiSh ( +) ~07 200 82 ~ .~a Due from 'bt>.nlts ( + ) l, 41$ l , lj.SS 31jg 
)ue to bP.nks (-) l,i3~ :·as6 1 .. .0~ - ·9~ 
'Adjusted• eJ:ce s s reserves 2,l 9 

u. s. Tr ensul'Y notes and bi lls Slll- 1,694- 2, 429 4- ,937 

excess r eserves to required 
r eserves 32· 7 21.8 16. 2 20-9 

:• e::cesa r eserves t o deposits 2.8 3·3 '1- . 5 3·5 

• 'adjusted• excess reserves to 
de osit s 15.4- - 3·5 - 21.0 - 2.1 

: il . s. Tr easury notes and bills 
t o de,osi ts 6. 8 13.6 23 ·5 14-.2 

::Ote:-· '!le!Josft's- over stated by the amount ot iteni8"1n process ot collec­
tion. The distribution ot this over sta tement between categories 
or bt~nks is , ot course , unknown. Items in process ot collection 
are not included i n cash assets. 

!I Excludes deposits by banks . 

3ou::-ce: i.iernber Bank Call Report , December 31 , 1937 (preliminary) 

Jl'llston o" .Kesearcl'l and Statistics, Treasury Department 
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Table II 

Treasury Bank Deposits - December 31, 1932 - Deoember 31, 1937 

(l.Ullions or dollars) 

1932 1933 1934- 1935 1936 1937 

Deposits in Federal reserve banks 4-9 104- 153 600 275 1~1 

Deposits in special deposi taries (War acoount or sal es or Government securities 
Loan Account) ~5 1 , 007 1 , 695 871 9~9 ~35 

Depoei ts 1n roreign depositaries and 
1n Ph11ipp1ne treasury 2 lj. 4 4 5 5 

Depoeita i n nat i onal and other bank 
depoe1tari es: 8 

To the credit or the Treasurer or the United States 2~ 37 6i 
20 la 

To the credi t or other Government or ricers 23 30 42 3 

Total deposit a in national 
bank deposi taries 

and other 
31 31 67 76 62 lj.9 

Total deposits 567 1 ,11j.6 1,919 1, 551 1,331 1 ,070 

Source: Da~ly Treasury St~tcments. 

D\v~a\on o r Rea~~rch and Stnt1~t1ee, TreAsur v Department 
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( 
u. ~ . . Jr: 

trt. "' 
" . Jr: 

let . " · V o 

" 
.. .. . Jr: 

... "' j. ~! 

::.: .. Jr: 

! :t . '): 
~~ 'Z,.w 0 

"ull : 

;: . i .. Jr: 

~ : 

" . ::.Jr: 

""..: : 

:.:.: . . :r: 

u .:! .Jr: 

u . 

:.: ·~ T • ... .... r • 

Hello. 

Secret&ry ~oreenthau? 

HPllO . 

Sscr et'\ry :lorgenth'lu? 

secretary of State coning on. 

He llo. 

182 
February 24, 19~8. 

4 : 13 ;..m. 

Secr Pt ary ?ull wi ll b• r1qftt ~n. 

nello. 

cor~ ell? 

Y~: , s ir . 

' ir.rv1n :.!clnt.yre Just onlled me about th1:: boat to 
go to some 1sl anda 1n Lhe Pacific. 

Yes . 

;.n,. lle sc.l. .. 1t' 3 all r!.'!ht v:ith the President, t hf\t 
he te lked t o you but he said he 1 d like me to check 
once o::re rith you. 

"~ell , I 
! think ! 

Ye:. 

ae I S:\Y I was &T'XY r.hen th:::.t hcp;lened. 
"!!'C out in !OI':!l . 

An~ I was te.lkine; to t:arv in over the t elephone abo•Jt 
sonethine;, and I ss1d, •sy the way F.enry eot thio 
round about cessa~~ fro~ the ?resident, and s ince t hi s 
mi$ht involve some complicati on he ' d l~e to have aoce 
definite fixed instructions frol'l - 1n unequ1vooablo 
mnnner . tt 

Yee.. 

"And I aueseet that the Preo!dent tell ~io exactly 
whet he want s done, they 3cn t elk it out if he w~nta 
to since this was the ~res1~ent'e order.• 
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. . .., .. . . ' 

:: : 

... . .. .. rr : 

.;r ~ 

- 2 -

: l~r., that 1 3 all ! ea1d t o ::BM·1n and I s~ppoted 
t hat h e r.oul d t ake 1t up with t hP :rec ~<!e!lt. and 
t.hev ' c.'. t e.Llt 1t cut w1t.h ''OU . 

183 

Well h.P c&.l!ed cc up, l-c - - •.e 1t • s :>.!1 !'1eht , tt.t' 
?re3 1dent would like to hPve ~c d? lt. 

Yes . 

So I sai d "!'1ne . '' 
to tnlk onc e morn 
··•ht'tiler t h.e St:> tc 

a nd he at.1'! , "Eu t t hey ' d 1 1ke me 
1~1 t l' yov .. " zo ! -:.1" , t.o f i nd ? •.tl, 
Dept1''1·1l e'lt · a p;>rcvec ?f i t. 

··:c1! , :.f courGe, wh~tt hc:-penec . You ::nor t he 
?r')~ ~:!erat h!>d tt.E'~e t hr ee fellows ovor t.ber e and 
t:"VP t hem - eave t heo h1s !n:truct <.:m::. 

~old ti:eo:> to tn<nor.:tt. lt. to ;r-::u . 

~:ell -

::cw th<.t' £ a l l I kno\'', and of cour~e what'3v!'r t he 
:>"'N: 11ent I'Jant~ , l':hy I ' m ~,~ it J u~t li":n you nrc . 

. Jr: All ~~~ht , :;l.r. The '!::oat s::.1la , hov· ' e t h<tt.? 

. , 

.Jr: 

.. . ·: .Jr: 

.._,.,..: 

;{Q'I' 1 S t hn t ? 

~he boPt ~11! r::. t l . 

:. 11 ri;::!'lt. A, . l'~("ht, "E>nrv. 

Yt>s . Ye3, : r.rE'l ' t ln on t~at . l t -

·:ett.~er r::.t I. I t~ •.n r. ~t 7.&c "-11 right. , but 
.. I tvr a ta \ 1'\ hP \'.'CIS ,.~l .. V ttl!l'! I }'1:;-l <;l. !.t· :.t;, . .. c n _ - - ., 

Yeo ~ ! SPC . 

"e 69.~0 he IV~C V f'l"Y £;1rd 1 t hP t they 11"'< ,.. ~rfPctly 
e::.l.l. ~ <' ~<:C t hPt I hPl d it up. 

I S~ 'l. ;.J.l "'l!'ht then 'lcnry. 

; .11 r1,:t. t . 

l)o?d luc:~ t o you Oil ~r onr voyage . 
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" .r .Jr: 

" : 

.., :· Jr: 

184 
- ~ -

~ell , I ' m not sa1l1ng. I with I ~rs. I think 1! -
I think ! ~1gnt even get you to gc. 

Well 1 t' s r. hard choice. 

All r1e:ht . 

Goodbye. 

oood.bye • 

• 
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Febr~~rv ~4. 1939. 
4; 22 ? . 0 . 
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!r: 1-lello. 

•• • T'1"' • . . . 
.Jl :::· . 
:c'·~_ c : 

. . -· 
.. 'l": 

. : r : 

.rr: 

.. . !r: 

··. ·; .Jr: 

.. 

Secr~tary Ic'-tes . 

"'ello, 'ienry. 

'!:: rold . 

Y es . 

::~rv1n :~c!l'tyr'3 clll~ C'd !"e , th':ly ' vA been telk1nl! 
Fbout aendinr, th 1c bo~t . 

.xn~ hca tFlked 't:l t~.-- :'rer!t!-:f't., th~y t.,lJI:ed t o 
~"rcl~e!.l ~ull~ rnl t.hey :: .... v,~ t""e to c2.!~ :~r~ell t:Pll.. , 
:-n?. ~ t cee~oJ no.., t~rt tht~ !.c ,.·hs t V€ !'ree1<\ent 
r;cnt c. 

v r:r. 

~ :> 1f 1 t ' c q~,ree11b ' e t o you, I ' 11 t ell t he ~oaot 
Guf\ r ds t.o :; t.:u-t u t on~~ . 

~h~ t he he1 1 a~ 11 

'7ell , ! b eliev e 
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.. . . .:r: 

. . -. 
-. . .!'': 
.. -· 
" . J l' : 

-· 
. '"": 

-. 
.JI': 

r . 

'1 • ~"r : 

- .. !l'"! 

T, 

- 2 -

! believe !.n ::.v ~!'lS b us 1 ne-:;t \\"1 t,h th E" -. ~-~ ::;~ a 
t!:ps..rtr:e~t. 

yro! l , :::• vc l::c:-"' :!11.rncd ~lr.d you d? . 

Y ea . 

'H~ll, ::: - ::: alway£ h:l\'0 ;:~u lrno1• . 

186 

'.'!ell, bc!' or~ ! .;1vu t he :,.!er - I Juct c ::>t t h rOUf'h 
t 3lk1ng t::; : or dell, an~ -

v er . 

;.,r~ =: ·~ lt' :; r'.! r1eht ..:!.t.h ::<.J!.l, I' ll -

~.! 1 r ight. 

I t::;ld C<>l'clell I w1f'hed t he ::>re e i fl?nt. '.'loulr.. order 
mt> t o !:~ :m 1 r .. 

! th1nk !. t w~uld be &r~nd . 

A-,_1 r1::)i t :.: c nry . 

Qo?db:e. 

'loodb;.• e . 
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.. .."". - . . .. . 

:..r : : . ..Tr: 
;. nt r o.l 
··; ... c .::he ~ 

-· . .. . 

... .. . 
.,. . 

• v • • 

:.: ." . . J r : 
... .. 

'.'1 : 

.. . ." .J r : 

:.: . :· .Jr: 

... .. . 

~ell? . 

" ello . 

. . .. 
r c>:,.•J=Y '24 , 1o:ss . 
l ; 25 ~.!J . 

Qo 3hec.d. 
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Adu!ro.l, I 1 Vtl no•v !!:Jt. d.1.rect word !'r""~ t h e ?rec l.~ ent 
~"~ ! 1 ve ::hec'<ec! r:lth ::r . fl'Jll r.r-l. ::r. IcY:~ a t.n:i 
th~ coas t Guard J.c t:l sa11 .?.c ,Jc r crdPr, for t h?t 3 
k::: 1e l t.nds. 

The ':oc.s.t 3-ue.rd 

:..e t her so . 

The ?res1.den t r~_nt~ 11.. 

I see -

All been clea red w1 t h t l'-; ;:: .. ~::; 11.ent , r:ith l!r . Pn:!. \ 
Pnd ur . Icl<ee. 

! see . All r1£ftt., c'r, I ' ll get r.. :JeE =:a.e,e ::>ff 
r1E;h t s.wa y . They 1 r e to l a nd on these two 1 ~ !.!'n,. -; , 
C::"lt :::nl &..!14 3ndcr"·, .. v '-:h~1·c they ' r': !lying the 
SnsU~h flr.~; . 

v~::, s! r. 

;..11 rl::,ht, c t r . ThO nk you . 
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l . 

Secreter;.r Horse ntbllu 

,...,_ 
T'i>: Bill 

Tbe ·.tar:: Pnd l.:er.mf' Ccrnit•..fl:c M,.;J 1 :-re-rently con­

··~ l•d i t ocn"id.:·nt1on <of the rYmnue bill !cr 1~3<1 , tb> e;rnn<\ 
f!~'\la t"'1r£ a col ored :>}lotogra!lh t•l<er by !W. '!o" wUl be ghd 
t t:: know t).t) t tl.e lest aorn1,!'11-- \'liaS l nrgely epent 1!! the dis~'"H!st.o'l 
o·· ''" o.:::eno:,.nt drsiC1Jed to rel ieve the Pond' s ::xt.,-~:~t c~::of'ln:r f r ail 
ul~ t ·~75 ,'l00 of bttclt taxes . The ren~ons fo,· the M:e~d::ent .,..re 
·" 11~1lt9d i n v= i ous for:ns by vcr1ou~ m.:nbcrs of t he COI:L'11ittee , hut 
·~·· · "ullc r or Arkansas eave his roflsono 11s follo·:r.; : 

•1 a'11 not i nter,sted l n thq ~9rits of the 
&FendMant althou~h I think it i s nll ri~ht , 
I e.m reall~· advoeati ns it lx!cPuae of my 
frien'ls'l!p for To.' Lnrd'll'icl< and Royall 
Jc!mSon . Ro~all Johuon got ~ Veterans' 
Losp1tel f or ~ once •nd ! think ! ou3~t to 
do sa::.,tt 1::!:: rc.,.. ~ln. • 

~ .. i O'I 1 robably k:low tb' gentl,.,.,n nent i one1 ...,re fol':':'l r l y :e:b• rs 

0~ CO"'~f;I"$,S · 

14r . Shoup an<\ 1 spont the >~f ternoon e:ol.ng o.ar 
~riou• po•1ible ~ndrlents t o tM t~x bill, SO"'<l o! wh!.~!t ..,uld 
orou1derPhly iner ease its yiel1 end 'ltl'<'rM ito fe irn.,ss . 9!e alM 
"'""'\~e~ n d.,Aft of a reasAse to Congreu nn tl>e subjeet or tax 

exG ~ptiOIIO , 
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!lie Nla•• of lte ......... u ..,.._. to be QteilllMCI by -

paratift .u~~. _ .. _ ....... 'liT U.,ultt• of .. rate ot retluJ'a. 
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a. 1ooa1 ••= rt 1- (tao,ooo,ooo,ooo) 

(a) ~ tu a • • laill...tftalo 
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.. Cit ...... Sl I • 
(a} 1 tlllll' ... bl .... ..,.. .. ~­
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1. &IIIIIIP•& t u ......... .... 
n&•lln.,.ttu••~ 

le A Iiiii& .. ,. sO la •rtla ... tMa * 
............... - lanl""""• 
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.. .. - ---- .,Uocl ...... 
ft ' ' I la- U prlllwac4 ...... 

llo - ,.._ a _.,••altt ud eoa»lMr the ••eq- ot 

1. l4l11l ~·- .. _, be be14 .. 
~.u-1 .......... au. ....... 
•Jtcet l o _.. b)o a bnl~.-1 
~r to ..,_ tb8J ..,.. tu •.-pt. 

I. GU\-e4co OOI'p>I"&\N -t be beW b)o 
llll41rlctuale (a) beoauo ot tho dlt­
t'~lal bet oa thz oorpoi"&Uoa tu 
ud tho llldbldualo nrtu ... (') be­

- -. an ~.w to • wrtuM a. 
clbi._, 1a WN'ior to that ob1al.­
ulo •• ... r ;ta ot equal qu&U~ 
aD4 .tun •• 

IJl 1Jbort0 tho --.Uoa torew tile lo~~g t;t.YW mh ud 

cilt-acl&o .. .,.,,..'- bta laMlt.\lo ... Jan u lt torMa .mtclpala 

into bulla ot 1aolin~. IanaM ot \Mao tbNe typos ot loll&• 

tom 8MuftU.. beiiiC OllllfO_. ot a •'• '• arton0 tbti)'..,..­
ponoatz ot t8o 4111\bn _,.rtaoaltod ~· alalot without llltar• 

c I•U•• .. u..tttutioaal • ... aD4 tile i.Ddlndual ct-.d0 

O'fOD withla tbla liaiW -· lo -llaocl 117 tuatloa. .,at ot 

that to...., IIBli;J' •-bocl u tM cU\-aclso .net or ~. ,.... ..... ._, 

rato 11 q'lllta - J 1a ••'-lloi'U')' .tslar1-. !ho lldoza htan• 

Foclol"&l ..,ta ... tile hiP pa4o JH&l• -~ ot *1* ..,.. tu- It .. 

both a..u.n. ..._ wz lld•a 1o ~. u- - 011 Sofl'-

..,_ 11. •• 1a apite of tu II' --•te 1a z hr ~ ,_ ...... t.o 

cll'IF1'-18 ..._ tiOO •us.r ot tile-·- rote ottwuc -.:t ,_ .. ..... 
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~xcerpt fro~ Ur . Oliphant ' s me~o of Febr uary 24, 19) 8 ' 

t , tne Secretary : 

~ CJHG ... !I L" AT I ON ----
Genesee Va lley Gas Company I Inc I I plan to at tend a 

J •• tin& in Juuee C!Jf:'ey ' s Chaobers in N~w York City with 
~ '!.' r <?::entt tives o f the SI:.C , t i1c debtor t> nd t he trustee f or 
tnc Ai41il t lien bondholders, to discuss the pr oposed ;>lan or 
!'~organization . lohile in 11ew Yor~ I wi l l t r y to see .Jr. 
J· ~~bie o f the •lew Yor K Public Service Co:n·~ission and 1nforc 
.11, of deve l opmem:s I 

Regraded Unclassified



:~f!fldcnthl 
;;t ror Publ1CJt1cc 
:n:t !1IJ'I)()lliB!IT 0!1 1\'l'.~ PROJECTS, BY S fA T1 

tllll~Eil SU!llS A!ID tltJIJJ10RIIlS 

Weokly VPA. D::.p1o)"!Dent 
Seriot • Table 1 

W•oto !ndlll& FebN>ry 19 Olld Fob""'"7 12, 1938 

$Uto 

OR.u.1l TOTAL 
CO' II' B~TAL U~ll'£0 ST.TilS 

Alsbo.IM 
}.rhona 
Ar)t; .. na•o 
~Utornll 

liorthorn 
S?Uth.,rn 

C?loro.do 

or Col•bl& 

:-obrask:& 
;.':&~ 

-'" .. ~pah.1ro 
!:n Juscy 
!-• !;•.do:~ 

Dt.ltotCL 
T•r~nQUoo 
re.xo.a 
Ut'lh 
Vontont 

V1r ,1&1& 
11'•th1nttOG 
West "l1rc1nla 
1fhooat1n 
111<cbc 

J: ,Y. c.) 

30, 1,40 
7, 525 

2b ,94l 
a· 621 5 
39 .0SO 
24,999 

20,443 
2 ,562 
6,954 

28,063 
H , U.O 

10,931 
143,9M 

6o:J,}99 
2!,, 117 
}},160 

~;~~ 
8,1~8 

11,2 8 
8} ,554 

l'·~ J:8e4 
62,:;!6 
16, 413 

25,171 
2 , 121 
7 ,371 

71 .592 
7 ,811 

142,539 
52,826 
28,364 
11, 700 

1}1 , 762 

51.,262 
15 ,9}2 

19},766 
12,854 
27 ,279 

17, 373 
27 ,722 
69 .521 
S,508 
4 ,923 

21 ,466 
}1,2:>9 
35, 181. 
49. 321 

3,688 

2 , 501 

29 , 387 • 1,053 
7,600 '75 

26,61.4 • 297 

~:&~g 3 ,<>?1 • 
• 2,869 

38,298 • 762 
24,552 • 1<47 

20 ,297 • 11.6 
2,550 • 12 
6 ,899 • '5 

28 ,215 ~ }2,182 • 
10,873 58 

141 ,591 • 2 ,}52 
60,:W, • I. 
22 ,,03 - 1,614 
32,570 • )90 

L2 .r~ • m ~:o • 82 
11 , 1.,.0 • 118 
82 ,310 1,211 

~:m 2. ;7~ 
• 1c 

2) ,276 • 60s 
61 ,~6 • 569 
16, 3 

24,81.2 • ~2§ l,u.t 
7. 73 

71 ,727 ill 7.568 

141.900 !I 639 
52.781 • 1.5 
27. 857 507 
11. ,5'8 • 162 

129,1.23 . 2, }}9 

54 ,066 • ~ 15,681. 
19},~ 179 
12 , 1.0 
?1 ,?71 • 2 

16,962 391 
27 ,91; 193 
68 ,247 • 1,274 
8 , }62 • 126 
4 ,870 • 58 

20,931 435 
}9, 380 121 

fl ,18L 716 , 61>, 
3.&.;4 • }4 

2 ,501 

VOR1S PROGRESS AII.!~ISllliJI~ 
Dl•ldon ot 

Ro••'roh, StAt1tt1oa end Rooordt 
FobMIOf')' 24, 1938 Regraded Unclassified
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TO : 

NO : 

DATE: 

P.llW>HlUSE OF Tli:LiG!Wf 

Si:NT 

.American Embaasy , Po.ria 

116 

February 24 , 1938 

FOR COCHRAN FROL! THE SECRETARY OF THE TREASURY . 

You are requeated to mail to Mr. Butterworth a copy 

of your telegram !to. 294. 

HULL 

EA:DJW 
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GnY pr~gresa that he has made in London, a lthough Kr . 

llarohandeau said that in view of the British Cabinet oriaic 

~e doubted whether much could have been accomplished. 

After Monick bas made hie r eport the ~in1ster will get 

1 n touch with me again. 

Yesterday t he French control lost a 11 ttle more than 

1,000 ,000 pounds. The prec:r.1re on the f ranc was even 

greater this morning. The control bad yielded 400 ,000 

pounds by 11:45 a .a, even though t he rate had been per­

mitted to move to 154. 45 . liy contact admitted that 

the cracks in the French financial structure r.ere becom­

ing obvious. Last night the Governor of the Bank of 

Fr ance attended dinner at t he Elyeees . I understand he 

gained the i :Dpression there that even uarcbandeau' e 

Government associates and political fri ends do not accept 

a~ serious measures to-rmrd reconstructing France' s 

f inances the Marcbandeau proposals which I repor t ed 

in my t elegram of February 23, 4 p .~ ., No . 289. 

BULLITT. 

EA:LWW Regraded Unclassified



REB GRAY 

London 

.. 

Dated February 24, 1938 

Rcc'd 3 :35 p. m, 

Secretary of State , 

Washington , 

159, February 24, 7 P• m, (SECTION ONE) 

FOR TREASURY FROM BUTTER"IORTH , 

In the course of his annual address as Chairman 

of thE National l'utual Lift Assurance Society, 

:iaynard KeynEs stated: 

"In spite of the unemployment figures and thE 

depress i on on the stock exchange I am prepared for 

my part to accept the repeated assurances of the 

Oovcrnr.ltnt and the bankers that no significant 

further recEssion is discerniblE in the very ncar 

future , Indeed it would bt disturbing i f it were 

otherwis E durin{; e period beforE rearmament 

expenditure has reached its peal< and aft.tr a period 

during which w£ have had no benefit from Government 

loan expenditure and have on the contrary been 

forced to part with a large volume of liqui d 

r esourc es to the holders of fore i gn r ef ugee funds . 

(* * *) I oympathizt with thE authorities in their 
appeal 
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REB 
2-# 159 , From London, Ftb . 24, 7 p. m. 

(Sec . One) 

appeal to t. l!E busin ess col!mlunity not to b ecome 

unduly slu.r.~p conscious . What WE nEEd i s that the 

rolEs should bt reversed and t hat they should 

become n:orE slump conscious , ':I t could slEEp mort 

easily in our beds if we felt that they wErE 

slctp1~ less easily in theirs , « 

In tht case of Gtlttdgtd securiti es Keynes 

held the British Treasury d irectly responsibl e for 

much of t he d eclinE that has occurred duri ng thE past 

year and which a ~car ago hE had claimEd did not 

hO.VE to occur . (Hy 96 of February 25, 1937 ) . Ht 

point Ed to t h e s inking funds of public boards and 

loc~ authori t iEs , thE vast repayments thEn b eing 

collEct ed by building societies , tht steady growth 

or cltposi t s in thE Post Office and trust ee banks 

and the l arge sur.s bEing placed to rEsErVE out of 

profits by industrial concerns . 

( END SECTION ONE) 

JOHNSON 

S!!S 
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said that in the conversations which llonick bad had with 

Sir John Simon, the latter bad intimated that he would at 

least discuss the matter. Then I a sked the Minister whether 

he took seriously such an intimation from Simon, and 

he said that indeed he did not believe it wa~ worth a 

~reat deal. 

The Ui~icter of ~inance said that he realized there 

were very good and legit1~ate reaoonc why neither Great 

~?i ta1n nor t he United Statec might wieh t o stabilize just 

now, and that Franr.~ could perfectly underctand this. 

Merchandeau made it abundantly clear that ~e had no ex­

pecte.tl on whatcoever that A. stabilization a.gr~>ement WllUld 

be entered into by elther G=cat Britain or the United 

States . 

The lo!inister then said that even though it might 

( not?] be possible to reach a.n agreement for etabilization 

of currencies, he hoped that it would be possible to or­

ganize a close collaboration between the Br1t ich, American 

a nd French Covernments for united action against those 

who speculated a gainst the French currftncy. I questioned 

Marchandeau as to whether he believed that at this moment 

such speculation was serious; he replied that in the 

UnitAd st~tce there was very little suoh speculation but 

t hat in Great Britain there was considerably more. He 

felt 

I 
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felt that there should be concerted common action to 

br eak the back of those who were attempting to depress the 

French franc. 

Then I asked the Uinister what sort of conver&ations 

r. e had en7isaged; he acid that he would like to have very 

raoid conversati ons on this oroposal. If it should tur n 

o~t that Great Britain and the United States should be 

tnte~eeted in a careful examination of the stabili?.ation 

ouestion, it would obviously tak e much longer to complete 

discuscions. 

Finally the Ml.nist.,.,. enid that he c ould not me11tion 

any three men in the world who had nastier jobs than 

Chautsmps, Delbos and he himself had at the present ttme. 

He int imated that he would be nG happy to give up his 

position as Chautemps and Delbos. 

~ow ever, 1 t does not seem likely that t he present 

Governme:tt will !ell at once, tn so ite of the fact that 

Delbos ~nts to resign and Ohautemps feels that a Ministry 

with a broader pnrliamentary bsee than hie oreeent one 

is needed. The latter has taken the patriotic position 

that untll the French have worked out some other govern­

mental combination he will have to carry on and not make 

i t necessar7 for Frnnce to go th-rough another period of 

try1ng to form a Sovernment - which might well come to 

t he point of another appeal to Cha~'emps himself. 

At 
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At the present time no prominent politican wnnts the 

job of forming a Government. Thi~ morning I had a talk 

with Blum, who told me that in view of recent events it 

2!5 

was his opinion that it would be impossible for him ~o form 

a government. He said he expected to carry out hie plan 

to make a visit to t he United States. 

Yesterday I had a long talk with Rerriot , who expressed 

to me his objections t o becoming Prime Ministar of France. 

The entire policy which he had advocated and supported was 

i n r uins now, he maintained. Herriot &aid that he felt 

his policy was the only one whi ch could bring safety to 

France . However, he also recognized that at the present 

time it would involve danger of i mmediate war, since, should 

he for m a government, he would i ssue orders for the French 

General Staff to engage i~ediately in military conversa­

tions with the General staff of the USSR, in an effor t to 

do everything possible to strengthen relations between 

the se two countries. Herriot said that be would also urge 

the Sovietc to support Czechoslovakia in case an attack 

on the latter should be made by Germany; he added t hat 

he believed Czechoslovakia would receive the support of 

the Soviets. In the event that Rumania soould refuse to 

allow Russian troops to erose t heir territory in order 

t o support the Ozeche , Herriot t cought that the Russians 

would 
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LNS GRAY 

Paris 

217 

DatEd FEbruary 25, 1936 

REc 1 d 3:28 p. m, 

SecrEtary of StatE, 

Vla s ~ ington . 

303, FEbr uary 25, 5 p . m, 

FRO' COC'~ht: , 

DuE t o t~E nE Ed for francs for End of month and 

also tc- fact. that big Paris banl<s 'lrE rEquEstEd to pay 

into TrEasur~ today funds rr. c Eivcd on subscripti ons to 

nrw Trrasury loan, mo nEY i s tight and cErtai n holdErs 

of stErling arE ~bltgEd to SEll . Both spot and forward 

franc havE consEquEntly improvEd and s omE small purchasEs 

of stErling wErE mad£ arourd 153, 80 by SociEtE GrnEralE 

and thE Comptoir, prEsumably for thE FrEnch control . 

REntEs arE up and political a t mosphErE slightly 

bEt tEr in spitE ' f wEEk- End parliamEntary dEba tEs on 

impor t ant quEstion of forEign ~olicy and contEntious 

labor codE . 

MarkEt Editor of t hE J OUR NEE I!IDUSTRIELLE today 

writEs t h:lt prEsEnt vtould bE propi t i ous timE for Fr :lnCE 

and t hE Uni tEd St a tEs to tulk s t abilization of currEn­

ciES ni t h GrEat Brit ain. 

\flLSON 

HPD:SI1S 
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StorE t~ry of Stott, 

'·lashi~ ton , 

133, FEbruary 25, 5 p . m. 

GRA"I 

London 

Da tEd PEbruary 25, 193 8 

!lEc ' d 3:35p. m. 

POR THE SEC!lE:'Ai:Y 0" T.t: Ti:EAWRY PROM BUTTERWORTH. 

In a ocordc.ncE vJith thE suggEstion madE in Monday ' s 

t ElEphonE conv.:rsation I took ndva:,tagE of thE fir~t 

suitabl e: occa3ion to h'lVE a worc1 vrl. th Phillips about thE 

Pre s idEnt ' s stc.tEmEnt on prices, oopi Es of 1·1hich I had 

prEvious1y sEnt to various officials of thE British 

Tr Easury. Phillips bEgan by saying hE thought thE 

iss uance of this statlmtnt ohould provE helpful an~ that 

hE \'las in gEllEral agrEontnt wi th thE outlinEd aims. He 

said hE fully concurrEd in thE bEliEf that farm and raw 

mateM.a1 pricEs wEre too low an d particularly in r elation 

to t h e ~~icEs of mc.nufaotur td g oods evEn though the latter 

had somEnho t dEclinEd in thE last fEw months . In his 

viEr/ i. t r1cs h i ghly desirablE to have a further i noreaaE in 

far rn and raw matErial pricEs , Phillips wEnt on to DllY that 

he diffe r Ed howEver from the views ExprEssEd in thE 

sta t emEnt in thot hE bad nEvEr thought that farm and rau 

material prices we~E too hi&~ last spring; thEy merely 

11 tbrEtltEn£d 
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e;:tn'l~"-1 ;>Olitical rr.alm. As regards the internal 

political sj. tuation i ndi cations arc now reaching thE 

city tha t the cvmts of this \YCEk , if an election had 

to be b£ld now, would probably cost the parties to thE 

!!c.tionnl Govcrnmtnt L10r£ votes than they arc i n a position 

to l ooc . As regards the external political situation nbil£ 

Eden's de:>arturc and the debunking of the League arc 

still consi d ered by the city na bull points the course of 

di? l oma '.;ic evEnts is anxiO~\sly awaited t o reveal '~hctl'lcr 

Cho.mbcrlain 1 s optimisu am "b';lsinc s olikE me thods
11 

uill 

jus tify thEmSElVES by rESUlts . 

Deali ngs wtr E small on the foreign exchange market 

Cl1t1 r c. tcs \1erc stco.dy except towards thE close the 

f~·-:"!.c ·.1.:10 c~:;nin offered. 

JOP.llSON 

CSo 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



. . . . 

- 2-

Ambassador: Yea. 

HM.Jr: • •.• some of t he pr ogress you are making 
on tne mi lit ary front. 

Ambassador: Yes. 

HU,Jr: I rea~ a lot a nd one despat ch says th1e 
anc another says that . I don't know how much comes through 
yoc, ~ut I ~m naturally interested. 

(Ulss Chauncey excused from t aki ng any more notes.) 

oOo- oOo 

230 
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.H .. ~~.u:. -L "'J;( 

ro, lltM 

S\llll'JO!I Coner•Uoaa wl\!1 Ott1a1ala at Ula Br1\1all 

t'r .. aurJ rep.rtiac tba .&Mr1- t'r•~rJ' a 

Polio7 of •ua-a\er111a1ac• Ool4, 

STI!YC'I'L T CCI!TIPI!!!l!J. 

'lba Honorable 

'l'lla SaaratarJ of 8\e\e, 

l'aahlactoa, D. c. 
8 lr1 

I baq ~· boiiOr to rater to ao llilpUI nt•a 10 • 

... ~'••-7 a, • , .... ut, ia .... u .... U~..a_., 
1/ to aaaloao aa aaoo11a\ ot \!Ia oo••••Uoaa tlldu Mr. 

1111\\_r_. bat wUil ottldala ot _.. Br1Ua t'r~ 

011 \be a'bJoat ot \110 .&llarla• t'rM..aJ'• •to-a\orlllM­

Uoe• ot ~'-..,"•• · 

•aJ.oava: 

~-·-­Coaftl'•U-. 

Boi'MIIal Y, lab ra, 
caa.a• t • .ltfalrM at latwla. 
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Aner ""l'fia& t~o seu.tur or no '!'naa\IJ'l''• 

1natraotlone at a'ltoat t o' oloo- on tba o .. aln« or 

robruory 11, 1938, r 1amodla\o1t oo1lo4 up Sir troderlck 

r bl111po at blo bonae t o onenro, laa..uoh •• tho nort day 

••• a Saturday, tho\ ho would «0 to tho Drltlab ~oaeury 

&Ad aeat with .. thoro. Ro roa4l1t agreed to 4o ao . 

Conooqnont1t I eow bta e\ 11 a . m. r obruar, }t aBD -
arplalno4 t ho ohan«aa 1a tho atarl1l&a\lOD or gol d polloy 

I Llao pauod 

on to bla tba axplanator, lntor .. ~lon Whioh r r. uorgoathan 

had glfta ao on \bo t olapbono to tbo orroot \be\ conoldor­

lng tho laportaaoa ot tho payohologloa1 taotor ln thla 

raoeaalon we were 4ea1rono or 1ottlnc tho world know oa 

eoon ee poaeib1e that we lnton4 to looaoa acme ot tho 

4orletlonary braltae appllad 4ur1~ put moatha, that the 

propoood meaanra wao one Wbioh tbo A&.ialatratlon ooald 

taka wltbooAt awaitill& aa ona'ltllnc oat on tho part or 

Coageu, one! tht lt wee bopod that lt •onl4 pron be1ptu1 

partl oularlt la atrOD«t'lt .. t .. oa.aodl\J ,rtooa. I Llao 

atatod t hat tho soorotarr or tho Troaa\U'l' wa aaloaa to 

1110to an announo ... at ot thla obaaco oa aooa •• poaelb1o, 

protorab1J owr tho wokon4, and tbot I wao lutrno\14 

to oar that ,.. would be ~lad t o be•o bla roaotloa to tbla 

propoao4 aoeeuro and, lt poealb1o, blo oo-oporatlon. He 

alpt wlob to ooaaldor 'IIIlo \bar 1 t • •o ponlblo or doe1rab1o 

tor \'Ito !lrl Uob ,..._...rr to ton •- aiallor ooU• , or 

at OJa7 ro\a to gl't'O a pnbllo 11141aatloa or opproftl ot \bo 

ooat..,lotot A80rlou ao\loa. 
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Pllllllp• ... ollrlou81J' attncwt IIJ' tba lba but n­

plalne4 tbat tbia llalac a SatardaJ' ll• ... without a 

Cllanaellor ot tlla ilxobaq'l&aJ' ud a llalslr ot Enclud, an4 be 

want on to aentiOD tbat tbe B.ak of ~and ••• atill 

ohargad 1D tbeor,., ud to eoM a&Wat in praotloe, with the 

ref!IL).atl on of oredlt la the 'Dill tel I lac«•· Ba OIIYiOUalJ' 

bad no 4efinlte idea• ae to Wllat parallel action, It &aJ', 

oould be taken llere and tor llotll theae reaeona be aaU ba 

whhed t o 110atpona P"lnc an u ... r until l•oad&J'. 

I triad to . .. ertaln Wbat obanee than waa, in bla 

opilllon, or tbe !!ritlah autborlt.1ea r;oins ba:road -kina u 

aopro'ting atatement , aad l •us~ated that it tt waa meralJ' 

• question or making aucb e atat~ant ln the qouaa of 

Oommona on •ondey afternoon , tba Saoretary of the Troaaury 

wo~d probably wlab to go ahead en4 aake bia announo ... nt 

rroa Waahlngton o..er the .. akand; on tba otber band, it be 

thought there ••• • aallatantlal chenoa of paral l el aotlon 

betna .. l<ea bare, I felt nra 1/:r, ~·ors-ntbau would want to 

8J'DObroll1ae the tlaJ.ac and, therefore, would ba willlac to 

poetp&M tba annoWlo-at atll arr•ac-•• ooul4 be 

OOD'NillantlJ' OC*platel llere. To tllla Pllllllpa add 

and he aake4 •• to oonnJ' 1t te vr. PlOr .. nt b•• 1D u.. .. 

wor4a -- tbat he 414 aot like to aay tbat there waa aot • 

aullatantlal allanoe at ao\lODI but be ooul4 not ln tbe 

olroumatanoaa pro.! .. tbat if the Aaarioe.n ennOUDO-nt ... 

delayed, he WOuld ba able to ClYe a fa.orabla reply Oil 

R• and I lett lt at that -- that 

ha .. ald ••-• .. ~·~laate with .. •• earlJ' • • po•albla on VOnday 

aftarnooa, 
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anernooll , Ul4 ~lla~ pu41aa Ula reoalp~ or Ilia reply M 

annCNn-Dt -w.o be .a4a la WaaJa!acWa auaaa I co~ la 

~ouob wl~b bla asala aa4 a4Ylaa4 hla la • ooa\r&rJ .. aaa. 

Ia ~~~· oouraa or our Olaauaaloa, Phllllpa 010 • 

oertaia uCNn~ of ~lllnti1141 011~ l .... Ja \he rlrat plaoa , 

na .. 1d , he raall&a4 ~hat1bla aaUoa would tend to aa);a the 

dollar wu.k , 'but a04a0 thet 1 t would aot be at all a bad 

th1q ror it to ba weak asa t nat auoh CNl"l'anolaa u the 

t'rano . He alao atatacl that thh ••aura algllt be called 

remoYln« one of ~he 4atla t1oaary brakaa but 1~ aigbt llka­

wlaa be termed raT1Yla« 1otlatloaary e~prehaaaloaa and be 

want oa t o =aatloa that the ooat or l 1•1ag waa agala baooal~ 

a nollt.1oal laaua i n thi s oountry, and ann thoup UJ 

aotloo tiler might taka would haTe no dlreot conaaotloa 

wltb the coat of l1•1ua, lt a l ght be so lntarprataO 

~ol1t1oallJ, To thla, I aekad whether the rata ot 

1ooraaaa in uoeaplo~nt ••• not alao baooaina an ann 

mora laport an t pol1t loal laaue Ul4 Whether the depraaaloa 

payobolo87 ••• aot growluc. Ph1ll1pa aald that tll1a waa 

lodeaO true. 

1oo1dantally, he uaad the par aonal proa~, "I han tuaa 

r eoan tly the onl)' atep I ooulO t o bolatar payaholo«r uo 

l~laMnt the Vaa ZeelaacJ report by raaodna - ot tha 

obataolaa to forelp len41Dc. • But be womt oa to aU 

that, IIDlllc:a ooocll tloaa 1D '"•rloa , 1.D ~uropa to-day the 

lntarnatloaal ~olltlosl al tuatlon waa oTarahadawing all 

other ooaalclaratloaa• \Jaa\ all aarkata of •••rT kla4 1D 

thla OOUDtrr ware qalat 4ua ealalJ to tho ahadow oaat by 

the !luopaaa ••• r u ! aatera poll tloal bappoa1n«•· 

The abOTa ••• reported to the Saoratary of the 'l'l'aaaurr 

.._ he talaplloa .. at 2 p.a. oa february 12, 111~. 
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anaDC• tor a ParU ... atar7 •ner \o \lao\ athot, ad 

to aako 1 t oloar tlaat \'lie aot1• ot \laa AMrlMa ~•ftl'J' 

• •• tully ia llno with tho .. norol polloJ parwaod uador 

peat and proo .. t oondltloao 'llere or aolntalntnc • proporlJ 

ezpubd eredl\ NH o114 tho\ tUo otUl re-ln•d \lao 

poliOJ ot tho Brl\lob OO?ern8eDt. 

Waloy and Phllllpo aloo took oooeol on to ••7 that 

tho trend ot t he dhwaooion at tho -•tine ro?ealod that 

thoro wore tWD 4aorioo in t ho a la cl o of aoo\ of the porti oi ­

ponU t oaa ••• a .. norol ,..wr, u to how tor aoaetary 

taotoro alone oould i ntluon" tho r eotoratioa of oontlGoaoo 

ancl lapron 'INol a ... ont!Mnt; tho otlaar, a apooitlo one , 

wu WIIJ t lllo M\1104 ••• aGoph4 IIIlich, in uaa lut aa&lJah, 

4opanclo0 tor 1\a praotioal attoot .,_ an ab .. rMl •-nt 

or plcl ' nto tbo 11D1 \o4 Sta\oo rather than tbo roduotioa ot 

tho r ooant1J ro1oo4 roaor?e raquiro.ento. 

I later laror • • Wo.la:r l17 talaJ*oDo tbot Mr. Jltorc•tbn 

bad authorlaocl • • to ••:r that a ata\ament la t bo RoaM of 

c-u alollfl t ho Uaoa aqseotocl would 'be nr, oo .. pUlllo. 

... ' \ 
\ \ 

.. . .. ... 
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s UNJCTI eonnr•'lo .. WS.tll Otthlalo et ~. Brithll 

TrooiiiiJ'J' r._.rtin& 'lle .&Mrl- Tr••rl'' o 

Pollo7 ot •o.-oterlllalnc• Coli. 

ST!!J C'I'L T CC!ITIDI!!TUL 

fta llonora'blo 

fto S.OI'OUI'J' ot Steto, 

t:aeb 1nawn, D, c. 

1111'1 

1 baft ~· hoiiGI' t.o retor '• •• Dllporta•''• ... 

... taV\IU'J' 11, • •·•· , aat, 1• -~ua" tal_.. a, 
l / t.o anoloao o aooowat or \lao oon'l'er•UODo *loll Jlr, 

ButtUWDrtll bael. w1tll otf1o1alo ot \lao llrlU* Tl'eudl' 

011 tho oull~oot or 'bo AMriooa Tr•Brl''• "l•-•'or1l.1aa­

ttoa• ot pll pol1oJ, 

•uoavot 
W.orulllll et 
COIIftl'-\10110. 

Baroobal l, loi!IUOII, 
aur .. c•.utatroo at 111ur1a. 
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at~ra- • ..,. '"-' ,.atlae uae noolp\ or "• HJlJ .. 

UDOII!l-D\ -.14 be -.&o 1a WaelllJIC\M U.laaa I p\ la 

touob wl\b bla ocala oa4 a&na.C llla la • 0011\raJT ...... 

Ill \laO -I'H or CN1' tlMUdOII, Phllllpo 414 0 

Ia \be rtrat plaoo, 

,.4 . . ~ 

llo aoid, llo roelliiM "•• ' .. o oo\1011 would \ftd \o ••kll \llo 

dollar weak , ~\ e44o4 tho\ it would ao\ bo a\ ell a bod 

thlac ror lt to be weak osolno\ .vall ournnolaa •• \Ito 
\ 

troao. Ro aloo oh~4 \be\ \bh ••oul'a alf!llt be oellod 

r.aoTlq oeo ot \110 4otlo\l-1'7 bnltoo W\ l\ alflh\ ltlro-

wt .. be \orao4 ft'ftnac 1nf'la\10118J7 opprolloaoloeo aal llo 

wea\ oa to ••U• \bat t ba ooo\ or lhtac ••• acala booOIIlac 

• oolltloal loauo lD tlll a ooun\1'7, aa4 onn \b .... aa1 

ooUoa \MJ alp\ \aka -ld baft ao 41ro0\ OOIID&Otloa 

wl\11 tho coo\ ot llYlac, lt aiflh\ be eo la\erpro~4 

poll t loallJ, 'l'o \ II! a, I aakod wbotllor \lao 1'a\o ot 

han .. • 1a llll .. plo,..nt -• .. , alao bao~nc u ay .. 

aore lal)or\ant poll \loal laiJUD ..,. eo\ber \Ita hpnooloa 

po:rcllolOCJ • •• aot s rowiq. Pllllllpo oold \Ita\ \Ilia woa 

lacloocl \I'U, ao alao \oolt oooaoloa \o ••1• an4, 

l nolcJontallJ, Ita uood tho por ooaol PI'OIIOUD, •r baft toltOa 

roooatl:r tllo 01117 at.p I aotld to bola\01' pOJOllolOCJ oad 

ta,l-t tllo vaa Zeelaa4 repon b7 1 1 onac - or \be 

obotooloo to toi'OlCB loa4lac.• 

\Ita\, wnltko o014\ttoaa ta aaorlao, ta ~ur~ to-4•1 tbo 

la\omo\1-l "oUUnl ol\UatiOII wu onl'allalowlac ell 

o\llor -•1do1'au ... 1 \Ita\ all ..ruu ot •"1'7 dad la 

tllla oOilnti'J ..... quht 41lO aoialJ to tllo olla4ow ou\ b:r 

\Ito ~ aa4 rar c .. tern polltlool boppoalqa. 

fte abaft woo .. .,.~4 w no s .. ro\&17 or tllo 1'1'••oa"J 

....... Ito \ol•'*-• n 1 p.a . oa ro'bruarJ ll, lllll&, 
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errMI' t or • r arU.-a\arJ' .... ,. " tlaa\ artae\ , ana 

t a aake \ t. el .. r t.laa\ \1M ••U• or \lie AMrl .. a Tn•INI'l' 

• u t'llll1 1a Un• wt t b tile pnerel poU17 ,.arne« ..aer 

~·•' end ~,., ... , oond\\loee bare or a elnteial ns • properlr 

erpended ere4lt baae end t he\ tla\e ettll rewelned the 

polloJ or tile art tlala ooyernaeat. 

'11111 and Flallllpa elao \ook oaaee1oa t o ••Y that 

the \rend or the 4llnea1oa e t tile ••Un« renlled tlaet 

t.bere were \wa ~uerl•• l n t.he • ' ada or • o•t ot t.lae partl ol­

pantll oa• ••• a aeneral ... ,., •• \o laow rer •oaetary 

teat.ore eloel oould l nt luen .. \ lae r eat.oretlaa or coat14eoe• 

tile ot.laer , e apeoltlo one , 

••• Wb7 tbla .. tlaod ••• adopted Wblela , l n the laet analrela , 

4apended tor lte praotlo ftl arreat wpoa ao ,, .. r.al .o~u\ 

or 101<1 I o\o tile 11a1 ted !ltetaa retlaer tb• t ile reduotloa or 

the r aoentlr raiaed ,...,,.,. requl reaeote. 

t later 11lfor .. d 'la.llr '111 t e lepllone tlaa\ Ill'. llorS"n .. 

h.ld 811\borhed 131 to 117 tlae\ I a\e\llleDt lD t.lle '1- or 

C~ae alOIIfl the llo•• 1\l&lll t d would be nry eoaepte'llle • 

... 
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Jo, atll 

sUIITIC\'1 Conw•'1ou 111~ Otthlala .t \ala 11riUell 

TrHINI'J ncuUac na ....... 1- 'Tr••l'Y'• 
Pol1oJ ot "O.·•'-r111a1ac" OOlt. 

S'!?!JCTL T CS!IFipEIIITUL 

Tllo Honorable 

Girl 

Tllo Sooro\arJ ot State, 

Dmln&toD, D, C, 

I llaft ~· bo.., \0 rotar 'o •• n.,OI'tlllla''' .. . 
M, FO--J 11, • p.a,, aat, la •apliUH ..... , 

1 / \o OllolOOO U aooo\UI\ ot \lao OODY01'N\1WSI wlllell Mr. 

a.a''-1'\ll llat wUIII ottialala ot •• 111'1\1& Tr.-1')" 

OD \llo nbJ••' ot 'b' ..... n.eu Tr•lllll'Y'• ..... ,orlUaa­

uo.• ot •lt pollq, 

s:lalleaVOI w.·-·- et c ........ u ... . 
Regraded Unclassified
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K I ~ 0 R A » 0 U V 

-------------------
, rter ""'•1ft3 tile ;eeretUJ or t he 'l'l'euUTJ ' e 

l na tTQOtl onn at nbou\ 9 O' Oleek Oft \ bl I¥1Din! of 

PobruarJ \1 , 1038 , J la~edlate1J cello~ up ~1r ~d•rlok 

hll l l P• at b l a houftl to on1ure, lna1muoh 01 t he next day 

waa a et u rdnJ , t hat be w~d (0 to t he Prl tlah -reeaur y 

and eeat wi t h ~ there. Pa raa4ll7 o;rea4 t o do ao. 

~~Jr.raquentlJ l aaw hi• et 11 • · • · Te bruary 1! a nd 

erplelned the eban& .. ln t b• au rHisatl on or so •.S 'POllOJ 

a lao 'Paaud 

on t o h le tho asplanatory lnror .. t l on Wbloh , r. uor~lfttnau 

bad Rl••n •• on t he tele~hono t o the ottec t the\ eonaldar­

Jcs t he lapor t aoco or the paycho1ogloal t notor \n thla 

roooaelac wa were dealroul ot l e tt\D4 the wo r ld know 1 1 

aeon • • possi ble that ~• Inte nd to 1ooaon some ot t ho 

dert~ttonary br eka s applied 4ur lnF pa1t eontbl , tbtt t be 

pr o"o1eft oea~ure ... one wbleh tbe A~lnl atrat l oo OOQ14 

tan wl t hou 1 •- It l oti an e nabling act on the pnr t or 

Coor.roaa , en~ th• \ It wee bopa4 that I t woul d ~ro•• bel ptul 

~~r~ l ovlar\J l a atrea~~beotac oOKOOdl\7 prlo••· 

1\ft\od tha t the earetary ot \he ~aaury we• ooxtoua to 

o.aka an announo~mant ot thl a ohnnCI •• aoon 11 pout bll , 

1•retarab l 7 oftr the waken4 , ~nd the\ i ••• 1utructe4 

t o ••1 t hat we wou~4 bl r l ad to he•• bla reaotlon to thl• 

propoll4 ceaeur• lln4 . tr pou l b1a , bh oo- o;>Or• t1 on. Ill 

mlsht wt1h to conaldar wbatba r lt waa poaalbl e or 4••1r ab1• 

to-r \be Brltlall ~uiT ~ ._ ... · - alal l ar aetloa, o-r 

at 107 rata to cin 1 pu'oll o tndlcattoo or •ppr onl or tbe 

ooat .-pla\ .. A8arl11A aotloa. 

Regraded Unclassified



. ' 

-··-
J blUJpa ... ollnouelr aunc t.,. llJ t bo Idee but u ­

plelnad t bat tbh llalac • ~·•turdaJ llo • •• wl\1\out. e 

Che11aellor ot the ilxoboquor. aad a " nit or O:llflllllld, an<! be 

wont on to &OD \1011 tbot tbo Dell or <Aflh.a d ••• atlll 

o~arFOd in theory, &ad to .... extant l o praotloe, wltb t bo 

!la ob'floualr 

bad no dat1nlto l daoa a. to wbat parallel oottoc, :r &DJ, 

oould bo t•• •D bare a nd t or both thaoo roaaooa ha add !Ia 

whhod to 'POit pono tt1'f1nl! en an.,.or unti l l'oadaJ . 

t tried to a aoortatn Whe t ohsnoo tbare wee, l n bla 

oplol oo, ot tba Srltlah au tborltlea eol n• ba:rood aaklac an 

appro'f lnp atato~nt, r.od 1 •U««<•ted t bet t r lt ••• .. rolr 

• ~ue atlon or ~•kl~ s uch • atator.ont ln tho ~ouao or 

OOCIIII>OIII on !'ocdl.\7 arternoon, tba <eoreto r )' or the Treaaur:r 

would probebl r wl eb to ro ebaed and ~aka hl e snnounoOQOnt 

t ro: taah ln~tOII O'fOr tbe .. alton~ ! 00 the Other ban~ , lf he 

th~U~bt there W~t 1 .Ubatant\ol Oh&noa Of per &llel eotlon 

be l Ill' .. lcoa haf'a, I tel t aur a •:r. ~·orgenthau woul4 wAnt to 

aroobroalae \he \lalns eni , \bererore, would be wll lla& to 

,.., .... tbe ennOWio-at. u\11 arranc- nta ~01114 be 

To tllh l'bJlllpa add 

eftd ho oeke4 " e to ooa••J it to lotr. Mor&• nt he• 1A tlleoo 

worda -- t hat bo •11 aot 1lko to ••1 tbs t. tbere ... oot a 

eubetan\l al ebeneo ot eotlo111 ~t be ooul4 no\ ln \ba 

ol~ou~e\eno•• Jr .. tao tbat lt \be Aaerlo"n ~nnouno ... nt. wee 

delered, be would be able to cl•• • teYOreble re~l7 on 

llo ao4 l lett 1 t at tbet ·- tllat 

be .. 1114 OO ahoh wl til - U oerly U l)OUlbh OD l'oDOI.\J 

att.ernooa, 
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arwnooa, ... tut pea&laa \118 reooh \ or bJ.o reply .. 

u noun-•' ~4 bo ••• la wulllacwa ul .. o I aot 1D 

~ouch wl\ll Ill• op la oa4 o4Yloo& lila lD • ooa\rerJ •••••· 

Ia \110 oourH or OU' 4loouat oe, ~llilllpo 4U o 

Mrt ola •oun\ or \llllllrlftC "' ltlla4, la \be tlret pl ooo, 

ho oelcl , lao rooll aocl tllat 11do .. uoa would t oa4 to aolro tllo 

dollar woalr , 'IHI\ o44o4 th&t It would aot llo at all a ba4 

tb lDC ror lt t o be ... k esal na\ .uoll ourronolaa • • tho 

treao. llo elao atato4 t hat t hh • ••uro lll t;llt. be oe1lo4 

roanlq oao or tllo 4on•tl-rJ bnlr .. bU t l t a! !lilt li t o­

who bo tor.od rerlrla& 1ctlatloa&rJ appr ollouloaa and ba 

wet 011 to <1108\loa t llot t llo ooat or l h la& - • qob boocalDI! 

• ~ol lt.loal l aouo l a tbla oauntrJ, •D4 oYO n tbou&ll .. , 

aotl oo ta07 al~t t.&ka wou l d h••• no 41root aoODootl oe 

wl~b t ba ooot or ltwlaa, l t al&llt bo ao latorpr oto4 

polltl oally. To t bla , I o ako4 whet her tho r a\o or 

lnareoao la WlnplOJaeD\ ... Mt a lao llooc.iq aa •••• 

Mra laportant polltloal l .. uo ... Wbatller t ho 4oprauloe 

poycbolOCJ ••• aot srowiDC• Pllllll pa ool cl \bat tb lo ... 

lD4M4 tru, If• aloo took ooooatoe t o •• ,. , ao4, 

l noldantal ly, bo uao4 tbo por aonal pr onoun , •r llawo t&kea 

reoant \ J tbo only a\DJ I ooulcl to bolotor poyobolOCJ aacl 

t~los::ant tho Van Zeelu4 report bJ rooorlnc - or t iM 

obataoloa to rorelp ln4lq , - S.t h• wont on to aU 

that, 111111 Ita ooecl l tt otl8 to &marin, til " uropo to-4a7 t bo 

lotoraatloaal poll t loal ol tuatloD ••• oworabad~D& al l 

otllu ocaol4ora\lone1 tllat all • .r JcoU or owor7 JcJad 1A 

tllto oountrJ wore qatot 4uo zo!nlJ to tho abaclow oaat 117 

tbo 1u'o110u ... Far c .. wn pol l ttoal llattpanlap. 

'nlo alleft waa .,.,.,r\ed w \llo s oorotar)' or tbo Tl'aoaa1'J 

..-. bo tolopll-& a\ a p.a . oa robruor7 ll , 19M. 
Regraded Unclassified
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arr.ase tor a r arlt ... atary eaawer to t bet erteet , an4 

,, .,." ' 1 t elaar t iM\ \lie aa\loa or \he Anrlata Tnu " rr 

... . NllJ ta llll• w1th tiM pnarel polleJ polro,.ed IIB4ar 

~·et an4 pre ... \ ooa41tloae be~ or Rel nt•lalna a pro•• rlr 

erpaa4 .. are41t IM" an4 that tbla a\111 ~aalntd \~t 

polloJ of the ll1'\ \lala oonn.aat . 

wal •J an4 Phllllpa sleo t ook ooo1eloft t o aar that 

tha \1'11\4 or tht 4lae9ealoa a t the aea\las re•aaled that 

tbera wre two qaer l • a l n t ha a lah or aoat of ~'" p.rUtl• 

puta: oaa .. e • p na ral ~1'7 u \o bow tar aoae\a1'J 

tao tore aloe• oo~4 l nfl,.an .. \ ha r e etora tloa or coerl4eaee 

the other, a epeolfl t one, 

••• wh7 tbla .. tho4 • • • a4opte4 .oloh, l n the laat aaolrole, 

4epandad tor 1\e p1'totlool arf'u t 'Jpell u abaonoal ooo-nt 

ot ;old DtO the O'Dlte4 SUUt r ather the the ,..4oao\loe or 

the r ooeDtlJ roleed reaern requtr ... ata, 

I latar laror- 'l'alaJ "' talepllone tlla t ~·r. Vora•tbee 

had euthorlta4 .. to aar that a etatesaot I n t be ~ouae or 

Co..oot alo~ tha lin•• • ucceeted would bt .... , aooept a•l•. 

r 'I I I ' l I 

~··t 

, ... 
•• 
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1.0••, ,..._, u, 1ta • ... .... 
a~lfts coanr••lou a \II Ottlolala ot ..-. arUhll 

'trH.ui'J reprf.lac 11u .&Mrl- Tr•.uo:r'• 

Poll17 ot ·~-a-.rlllatac• Qol4. 

S1Jl9ft. T ew mpnAl, 

fte BofteraUo 

!llr 1 

fte ... 1'oUrJ of 8\&M, 

••llllac\oa, D. o. 

J ..... Ua ao .. \0 rotar \o •• Dap.n.-''• ... 
M, row-J U, t p.a., u4, la .... u ..... _...., 

l / \o aallaH U ., ... , Ill \Jia IIODYtrMU•a '*iall lire 

.. ,._r\11 •• •1\11 ettldala ot •• BrlUa treuG'f 

.. u. --~ .. , ot ... .&Mri- TreuG'f'• . ...... w ... 

"•• of .-14 pa1117• 

au eaves ......... ., 
c..-·"-· Regraded Unclassified
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----------·--------
• n•r nMIYlac , ... ~en\tar7 or tlso Tnanry •e 

t net~otloae ' ' • 'oat t o'•l••- on tlse ... nl n& or 

rabruaJ'1 11, ltle, T la1e4le\el7 oelled up 3lr V?edarlok 

bllll~• at hi • tlouae t o an.are, laa-.uoh •• the newt da y 

••• a ~ aturda7, t hat he would ~ \o t-. ~rlttah ~·••ury 

He r.o« t l J a~•« to do eo. 

Coeaeque ntl7 I eaw ht• et 11 a~• · 7e brul!'1 11 aod 

•X9l•ln&4 the ebana•• la tha aterlllaatloe or aoi G 'ollo7 

1 alao 1'• .. •« 
on to bl• the eaplanatory tnrora1 ion &loll ~·r. lloraaDt bau 

bad ..... a• oa t he telephone ~o t he etteot tbat coeo14ar­

loc tbe t.ror tanoe or the paJcbolo«l .. l r .. t or 1A tble 

reoaaalon we were Oealroua or l ett1na the worl4 know •• 

soon aa poaelbl a tha t wa lntand \o looaen aa.e or the 

oerlatlonary brake• appltae «uri~ peat aoetba, that tbe 

propoae4 ..... re ... OM tfllleb the U.atahtnUa •out• 
toke without awalt1ac en e nebllnc eot oD tbe pert ot 

Coar,reaa, ond the t tt . .. he~ tlat lt would pro .. b• l ptul 

t alae 

atatad tbe t the ' eentaJ'7 or t.he Treaaur 7 •• autoua \o 

make an announa ... nt or tble ohftace • • aoon ea po•• l bla , 

prerenlll7 o .. r tile -kM«, aDd that t waa 1utruote4 

t o "' the\ .. woa.ld M , led to han ble reaoUoa te tbh 

propoaaO ~•.ur• end, it poaalbla, bl a oo- operatt oa. Me 

a1~t wlall t.o ooadder 'lllle tbar H wu po .. tne or Oeelrollla 

tor U.• Brt\lall ~""" M ._.,. - etalllll' ._., .. , • 

ot • .,. rete to SlY• a publlo \ DOl .. ttoa or e:ppronl or tile 

oeat .. pla\a4 A ... rloaa ao\loa. 
'Pilllllpe 
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r lltlll pe ne o~Ylouely •~treo\o4 b:r t be Idea but 011 • 

pldoed the\ tllla MlB« a a\vdey be ••• whboul. • 

Cbe nMllOT or \U K:ubo~~r and • 'lu k or t n&l aod 1 an4 bo 

... nt 011 t o &on \loa tba\ \llo i311\lr ot .a&laocl ••• o t t U 

ohu,...d 1n theory, ~Del \o .... aX\oo\ I n pr e otloo , with \Ito 

ro4J11l a\loo ot orocll t ia \lao Oil lwei Kl qclo: . 

bad oo dotiolto lclaa e •• to wile\ parallel ao\loo 1 : r .. , , 

aould bo taken bora and t o r bol.b t haao r e • aona Ita oaicl be 

whhd t o poal. pona s hin& on an ... r u"l\1 1 t·onda.J. 

T tried to a aaortoln Who\ o~n•• t haro wao, In h ie 

opinion , or t bla Srltloh autbori\lu 'oin~ ba)'oo4 aakJ q a11 

&'OI>l'O'rlnJ' •ta\o:~~on t , r.11d T a tlll,., ted t he t 11' It woe aroly 

• r,ueation ot ~•k1~ such e etete~ent I n the ryoueo ot 

ComlllOIIe on ••ood~ty atterooo11 , t bo •aere tar:r ot tha Troaaury 

would 1Jrobobl:r whb to ,o eboad and aalla hta aocO\Ino..:ent 

!'1'0111 ~ aahin~tton oftr tha weekend 1 on the other ban1 1 11' he 

t~~bt \bore .... e .vbetantlal oh• noa or parall el ootl on 

beinr aok .. bora, I rolt ~r• \~. ~or~enthau would • • n t l.o 

eynohrol\lao tho U a1na en1 , tllaretore 1 woul <t be wllU.,; c.o 

poet,... tho announo ... nt .atll • rr•nc ... nt a oould ._ 

To tllh Pb11Upa aa14 

aJI4 he a alro4 a o to ooa••Y lt t.o lo:r . !lorsa ot !lau lD \llaH 

•or4o -- ~he\ ba 414 ao\ llt. ~o aay tha t tb•r• ... aot • 

al&llaUoUal ahenH or .. \Ions but ll a coulcl oot Ia tho 

olrou• ataooaa 11ra.l H til• \ It tba Aaarlo• o aooOUAO ... a\ ••• 

dola)'a4 , he woul 4 be able to cl•• a f a yerabla reply oc 

Ro and I let\ lt at that -- lila\ 

be wulj! eo-'lllaah wt t~ • u early • • ponl b~a on \'on4ay 

att•rn-~ 

Regraded Unclassified



... 
atwrt~ooa, aM cut. ,.. ..... \lie neah l. or lab repl7 .. 

un011, -•t. .ollld be .... 1a Wull1 .. t.oa unleu I cot 1a 

toucll wltll llla • RatA all4 etrla .. Ilia l o • OOil\raJ7 anea. 

Ia \!Ia oourM or OIU' elMueloe, oll11Upa dld • 

l o tile tlrat pleoe . 

he .. 14, be r .. uaed that 'Ilia aeUoa wolll4 tend to aelra the 

dollar .. ak , but added \hat i t woul d a ot be at. all a bad 

thlllC ror 1 t to be .. ok et~elnet wah curranolee u \lie 

trano. He a.leo atate4 \bat tbla a.aaure ol Bbt be Oallad 

remo•l•c ODe or tbe darlatloaar, breka a but lt a t<bt ltke­

whe be teTIIed nTirlDtl io rlet101la!7 apprabeutODe and he 

went OD to a n\loa tllat. tile ooa\ or lhlD(I ••• asaln be ooalllf; 

1 ~"'Ol1t1oal l u\Ae 1D tb\a OO\U'Itr,, eotl evan tb01181l U7 

aotloo tlla7 mig)l t take wou1c! h•n no 41re ot oonoeotloa 

with the noet or 11Y1QI, i t aigbt be ao iaterpreted 

pol l t loall7. To thia, I aaked whether tile rata ot 

loon••• lD wuoal) lo;r.ent -. ao\ •1ao beocainc u ena 

1a0re bl)orhn~ polltleal have aa4 Wbetller the 4epnad .. 

payohol017 wee not srowtnc. Pbilllpa ea14 that tb la • • • 

IJa a lao t.oolr oooedoe to ••7, ao4, 

l ooldentally, be uaa4 the per aonal pr onoun , •t llan talrea 

r eoently the onl7 at.ep 1 oolll4 to bolater payebolOIJ ud 

lapla .. ent tba vu zeelu4 report bJ reooorlnc - or t.M 

obat.aolee to torelcn leD4tac.· 

\bat, UDlt ke 0011111 \toea la .-rloa, ta "urope to-4•7 t ile 

laternatloael pol1t 1oal altuatlOD ••• o• erabadowiDR all 

otber oOBd4aratlonel \lila\ al1 aaneU or ner7 lrlll4 tn 

tble OOUDtry wen qulet due ca1D17 to the abadow caat by 

tba !Vo)leaa aa4 rar Jtuten l)Ollt1oel bap)leaiDP• 

fte a'lcrn _. n,cn'a4 to tba 3eorehrr or tba ~enury 

wbeo lla tela,.oae4 e\ I P•• • OD r a•ru&r7 11, 19a&. 
Regraded Unclassified
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At • p.a., on r.'W11ar7 U, t he ~enter, or t he 

TreaiNI'f tehpllOiled aNI T \Ilea reported tlla t l ll&4 

.. 

Jvat t 8l ked wrttb Pbllllpe ••• WaleJ, who, in ql~ln8 .. 

til• Chaoaellor or the laabe~uer•a replf, hac aald that a 

=-•tln& bad beea beld tbat .ora1nc to 41aou•• tile wbol• 

pro~l .. ; tha t t ile •ttuatloa• la t ile Ualtad ~t•t•• • ad r root 

~ri t o Ln ware, Ia the oplni oa or the partlol paatl at tbo 

&&attn~ , not oaap&rabl•l t bat tba oal7 two datlatloaar7 

roroaa wbloh bad opor e ted In Craat Brltaln were tlla 101• 

aoara """ Cht .. bar l ola' a t' lra t " a \loa&l [1afeaoe CoD.t r lll\l\loa 

taa, bot h ot Wblob bA4baoa obllterfttad b7 IUbaaquaat •••at a. 

Tba Cban .. llor or t~ -.obe~uer bad , tbararora, atatad \bat 

ha oould aot tbla k of •nJ aotlTI ate~• of • new aad atrl kl DC 

oh9raoter Wbl ob oould uaa tull7 be teta n l n tbla ooua\1'7 to 

no t • • a parftllal to our proooaftl , ~ th~t • 07 eotloa ba 

col sbt tan would or neooul\7 be sotac tunber t bUI MralJ 

ra:r.o'flniJ sn~h\ng In tbe nature or • brell:a oa bual n••• 

prniJl'••• • auob ~ • real or auopoaad 4atl lt1onery t aad•aot• •· 

Tn tbla oonn•otlon , a.ntloa .. , oloo aftda or t be ~• .. t t 

•odl~loatloa or tba reat rl otloaa on toral «n l eedlr.~ ••4 or 

t~o reot that tbe a441t 1oa or gold t o tbe , act or aslaad la 

no\ tb• norael or aoat ooa'fenlen\ ~e\bo4 or exp•n4la« t ba 

f-Uab eaponalon would l n general ba &ada 

e1elaat ••ouzltlaa pure._ ... b7 tba OeAk or ost•o4 aDd l a 

teet tbe Dre4lt ba .. ••• ••r1 bl eh ot the praaant t l .. 

throu~ avob o,eretlooa. 

I ••• lorormad, ~•••r , t ba\ , lr lobo ~18oa • a• ••r7 

ready lo • •• ~ubll o b1• aJDPUbJ with ~·r. ' orsantbau'a 

at.a. an4 tha t ha orr•red , l t I t bo thou~bt h•lprul, to 

OJ'UI\C' 
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arren1• ror a Farl1 ... a\ary .. .-.r ~o tbe\ arree\, an4 

~• aalte t t elear \be\ \lloe aa\l• at \lila ._rl .. D Tnenr)' 

wee 1'11111 la 11De wit.b \be canarel poller )lU'eud u der 

pae\ and ~raeaet oon1l \loae bera or aetnt • tatn& e properly 

eyPen4ed eredlt -. .. end tba\ tb \e ett ll reae tned the 

polter at tbe BTt\telll oo••rna-a\. 

Wel •J end Pbllllpa s\ eo took ooeaelon t o aey tbe\ 

tbe \rao4 or tlle cUen .. t on a t \be ••Unf'> reYeelell tbat 

tllera "" ,_ qaarh a i n " " a lal\a ot a oat or the pa.rt tol• 

pcU1 oaa •• • canerel ...-rr •• to 11- ter a011etary 

taet or e eloae oould t nrluan .. t ill• r ae t orat1oa cr ooat ldanae 

ud tapr o•• lnaalnau aentl .. nta the ot her , • ·~•oltlo one, 

na Will tbh aa\~ ••• ellopte4 llllllch, t o tile laat anelrete, 

4epen4ed tor 1\e praotlo~l a ttaat ~pea u allaora&l ao .... Dt 

o r pld ID\o tile OD1\ad 1!\e\ae ra\lller \llao tllo reduoUoa ot 

\ba reean~r roteed reaerY& ra~ulr ... ate. 

I later lator .. d Wal &J 111 telo~one till&\ ~~. Worseatball 

bed eu\llorlaed aa \o ••1 tba\ e ahta..en\. l n t lla 'loaM or 

c-u &loll« t.be un .. e.acpetd wo.Ud be n rr eeeap\ellle. 

0 3Y I 3 '\ 1 ·1 

•• 
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secre ~ary Morgen t hau - 2 

The f ollowi ng items ehow ahar p decr ea ses in our exports t o 
Japan during the f i rst two weeks of Februar y 1938, as compared 
w1~h the first two week s of January 1938. 

Fir st 
February 

1938 

t wo weeks 
January 

1938 

of 
December 

1937 

Raw cotton 
Pet roleum products 
Copper 

$1,116,000 $1,533, 000 
547, 000 1,958,000 
214,000 430,000 

$ 287,000 
l , 4oS, 000 

234,ooo 
l ,314,ooo Paper base stock s 20l, OQO 382, 000 

(3) Of t he t otal of $6,112,000 of exports to Japan during 
the first t wo weeks of February 1938, the f ollowing items account 
ror almost all . 

Raw co tton 
I ndustri a l machinery 
Vehi cle s , parte & accessori es 
Pe t roleum products 
Scrap iron & steel 
Pi g iron 
Tobaoco & manufac t ures 
Fertilizers 
Copper 
Paper base s t ocks 

Total 

All ot her 

Grand total 

$1,116,000 
985,000 
624,000 
547,000 
441, 000 
314, ooo 
289,000 
248, 000 
214, 000 
201,000 

4,979,000 81~ 

1,133,000 1~ 

$6,112,000 

26J 

( 4) United States i mports from Japan decreased about 38 per­
cent duri ng the f irst two weeks of February 1938, as compared wi th 
our i mports duri ng t he first two weeks of January 1938. 

United St ates i mJ2ort s from JaEan 

let week 2nd week Total - let 
week a· 

2 

Februar y 1938 $1,553, 000 $2,327,000 $J, S~.ooo 

January 1938 2, 033, 000 4, 18~,000 6, 218,000 
3, 4o ,000 5. 565,000 

December 1937 2 ,159, 000 6,893, 000 
November 1937 3.239,000 3. 654, 000 
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secretary Worgenthau - 3 

(5) Tbe i~orta ot raw silk !rom Japan showed the princi­
~al decrease; imports other than raw silk declined over 
$1,000,000, but individual items maintained about their eame 
re l ative positions. 

Imports during the Raw s1llr. 
first two weeks o! 

Total imports other Total 
than raw a1llr. 

264 

FebruRrY 1938 
JC<nuary 1938 

$2.~68,000 
3. 780,000 

$1.~12,000 
2.~38,000 

$3.880,000 
6,218,000 

December 1937 
.. ovember 1937 

2,93I,ooo 
3.91 , 000 

2,628, 000 
2,977,000 

~· 565,000 
.893,000 

(6) 0! the total ot $3,880,000 ot our imports !rom Japan 
during the first two weeks ot February 1938, the following items 
fCCount t or almost all. 

Raw silk 
Cotton manufactures 
Ch ina & porcelain ware 
Hats & hat materials 

:.tenthol 
Pyrethrum !lowers 

Total 

All other 

$2,~68,000 
323,000 
92,000 
87,000 

5~.000 
52,000 

3,076,ooo 79'f. 

8o~.ooo 21~ 

Gre.nd total $3,880,000 

China durin the tirst two weelr.e 
ot 

(7) United States exports to China and Manchuria during 
the tiret two weeks o! February were about 26 percent l ower t han 
during the first two weeks ot January 1938 . ExPorts t o North 
China and Manchuria declined 50 percent and exports to Shan8hai, 
South China and Hong Kong declined 13 percent. 

Firat two 
weeks ot 

February 1938 
JMuary 1938 
Dececber 1937 

~;bole 1110n th o! 

Unit ed St ates exports t o 

North China 
and Manchuria 

• 557, 000 
1,116,000 
l, 323,000 

February 1937 

Shanghai, South 
China and Hong Kong 

Total 

$1,8~,000 $2,~99 , 000 
2 , 11~,000 3, 30,000 
1,808,000 3.131,000 

$5,262,000 
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secretary Korgenthau - 5 

(10) Leading i iiPQrh t roa Oh1na: 

(a) From North Chi na and Manchuria: 

Te~tile materials & manufact ures 
Perilla. oil 
Animal produote, inedible 
Sausage casings 

All other 

Total 

First two 
February 19311 

$109,000 
39,000 
27,000 
2J,OOO 

9, 000 

$207, 000 

weeks ot 
January 193§ 

$139,000 
41,000 

211,000 
4,000 

234,000 

$629,000 

(b) From Sba.ngba1, South Chi na. and Hong Kong: 

Tin, ore , ba.re, 
Tung (wood) oil 

etc. 

Flex, etc . 
Bristles 

Veget ables, edible 
All other 

Total 

First ~o weeks ot 
February 19}8 January 19311 

$172,000 $ 134,000 
lJII,OOO 429,000 
108,000 270,000 
84,000 110,000 

7J,OCO 
251,000 

122,000 
424,000 

$826,000 $1,559,000 

-
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Febr uary 25 , 1938 

I showed the attached clipping to the President 
~~d he was v ery much interested. 

270 
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pain Needs War Material;· 
Premier Appeals to .. 
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called on for loane. 

DD OJ' DSSAGK, 

BULLI!'l'. 

I 
J 

• 
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-a-

d•anoe dieoueeion e With the Br1Uab. .lbout the tctb 

o! Mt.roh he will coae baok to Parie to report t o Jfarohand•u, 

a nd he e&1d at that time he would get 1n touob w1tb •• 

again. 

1fiL80J. 

U:Lft 
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2-# 168 , Prom London,Fcb. 28,7p, m, 

DirEctor of t h e I . S . Bank, and said thst thus far 

they h"'d strictly adher ed to thEir own statEmEnt of 

mn•,os E 'lnd at tempt Ed to do no mort in London th::~n 

" :n·:'~£ ::md improvE on their contacts" , HE rEfErred 

~r~tn to thE difficulties facing the Ang lo- Turkish 

p~~Lnts 'lgrccmcnt ( Pa r agraph two, my 687, NovLmbtr 2 , 

7 p . m. ) and snid that what rould rea lly hElp the Turks 

would be ror Grcat Srltnin to increas e tts purchasing 

of Turltl sh to~acco but thus fnr t he 'I'urkish 

nuthorit iEs had no t been ablE to d iscover a suitable 

'llt'l.ns of .'lchicving thEir a i m, 

Three . ';slEy 'l lso rEf Erred to thE visit of 

S\···1or D' Agostino, Di rector GEner a l of the Italinn 

· ~"' str:t for Foreign Tr:>.dE, who 1s htrE discussing 

the l't".tt>s of the AngJ o- Itali:m payments agreemEnt . 

Sy t~pltc~tion '.lalcv (!lVE 'l dtni nl to the ru.'llors 

(A) th'lt Ita lian ncc cptonc E c redits in London a rc 

l?.rgtr today than a year ogo and ( B) t h:>.t the Ital i ans 

'lr c 'lt the present timE at tempt i ng to r ?.isc a loan ln 

Lonric•n . 

Four , Bot h ~-!cl qr 
1 

nnd Bt Y•l cy whom ! saw lat tr, 

inqu ired atout the 1-!ung~rion debt off er which has been 

bri efly reported in the London press and I agrcc~b~~in 

27S 
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3 - #160 , From London, Feb . 28, 7p . m. 

obt"lin '\utl"'or1tnt1vc informa t i on r egar d i ng it . They 

v•crt ol)vio,lsly vEry ;onuch intr r rst rd . 

F ive . Bt'":lEy sn1ls on thE QUEEN l!ARY a rriving 

flrw York i:nrch 21. Somr ti"'E o.go Phillips ment i on ed 

Lh. rossibility of VIi thdrawing TrEntham :md s Endi ng 

~rwle" b-,cJr for a vea r until " some one rls E could be 

found" . I :'\t1•cr t.,'\t Phillips forncd his own judgment 

of l'rcnth-:m .\urint; his '.l•shington visit and hns bttn 

•.nx lous to f1 nd n plnc E for him out of thE policy and 

in the cot·.bl1shmrnts ( td rot bud~;ctary) v10rk of the 

Trrr.sury . ThE l)rospEct of further tripttrt i t c con­

ver~"ltions brought thE ma t ter to n head . ( END GRAY) 

JOHIISOII 

"L 
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t he !lrUhb lllba••J of J U\IIlJ'J 11 ~ ncl r ebNUJ H, l !l:OB, 

ta r•1•r4 t o \he que-'loa of the 800\ eul\able ~ncl aoo\ 

llr . Ven h alan4 baa under\aken and r epor\ecl upoa. 'IHl-

ta tna , a e e\a\ecl by the Br lttah Prlaa 1/ lnhUr ta \he 

Houoe of Coe.oa• oa F'abN8J'Y 1, \nat nrtasry rupoao1b111-

\ y !or \ be nex\ ao• e llea ol\b \be ~rttleb and r reaob Do•-

I n all tbe olrcuaat•nc••• \bla OoYernaen\ h lD-

bla '"*• 
Ja Regraded Unclassified
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-·-
111 , .. , ..... , "' wuu..,.. ... w -u- ••-.. 

el .. of llr. 'u laalaa4•e pnpe•le• nte a..-at ... , 

net wllll ta ba -.danteM u -.u .. a .. u.at atfant•• 

aeU• ia , ... la\IJ'aaU-1 --'• flalll _,, at _, .. 

• u,, • ._., tile parfaetlR of til a plaaa ..... ~ ~· •ua•n• · 

WU bcnal •1-"" ta lftJ .,.,. ' ' •liUaha ' b' ltlf)Ort&noa of 

cc.pla" 41apoeUtaa aDd aetU•ent of t ile MftJ ,.., , .. , ue 

he~aae \0 WIItala lip, Vu laalllllll rafee, alld •lUio.l •leb­

t na, •• 'bia , ... , to dleeuae t ba praetlaeldlltF '' tbe 

aetallM appltRU• of na nno•• .......... wbt• u 

nropeeae, tllh Oe• .. •=t U ef tile optalaa •at lol'Oild ud 

t•elltle aetlloela atr•.,. odn for Mbial ftlletMttal 

p ...... o .. , • u •-•etac -11, ta Wtalill a'IIMt 

'""'"'-' ta ,,,.,. .. u ... l ua••• .... _, .. ..,. rell• 

Uoulltpe. 

ftoeo ••-••• ne otfl..., of wbiala ap11aar• ' ' 

'lill• .. ,. • .. w M Mlp _.,.,_. • r•eat ,_,_ 

a ... , ralata '' 'llltletaal •puau• ot Uede acr•••'• 

_. u•tt" ...... • t~~• ..,....ut-1 .. ,._r ..... ..-u .. 
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_,_ 

auo ottMtt•• ta tlllo ut.-rtt'• -··~ arn...-•h. 

nh o..-•• bo\ta.oo tllat lt h wttiUa \llo ~>CIII'er et 

oooloo eacl dMltlH of ..,.,., o_..,._,, rft\lJ t a\oot 

t1d•o•, \O a..tl Uaolr of \ b .. o aotllodo. 

~ 1\b .. ob attrer011t "' or tlaUoaal otnuna,.... !hat 

• 11 \bat tllor "" \o OU''T ror-n, -,. aoaoa or btla\eral 

a-cottattooa, aMtua\ r~toa of \rado ree\rlottoaa, 

ottertoc uo nuaotoa of \bo -.aonh to all otlllr •-

\rloa •lllla& lU:owt•• t o appl1 t ile 11n.ooodlUOUl aoat-

ro.Vl•U" Mlatnsl Uaoo, ... ,_,. ... N\JI n o !!ftMla& 

l f 
--al ,..,...., ............ , ... 

ud no ..- .. • ""~"'"""" Regraded Unclassified



atMel' •• 1~ • .-.~u.-..t et n aeutlliato~ 

trMt-t, t8dt..-•1e te ~• •-1•1&• et -.r-•te 

belftq pn-lM et ••-1 ...... ,.... Wltere IUid u e,... 

pneuc .. a.n tt.Sq -.lerM ta -ental 1101ter, u., 

.. o llld line to M aecllftM, l f e wwld oNP'IJI Ia te "e 

~· uto ~xtat-. 

L tli::ewt • ta ne _.-.,., tt eU a !Ill Ia tile fttU of 
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\li t ewlllllacea, U h 110ael'111a tllat 4lraet dh ..... l oa• 'lle­

t•Hn ' "•ra-ta, aue "' pr•M• tbe fo~tl• of tile 

trlpertlte --'•ry •rn~~~•••• e.M lila•• .. rt• \.be eo .. 

u.-. ..-u• of tlleae arreacwena, ., epeMl1f rteld 

ao•llr •thfNMrJ nwlta. 

Tlt.la a..-•' r-phea tlllllt , ... ~~&Udee da-t'IIM 

aM'fe •r ••e to 'be 1111'!11_, .. ~, otlln ... - .. ·~ 

ne u ... ar - at wr. •• &••1• .. '• P~•h· nta 

Onn-t s. ... .,, .... , a_n, tlllllt •tsorCMe aet1• • 

tlile ~n ef a lar,& _... ef •U•• '111 -•• of tile 

....-. .... rena ta .-. ---• -u •' •lr -

ettwte tae 'IIUS• ,_ .-..uttal pf'&l7n• '-" ,.,,..., .. 

_, et uurl• r•loa•-· wt - 141 81
" .nate ar 

,_u, Regraded Unclassified
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lD I'IICDH \ o \ Il l o~a\loa •ell 1D the -raDII• of 

\ll&t \lien •1111' 1M 4111lp&t .. • ropree•taU•• "'~ 

J -'•'ld.1a)~r .. atatln of \U BrlU .. o.nru .. t and "--

H ~·I ,, ..... 

.,,,~.~.~,:n; .. ~"'..-.. t llu o..•r••' "",., 
•Ul no •"• h r.rtlllr elarlft ... 

~-'of ••••· ........... 

to defer dMhto& 
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!l?lJr: 
John 
Garner: 

ID!Jr: 

G: 

t1t.lJr: 

G: 

JL!Jr : 

G: 

n..!Jr : 

G: 

G: 

li:.!Jr : 

G: 

lLitJr: 

G: 

HW'r : 

Bello. 

Hello, Henry . 

How are you? 

Oh, I 1m all right. 

ltonday 
February 28, 1938 
9:20 a . m. 

• ' 28"( 

Good . l&r. Vice President, I was t hinking about that 
Andrew SJliYth. 

Yes. 

And, you know, t his job t hat I have in mind, I 
t hink t ha t he '~ a can wi th manuf acturing experi­
ence. 

Yes. 

And I 1d be more t han pleased t o have him come up 
and we have funds - we could pay hi s expenses up 
and back. 

Yes. 

But I wonder - I mean, I don 1 t want t o do anything -
I mean if he and I can decide thli t that isn't 
what he wants I don 't want t o do anything which would 
slight him or hurt his f eelings . 

Yes. Well , whatever you say 
up to you now. I've jus t -
the information I have . 

about it, Henry, i t 1 s 
I've given you all 

All right . Well, you see - I think I told you 
originally it would be Procurement and the Bureau 
of the !lint. 

What? 

The things that he 'd have to supervise ar e - is 
the Procurement • • • 

Yes . 
d the Bureau of Engraving, and they both 

i~:O a man who ha s got manufacturing experience. 
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G: 

lli.!Jr: 

o: 

G: 

-J-

Well, do just as you like about that, Henry. 
I 'll wire him any time or nnyth~you say to do 
I'll do. 

Well , wire him and we'll pay hi s railroad rare up 
and back so that he won't • •• •• 

283 

All right then, and he's to come up there and look­
so you can look him over. 

That's right . 

All right . 

Thank you very much. 

All right. Goodbye . 
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liUJr: 
sumner 
17elles: 

tlllJr: 

W: 

HMJr: 

B~!Jr: 

1 .. • ' . 
ll!.!J r : 

W: 

t!MJ r : 

W: 

il:.!Jr: 

••• ... 
iUIJr: 

W: 

Ht.!Jr: 

Vi : 

Bl.lJr: 

Bello . 

Hello . 

Sumner? 

llonday 
Febr uary 28, 1938 
9:30 a.m. 

Hell o, good morning to you . 

How are you? 

Fine 

Sumner, today is the last day of the month and 
unless there i s some reason that you have we 
would normally renew the agreements w1 th Kexico 
and Canada . 

llo, we have no reason t o the contrary whatever. 

All r ight . Well , then I' ll sign them. 

Right . I wanted to tell you also that I am 
start ing at t hree o' clock this afternoon •••• 

Yes • 

••• the f i rst of UTI{ seri es of conferences with 
the Mexi can Ambassador on all of the t welve or 
thirteen pr oblems that we have t o go over with 
them. 

I see. 

That includes, of course, eventually the reco~enda­
tions as t o financial poli cy. 

Yes . 

And I asked Feis t o let your people know on 
Sat urday • • • 

Yes. 
that t he Mexi can Gover nment is sending up an 

~~pe~t of t heir Trea sury Department to start 
conversat ions with your people. 

Yes . 
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Yl: 

!t.!Jr: 

II : 

HMJr: 

W: 

~r: 

,., . ... 
HMJr : 

\". ' . 

-2-

And he is due to arrive today. 

I see. 

But I thought, before going into the matter 1n 
any detail wit h you I ' d better have a survey 
with t he Ambassador . 

O.K. 

And I t hink by the middle of the week I'll 
probably clear enough ground to be able to have 
some opportunity of t alking profitably with you. 

Thank you. Well, t hen I 111 wait until I hear 
from you . 

All right. Thank you very much. 

Goodbye. 

Goodbye. 
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·.:cR: 

Gt s t on: 

Gt stoz, : 

:: . . . Jr: 

-17-

He t s at the ~ih.ite House . 
:.!ac . 

All right . 

308 

I 1ll t~lk t o him first , 

t:oneressm~:.n from Arkansas is no t happy . He ' s been 
telling newspapermen, specifically :.lack Johnson, th&t 
the Treasury insists on holding the J.lcohol Admlnis­
tr&tion in the Treasury and not letting the President 
a.;.~point tne Commission, &nd thc t the Federcl Alcohol 
•dministra tion in the Tre~sury i s f avor 6ble to the 
wniskey trust t.nd ant agonistic to toe 11 ttle distilltrs • 

.. ho • s thh t? 

1- uller . 

3 . K. Herber t , you stLy behind . 
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TREASURY DEPARTMENT 

INTER OP'FIC& COWWUHICATlON 

secretary Uorgent hau 

t.:r . Has./11' 

0 ~ 318 

o•n !'obr. 2S, 1938 

In response to your request tor i nformation on soil con­
servation payments made during the present fiscal year, by ~onths, 
ce have obtained t he following 1ntormat1on f rom Mr. Stedman • s 
~r::1ce ot the Agricultural Adjustment Admin1etrat1on: 

Total conservation payments made 
during 193g fiscal year: 

Million dollars 

July ll 
August 5 
September 5 
october 5 
November g 
Deoember 
January ...M... 

Total 55 
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Prepared by: Wr, White, Wr. Glasser, 

1.1r , l.luroh,y, !.!r. Dagg1 t, 
and Ur. Haas 
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