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Preeent: 

Mr. Bell 

(Later) 

lla7 II, 111~ 

8:45 •• 

Mr. MoRe7nol~ 
Dr. White 
Dr. Haas 
Mr. Gaston 
Mr. 'J'aylor 

Hll Jr: Bell called Mr. Woodrwl at a:r IIUg­
gution tfiie 110rn1ng and found out Woodrua had had 
no oolllllln1oat1on d1reotl7 fro• Jilllllie 8aturd&J 01' 
Sunday, but that Jiaaie had been in touoh w1 th Sail 
RaJburn. Mr. Bell hae had no ooiUIW11.oation. I 
h&Ye had no ooliiiiUnio.,ion from Jiaaie. M111 Durand 
called 111 to read 111 the telegraa. 

(Hil,Jr at thie point telephoned the White 
Houee and ea1d: It would be belptul 1f he would 
eee Mr. WoodNII and 111 before he eeee the leaders 
at 10 o' olook1 and Mr. Bell and I are here and await 
hie :pleaeure.J 

We haYe eent the Milage that it will be help­
ful that the Preei~nt eee ue before noon. In other 
worde, thie is what I &Ill goi~ to do. As long as I 
11t here, I am going to do eYeJ')'thi~ poeeible that 
I oan to help the Preei~nt and do what I think ie 
right. That's 117 dut7. Without JOUr sayi~ eo, 
it would be auoh eaa1er to let hi• do thie thi~ and 
let it ell~, but haYing gone •• far as we haYe in 
theee telegr&lll and aetting euoh unequiYooal eupport 
troll hi• -- be has giYen etra1ght orders. 

~· Bell: And I oan' t UDderetand hi• at &n7 
tiM we en1ng on 1t to an7bod7 elee. !be indio&~ 
tion in that telegraa of hie att1 twt. ie e:u.etlJ 
11hat hi has told • en17 u .. I haft talked to hia 
and with a Yll'J great deal of eaphae11 he hal ad414, 
he has eaphae1:r.ed tbe U.Ortanoe of hie keeping con­
trol of th1e aatter. 

1 
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BII • .J~: %ou Mw h1JI the J'ri~ before he len 
and he uat aa deterainad then. 

Mr• Bell: Absolutelyl 

HJI • .Jr: And I aent h1a tb1s telegraa. Ws get 
~aok an anawer 1~ res and he wanta to keep control 
and hi a a on interprsta, wh11a he ia ~, tbat hi a 
father doea not care. I th1nlt it ia h1gblr a1gn1fi­
oant that .Jiamie did not oall ua. I piok liP the Wall 
ltraet .Journal. PWA would handle ita own aeourltiea. 
18eoretarr of the Interior Ickee told Bouae Appropri­
ations COIIII1.ttee that be thought the PWA ougllt to ba .... 
the right to handle ita own 18ourities. 1It would not 
Man nsoeaear111 tbat we would not Nn4ls th• through 
the R.F. c., but 1t would g1Te ue better bargaining 
power and enable us to get better results than if we 
were reatrioted to handling thea tbrougb the R.F.c.,• 
Mr. I oltee sa1d, 

What I ll&Te not obanged ret 1a th1a -- we ant 
to keep thia in the Treasury -- ia th1a aeaorandua (*) 
wh1oh I wrote on the l'ana on 8un4ar9 and that il th111 
th1a program of the Preeident'a hal not oaught on. 
In h11 aueage he 1aid t4~~1o~1ooo grant• to Ioke1. 
He ba• railed it to t750,ooo,ooo. Barrr tell• .. 
when he 1a at the houu, 'rhuradar night, that be went 
o•er to aee Iokea to .Ue peaoe with h1a, detel'll1ned 
not to ba•• a tight, and he 1&1d, 1 Let' a get along; 
let 1 a aalte th1a prograa go , 1 and he ear• the firat 
thing Iokea doee i1 to draw a letter out ot the drawer 
fJ'Oa rou (Bell) or the Pra11dent, aaring that one of 
the proJeota whioh he had on hie lilt tor tl8,000 
tbat Hopkins bad done it and COIIPla1ning that Hapkina 
11 outt1ng under h1a. 8o Hopkin• aa1d he went baok, 
looked up the proJect and found out it would taka hi• 
tbree aontha to do it and he bad oo~leted it eight 

· aonth1 agol 'rhe point that I aa getting "•t i1 1t 
the Preaidant ia determined to giTe tb1a •~&Dd-•o 
Iokea t?so,ooo,ooo worth of granta, t25o,ooo,ooo worth 
of loana, and then the wq the bill read another half 
b1111on of reTolTing fund ••••• 

ff· Bell: 'rotal autboritr in the bill ia 
ie5 a1l~ona. 'rher took 35 a11lionl out of the 
billion for public build1ng1. ~ a1lliona d1Tided 
between loan• and granta and then be oan taka vp to 
t500,000,000 of •eour1t1ea and 1ell thole aeour1tiel 

2 

(*) Th1e memorandum ia written in the 8eoretarr'• own) 
hancltnnt1ng and 1e filed in d1arr under date of Kay 8. _"""' :\ 

\~--~ ·~3, fO' otr,.,y!>, 
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whioh reall7 .aktt an operation of l billion 466 ~ll1oa. 

IDI.Jr: lone of that oltartd through 7ou! 

!r• Bell: lo. Ot oouret, in the paet, •~ 
of lt baa &Da:ao .. hae not. !be Pree1dent, 1f be gete 
it eent oTer to h1a, he woul.d eend 1t OTer to ae, but 
if Iokee goee oYer and eite down at hie de&k ••••• 

IDI.~ lo, exouee ae. After it -• ra1aed 
troa 1450, ,ooo to t7so,ooo,ooo, 1t did not clear 
OTer your deek. 

llr BtU: Jo, but the Coaa1ttee took ~ Y1ell. 
that the treeidtnt had that in aind in the aee8ige. -
Hie aeeeage wae not Ttl'7 well worded. 

IDI.Jr: lo, but with ae he did not haTe 1t in 
lllnd. 

Due to thie telegra11 wh1oh I ~ !!nt to the Pree­
ldent and hie anewtr, in whioh he l~ reetatee hie 
position ae to what he wants on the oontrol, r thie thing 
tor the aoment ie frozen. I am thinking of reoo-nd­
ing to the Preeident that he let .. go on the Hill 
!ueeda7 and tell theee people, when t h ey haTe the 
whole Coaaittee, that there ien1 t an7bod7 in Waebington 
oonneoted with the Go-nrMent that will ooae up and H7 
that th1e thing ie go1~ tow orlt , inolud1ng Hoplt1ne. 
lobod71 And, therefore, for the Coaa1ttee1 e ooneider­
at1on, I reoo ... nd a7 original poeition: that we do 
no public worke, but giTe the Preeident 2 b1ll1on dol­
lara with no etrl~e, no ti11e, to be efteotiTe the 
da1 the bill paeau. whiah ie f750 ooo,ooo the7 rTe 
to Iokee, and Juet wife the whole :fokee thing of the 
elate, and not haTe all thie oo.,etition whioh ie ex­
ieting right now. But 2 billion• to the Pree1dent, 
no etr1nge, no Woodrwl &Mndllent, plue a o011111 ttee of 
non-ependera, the Preeldent, the Seoretar7 of the 
!reaeu1'7, the Seoretar7 of the Interior, the 8eoretar7 
of Agrioul.ture, Director of the Bu48et and ~eelf and 
Republican and Deaooratio .. Jorit7 leader• and the 
Republican and De11ooratio a1norit7 leadere, we to eit 
onoe a week ae an allooat1on ooaa1ttee -- ooalitioa 
GoTernaent. 

Pf· Wit: ioae parte of lt are good; 
reet of t, no eo good. 

the 

3 
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HK Jr: Mao, the thing )'OU haYe not uneol4 •• 
on. I ehu am not U:neold on the idea or chang:l. ng 
the program and cutting out entirel7 Public Worlta and 
giving 2 billion• to the Preeident to be epent it, 
when and how he eeee t i t, to be made immediately avail­
able. 

pr. White: I would register an obJection to 
the amount. It you increase the amount, you a1ght 
achieve two iiiiPortant thing e. One, the amount ie too 
emall to get eutt1c1ent reeulte under the c1roumetancee. 
!t )'ou do get eutticient reeulte, 1naamuch ae he hae 
eutt1oient power he can reduce expenditure• next qring 
eo it hn' t all gone. But I think he will probabl7 
need 110re. In the noond place, I think it will take 
awq the et1ng or your recouendation, which llight 
create opposition on the grounde that 1t ie another 
bit of evidence that )'OU are clamping down on the 
spenders. It you go one better and raise the ante 
to ~ billion, 70u not only meet that head on, but you 
dispel it and 70u pueh t he argument where 1t belonge: 
on the advantage• that your plan will have towards get­
ting reeults and show you are ae eager to get reeulte. 

IDI,Jr: Let's 
let Congrees decide, 
do t he Job. 

talk in terme or 'x' billion• and 
Wh7 put a figure? J:nough to 

Dr, White: rhe reaeon I though1o a tigure wou14 
be good woUld be to tight t he other. Probabl7 1 x' 
would do it. 

HM,Jr: Ae I eay, you can ' x' billione. 2 bil­
lion• eeema a lot of aone)' to me, but go to the Preeident 
and ••1 ' x' b1llione. 

Dr. White: I think you aight well ind1oate that 
you think 2 won't be enough, but eetting that ae1de tor 
the ao1111nt, of courae the Preeident would be all tor 
1t if he thinlta he can get 1t. The question ie, would 
the President be willing to go up and aek for eo1111thing 
unleu he thinlte he hal a reasonable chance of getting 
it. 

4 

1
:!;Ja:

1 
I han had Hopkine at our houee t or three 

houre nigh1o. I have talked to prett7 nearl7 
nerybodfC, :;n' f find an)' bod)' and I put it up t o Hopkine, 
I eaid, , ie there anybody in th1e town will etand 
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"' and publ1o~ ea:r th1e progr- will worlt and be a 
1llooe1T I laid, I aa -.king ;rou. I didn't 1a;r, 
1 beoau1e thil ie your prograa1 • He didn't ea:r 
it in h11 radio epeeoh. 

Thil thi ng I am 1ugge1ting would not oo1t the 
Trea•ur:r an:r more, but b;r Go4 he would get result• 
an4 I could sell it to the oongreeemen on thi1 baeil. 
It he would untie ~ hand• and let ae go before the 
whole oomalttee, I aa willing to 1ell the idea. Hell, 
Bell and I went up and 1old them the loue:r f25QOOO,OOO 
wh1oh Hoplt1ng•' organization 1aid wae enough. I 1aid 
the thing wae acute and , in thi1 office , Yer:r one ot 
tbol8 tellowa eaid that was enough 110ne;r. But th11 
thing would el ect those oongre11aen and would do the 
t hing if he would do 1t now. But so.body hae to go 
u,p beoauee everybod7·~• hand1 are tied. 

Dr. Haae: That would help the bueinese 1ituation 
out; help t he i•mediat e outloolt. 

Dr. White: There are two 1ugge1tione. One nr:r 
minor one ie to inelude Eoolee on the committee and prob­
ablY the Chairman of the National Hesouroe• Committee; 
(b) 1e, I would like to e trongl:r urge that inatead of 
mentioning 'x' amount, :rou talte the po1ition of rmilinr 
it t o ~ billions with the further provision that with 
thi1 plan you will probably not have to spend as .uch 
as with the other one. I thinlt that's abaolutel:r neoe•­
•ar.r to meet t he other lt1nd of o, position which i1 bound 
to be forthcoming, that thi1 i1 but a &IYice or sobe•e in 
some wa:r to ha11111tring it. Excellent o'portun1t:r to oo.­
bine t o ehow you are t or this program and want enough to 
oarr:r it through and, at the aame tt•e, apend it in 1uoh 
a manner aa to fet reeulta. I feel 'r8r:r etrongl:r that 
:rou do not ea:r x1 billions, but .. ntion ~ billion•• I 
would lilte :rou to mention 3 billione. 

Mr. Bell: Well, it will be 3 billion appropri­
ated before you get through the fi1oal :rear. You will 
baYe lt billion spent b;r february 1 b;r Hopltinl -- 1 bill­
ion 250 million tor 7 aonthe. He will haYe to add anoth.r 
800 mill ionto run the last five months, which will be 2 
billion. t&o,ooo,ooo il going to be added tor Yariou• 
departmenta, a4m1niltratiYe allot .. nt•• 300 odd million 
for rarm SeoUM:r a.nd tbe Youth Adm1n1etrat1on. And 
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then there 1s t~o.ooo,ooo tor adm1n1strat1Te e~enees 
ot the Tar1ous Departments outa1de of WPA. 

That w111 be $2,580,000,000 plus $800,000,000 -­
I mean i900,000,000 tor the last f1Te months tor Hopk1na. 
$180 ,000,000 a month tor fiTe months. 

!Dl,Jr: You are a piker, Harry! 

Df. 1'h1 te: How IDilOh under that schedule would 
)'OU be ab e to spend per 1110nth? 

HM,Jr: I said 11ft the Woodrum amendment. You 
could spend 1t 1n one month. I said, •Increase appropri­
ation of w.P.A. to two billion with no Woodrum amendment.• 
That 1 s my number tour here 1n my notes. IIJ' own figures 
would make 1t 3 blll1on 3, 

Dr. 1'h1te: So 1f rou got results b7 late fall or 
earl y spring, rou could reduce expend1 tures. 'rhere would 
be no harm 1n making 1t 4 billion 1f 4 b1111on had some 
additional adTantages. 

HK,Jr: The point is responsibility ae to the 
apeed of the spending. The quantity would be with this 
committee. The sole authority to carry 1t out would 
rest with Hopkins. This committee would say to Hopkins, 
'You have 400 m1111on to spend t h1s month,' but the sole 
person to spend 1t 1s Hopki ns. 

Dr. 1'h1 \tl What strings would there be on the 
t op ot his expen turest 

Jlr. Bell: He would have to 81.1b!U t t)'Pea of h1e 
proJects to the com!Uttee and the coMmittee would approTe. 

HK.Jr: These tour 1118mbera would sit there and 
would know what 1a going on. 

Jlri Kcfeynolda: How about epend1ng on PIA 
proJeots,ett ng the Statea spend it on the ki nd of 
proJects that they have. 

'I make 
kicking 

HK,Jr: Hopkins oomee into ar houee and he saya, 
these 55/45 things and that's what Ickes 11 
about. ' 

You know he 1s not going to glt along with I ckee. 
And the big kick 11 )'OU g1Te tbil li billions to Ickee 
and 1t doee not do an;r good wh1le we are 1n a deprel8ion 
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and then 1t will oome and be epent a~ter we are going 
and 1n d1reot oompet1 tion w1 th Sh'llue and Stewart 
MaoDonald1 e houe1ng. EYe1'7bod7 1e eo dullll about ttl 
We have had three or tour weelte about 1t and eYerrbod)' 
eaTs 1t won't work. I'Drtunatelr, I have not said a 
word exoept to t he Pr esident that I was opposed to 1~. 
I t he wanted to release me and let me go up on the 
Hill •••• • 

Mr. 'ra~lor: I have not tallted to aD7bod7 in 
three weeks w o t hought that the Publlo Worlts end of 
1t was anr good. The othe r , t h er would go the l1a1t 
on the rest of 1t. 

HJI.Jr; I haYe not read a n artiole -- and all 
t ile or1hoh • is againat that, beoauee the)' all realhe 
it1 e too slow. I am willing to gamble mr Job on thie. 
But it t his won't worlt, then the oountrr 1e a great 
deal etolter than I think i t te. Certatnlr, trom t he 
President' • standpoint, he ought to Ju.p at it. 

Mr. KoReyn~lde: Do 7ou expeot to give authorttr 
to this COaaittee 

HJI Jr: I oalled up 
on t h h afi day ruterday. 
had a day on this. 

Mao reeterdar. 'l'he7 worked 
Mao, Bell and Gaston haYe 

Mr. JlcRexnoldt: 'l'hit bor, Walter Lippaann , in­
Yi t ed ae to lwloh laet Monday and t h e thing he wanted 
to tallt about wae whether there wat a po sei billtr of 
fi nding a way to aalte this fund available to somebbdJ'. 
other than the Preddent and still eliminate t!araarking. 
I told h1a there wasn' t any war. Juet as well go 
ahead and appropriate it to the Preetdent o r let t he 
Congress earmark 1 t and of oouree your earmarking 11 
hopeleu • I eaid I don't think of anr other way. 

HM Jr: Youtold me t hi s morning the idea 18 no 
good. tile pl'esident oan say thie to the people of 
the United Statu: 1 I hereb7 g1 ve 7ou 1111 pledge that 
if th1e aoner ie appropr iated to me, th1 e 1e the '11&1 
I will handle 1t1 and then outline what I •ar· 1 '1'heee 
are the people who will 81 t with me evel'7 'l'ueedar 
afternoon and I will ab1deb7 the .. Jorttr of this Co.­
m1ttee.' 

Mr· Gaston: I th1nlt that ' s t.he only '11&1• 
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llr. lloRtYn~dt: Jo 
tormall7 giTe aut r1t7 to 
t o the Pretident. 

obJection. But 70u oan1 t 
the Ca.aittee, but giTe it 

ID(,Jr: That 1 a all ri~rht, but bew111 ea:r to tht 
people of the United Stat" Yl gin 70u ~ word that th1t 
1e the wa:r I will handle it 1 , 

llr. !oR!Ynoldtl Jo objeotion to that. 

Dr. Wh1te: Who ie the Committee? 

-
8 

HII,Jr: The Preaident, Morgenthau, Iokee, Wallace, 
Bell, two de110orata and two republ1ot, -J.or1t7 and 111nor- / 
it7 meabera, chairman or the Nat i onal Reaouroea Coaaittae, 
who ie Iokea. 

Three aeiDbere or tbe Cabinet, 
~;;;t , and t he chairmen or the two 

Ap.ropriation Coma! and the m1norit7 leadere or the 
two Appropriations Committeea. 

Dr, White: J:ooleat 

llr. !loRunoldt: To bell with J:ooleel 

Dr. White: l ot 1n the ainda or the publ1o. 

lDl.Jr: I want the buaineu oo111DUD1t7 ae wel.l aa 
t he reet of the pe•ple t o haTe a little conridenoe 1n 
th.i e arrangement . 

Dr. White: The Chairman ot t he Federal Re!!rT! 
haa some standing. 

HK£r: It tile ChairiDAil of the Federal Rttel"f'a 
would a to the federal Rtttl"f'e, he would baTe to .. 
a tanding. 

Dr. White: I like t h e plan f1rat-rate if 70u 
eay 4 b1lliont, beoauee I et1ll reel that an)'thinC ooll1ng 
from )'ou, 7011 at1ll haTe to recognise t he faot that knowing 
it OOJDU from 7ou the7 will look around to eee what the7 
can tee at 7our philo to~, to )'OU haTe to aeet that and 
go one better to the)' oan t olaia 70U are teyi~ to re­
duce t he rate of espenditure. It 7ou ooae out tor t our 
billions, tinel beoauae 7ou would not apend it. I 1&7 
tine. 
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!f· ~toll Wb1 not 3t• 'l'bat wall what wu 
.. u .. te £o ! he wbol! ROlli Of the progr-. 

P.f;;;!b1!ll Don't under .. U•h the oplnlon of 
a117 of • b required for 11peD1Ung. 

I• ~ I don't ..nt to 'aJiderelltl .. te. 
talltlJ18 t 1~0,000,000 people. 

You (!b1h) thought rou were bel118 4arlJ18 and 
da11hing when rou 11ald 3 bllllon • 

. Dr~ ~tel 'fhat1 11 beoau .. I took Bell' • woi-4 
l t wu "*"-01\o -

~ . . 
llll.Jr1 You thought 3 b1lllon would be won4ertull 

Dr. White: Oollp&r!d with 2. 
I 

y-.Jr: But if I went up on the Hlll an4 eald 
3i blll , the:r would 8&7 '1117 Godl llorgentluu h 
certalnl)' going beeserkl' 

Dr, Whitt: 1 llorgenthau reoocnlztll the needa of 
the tlme arid r. adJueting hie ideu to the ti ..... 

BII.Jf: I h&Tt rallied :rou a half a b1lJ.lOfto I 
am nlll~ o ea:r 31-, but Juet let' • thla1t about the 
whole picture. Ie thle eoMthi~ that I -!It to do tor 
m:r countr:r and 1e thie the right th1J18f 

Drt !b1tf: 'fhere oan be no doubt. 'l'he whole 
Juetifioa i on o the whole epending program .,. to get 
action. Dtla7ed aotlon ill bad in two wa;re. 

Jlr• 'fulor- And nenbllltr. 

( '1'ht t11i1! 1e ft01r ga25 a. m. ) 

'l'he Seoret&r7 called the u-..r qa1n and 11&1d, 
1 I do want to .,, him before he eee11 the11e 1.-derllo 
'l'he wbole point 1e I want to .,, h1a before he '"' 
thoee le&dare. You don't 111n4 if I aek to 11peak to 
him on the phonet' ("-ide to the group ln the office, 
the Secretar:r eaid, 1 He'e haYiiiS brealtfaet wl t h Jiuie, 
llre. Ji..te and lllee Le Band and the7 haTe been at l t 
for an hour.) At 9:30 111 .. Le Hand called and 11&1d 
the Preeide nt would call the Seoretar:r baolt later. 

BII,Jr: I haY! been walUng three wt!lte to clear 
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m:r brain and it baa tinall;y cleared aa to what 18 
t he neoeaait;y and I aa aatiatied that i t ia worth 
trying. And I &Ill also aatiafied troa what I h&Ye 
read and heard that there ia nothing to be loet. 
It can1 t be an:y woree than what the program ia now, 
but I think there 18 ·a 75 'Co 25 ohanoe that thie 
thing would oatob on. 

Kr. Tftfl~f: BaYe the:y been having &IV trouble, 
Dan, on thel 

HK.Jr: Here's the trouble. Dan sees the 
President Friday, the day before he goes awa;y, and 
aaka ~ tor nth time, Do ;you want to oontinuef The 
President aa;ya ;yea. We send him a telegra~~~, as a 
result of which we get thie answer and Woodrua, 
naturall:y, aaya ' well, where does thialeaYe aef I 
was told t he President did not want it. Row I aa 
told that he does , and I am not going to go to t01a 
on this thing.' Then b e asks our adYioe about 
Yarioua kin4a of auggeationa and 1111 adYioe ia to him 
to do nothing until we could sea the President, The 
unfortunate part about 1t is Woodrum has bad word 
through Jimmie Roosevelt from the Preaidant that he 
did not care and he would leave it to Rayburn. And 
it would do away with all the control we have and he 
has gone to the Committee and eJq~lained that and t he 
Coamittee baa questioned him 'Are ;you aare the Presi­
dent wants t h1af 1 and he said, Yea; I have had word 
from him. And the;y go ahead and pass i~ and it you 
change it, it puts him out on the limb. 

The situation right now ia trozen here. The 
Preaident sent this telegram 1 this ia what lwant, 1 

Therefore, with the Committee meeting tomorrow1 it the 
Preddent wants to let me ho up there and aa;y this ia 
what should happen' and the;y ask ' Row does the Presi­
dent feel about it? 1 I aa;y, 1 At least, I am here talking 
tor 1J11Belt and this ia what I think the oountr;y ned.a ' 
and shoot the worka. You aaw how we did this thing 
on the Hill on inorealing the bond iaaue. Be.utit'Ull:Y 
done ! And while we eat there, the:r Yot e the thing out. 
Thoae things oan be done. The first time I went up on 
the Hill to ask tor an;ything and I get what I want. You 
saw how Pat Harriaon was. The 'beaut;y ia I han not 
uaed 1111 intluenoe, the little I have got , but I &Ill 
aura that there ia not an:r Democratic oongreaaman, it 
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he ••• ~hla, wolll4 aa;r 'Of oourae1 th1a 1a the .,. .... • 
and ear 1 don1 t let llozogen~ do "hl•f let ua 4o 1t.• 
If tbe;r were aaart, 1f Ba!1tle;r, for 1netuoe, tt.;r 
wolll4 &AJ' 1Jo, for God'• aake, 4on1 t let llors-Dthau 
do U; let ua 4o 1 t; let ua get the ored1t. 1 Aftell 
all., theae bora J:laye got to run. If thq wre ~ 
ud I ... the 8paaker or·hll Ra;rbarn, I would ear '!hie 
1e the anner, but let • take tt.' 

oOo-oOo 
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lla1' 9, 1938 

9135 am 

Present: 

Mr. Gaston 
Mr. Tarlor 
Mr. Haas 
t.lr. Bell 

(H.s.I. took meeaage from the White House 
operator that the Secretary ia t o call the President 
at ten minut e• of ten. ) 

Mr. (}a1ton: I like •the idea of consolidation 
of expendl.tures and the idea of the committee , but 
the plan will not be accepted by the President or by 
Congrel8• From t h e 1tandpoint of Congress there will 
be obJection to giving the minority an equal voice on 
the Committee with the maJority. 

Hll,Jr: He can put on a Demooratic chairman 
and in tbe House that would mean Taylor and Woodrum 
and Taber. You could have Taylor and Woodrum and 
Taber. In the Senate, (}laes and Jimmie Byr nes. 

Mr. Bell: And probably Adame. 
believe, 1a t he rank!~ Republican. 

And Hale, I 

Kr. (}eaton: That would give you six out of ten 
on the Committee. 

Hll , Jr: Well, he can or cannot. He would know. 
That is someth ing they might eay 1 tbrow r ight out the 
window'. I am not pinning flf1 faith -on that. I All 
for scrapping t he whole thing and putting it in one 
pool. 

Vic e 
in a 

Kr. 0.1ton: I All tor that 1~. 

HK,Jr: Th1e other t hing 11 Juat an 1dea. The 
Pruident or 1omebod7 might throw )lt out the window 
second. 

Kr. Te,ylffl I think it h more t han 11kUy the 
Republioanl won 1arve on it. 
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llr. H!S:I !'here 11 a aeaorandum tro• tbe 
Wh1te HOuse t t the President •1ght aak J OU about. 
So•bod7 gaYe h1a a Maorandua wh1oll said at tbe 
present writing inooae tax returns abow that iDYen­
toriee are 26 billi ons; the aaM figures show i n 
1929 , 22 b11Uon and 12 b1111on in 1932. !'he state­
cent that at the present writing iDYentor1es are 26 
billi ons ie false. 

Hll Jr: Give • a memorandua. 
ooJDe fromf 

Wbere does it 

llr. THlor: Hopkine, at h11 Little Cabinet 
dinner was u ng t h11 figure. 

Hll.Jr: Leon Henderson. 

llr. Ta,ylor: And t her e ie no euoh iDYentorJ 
figure. 

Hll.Jr: Forgetting about the oomm1ttee, but the 
idea of pooling the amount and giving 1t all t o one 
pereon to spend and giving 1t to the Preeldent t o allo­
cate, doee &n7b047 disagree w1 th that ? 

(No one 1n41oated dissent.) 

0.1. !'h en let .. sweat i t out with h1•· 

oOo-oOo 
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Uy dear Ur. President: 

I would l i ke to make what I consider a constructive 

suggestion. 

I t hink it would be distinctly in the interest of 

good Government i f you would meet once a week , i nformally, 

with Kr. Hull, Ur . Wallace , Mr. Iokes , Mr. Eccles , Mr. 

Jones , Mr. Hop~ins and myself, and discuss wi th this 

Committee all suggestions that are made that affect t he 

economy of the country . 

If this suggestion interests you, I would l i ke to 

have an opportuni ty to discuss it with you in greater 

detail . 

Yours sincerely, 

Not e: Final draft to Preeident 1a dated JlaJ ll.,lSI~, and 
1a filed 1n dial')' under &hat date. 
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Present: 

Kr. Bell 

Ka7 9, 19:58 

10:05 am 

Kr. KoRernolda 
Krs. ltlotz 

BK,Jr: I Just talked to the President. Got 
him at fiTe minutea of. He said he was Terr muoh 
pleased with what I haTe done on the French situation, 
about the French franc, and that Cordell Hull was also 
pleased. Told him he had not heard t he hal.! o f it. 
He sa1d , 1 You did a swell Job ' and kept repeating it 
several times. 

I aa1d ' Whatever rou do with the leadera, leave 
the door open on the bill, beoauae I have a euggeation 
to make which has not hing t o do with the adm1n1atratiTe 
end o f it. I said, 1 want ten minutes wi th you• . I 
streaeed 1 to leave t he door open.' I will alk Kra. 
Ilotz to read you what he said. 

Krs. ltlotz: Mr. Kor genthau said, I talked 
28 t imes to EUrope. The President asked, Did you 
get my message a bout talking to Sir John? HM,Jr said 
Yes and it gaTe me quite a laugh. The President eaid, 
I think you d i d a ewell Job. A very swell Job. And 
everybody is happy about it and so is Cordell Hull. 
Then Kr. ~rgenthau said, Oh, you haven' t heard the 
half of 1t . 

The Secretary then said, I have had a lot ot 
time to t hink about the question of spending. I have 
a construotive suggestion that I would l i ke t o giTe 
you and I had hoped to see you before you aaw t he 
leaders thia morning. The Presi dent said, I can't now. 
The7 are outside now waiting to see me. 

Then Mr. Worgenthau said , Could you leave the 
door open on how to handle t he appropriation bill and 
then it you could g iTe me about ten minute& this morn­
ing I could t ell you what I have in 1r1 mind. It hae 
nothing whatever to do with the administrative end ot 
the appropriation bill. The Prea1dent then eaid, 
Well, what have you got on your mindT What do J OU 
IllS an it has nothing to do with the adldnietratiTe endT 
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Mr. Jforgenth&u said, The thing I would 11ke 
to ta.lk about is the spending. He said, What do 
you meant Tben HK,Jr said, Let' e ea:t the ttaure 
totalled up to 3f billions -- that that money be 
given to you tor allocation and then be given to 
one agency to spend, to have no strings attached 
to it, and that t he money be spent ae :rou see fit; 
that we have no Public Works Department at a.ll. 
The President asked, trey? HK,Jr said, The reason 
the programhls not gotten on is that people think 
that Ickes ie slow in spending the money that he has 
and that it will not be spent until next Fall. We 
can still change it. You can use me it you want to. 
Don't oall it a Public Works Department and I am will­
ing to gamble that the thing will work. .AJ.l the 
businessmen and wri t ers are complaining that the money 
is being spent too slowly. 

The President said, That can be handled admin­
ietrativel)'• Mr. :llorgenthau said, tfo, sir. It ie 
going to be the same old competition. One Publ1o 
Works Department can do everything. Analyzing all 
t he criticism, it ie against the Public Works Depart­
ment. . They feel that th1e Department can 1 t epend 
the money now. K7 suggestion is that you can start 
spending now and ae things get better you can slow it 
up. Wy boys wor!ted on it yeaterday and they think 
that technically unless the ~ill ie changed it can' t be 
done . The point ie where it has fallen down in the 
public imagination ie that the Public Wor!te Department 
1e slow. I am begging of you now. I am w1111ng to 
be the goat. I a M willing to go up on the Hill be­
tore the CoMmittee as a whole and advocate it publicly 
and I am w1111ng to say how it should be done. 

The President eaid, almost to the next to the 
l a st t hing, tallt this thing over with Woodrua. 

He ea1d , You oan' t do thie. You have to talk 
it over with Hopltine and Icke1 beoauee it you d1dn1 t 
you would have an awful tight. 

The Preeident said, Let me tallt to the group 
that is waiting out1ide now, but I still think it oan 
be worked adm1nietrat1vel)'. I will oall )'OU baclt atter 
I have eeen them. 

HJI,Jr; Doing the thing adm1n11trat1vel:r doe~n1 t 
oatoh t he illl&g1nation. I laid, I have totalled th11 
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thing up and it oomes to 3i billions. Just let me 
giYe you what I gave him on Sunday night, April l<llth: 

1!he time eeeme most propitious for presentation 
r o the people of a oomprehensiYe statement of adminis­
tration polioy and of a program of aot i on designed to 
restore reooYery. 

1 I believe it should be presented to the people 
by you as soon as possible at three broadcasts. 

•ro be most effective, and to give promise that 
your recovery program aims not only at getting this 
oountry out of the recession, but is designed also to 
keep us out - tor many years at least , I believe your 
program should include: 

1. A restatement of your long- run obJectives , 
and of t he maJor *easlU!es you propose to seek during 
the next two years to attain those obJectives (rail­
roads, monopolies, wage- hour legislation , tax-exempt 
bonds, etc. 1; 

2 . An outline of specific steps, both adminis­
t rative and legislative, you propose to taka to el imin­
ate the inefficiencies, the wastes, and the failures 
in parte of the New Deal program already adopted; and 

3. A comprehensive government spending and 
government lendi ng progra.m, coupled w1 th measures to 
stimulate private reemployment . 

The stat ement t o be made to the people ie eo 
important, and t he material t o be presented so Taried, 
that it would seem to require not one , but three radio 
speeches giTen as close together as is feasible . 

Of the t hree parts, the moat i~ortant is, of 
course, your program of immediate aotion to put 10 mil­
lion unemployed baok to useful and productive work. 

17 

I am inclined to think that this part of your larger 
program might well be given in the third speech. The 
bullish etteot ot three speeches, culminating in a -road 
recovery program of iuediate aot1on as announced in ed­
Tance, should be tremendous. It would aerYe, I belieTe, 
to eliminate existing contusion which is working to hold 
business down; it would giTe the people muoh needed 
reorientation and assurance, and should greatly strengthen 
the administration's position. 

roraulation ot the recovery part of the prograa 
should include: 

a. Determination of the total expenditure oalled 
for by the whole program. 

b. Insistence upon correlating goTernment eXPendi­
tures with the geographical 41etr1bution of unemployment. 
'lfhereTer pouible, goTemment tunde ehould be &XPendad 
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"where aoet unemployment exleta. 

o. Careful survey ot all proposals tor the purpose 
ot el~nating duplication and overlapping of proJeott and 
of adm1nittration. 

Present ation to the publio of this part of the 
program should inolude an oet1-te of the total coat of 
tho program, a statement on tho amount you propoee to uk 
Congroaa for and hor you propose to finance the expendi­
tures. 

Juat aa soon aa you have formulated an outline of 
your new reoove ry program I shall be ready to atudy it 
and present to you within a reasonable time a plan for 
f inancing it. • 

That 1 1 Just as good today as the d~ it was written. 

Mr• KfRexnolda: Of oourae, he oan•t oontrol ad­
m1n1etra t ive y it the Iokea1 program goes ahead and he 
still ~~ h1a Public Works with the limltationa of the 
types of proJeotl they are going to run. He oan1 t con­
trol that. 

f'·tfl I gave it to him .in three minutes. I 
talked m on the telephone. I pumped this thing 
ln, which 11 an entirely new idea. Here le the Secre­
tary of the Treasury oall1ng. The President 11 golng 
to see the leaders. The flra t thing they are going to 
talk about .11 tho telegram whloh oame up SaturdaJ'. And 
then the next thing they .a.re going to talk about 1t, I 
don1 t know, but he will cal l me back. l have not lald 
a thing to him about thla for a month, but I certa.1nly 
told h1m in no unoertaln language that hle program ia a 
flop. 

Kr. B'll: 'l'ha beat ev1denoe you have on hie 
1uggeet1on o administrative oontrol ia he has not done 
1t for three and one-halt years. He has had the 1ame 
authority contemplated here and Iolto1 and Hopklnl have 
fought for three and one-halt years. 

HM.Jr: It gets down to a question, aaybe Iokee 
otters to re1ign. God, after all I have been through 
and to 18<1 I am w1ll1ng to go up to advocate th11 thing, 
nobody could do anything more. 

Kr. Bell: lo. 

HM.Jr: After the beating you and I have taken 
and I have wa1 ted tor a acnth tor my brain 1ll clear on 
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this thing. It is clear now. 

Mr. MoRe~nolde: Very intereeting to see what 
came out . lY&y e t his will soak in a little. 

HM,Jr: You fellows got an, other suggestionat 

Mr. McReynolds: I don't know what you can do other 
than what you have . Something may come out of it during 
t he day. Under very diff icult conditions , you got the 
idea to him before he actually talked to the leaders. ' 

HK.Jr: I waa able to get it to him before he saw 
t hese boys. That's all I can do. 

Mr. Bell: Suppose they could set up another 
Senate committeet 

HK,Jr: I did not say anything about Senate com­
mittees. I fumped this t hing in at that rate, sitting 
here. I don t see how Mrs. I lot t got so much of it. 

but 
get 

Yro. Ilotz: I am not returning the compliment , 
I don't see how you got it in, in three minutes to 
the whole idea in. 

W~,jJfll: He said nothing about this other matter 
t his te egraa. 

HK,Jr: No. I will tell you what I did. In the 
f irst place, I got on the French thing. 

And then I said I have had a lot of time to think 
this spending over. i have a suggestion to make. I eaid 
I would like to see you for ten minutes before the leaders. 
I said - - knowing that Jimmie was there and he most l ikely 
thought Henry 1e calling up on this -- so I started on t he 
French thing, which I knew I had done well. I did not 
want to get in a Jam the first thing in the morning between 
his son and himself, so I bruabed t hat aside. llothing to 
do w1 t h the administrative matter. We have it in writing. 
He can't crawl out of that telegram. You see, I think 
he has himself 1n an awful Jam. Now what I am suggesting 
if he will give me -- what was the date this message went 
upon the Hillt 

Wr. Bell: Two weeks ago tomorrow. 

!Dl,Jr: The Thursday following the t enth. I cama 

18 
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back on the tenth of April. I went up on t b&t Thur1d47. 

Mr. Bell: Wae it Thur14&7? I thought it wa• 
Tueeda7. 

£1'•fr: I got baok on the lOth; the aeeeage went 
up on t th. It' e three and one-b&lf weeke. And 
the th1~ baa not caught on. 

K£•· Elotz: It eeem1 to me he'e afraid of Icke1 
tor some rea1on, because he alware comee back to thie: 
ae long ae Ickee ie in the th1ng, he oan1 t go through 
w1 th any euggeet1on rou otter. - . 

IDI.Jr: oo\AiiP~body do more than I haY! done? 

I th1nlt JOU Mr. Bell: Ro, I don't think so. 
haYe etuck rour neok right out. 

IDI,Jr: Well , I will etill do it ae long ae I aa 
here. 

Mr. Bell: What I am afraid of ie it w1ll not be 
appreciated. 

HK.Jr: I am not going to eee Hopklne and Iokee. 
I will ••• them in the Preeident 1 e preeenoe. I aa not 
going to 110'9'8 on this thing until the Preeident gi'f'll • 
the green light. I am w1111ng to go up on the Hill. 

Re ea1d, almost next to the ll.aet thing, talk this 
over with Woodrum. 

Kr. Beltl Well, you will have to wait to eee what 
oomee out of t is conference. 

oOo-oOo 

20 
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Kr. Bell todaJ g&Ye the 8eoretarr the attaohe4 
aeeeage wbioh he 1:1&4 reoeiYed. 

~ 8eoretarr aa14, 1 I will not go to ~· 
meeting at the White Houee beoauee I do not want•t• 
get a1xed ~ in th1e eorap beoau•e I want to e&Te ~ 
ammunition for the epending fight.• 

21 
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llr. Bell: 

TO'Cl are \o be a\ a collferenoe a\ \be 11111 ie llouae a\ 

11 wHh \he Prea14eD\, llr, llelD\7%'8 hu ae1Da4 00J1Cr'e88MD 

faTlor, Woodi'IDI, u4 Jlq'burD \o be preae\ alec, 
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llay 9 , 1938 

11 a . m. 

Ueeting at the White House, at which were present 

Ur. Bell , Congressmen Taylor, Woodrum and Rayburn. 

The President s t arted the conference by asking 
~~. Woodr um what the status of the bill is and he re­

plied that the bi ll was in good shape except for the 

points raised in the President 's t elegram. He t hought 

that all t he poi nts t here raised could be t aken care of 

by a very oi mple amendment, except ths accounting. He 

could put in t he WPA Section, where it talks about allo­

cation and approval of projects, •with the approval of 

the Pr esident• and that would make i t uniform wit h the 

PWA Section , and t hen he would combine the authority to 

make report under the two titles a nd direct t he President 

to oaks a consoli dated report to Congress which, he as­

sumed , would go through the Budget for coordinati on. 

He said , however, that the accounting raised a 
little differen t quest ion and t hey would have to put i n 

not only a good deal more l anguage in t he Bill to t ake 

ca r e of i t, but $6 ,000 ,000 more money for administrative 

expenses. Then Taylor spoke up and said he did not see 

how t h e Committee , having taken aotion on this bill , 
coul d go back and chan~e it and i nsert any provision for 

the Tre~sury to do any accounting when they had t o in­

crease administrative expenses and Mr. Hopki ns had told 

members of t he Committ ee (I don ' t think he told them in 
the heari ng ) that wi t h 500 additional peopl e on his rolls 

he c ould absorb this whole accounting organization now 

being r un with 3 ,000 people and $8 ,000,000 expense. 

The Presi dent asked me what I thought of it. I 
said, Of course, we a re her e to find out what he wants 

as a matter of poli cy . There seemed to be quite a mat­

ter of confusion on that in the past few weeks and i f 

we had t hat str a ightened out I thought we could tell 

where we could go , but as to the charge made by Ur. Hopkins 

that this is an expensive or ganization, the only t hing I 

could reply, with out havi ng seen his stateoent, i s that 

we h~ve tried for three and one- half year s to elimi nate 

all dupli cation on accounting records as between WPA and 

Treasury. I said t ha t we have been told time and time 

again that t here is not any duplicati on. I said, If 

that is a s t atement of fact, t h en Ur. Hopkins' statement 

that he can absorb most of t he accounting expense cannot 

be true and, I said , if he has got duplicate records then 

his statement to you during the past two~7ears has not 
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been true , beeauae he has told you there is no dupli­
cation and that Treasury ie doi ng all the accounting. 

Then the President wondered 1t there could be 
some provision inserted whereby the Treasury would have 
an i nspection torce on Harry Hopkins' accounting. I 
said that I did not believe that t hat would answer the 
question. I t hought an inspection toroe would not give 
him the protection that he has had in the past three and 
a halt year s with the Treasury aooounting and that we had 
di sbursing offi ce rs in the field to prot ect, which we had 
given a great deal or attention t o and which I was not 
surc t he.t some O\ttsi de organiza tion could give protection 
to . 

The conference ended by t he Presi dent saying, •see 
what you can wor k out and it you can' t work it out in 
the House, then we may be able to do s omething in t he 
Senate. • 

I t i s my i mpression that the Appropriati on Com­
mit t ee or the House is not i ncli ned to change the bill 
so tar as 1t concer ns Treasury accounting. 

The meeting lasted about halt an hour , but some 
time was taken up discussing other matters . 

The President di d say t~t he had t alked to the 
Secret ary or the Tr easury this morning and he had another 
scheme tor handling the whole work relie f program. He, 
the President, had not had an opportunity to discuss it 
in detail but he did give a general description or what 
the Secretary has in mind. He said he thought it had 
a great deal or merit had we had it sooner and he wanted 
to g o into it with t he Secretary a little later . Mr. 
Woodrum renarked that he t h ought i t was entirely too 
l ate f pr the House t o give any considera tion to any such 
proposal. 

Note: Tha above was dicta ted by Mr . Bell i n the presence 
of the Secretary. The latter's comment on t he last para­
graph above was: •That means that the President talked to 

the Vice President and the rest of thoae fel lows (legidla­

tive group wh1oh met with the President at ten o' clock) 
and they liked it. Othel"''l'ist be would have dropped it. 

But !rom 10 to 11 he talked to t hem. • 
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ll!ay 9. 1938 

Upon returning to the Treasury after having attended 
t he ll o'clock meeting at the White House, Bell reported 
to the Secretary what had occurred at the meeting and dic­
tated a report . He gave the Secretary the original or 
the attached note !rom Harry Hopkins and the original or 
G1ll 1 s memorandum and said, "That brought up the question 
or the inspection force.• 
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S.o:rotaJ7 llorpn\Uil dioelllUOd W4q &t l-oll with \M 

!'reddat b.io propoaal w ooDeoUd&to ell of the .,,.117 DOW b ~ 

roUot bill taw ou fllad w be 111Dbhtoro4 a.dor the 41root1on 

of the Pneld&Jlt 'b7 ou a&eJlCIT. ~ flmdo a4e &Tailablo b ~ 

relief bill, tot;ether with nO'QCI>. to run 1P.l for 5 •nthe b~ 

ll1D& :robru&rT l on the aame baala ao the 7 .ontho 'becbDlDc J'-al.T 1, 

will eaJ"•cate I!PJlrox1M.tol7 $a,eoo.ooo,ooo. Be wld the Pnold&Jlt 

thet b.ia propuo, &DJlOUJlcod 31 WMko a&Oo b.&d DOt talt8Jl hold ..... 

thet the lnlalDooo oitu&UOD h ~ crow1Jlc worH: that tlloro 

h a feel1Dc throuehoUt the oOUDt:r:r that the 114a1Dhtrat1oa 1a DOt 

colDc to take care of the al tuation and. thet the •"117 to M ll&4e 

aY&lla'ble to Ill', Ickeo will not be epent at a tlae whn 1t h aaaded 

but IIIQ'Where troa o1X to twolft •ntha latar thaD ant1ci~to4, 

~ Pr .. id&Jlt told the Socrata:r:r to co to the CorpUol, -

Seaator lln'De• ... a alii: b.io &4rlce 1D the utter. 

!h• Seorota:r:r ud I - Sella tor l!J'rlleo at 3: 3:1 p.-. to4q, 

After the S.crota:r:r b.&d a:plaiDed the II&UeJ;' to Sellator B7me• 

there -• a croat 4a&l of diacuooion about ~ ....,.er 1D &loll the 

Pl"'CZ'U ahould 'be hmdlod, 'J!Ie Senator _. iDoliJled to aero• with 

the S.cre t&:r:r thet tho &JlJlO'IDlCI nt of the proci'U b.&d DOt taka 

hold &D4 that the IIEJIOlldi turo of ft'.l •"117 _. oart&iDlT coS..C to 

M Uaod ~. Be thoucht the S.crota:r:r wu richt 1a b.io wbolo 

or1Uc1n of the propooad propuo but atatad that there would lla 
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a dltatre oa Uae ,.rt of Ule -bv• of eo.cr.•• tor iato~Uoa u 

to .rut bow We_.,. h co1ac to ~o ...-•. !lie lecro~ wa 

tW he ooul.4 110t 4haue Ulet u t!l&t -• 110t llh Job -.. __..tea 

tll.at lao blk to Mr. ~Jle allclu.t tlale pll.aH of Ule -nv. I &1111»4 

S.U.tor ll.rJ'u• 1t he Uloucllt ~ tho ta4a a1oac tlaot lf.Me 

of laet 7e&r'• rel1at bill, proball~ acld!nc ol.uHe of proJect• eo 

t!l&t tho maabv of oluHe 'tllnll.4 tot~ 10 or 1.5 1uka4 of •• '111111la 

eaUe:f7 tlloH wbo 4oeire to ... Ule pUl'pOHI for wb1ch tho ta4e 

are to ~o 8p0Jlt .,.ctt1e4 1Jl Ule blll. .. -.14 lie \bncbt U '11111114. 

!be a.cz.otaz:r &P"O S~~~ator :Qrrnee Ule follow1Jlc ft&ve• u 

t o the procna -cod b7 Ule PHe14oJlt, toptllor with_. flla4o 

to :ra KopkiAe for tU lut fin -tll• of tho ooabc f1M01 7MZ'I 

IPA- 7 .oatba • • • ••• • • • • • •••••••• •• 
'IPJ. - S ..,the at $1.8011 a .,Jltll •••• 

PIA ••••••••••••••••••••••••••••••••••••••••• 
Jara Seauri~ 4 Awdn'atrat1oa •••••••• •••••••• 

••tioaal You~ •«w1ntatrat1oa ••••••••••••••• 
Dep~t~ prcJoota 8Jl4 aa.1Jl1atrat1oa •••• 

$ 3,liiCII 
1,000 

1'15 
?S 
80 

!he Soonter7 e&ld that 1f wo pel'lll.tte4 We FOCZ'U to co 

wwld llo ~ ""' 70&r 8Jl4 at Jut a'llout tlae tt.o the :Jl'CCftM ~alae 

onoponiM4-. llr. Stn».e 8Jl4 Mr. llaollll~d wore cotuac _... _,., 

tla&t ,...t .,. JlM4 at tbia tt.o h eo..tld:lac tlaat trill p tuaii:1T •4 

wUl bo fiai~le co'QCI!. eo t!l&t U ou llo aW,.,e4 tr1tlda & .,., 

abort tt.o 1t t1aot a..t.oea :11.,.. -• ~ otlaer tirooU••• 
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laator 117ft•• ~ \el.,ho=d Ill'. lloJkla• u4 .-.4 IU.a 

to - to tho Oqitol for a 41oouoo1oa of tile •tter, wldob be 414. 

Be arriftd at a~t •1111. 

!be Sooret1117 PTe h1a llll cro.U1Ao of tho procru lllld *11• 

1t otl'\Uik h1a u a 0011phto nrprho, ho oald •r• wu 110 &nallt 1a 

hh aiad that there _. a cr-at ~ people 1a thl• CO'IIIltJ7' 'IIIII are 

ao~ 1a oood ud era DOt belAc tabm care of 'Gilder tile pro-t 

procr-: that tile PU procna wU1 110t help "Z7' aach u u will be 

too olow h pttlAc etartod ud it will 110t taka oare of thoH 'do 

aro oo tile rollot rollo. One faotor 1D thh oUuaUOD wldall will 

huo to be oou14oro4 oaret'&l)¥ h tb polU1cal faotor. llo 1&14 

he 414 aot fool that Ooa.cre•• would epproprlato tlUo aou:r 1A •• 

hilA to ~. adaiabtft'Od liir 1U, that llr. Itlbe h "Z7' JIOJIIIl.N' 1D 

Ooa.cr••• ud neJ7 oae foolo that be hao 4ou &D bouet 3o'll oo PU. 

Sea tor _.,.,.., lald that be folt that Ill'. IGkoo b.e4 4oD• 

oa houet 3o~ u4 that be ha4 Uwd 11p to o11 llle proalooo, nt he 

tllou&ilt that "OJ7 ou would acr- tbot a Pn proa;raa WOIIld bo too 

olow to help nt 1A tllle -ceaQOJ'. llo feU that 1.f ,.. onld o411pt 

•- procru ouch u tho Socrot&rT IIIICPito, ,.. oould cot tile fttoo 

of nab Suatoro u ~. Cllaeo, lllutl:e, cnctc ad :a.n..-. It wu 

felt that U wu too late to &I alliP'tltJ.ac 1a tllo llcro..M u4 tbt U 

ol1o1114 co alloa4 0114 puo tile bill aow rnASnc: ~ ._ U cote to 

tha SoDOto lllr. llopkiu lllcro.14 a tate ~oro tile S..to jppropri.atlno 

o-tttoo ,tut *-t tho _...l.,_t otn.U• 1e tllro'IPftt tile 
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COUDtl7 Ul4 boY -. e441 \loaal people an 1a aoe4 of :relief. 'BM 

JpJ~~vpdaUon Oolaittoo aboal4 Uac rnrUo U.. Mll wlr1ac all of 

tho flla4a anUUlo to ~· Preo14nt to k Me1o1otoro4 liJ' ...U 

acenelea ae he lll&ht 4ee1pato, &iab 1a ~h - 1101114 k WPJ., for 

~>Ot olll¥ the 110* relief proJoch 'lnlt oloo ..._tOYer bee.,- OOIIeti"'UUUOil 

""* wae roquiro4 'lmdor co-u-ta alroaq aada. !he eo-it"- r~ 

porl aboul4 co tato U.. aattor Ulornchl7, ooao1'114.Uc ri~ aa op1a101l 

of the Oolllllli Uee that the b .. t iq ~&lo ~· •tter to pt cpiok 

- 10, 1938 

9le SecretaJ7 aad I acaia eaw Seaator JVraee thia aorniac 

at 10 o'clock to get hie reaoUoa to U.. Secrot&J7 ' • propoeal 41r­

Cilaae4 with h1a laet -1ac. Seaator JVra•• aa14 that he had aot 

chazl&o4 hie opiaioa Oil tho praoUcabillt:r ot U.. plaa aad that U 

certailll¥ ~t to be doDO 1a the iatoroot ot the -ceaCl!T oitu&UOD 

lnlt bo had OOM doubt about ih teuibilit:r. He oaid that be t.boupt 

the l'roold•t ww14 han to &JiliG1IIlce tbo oheace 1a procru Ul4 4e 1t 

<J<Ucltl:r bocauoo he lmderotoo4 tho l!ouao wa• coiac to bocill 41eCII10eion 

of the rolhf '11111 ~ aad ... ccmcro•-~d .aka IIPOOoMO on 

the pallllo wo*• .. cuoa th1Dk1nc that thq 11'81'0 coiac ..,_ U.. liao 

ri~ U.. Proo14at. I.f tho Proo14eat r....or .. o 11.1aoolf attar U.. bill 

~· to U.. S..to, tho ab&rp w1l.l co o'Rt that u b.u aot U.t f&i~ 

ri~ U..oo ooacro•- eo ha't'W ..apporlo4 hia. 
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Present: 

Ur. Ua~ill 
llr. Bell 
tlr . UcReynolds 
Ur . Gaston 
lira·. Klotz 

33 

May 9, 1938 

2: 35 

The Secretary told Magill he had a message !or hlm and 
t hen be woul d be excused. He said ' "The President wants to 
si gn t he tax bill .• llagill said , That sur~rises me.• HK,Jr 
t hen said , 1 And he wants a noble speech !rem you, going baok 
50 years laying down the Deoocratic principles.• 

ilr . Uagill was excused. 

To Mr. McReynolds, the Secretary then said, •Johnnie 
Hanes' name goes up as Assistant Secretary o! the Treasury. 
I have done no checking with the Senatore. • 

* * Q * 
Now, Ur. Bell , the President o! the Un1 ted States is 

a bout 801> sold on changing the whole program. He 1s a good 
enough friend o! mine that he will not throw me to the wolves 
in the House. You and I are going up to the Hi~l £t 3:30 
to see Jimmis Byrnes. The President says I can start with 
Jimrnle and g o as fa r as I want. He said it is useless to 
do it with the House. He is not yet entirely sold on the 
idea, - -he' s sold on the i dea o! one Public Works Depart ment , 
but he can' t get it out o! hie head that Mr. Ickes has $3 ,000 ,000 
or $4,000 ,000 worth o! projects. He ' s will1ng to have all 
t he money allocated to hlm - - the 3i billi ons - - and then let 
hi m allocate it , but he said Hopki ns has not got any machi nery 
to do th1s. I sa1d , Ur. President , i! you had a Public Works 
Department , wouldn't you transfer all t hese engineers and ap­
~raisers over to WPA. He said, Yes, I would. I said, Well, 
let's do it. He said , Well, the people say 1 honest Harold ' 
and t hey say you do this and give it to Hopkins , it 's all 
politica l . I said, Mr. President, you are mi sinf ormed. I t ' s 
Just t he other way around. He said, The Congr essmen are 
counting on this; they know how muoh Mr. I ckes has. I sai d, 
Sure , I don ' t thlnk you oan change it beoauae they are all 
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counting on t his thing . I ea1d, Are you willing to let 

me go up and do my trying? He said , You can go. He said, 

You see Jimmie Byrnes . I said, I want Danny Bell with me . 

I said , Look at that fl8 ,000 thing. He said , I know 

all about it. I said, Kr. President , for four years I have 

fought and bled and died on this Hopkins- Ickes thing . They 

are two grand fellows, fri ends of yours, wonderf ul fellows, 

but, I said , you Just can't give t he two of them money and 

not have t hem fight and it takes it all out of you. He said , 

That ' s right . And he sai·d that f or the first time . 

I said, Why not work it l i ke we bad a Public Worka 

Department . The business men would throw up their hata in 

Joy. They would like this. 

I said, Three and one half weeks ago you sent your 

message up and, I said , it's a complete flop. 

Then he said t his to me : There are two things I want 

you to watch for me . Bank loans and inventories. He said, 

That will tell t he story whether business is getting wor se 
or better. I said , Business is g ett1 ng worse . 

Then he said , Well , Hrny, it's t oo late to go before 
the House, but I am willing for you to start on t he Senate. 

Now, I said , there is only one chance t hat I can get i t 

through. I can say t o t hese fellows, Which is more important: 

to have either earmarking of Public Works thing s by Ickes 

or for me to aay to Mr. So-and-eo that if you do t his our 
chances are 75-25 of having recovery and you do it the ot her 

way it's 25- 75, and it's only on the basis of recovery now 

before election that I think I can put this acr ose . I said, 

Let me t alk to these fellows. He sai d , I have been away for 

ten Oays, and he was far enough away t o see the whole United 

States . I said, Well , that's all right ; I get that too, 

but your progr am is a f a ilure . Well, he sai d, I am rested 

now. 

So I sai d, I am going to argue with you. This will be 

the first time I have a rgued with you hard f or a month. 

And he k i nd of laughed and I said, I a m going to t ake all 

the t i me I want , and you can' t throw me out on my ear. I 

don' t k now who is outside, but he can wait . He laughed. 
He liked it . 

Back of it all , while he did not eay he does not want 

to f ace the difficult thing of telling Harold Ickes he can' t 
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have the money, on the other hand it ma,y be that he hae 
promised individual proJeote to individual eanator a and 
congressmen , I don ' t know. But what I got over to him 
was it isn't a question of individual proJects; i t 1 a a 
i uestion of are we going to have recovery or a ren't we. 

nd I think if I go up and talk to Jimmie Byrnes he will 
say I will call a meeting of my Relief Committee and have 
you come up and testify. He has been holding these meet­
ings . And then I will g o up and say -- and beli eve me , 
I don't want anybody to write it. I am Just going to talk 
from here (inidicating heart.) 

Wr. Bell inquired, 1Did you talk to him about the 
Al lotment Comm1tteet 1 The Secretary replied, He did not 
l i ke t hat. He wouldn 1 t hear of having senators and 
congressmen, and when I suggested transferring Farm Reliet 
over he said, What'& the matter with that? I sai d , Nothing 
much . It' s going along beautifully now, but, I said, I 
Just t hink y ou should do the whole thing. He said, Unless 
you feel strongly, I would leave Farm Security along. I 
said, I don't feel strongly about Farm Security. But if 
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I get a chance to talk on the Hill I certainly am going to 
talk t he ~thole works and if Jimmie Byrnes wil l gi ve me a 
chance t o call, believe me I am going to t alk and talk plenty. 
But I want you to make notes if you will. 

I said to the President, Thank you for not letting me 
go before the House. He said , It would be useless, but, 
he said , if Jimmie Byrnes likes it, ask hie advice, then 
see UaoKellar and then see Glass . 

The President said, Why, even Danny Bell was surprised 
t hi s morning when he heard that Iokes was to get $750 ,000,000 
instead of ~500 ,000 ,000. I said you mean $450 ,000 ,000. I 
aal d, Why s houldn't he? I said, This is the first time since 
you have been President of the United States that the Relief 
Bill did not go through the Budget Bureau. He said, Where 
did it go from? I said , Mr. President , I think it went 
directly from Hopkins. I don't know, but all I know is that 
we never saw it and that 's why we had to wait eo long on our 
telegram. I said, Now here 1 sChairman Taylor of the Appro­
priation Cornmittee asking the Director or the Budget tor a 
copy of the bill and he had to say , I don't have one and had 
to wait five days to get one after the Chair man had gotten it. 
He said, very, very seriously, I did not know that . That ' s 
t he first time I heard that . And I believe him because I 
know when he gets t:tl.s pa.le look. 
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I am trying to get something over. I f I am suooesstul 
then it is t i me enough to bring up t h is personal stuff. 

He has not heard the whole story. Mcintyre told me t hat 
when this telegram oame in from Jimmie he warned the Presid~nt 
not to answer it. The President sai d , That ' s all right . 
Then Mcintyre said when my telegram came in, he was tickled 
to death because he thought all along there waa something 
wrong. He said , I begged the. President J you are a thousand 
mi les away and I don 't t hi nk you have got the whole st ory. 

But , Danny , we got a chance ! It's worth fighting for . 

And , incidentally, this chance we have got: if Jimmie 
Byrnes goes along, then we will get t he whole works in the 
Senate. I mean, if they do t his whole t hing , it will be 
written Just like the 4 billion 8 . I have not got the Pres­
ident sol d yet and I don ' t want to make any mistake yet to 
dr op I ckes and transfer I ckes ' engi neers and everyth1~ else 
over to Hopki ns and make a Public Worlts Department . I haven' t 
got that yet , but he's enough i nterested t hat he's instructing 
me to g o on t he Hill and for me to say that I am t here on his 
instructions. Now , I can' t ask f or much more in one day , can I? 

You fellows were right. 
Co!DIIIl. t tee . 

He did not like t hat Advisory 

oOo- oOo 
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TREASURY DEPARTMENT 

IHTIIR OI'PIC& COMNUNICATlON 
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To Secre\aq llorc-\!ln. 

,._ 11. .t., llarria 
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uecl1c1ble. Prlcu tor 1Dtemed1a\e all4 lone tem boDda eo•ed •­

• be i bieber Ule tire\ o! Ule wwelt, ... ed aell tree tiona on 'l'llllradq 
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rrida;r ~\erDOOD, BoweTer, \be -c ...... DO\ .. to.., heaT;r ••11-
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Co=1 Uee a altlnc aD iDe rea .. 1.n the .. Ulorhation tor the •oa.nt of 

'l'reaaur7 bollda = hiall41ne at aDJ oae \iae. Ia late tre41ne lr14a7 
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• 1 tb 1111all lrr.cvJ,ar ~·· 

Conora\e .Jo!4e 
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ailliolll o~ tan-;rear debenture• uxt -•tb and the ncce .. of the 

ofterine ot lSO,OOO ahara• of General roo4a Corporetioa preferred 1\ock, 
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'l'bo only traneaotloD lD the lfew Tori< market for 1Dv .. ""et accOIIftte 

wee a sale of $1 ,000,000 2 7/1!/fo 'l'l'Niro.r)' ~oDh of 1955/150 tor accOWit 

of t.he Civil Service Beth·-nt end Dl .. buUr. l'luad, 

Szet• ,t.cgCiallt 

The l'ederal R"'"' S71t1111 replacK 1 .. t Ve4n"4a7'• maturttr of 

$36,753,000 of Treero.r)' bllh throU&h the purch"e of a slmller •OUilt 

of tho new bllh maturioc .lUI;Il&t 3, 1938. The only other treneecUon 

vaa an exchaoce ln t he url<et of $1,000,000 3 3/1!/fo 'l'rMIIUX7 boDde of 

1'HO/f3 f or a sl.aller MIOUDt of 3 1/fl/. 'rr•II'O.X7 bends of 1~. 

It h 1nterllt1DC to note that t.he s,.t., lDCCIU on aD allJID8l 

buh haa dropped fr011 $36,716,692 on .lprU 13th (azul of week prevloue 

to the heav7 sale• of bODdt) to $33, 383,473 on Na7 4th, and the average 

.. r Dloc rate has bun reduced fraD 1.43~ to 1,29~ dur1nc thh perlod. 

However, the profit on aales ao far in 1938 amounte tc $5,873,011. 

'l'he profit for the whole 7ur of 193'7 was only $2,413,428,32, 
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RE BANK EXAMINATION POLICY llay 9, 1938 . 
11: 05 a .m. 

Present: 

H.M.Jr: 

llcKee: 

H.ll.Jr: 

Upham: 

llr. 
llr . 
Kr . 
llr . 
llr . 
llr . 
Mr . 
llr . 
llr . 
Mr. 
llr . 

Taylor " 
Upham " 
Gaston• 
llcKee" 
Davis' 
Cr owley' 
Paulger 
Diggs ' 
S~J~Yth' 
P'olger• 
Nichols ' 

I don't know whether you understood why I couldn' t 
hold the meeting the other day , but I had to go up 
on the Hill, and what I went up on the Hill f or was 
to get - they call it - the panels removed on our 
authority to borrow $45,000,000,000. The way ·it is 
now they divide it up into borrowing 25 billion in 
bonds, 20 billion in shorts. Well, we' ve borrowed 
23i billion in bonds, and if they don't remove that 
panel, as they call it, we're going to f i nd ourselves 
not being able to borrow as many bonds as we want. 
I don' t t bink we 1ll have any trouble . But that ' s 
what we ' re trying to do . And it makes sense - not 
trying to lift the 45 billion, but Just make it that · 
·we can borrow any • •• 

Plenty of leeway on the other side. 

Plenty of leeway on the other side, but not on the 
bonds. They didn 1 t ask me whether I wanted to s ell 
direct t o you fellows (Federal Reserve) - so hard up 
I didn' t want to sell. They didn ' t ask me that . 
But I Just thought I'd explain. 

Bow, we had - I asked these people to come 1n and 
advise me and gave them a chance, and we had a 
pretty good meeting . Went on most of the day . And 
I think if Cy Upham would tell you, unless i t ' s 
already been done ••• • Those are the things which 
this special advisory g r oup were in agreement on. 
Let ' s have those first. 

Yes, I sent to eaob one a list of tbem. You ar e the 
only one, I guess, wbo hasn' t had an opportunity to 
see it. 
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B. ll.Jr: 

Upham: 
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I have not done my home work. 

"Wh.1le there was cons.1derable d.1scuss.1on and not 
complete unan.1m.1ty of views on all the matters 
discussed, tbe consensus was 
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"(1) That the use of the word 'slow' as a classifi­
cation of loans by bank examiners might well be 
abandoned. 

" (2) That the three parallel columns now appearing 
in the examination report be r etained . A suggested 
definition for Column I was 1 not presently doubtful 
but requ.1r1ng constant attention. ' 

" (3) No one was v.1olently opposed to totaling and 
recapitulating the three columns if the new designa­
tion and definition of Column I are adopted . (There 
were some preferences expressed for Column I loans 
being carried separately and not totaled or 
recap! tula ted.) 

"{4) Good bankers would not be deterred from making 
border-line loans by the inclusion of Column I. 
(There were some dissents to this . ) 

" (5) Bank directors a re disturbed by the . slow column 
and probably should be . (The view was expressed that 
regardless of the 1934 instructions as to what loans 
should be included in the slow column, bank examiners 
continue to list loans tha t are slow in fact even 
though good as to quality.) 

"{6) The entire list of securities in a bank's 
portfolio sh!>uld be listed in the examination report. 

"{7) The entire list of securities 1n a bank' s 
portfolio should be priced in the examination report. 

"(8) The net sound capital of a bank should be 
computed in the examiner ' s report . 

" (9) Just what depreciation in the portfolio should 
be deducted in coaputing the net sound capital of a 
bank was left somewhat indefinite . It was suggested 
by Mr. White that if the net depreciation in Group II 
securities, plus Baa bonds, is to be deducted in 

• 
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H.!oi .Jr: 

Crowley: 

d.Ji. Jr: 

Crowley: 
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computing net sound capital, (and appreciation in 
Group I securities, exclusive of Baa ' s , i s to be 
ignored) , the basis for figuring depreciation in 
this group should be worlted out along the lines of 
the so-called •convention values ' used by insurance 
companies representing, perhaps, the average price 
of the security over a period of a year or more past. 
It was suggested that if and when Group I securities 
show a net depreciation, perhaps the situation will 
have to be surveyed again. There were expressions 
that the inclusion of net depreciation in the lower 
g~9rle securities without any benefit from apprecia­
tion 111 :-:.igher grade securities was a little unfair . 

"(10) While no detl'rtlte cotta .,.,-M-s- obtained on 
t he treatment of bond profits, tn nk it is fair 
to say tha t the group favored the creation of 
adequate reserves against losses, but were doubtful 
about the success of enforcement of a rule that 
securities prof! ts be impounded in a special reserve 
account. 

" (11) There were expressions of opinion to the e !feet 
that the definition of marketability contained in the 
Regulation of the Comptroller of the Currency inter­
pretative of Section 51.36 Revised Statutes should be 
revised . " 

Well now, is there something t hat we could get out 
of this? l.ly thought was tha t if the three agencies 
could agree on something, this is a start . Then we 
would submit this to the State Bank Examiners to 
see whether they ' d go a long . Then we ' d have every 
agency involved. Even if it's only on one thing 
a t the start - that ' s what I 1m trying to do . 

Mr . Secretary, 1n order to bring this thing to a 
head ••.. 

Yes. 

••• on the question of the numerals, the classi£1cation 
of assets 1, 2, J, the discussion seems t o be - I don ' t 
believe that there is any great difference of opinion 
on ·.ma t we would all consider as a criticized asset. 
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Cro~rley: 
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I think one thing that they are trying to arrive at 
is that a loan that is made for a longer period than, 
say, 60 or 90 days, providing that it is secure or 
properly collateralized with a financial sta tement 
and amortized over a period of time regularly - that 
we Will not put that asset or that loan 1n a criticized 
column. In other words, we elimirlate that trom the 
old classificati on of years ago. But it doesn't change 
our standard any on the item that is unacceptable for 
the classification of a bank's portfolio . And I 
don't think there is any disagreement, particularly 
amongst wbat we ' re trying to arrive at, if we stick 
to tba t basis. 

Now, I ha ve no objection to permitting even a public 
statement to be made, i f we can concur bere, that a 
loan will not be critic ized because it runs for more 
than 90 d.ays, if 1t is sufficiently collateralized and 
amortized regularly, but that there will be no letdown 
of the so-called standard of bank examinations. And 
if we can discuss the loans from that standpoint first 
and get rid of that, then I think we can go on to the 
bonds. And it seems to me that it is easier for us to 
agree on the loan side than it is to agree on the 
bond . And I would like to, just for the sake of 
bringing it to a bead - like to make such a moti on. 

Will you state your motion? 

I sta te my motion tha t the three agencies get together 
and define a so-called loan - capital loan that will 
not be criticized, so that they may be able to set up 
a standard. And we will not let down on the so-called 
standardization of the classification of a criticized 
asset. And that the policy in the future be to put 
into one class the so-called sub-standard or unsatis­
factory loans, then t he portion of that loan that may 
be doubtful and the portion that may be lost, and the 
por tion that is so critici zed will be carried to your 
analysis to sbow your bank directors and your bank 
management the positi on of their bank . 

Well, Yr. Crowley bas made a motion. Any discussion? 

Yr . Secretary, is this the kind of a meeting tnat you 
want to have things put to an actUal vote? 
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H.M. Jr: 

Crowley: 

B. !A • .Tr: 

Crowley: 

Diggs: 

Crowley: 

Diggs: 

Folger: 

Crowley : 

Folger: 

Crowley : 

Taylor : 

Folger: 

B.!l • .Tr: 

ltcKee: 

H.L! • .Tr: 

-s-

Well, pereonally, I'd rattler be intoraal about it, 
becauee it ' • - wb.1le I do tnis, ttlere is only one 
copy, ae you people know; it goee into _, filee and 
is locked awa7, and I 1 a not - I ' d r attler keep it on 
an intoraal basis. 

Don' t care . Just make it as an 1ntoraal motion, 
Just to b rin& it to a head. 

All r ight, as a suggestion. 

Yes . 

Well, isn' t tnat about tne things that we ' ve agreed 
on, and the maJority opinion ••• 
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Except this, ll.arsball, tnat I tb.ink that we can be a 
little bit nelpful in r a ther saying that we will not 
criticize a loan that is made for more than 90 daye, 
providing it is financially secured and amort i zed 
over a period of years. I think substantially we say 
that in our memorandum. 

Well, that ' s what I tnought. 

We say "if sound," if it's a good loan. 

That ' s right. 

Do you tnink you should use exact language? 

I thought we'd leave tha t to you three men, Gue, to 
define that. 

You' re really adding regular amortization. 

That's rigbt, that's what be' s adding. 

Well, wbat we•re .getting down to is- I aean do the 
Federal Reserve people want to get into a huddle on 
tb.is asain? We ' ve bad one . I don' t know •••• 

Well, we're willing to sit down and talk, Kr . 
Secretary . 

Fine. Well now, in view of the advice wtliotl I sot, 
which has been available to you people, and in view 
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S.M. Jr: 

McKee: 

B.l.l. Jr: 

B.M.Jr: 

KcKee: 

B. M. Jr: 

• cKee: 
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ot the r aot it is two to one, but what I'• tryinl 
to get is tbree - I 111ean tbat's what I'a trying to 
get; isn't muob use on this two to one s tutr - would 
you people be willing to let - once more let you 
people start a gain this afternoon and take another 
look at the picture? 

Sure . 

That goes tor the f irst question, which in ~ mind 
is classification or reclassification - renaming the 
word •slow• - that old question. What? 

Sure • 

What? 

Yes. 
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Well, I think that ' s the thing to do, then. I mean 
in view of the advice that I've gotten with these 
fellows that you all know as well as I do, when they 
came in here . Well, why don' t we do this, without 
t aking too much time: simply throw this back on these 
fellows once more, i n light or what ' s happened, and 
see if they can't get somewhere; that is, get a 
~n1mous one this time . And in two cases you people 
~Federal Reserve) are in the minority and one case 
you•re 1n tbe maJority. 

Well, that doesn' t disturb me, .llr. Secretary. I 
think it is really unfortunate that the whole subJect 
has got as much publicity as it has, because you ' re 
going to end up here and you're going to have nothing 
to produce for the public that is along the linea 
that the President bas attacked this problem, or 
your attack in publicity, at all . Bow, that ' s where 
you're going to end. 

No , I - I ' m sorry, I don' t agree with you. 

All right. You might put a lot or weasel words in; 
that's not going to mean anything. 

Jo, I 'm not going to put any weasel words in. 

But it you're going to attack this problem, which baa 
been a problem t or many 1 a&JV' )'ears and bas caused its 
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trouble, and there is plenty evidence of the trouble 

it ' s caused, a.nd you're going to pass over it lightly 

by making certain adJustments. 

No. No. I 1 m not going to do that. 

And somebody else is going to have to look at it later. 

Well, I'm will ing to try it once more, letting these 

fellows get together, but if they don't get together 

I •m going to make a defini t e clean-cut recommendation 

to the President, because I 1ve got enough information 

now, but - I mean I've got enough information that -r 
mind is beginning to clear, and I'm not -I haven' t 

yet made - I . mean I 1 ve made plenty of recommendations, 

but I don't think we've ever sent him any weasel words 

once . 

Well, I'm not speaking about what you have said1 but 

I 1m speaking about the kind of ticket the public is 

going to e.xpect from you, from what bas gone over the 

dam. 

Now, one thing which isn't in here which I'm going to 

insist on - and that is the examina tion - the way the 

Comptroller t s of rice - the ratings and the whole way be 

handles the question or the banks ' right to invest 

in securities. Now, what ' s this word that they keep 

rererring to? 

"Marketability . " 

Marketability . Now, that wasn ' t hit in this thing at 

all. 

Well , don't you think that's a separate subject 
entirely? Probably all supervisors could place their 

recommendations bet'ore the Comptroller's oft'ice, but 

it's his responsibility alone. 

'Nell, we might as well get the benefit, because this 

stut'f here - we're going to c.hange the word •slow,• 

call it something else, and all that, and I don't 

think that ' s going to - as I said the other day 

Joking, call a rose by anot her name and you' re still 

going to have the rose . 

That's precisely what llr. llcKee was driving at. 
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But this thing - if we could do s omething with these 
fellows on this wor d "marketability, n we may get 
somewhere. And that ' s the most of the criticism 
that we g et. And this whole question of the small 
concern that ' s got $25, 000 or $50 , 000 in a community -
hell, they c an ' t get all these ratings and all this 
stuff . And the arguments I hear - why should Dun & 
Bradstreet ' s and Voody 1 s decide wha t is marketable? 
WhY can't the United St ates Government decide what is 
marketable? Why let some $2500 clerk in some room i n 
Wall Street decide what it should be? I 1 ve got pl enty 
of this. I think there 1 s a lot to 1t . Why throw the 
responsibilit~ on all these people? TLo ;~)lnw that 
has $25, 0~0 , i50 , 000, wants to s ell it, the banks want 
to buy it- they either can ' t get those letters a t all 
or t hey ge t the wrong kind of letters; and the f act 
thLt a security - it1 s a $50,000 issue - I don ' t say 
th&t it isn' t marketable . 

Tbot's t he regulation, Mr. Secr etary . The l aw of t he 
s t atute re~uires mar ke t ability, but the lew does no t 
define it; doesn't go any f arther t han t ha t , leaves it 
t o the Compt r oller , and be has defined it . 

But what I am asking, quite frankly , i s for these 
people who are not in it t o put the screws on you . 
Tha t's wha t I want . Because if we could get something 
on this question of marketability , we ' d get something 
out of this meeting . And I'd like the Fed boys and 
Crowley' s boys and the rest of them just to, frankly, 
put the screws on you and make you stand up and def end 
ths t position . The word i s "market ability. n Now, it's 

a question of a def initi on, isn' t it? 

Yes, sir. The statut e requires marketability . 

O.K. Then it gets down - what is it, what is t hat? 
And I ' d like them to put the pressure on you and see 
whether they •••• 

Le t me say this to you. In t alking about this banki.ng 
business •••• 

Because - excuse me Just a minute - of all the com­
plaints I get, tha t ' s the most important . And r ight 
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now I'd like, it I could, to have the Comptroller's 
office remove it, in the mi.nds of the people, aa a 
neck of the bottle . And if, after putting the 
pressure on you, tbey still - tbey come out and 
say, •Well, be ' s right, be can't do anything,• aaybe 
we can get a little amendment through, i f we should. 
But that's the complaint I get on that thing, tbat 
you fellows won't let the banks bUT these issues 
and that there is some clerk somewhere in a back 
office, and why the hell should lloody' a decide what 
kind of letters should go on this thing, why 
shouldn't you fell.ows do it yourselves? 

Well, along that line, I think if there ' s going to 
be aey amendment it ought to include all insured 
banks, in the first place, because you1 ve got two -
you1 ve got one class of banks tbat can bw anything 
and you•ve got another class of banks that can only 
buy what the Comptroller says. Now, the Government 
stands beh1nd this insured fund. That exposes them 
to - 1f you think i t 1 s an undue risk because you 
write a regulation that doesn't provide for the 
purchase of those kinds of bonds, then you're writing 
into your liability things that you dOn't believe . 
I th1nk it' s inconsistent as f ar as the legislation 
is concerned . 

That's what I say . It after putting the pressure he 
still stands up and says, •Well, I can' t give in, 
because •••• • - but that ' s the biggest cri ticisa 
that ' s crossed rq des.k. 

48 

Kr. Secretary, now we have 13,973 banks in the Federal 
Deposit Insurance fund. The impression always seems 
to prevail that there are only a few small. banks in 
the United States . There are only in the United States 
about 400 large banks over $10 , 000,000 in the country, 
and those 400 banks have two-thirds of the deposits 
of the envire United States . The so-called 13,500 
banks all have deposits below $10 , 000, 000 and we have 
an insured liability there of about 80 percent or 
greater. Now, I don't th1nk that you have to do 
anything to make these poor little devils make any 
more mistakes than they have made the last ten or 
fifteen years. They'll make enough aiatakes acci­
dentall.T without asking thea to make thea on purpose. 
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And as a matter or t act, on securities - I don't 
believe the average little bank has ever made a07 
money on their investment in securities . I have 
always been hopeful the time would come t hat the 
little banks would on!¥ be in the so-called 
Government securities, and not be in corporate 
or industrial securities at all • . And if we ever 
could work out a Baby Bond that would let these 
little banks have some amount of a Baby Bond - have 
a hundred thousand to two hundred thousand dollars 
worth in their portfolios, you 1 re going to solve a 
large part of your banking trouble. If you let 
these little Cello-s loan their money locally and 
buy their Governments and keep their cash - but to 
let down and let these poor little devils go in the 
security markets and go over their heads with a lot 
of low grade stuff - you're only going to have a 
broken banking system on your hands in sight of a 
year' s time . 

But do you disagree with me that any securities 
regulati on should cover all insured banks? 

I think this, John - a i\Y regula tion t hat you can l)lt 
the s t a tes t o adopt; but I don' t think we have any 
right to r egulate for state banks as a law. I think 
you can do it by coopera tion, but I don ' t think you 
have any right to walk into a s t a te and tell a state 
that you ' re going to dictate t o them how they run 
their banking system. 

Well, I still - I'm going to ask these gentlemen it 
they ' re going to meet and see i f we can agree on 
anything. So, taking the Federal Reserve - in view 
of what the advice I got - if they ' d meet once or 
twice more, beginning at two this afternoon, and also 
add to their agenda this question of marketability, 
I 1d appreciate it very much. 

On thnt subject, Mr . Secretary, some weeks ago we 
started studying that regulation to aake suggested 
changes in it, and we ' re get t ing somewher e on that 
tbing . 

But this thing is - I mean every day somebody throws 
that in IllY race~ 

I realize it, and we knew it also, and we•re working 
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on it. We have a problem too. 

I mean if you fellows meet one or two aft ernoons, 
I don ' t see wby we can' t get something. If we only 
agree on one tb~, I 1 d like to get one thing tllat 
t ile tllree agencies agr ee on, and tben submit it - if 
it1 s Just one tb1ng - t hen submit it to Wllite, who i a 
head of State Bank Examiners , so we can say , •Well , 
here's one regulation that the Feder al Reserve, F. D.I.C. , 
the Comptroller's office, and t he St ate Bank Examiners 
agree on. • And then if the t works - then maybe I can 
drop out of the picture . You fellows can a ll work with 
them, and begin ... .. Now, Vlhite was tickled t o death. 
He took it up with a couple of t heir sections; they 
liked the idea . These State Bank Examiners - t hey ' r e 
tickled; they ' d Hke to work with us. Let ' s try it 
once more . l!uh? What do you say? I mean having 
one more litt le meeting w~th these fellows in the 
afternoon . That all right with you, Davis? 

Yes . 

Agreeuble with us . 

All right, let ' s try it once mo r e . 

That includes all point s that have already been 
brought up, plus the new definition for marketability, 
if possible . 

That ' s r ight . 
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FEDERAL HOUSING ADMINISTRATION 

MEMORANDUM 

.OAT& 

• 

' 
FIGURES FGR MONT!! ENDING .t.?RIL 30, 1938 

FOR Tl!! lQlH 

Mortgagee Selected 
~rtgages Accepted 
PremJ.um Paying Mortgages 

Property Improvement Loans 
(Amended February . 1938) 

CUMULATIVE: 

Mortgages Selected 
~rtgages &ccepted 
Prem.l.um Paying Mortgages 

Property Improvement Loens 
(Amended February, 1938) 

Month Eliding 
.April 30, 

1938 

Number 

20,668 
14,39? 

5,888 

28,11'7 

396,491 
293,2?2 
226,363 

40,104 

AlllOunt 

.s 94,156,113 
63,266,925 
25,?98,400 

13,578,533 

,11,660 ,198,044 
1,197;939 ,.158 

928,432,817 

19,094,564 

51 

Way 9. 1938. 

Corresponding Month 
Last Year 

193'7 

Number 

15,662 
12, 214 

7,942 

AlllOunt 

~7,e86,30? 
50,042,100 
32,587,160 

~ Under original Title I (expired\pru 1, 193?) 1,450,860 
lllOdernization notes wo re ineured amounting to ~60 ,603 , 240 . 

Percent Change April 1938 over April 1937 

Mortgages Selected 

Mortgages &ccepted 

I 38. ?~ 

I 26.4~ 

Dl vielon of !concml.cs and StsUetlos 
Operat ing Stat1stica Section 
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FEDERAL HOUSING ADMINISTRATION 

MEMORANDUM 

Fl GURbS FOR fi!l( E!!Dl NG !!AY 7 I 1938 

l!eek »"&ding 
llay 7. 

1938 

Number 

DATii: May 11, 1938 

Correaponding l!oek 
Last Year 

19}7 

Number Ap!ount 

52 

llortga&ea SeLected 
Wortgages Accepted 
Premium Payin& llortca&ee 

4,871 
3.251 
l, 713 

$22,285.560 
14,}75,800 
7.651,900 

3.173 
2,515 
1,823 

$13,46 7. 451 
10,441,900 

7.666.970 

Property Improvement Loons 6,983 
(Nnended Pebruary, 1938) 

illMULATIVE: 

~ortgages Selected 
llortga&es Accepted 
Premium Paying llor tra&ea 

Property Improvement Loan a 46,378 
( .l.lllended February, 1938) 

3,220,978 

$1,682,483, 604 
1,212,314,958 

936.084,717 

21,862,348 

Under original Title I (expired April 1, 1937) 1,45(>, 860 
modernization notoa were insured amounting to $560,603,240. 

D1v1e1on of !Conoaics and Stat1at1ce 
Operati-c S\6t1etl ce Section 
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TO 

Subject : 

TREASURY DEPARTMENT 

trrnc:R O ... ,C& COMMU N ICATION 

Secretar~;~enthau 

llr. Haa~ 

o•n May 9, 19~ 

The Busi ness Situation, week ending May 7. 

Conclusi ons 

While weekly indexes of business activi ty provide little 

basi s tor busi ness optimism, these may prove misleading, as on 

several occasions in the past , ~~~ to the inclusion in these 

indexes of certain seri es which sho~san ~preciable lag in 

their res~onse to basi c busine ss factors . (See Chart 1) . 

Evidence of an i mprovement in the underlying business 

trend i s sean in (l) a marked upturn in new orders (Chart 2) 

al though some setback occurred during t he past week owing to 

o drop in steel orders; (2) a reopening of t he capital markets ; 

(3) a strengthening ot stock prices, partictUarly in the rail 

and utilitr groups, foll owing earlier i mprovement in bond 

orices; ( 4} a gradual improvement over t he past two months i n 

our index of basic demand, which disproves the belie! held in 

so:ne quarter s t hat a ' downward spiral" infl uence was aff.cct1ng 

business during t his period ; and (5) a recent upturn in certain 

consumers ' goode indus tries, a gr oup which usually shows f irst 

evidence of a turn. 

On the unfavorable aide, the failure of commodi ty prices 

to respond to recent monetary moves suggest s that the defla­

tionary influences which apparently set i n about the t i me of 

the German invasion of Austria may not yet have run their 

course . I ncreasi ng commodity suppli es have also been a pr i ce 

factor . It seems probable , however, that the price rai sing i n­

f luence of recent monetary expansion moves , which f i r st affected 

hi gh- grade bond prices and later worked down to speculative 

bonds and t o stock prices, will next a!feot prices of com:noditiea . 

The current bus iness trend 

The weekl y New York Times index, seasonally adjusted, r emains 

a t the year ' s low, increasing but fracti onally during t he week 

ended April 30 to a figure of 75. 6. l~scellaneoue oarloadings, 

the s econd most important ser i es in the index, i ncr eased 5. 2 points 
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during t he week to an index ot 6g,5, while all other aeries were 

lower. 

At a turn ln buslneea activity, the New York Tiaee index ia 

likely to be misleading, since it includes certain series which 

lag appreciably in their response to underlying businsae trends. 

Outstanding among these is the sarles on electric power produc­

tion , which has by tar t he heaviest weight in the New.York Times 

lndex. This includes electricity tor residential use, which does 

not change its trend until some time after a turn in business. 

In Chart 1 we show a comparison ot the various components ot the 

index, illustrating their respective weights. It will be noted 

that the recent decline in the index has been due in large part 

to the decline ln power pr oduction. 

This same factor was an i mportant influence in ra1e1ng the 

index last year to a new high in August , when industrial produc­

t ion actually was on the verge of a steep decline. As shown at 

the top ot the chart, the New York Timee index at timee baa 

differed widely from the Federal Res&rve Board index of industrial 

production, in t he actual level as well as in the t rend. 

The steel situat ion 

Outstanding among r ecent steel developments has been a tend­

ency to shade prices on various steel products, wh ich has led to 

a belief that prices will be reduced when quotations tor the 

t hird quarter are announced, and has accor dingly tended to restrict 

new buying. The normal date tor the next price announcement ls 

around June 1, although t hird-quarter prices last year were 

announced early in Uay. 

Commenting on this development, the Wall Street Journal men­

tiona that price conce ssions have been granted on a number or 

steel products, and t hat there has been increasing evidence that 

the practice has been spreading among some of t he independent 

companies. Comment is made that "This practice has unsettled 

conditione considerably, and as a measure ot prot ection steel 

makers who have adhered to t he regular market have been compelled 

to mee t conce sslons in order t o hold their regular cuetomera. 

Naturally thle condition has become known among consumers and 

has further delayed buying on their part, even tor the purpose 

ot replenlehlng depleted i nventories. • 

The prospect ot lower nricee has probably been a factor 

ln reducing new orders ot the United States Steel Corporation 

duri ng the past week to the equivalent ot 33 percent ot capacity, 

ee compared with an order volume equivalent to 45 percent during 

the previous week. The downturn in the stock market , as shown 
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in Obart 3, apparently also was a factor in discouraging steel 
buying. 

55 

Perhaps nothing would be more conducive to a marked revival 
in steel buying at this time than a decisive out in steel prices, 
sufficient to lead consumers to believe that the next change 
might be upward. A slight reduction might defeat its own ends 
by suggesting the possibility of still further price cute. A 
settling of the steel price question in the near future is 
especially important for stimulating buying by the automobile 
companies, since around July 1 they are expected to begin buy­
ing new steel shapes and parts for the 1939 models. 

Steel activity was reduced this week to an average for the 
industry of 30.7 percent of capacity, as compared with 32.0 per­
cent last week, apparently because of the declining tendency in 
new orders previously mentioned. The surplus of orders which 
apparently was built up during April should be a supporting 
factor for steel activity during the current month. 

Trend of new orders and estimated demand 

To supplement our weighted monthly index of new orders and 
t o Show the more immediate trend, we have constructed a weighted 
weekly index. Th.is is based on 13 series, as compared with 23 
series of orders rep resented in our monthly index. For this 
reason it does not compare exactly with the latter index, but 
should serve to indicate the week to week trend. 

In Ohart 2 t he weekly index of new orders since the beginning 
of 1938 is shown in comparison with the monthly index for 1937 and 
1938. Preliminary data shown on the chart for the fifth week of 
April indicate a substantial decline in the index for that week, 
due almost entirely to the sharp drop in new orders for steel. 

The demand for industrial products, according to our esti­
mat es of "basic demand,• has shown a slow improvement during 
February and March, our estimated total index rising from a low 
or gg i n January to 89 in February and 91 in Uarch. It 1s en­
couraging to note that this does not indicate that a "downward 
spiral• was developing during this period, but appears to confirm 
the belief that industrial production is establishi~ a bottom 
ar ound these levels . A revival in several consumers goods indue­
tries in recent months points to the same conclusion. The boot 
and shoe industry, end the silk , cotton and wool industries, have 
already apparently started a recovery trend. 

While the basic demand indexes do not forecast the time of 
a turning point, they seem to indicate quite definitely when 
production in a given industry has become too high or too low 
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to be maintained at that level. The production ot textiles, 
leather products, and cement, tor example, which the basic de­
mand indexes several months ago showed to be too low, hao turned 
upward to adjust itself more nearly to demand. The production 
ot refined petroleum, which the demand index showed to be too 
high, has turned downward. Crude petroleum production has yet 
to adjust itself downward, and production in certain industries 
which the demand index shows to be too low, not ably that ot 
steel and automobiles, has yet to be adjusted upward. 

The security markets 

Stock or1ces closed the week with an impressive upturn 
wn1oh carried the industrials up sharply and established new highs 
since the middle ot Yarch in t he rail and utility groups . Utility 
stocks were prominent on the rise, following reQently increasing 
strength i n the bonds and preferred stocks ot this group. 

The ettect ot recent monetary moves in strengtheni ng stock 
prices is becoming increasingly apparent , as rising prices tor 
bonds lead investors to look tor alternative issues in which to 
place their money. Financial comments mention that the pressure 
to invest idle funds has been unmistakable , while favorable tech­
ni cal conditions in the stock market have led to some speculative 
buying. As evidence ot a strong technical posi tion, tho stock 
market recently has proved practically i mmune to unfavorable 
news; the volume ot trading has dropped to a low level on set­
backs in prices, and speculative positions have apparently been 
well liquidated, Judging trom r ecent reductions in brokers' loans 
and an unusually low percentage ot restricted margin accounts. 

An outstanding factor in the improved sentiment in the stock 
marke t, according to financial writers, is the reopening ot the 
capital markets which has been made possible by the Administration's 
monetary moves. Plane announced this week tor a $100, 000,000 bond 
issue by the United States Steel Corporation, which will be. one 
ot the largest financial operations by an industrial concern since 
1929 has been hailed in financial circles as a major encouraging 
taotor. With the better grade utility bonds coming into active 
demand, investment bankers now expect that within a tew months 
the utility companies will resume on a large scale the bond re­
tund1ng program which was abruptly dropped a year ago , shortly 
after the increased reserve requirements went into et t eot. 

The price situation 

Although the announcement ot the Adminietrat1on ' s recovery 
program has been followed by an increase in new orders , by rie1ng 
bond prices, by an improved proepeot tor new capital issues, and 
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by a 1tronger tone 1.D the 1toolr: u.rltet, it b&1 tbul tar had but 
11 ttle infi.uenoe in ra1e1ng oo111110di ty prioe1. Th.tl hal been due 
in part to l.Dcreaeing euppl1ee ot oerta1n oollllllod1 tiee, and in 
part to the adveree etteot ot the proepeot ot another detio1t 
spending program on bu1ine11 1entiment. More important how­
ever, i1 the po11ibility that it may retleot a continuation ot 
outside deflationary 1.Dtluenoe1 that appear to have been 11t in 
motion about the time ot tbe German inva1ion ot Auetria. 

While the ta1lure ot prioee to llalte a definite turn 10 tar 
must be oon1idered an unfavorable feature or the bueine1e out­
look, t he reoent QOnetary expansion movee 1hould eventually 
att eot commodity prices as they have affected 1n suooeeeion 
other investment media, barring any new deflationary deYelop­
ment. 
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JROII.I 

JIO.~ 

PAJUPHRASI ~ ULIG!Wl RIOIIVID 

.&lllerioan lillllbasey, Paris 

730 (Section One) 

DATil M&y 9, 1938, 9 a.m. 

JROll" OOOIILUt 

I retUl'ned this morning fl'om Basel where I spent 

Saturday and SUnday with B I 8 offioiale. rormal 

aonthly end annual meetings take plaoe today but no 

i111portant business is to be transacted. Of the 35 

central banks or national banking groups holding shares 

in the B I 8, 23 ha..-e sent delegatee to the B I 8 aeeting 

and Greece and Latvia have gi ven powers of attorney to 

resident B I B officials. Weldon, Alllerican representa­

tive, wae to arrive Monday morning. On Saturday and 

Sunday I talked with members of practically all of the 

delegations. 

I was infol'lle<l by President Trip of the JJetherlande 

Bank that no information had been reoe1..-ed by him regar4-

ing the French monetary plan of t his past week and that 

he didn1 t know anything about the plan until Thursday. 

61 

He stated that t his was another proof of the arauaent 

which he made to ae in Alllsterdaa last IWIIIIBr to the effect 

that the tripartite deohions are made by the three big 

••bere without consideration a of the three -.ller onee, 

by whoa the deoisi one INSt siaply be accepted.. I -intained. 

that 

Regraded Uclassified



62 

-a-

that the :rrenoh orig1natecl th1e propoeiUon aDd that 'the 
I 

respons1b11Ur r .. 'tecl with 'th• for 41wl.g1~ inforaUon 

regarding u, and a'ta'tecl 'tba't we ba4 rea1Ddecl 'the J'renola 

of 'thia fao't during the negoUaUona. !rip a'ta'ted that 

the J'renoh -.c>Te had been taken ••rr O&lalJ' br h1a -.zke't 

and 'that up un't1l Saturdar 'the •e'therlanda Bank ba4 not 

lost one florin of gold aa a reau.l.'t. .la ret he •••• no 

unta•orable reperouaaiona on 'the •e'therlanda. 

BtJLLIU 

~~IB 
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PARAPHRASI or T~ UOIIVKD 

JROXJ .&acioan lll.baaey, Paria 

10.; 730 (810TIOJJ8 ftO .UD THRD) 

DATI: Jlay 9 , 1938, 9 a.a. 

Trip 1Jlformed ae that hie people are altept1c&l ae 

to the auoceee of the rrenoh. The shipping strike ie 

interpreted by h1111 as a bad omen. They started a1; the 

wrong end. 

be touched, 

Be.fore deo1d1!lg that the ourrenoy needed to 
-~,.. ... 

they ahould haTe brougM about the necessary . 
1111proT&~~ent 1Jl eooial legislation and 1n production. 

It was only on Saturday that Mr. Baohaan.n, President 

of the Swiee Jational Bank reoeiTed, through the Swies 

Ministry of foreign Affairs, word of the rrenoh deoieion. 

President Baoh•nn eta ted that frOID Thursday to Saturday, 

1Jlolusive, 33,000,000 Swise franca of gold on rrenoh 

account were yielded by the Swiss Jational Bank. A saall 

repa)'llent on a rrenoh railway loan was included 1n this · 

amount. A loee of around eo,ooo,ooo franoa will be ehown 

by the next etatement of hie banlt, but the difference of 

--7 21Q.OOO,OOO 1e accounted for by the faot that 1111oh m 

aaount was applied to purohaeing atcling for the Swiu 

banking credit to Argentina. Oonaidcing the worries he 

has 8%perianoed oTer excess foreign f\lnda on hie aarkat, 

Baoba•nn does not regret the lou of gold to rranoe. B~ 

wer, eiJloe foreigners who bought Swiss OoTerna•t eeouritiee 
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last fall when ~e &·dee took etepe to stop inooaiDg 

bank deposits, are now eelliDg, ~ere 1a a lowering of 

these eeouritiee. It is iapoeeible for bia to tell at 

~ie tiae bow IIUOh of t he transfer ~rom SWiss to J'recob 

francs represents speculation. Kr. Stuclti, loonoaiet of 

the Swiss Bank Corporation stated that to date no with­

drawal of J'renob capital bad been witnessed by hie be.nlt. 
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Pfenninger, of the Swiss Jational Banlt, wrote me a 

personal letter as early ae .April 39, eaying that Bach•nn 

was •interested in ltnowing whether, in the opinion of the 

.l'lllerican autbori ties, the monetary deYelopmente in rranoe 

conform with the tripartite declaration. • ~. B&obm•nn 

said yesterday, in discussing this matter in connection 

With deTelopmente subsequent t o .April 39, that it was 

apparent that rrance had definitely Tiolated ~e accord 

but that in the ciroumetancee be could see reasons for 

not taking action against rrance. leYertbelees, he ie 

doubtful as to whether the J're.ncb policy is wise and be 

wonders what tbeeventual relation between rra.nce and the 

tripartite Will be. 

Through some channel other than French official ob&D­

nela, OoTernor Janseen, of the Rational Banlt of Belg:iwa, 

bad learned that something was being planned in J'ra.no~ 

last week. Be i-ediately bad one of hie aseooiatu fiy 

to 

Regraded Uclassified



'o Londoll ~t wains where he kept 1D touch w1 th the 

BaDit of lllglaa4 4a1'1Jls the r .... inder of the week. !be 

OoTernor a44reaae4 a •.-oraadua to hie own Qoyeruen' 

upon the 1Dfonat1on which he reoehed fro• hh &altO-
yeatarday afternoon 

oiate. Be told •e that/at about the a&~~e hour Jaa .. e 

&D4 I were talkiD& J'oreip Kinhter 8paalt of Belpu. 

W sane to Paris to alta repreaent&Uona 'o Bcmnet. 

Be 1Dqu1re4 as to whether 1D the fUture he ccnUd tele­

phone •e on -uera of this lt1D4. I infor.ed llia tha' 

. . 65 

I ha4 not been free to offer any news last week on the 

offioial nesotiations but that he 111ight call •e whenever 

he wished. 

BULLI'f'l' 
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P.AlW'HIW!I OJ' SJ:OTIOI :roOR OJ TJ:LJ:G!Wl no. 730, Kay 9, 

1938 from Paris. 

According to Janseen, the pressure on the belga be­

came important Wednesday evening and continued through 

Saturday. Hie bank lost approximately three hundred 

mill ion gold belgae during these days. He thinks that so 

far the move ie epeoulative entirely. Belgian banks are 

cooperating, without an:r imposition of control, With the 

central institution in supervising capital movements . The 

banks' condition is good and so far they have not had to 

seek new oredit from the national bank. Although not un­

duly alarmed, Janssen realizes the above-mentioned move­

ment is important for such a small market as hie. lo 

foreoast will be possible until the first of the week's 

tendeno:r is seen. The observers of the B.I.S. were 

generally quite oonoerned over Belgian prospects, with 

devaluation of the French frano coming just when Belgium 
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is faoing a political orie!e, when Belgium is having diffi­

culty in maintaining its foreign trade in lines with 

which J'ranoe importantly oompetea, and when Belgium has an 

unsatiaf•otor:r budgetary si tuation.fi./ 

Governor lorman of the Bank of England, who had been 

familiar with all the details of the Anglo-J'renoh negotiations 

up until friday a fternoon, gave me hie frank opinion. Gover­

nor liorman said that 175 had been the maxiaum rate for 

England to grant J'ranoe &Dd that they did not thiq ~thing 

~ like 
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like this level o! 176 had been eoonoeioally warranted. 

1 They lied to ua•, the Governor said, b1 going to the level 

of 179. Governor lorman said that there wu no a;y ~o 

expla~n awe, the action of ~he Jrenoh exoep~ ~o realize 

that people oloee to the Jrenoh Governmen~ were speo\\latillg 

on the frano. 

Seot1on five. 

The view suggested in the third sentence of wtT telegram 

No. 706 of Kay 4, 6 p.m., that on Wednesday afternoon the 

rrenoh control waa actually pressing down the frano, wu 

expreeeed also by Governor lorman. Be told me that in the 

light of late developments, L&zarde are already auggeating 

a London credit to Jranoe whioh would provide a nioe 

commission to be added to profi~l made recently. 

According ~o lorman, the movement from sterling to 

franca had eo far been liquidation of speo\\lative poaition 

and not repatriation; he also said that Jranoe h&8 not ye~ 

put her house in auffioient order to induoe suoh funds to 

remain and that theae funds will again leave rranoe when 

the maximum improvement in the frano rate appears to be 

reaohsd, unless draat1o ate;o.a are quickly taken in the righ~ 

direction. •• aho\\ld begin now to oonaider nat aot1on 

we shall take:. when rranoe next approaohea ua for a further 

lowering of the frano, he aaid, being oonfident th&~ thia 

will 
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will happen. If we reJ?e&te4ly yield to the J'rnoh, lol'II&Jl 

· eqa our acreeiMnt will begin to look ri41oulou ,# &114 

th&t oonaideriD& lut week'• experience, further y1el41~~& 

cannot be YilT graoetul.ly done. I wu t old aoet oon!14en­

t1&lly th&t lo%11&11 ha4 4ra!ted the originAl Br1t111h note 

written on 'J'huedaJ to the J'renoh 1n which he u .. d euoh 

etrong tenae that the K1n1eter• re110Yed the sting froa 1t 

before eeD41ng it on. 

loraan aent1oned tbat he ha4 bought eoiM ()ana~Uan gold 

whloh ie being held 1n ottawa and he 11 &leo shipp ing 

gold there elnoe he does not want all of hie etook 1n 

ICurope or 1n one place. He told me th&t hie holdinga in 

France were being importantly reduced br the preeent moY ... 

ment into the franc . 

Section aU. 

Kr . Cobbold, who flew to Pari• for consultation with 

Jburnier laet Kond&y eYen1ng after the J'renoh bad preeented 

their origln&l appeal, aD4 who ie 1n oharge of foreign 

bu1ne18 of the !&DJt of England, wu bitter 1n denounolug 

French taotioe but exollllld the Bu.Jt of France on the 
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ground th&t Fournier wu really not let 1n on all the plae. 

Cobbold e&id tbat the Britlllh and .6aerioans, who ha4 

lnterp.reted the J'renoh plana 14nt1oally, were equally 

eurprield at denlopmente. He etroD&:Iy ooD4 .. 84 the 

148& of gb1ng French speculator• the &441t1on&l foc france 

profU 
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profit between 175 aD4 1?9 attar laet1ng th .. profit froa 

the rate alrea4f a1nk1ng to 176 when firat deoline attar 

Dll&dier came 1nto oftioa could have been oheoked eaaily. 
' Their latest taotioa, he •ar•, are now oreat1ng a bull 

position on the frano With tuturee at a premium and that 

the eame apeoulatora who went abort an4 then bought franca 

at 179 rill aell out 116&1n at the 110et proll1aiJig ateppius-
wban 1a raaohad 

out point - poaaibly/175/alnoa thia ie the 110at talked of 

point. Be l&118nted the faot that he waa a central and not 

a privata banker with the information whioh waa available 

these paat few dar•· 
Thia aubjeot wu &lao brought up by Direotor J·ineyer 

of the Bank of England who aaid that the rrenoh control 
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should have begun lowering ita 1n1t1&1 rate (which he expected 

to be 175) by h&lf a franc every three hours to b&atan re­

patriation and prevent the devalopaent of a new speculative 

poe1t1on. 

~ of Section seven. 
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PARAPHRUI or TELIGR.Uf RIOIIVED 

J'ROK; .Aaerioan lllbaaar, Paria 

JTO.; 730 ( BICTIC!f BIVIN) .. . 
DATI; Kar 9, 9 a.m., 1938 

~..-~ 
Koat o! the above views o! ( T) were repeated 

br ll%'. Olay, lCoonoaiat o! the Bank o! England. Olar aai4 

it appeared to be impossible !or rranoe to get out o! 

her present di!!ioulties until she gets a government that 

1a both intelligent and honest. Blua' a goTernaent was 

honest and the present one 1a intelligent but it doe s not 

appear that anr combination since Poincare has possessed 

the two Tirtuea. 

Eoonoaiat Jo..oobason made a good auamarr o! B I S 

Tina on rranoe o.a follows; ( 1) the rranoh GoTerllllent 

will haTe to collTinoa nerrona that the present plan is 

baing supported by all ita members and that they are not 

pulling and plotting 1n 41!!erent direotione--rranoa will 

be weakened by a weak goTerllllent, and a weakened rranoa 

will be a temptation to further marauding on the part of 

Germany; ( 2) the GoTerllllant 1111at g1Ta forceful attention 

to the rrench economic probl•, whioh ie aore Tital at 

this time than the budgetary or aonetarr problaaa, it 

aust upset the 40- hour weak and gat to wo~k; (3) it auat 

affeot1Talr 
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effectively etop any new labor troublee euoh ae thoee 

recurring in the ebipping induetry. 

Both of the Italian representatives and other 

observers felt that Italy, which is already facing the 

necessity of spending a great deal of foreign exchange 

.to buy wheat because of the preeent unfavorable orep, 

will euffer serio)lsly froiD the recent J'ranch mee.eurea 

increasing oompeti tion 1n touriat trade. 

There was a great deal of discussion of Hitler ' a 

reception 1n Rome and also of political problems 1n 

Europe , but little would be added to the Department'• 

information by a discussion of the various views 

expressed. 

BULL ITT 
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PAJUPIIRASI OT BIO'fitw J:IGHf OT fJ:LJ:QIUM 
10. 730, Mar 9, 1938, 9 a.a., fro• ~he 
.Aaerioan llabaesr, Paris. 

It p leased OoYBrDOl' Roo~h of SWeden ~ha~ he -s 

able ~o purohase in ~he Un1~ed Bta~ea ~en aillion 

dollar e gold. He 1a 1101r making ~ransfer of eoae gold 

tl'oa London. He has one shipmen~ of abou~ two and one­

half million dollars en rou~e ~o Ooteborg. fhh ahip­

aent will be transahipped to lew Tort: and will perhaps 

be followed br others. Z.entuallf he would like, while 

the European ou~looll: 18 so ~mcerta1n, to hold around 

75,000,000 dollars gold in lew Torll: . Some aembers of 

his board argue ~hat part of the foreign exchange 

ahou1d be kep~ in sterling, but he fayors h olding all 

of it i n dollars. 

OoYernor Rygg of Jlorwar had heard of the gold pur­

chase which Rooth -de 1n the United States and he 

1ntiaated that he might try to seoure such an aooomod,a.oo 

tion. He emphasized ~o me his need for iaportan~ deposit 

in Jlew York to pay for Jlorwegian imports and because of 

current opera~ ions connected wi ~h lorwegian bonds on the 

American aarket. 

Rooth's purchase -s also known to Bach••nn, who 

inquired of me whether we were preesing SWeden to beooae 

a aeaber of the Tripartite. I replied that we ha4 nner 

requeeted 

72 

Regraded Uclassified



73 
-~ 

:reque.ted aAJOilB i;o join. Booth had &U:ecl •• fo:r 1nfo:r.aUon 

oonoe:rntng the ag:re•ent eho:rtly after the three oount:rtes, 

tnoludtng Slr1herlud, had adhered to i;he aooord. I had 

given hta the 1nfo:rmatton and I understood he had pa .. ed 
to 

it on/the other Soand1naY1&n oant:ral banks. •othtng a o:re 

had dneloped., .which I understood wee par-t;ly to i;he 

umrtlltngneee of 81red.en to join unle88 s1a1l&:r aotton 

wee taken by all the other northern oountrtee, whtoh, 1n 

the oaee of Denaa:rk, wee 1apo881ble beoauee of uohenge 

oont:rol. 

BULLn''f 
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P.AJUPHRASE OJ' SIOTIOI JIBE OJ' TELEGRAM 10. 7301 

Kay 9, 1938, 9 a.a., troa the American lmbaeay, 
Paris. 

Baon..rm told me that aany of hie people were oriti­

oie.ing hie own gold polioy and were citing 81fediiD aa 

aohieTing euooeea on a meDaged ourrenoy basis. It was 

his opi.niou that if Sweden and any of the others of the 

Soendinayi.an group adhered to our agreement, it would 

make it easier for SWitzerland and other ooun~riee to . 
consolidate present policies under t he Tripartite. HI 

informed me that it was his intenti on to speak to Rooth 

about this matter. 

There ia to be one of the periodic group meetings 

of the governors of the Banke of Sweden, Norway, De~k 

and J'inland on Tuesday at Basel . 

I was informed by Scllaoht that within the next few 

days we could expect a decision on Austrian bond eenioe. 

He stated that the decision would depend principally 

upon the views of the Minister of l oonomice and the 

Minister of Finance. He said that his position as 

Minister did not g1Te hi.m any authority in the pr•iaea 

and that as head of the Reichebenlt it was onl.y poaeible 

for him to carry out instructions. 

Schacht ooDDented to me upon the auooeae of the 

most recent Reich loan. I remarked that I hoped the 

borrowing 
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bornwing aight decline. Be etated that the outlook 

wae 1n the other direction. Thie did not 1118Jte hie work 

any less d1ffioul t but he wae taking what a ction he 

could to counteraot the inflationary effects of such 

borrowing. 

I informed h im that it appeared that in America 

the bottom had been reached, and he inquired whether I 

aeant the 1 low level of reasoning• and suggested that 

1t we had taken him on a five-year contract when he 

had advanced such an idea to ae t wo or three years ago, 

both parties would have been better ott. (END &ESBAGE) 

BULL ITT 

, 
.. 
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'I.DEAAL RE,SI!:RVIE. BANK 

0,. NEW YORK 
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OATE • ., 8, llllo 
E CORRESPONDENCE 

CO~J'I OIIIIAL J1LII 

lt.t •• Juke_ 

SUBJECT• fiLIPBOII COIYIUAIXOI lUI 
BAll or •ouao. 

I aallecl •r. Bol\011 at llall •·•• tb.tnl• ..,. • .ot quUe 

• • tb.,. ba4 b .. of late, '*' Cal1pel waa nUl afttlDC 

talr •-t of atorllD&o I allrecl 'llboUlar be wolll.4 •aowro a 111111 

to the total ao far ,.1ne4 bT tha J'rarulb llftd Bol'-oa wnenaf 

t he bela• ••• 1n aerloua 41ft1CN1Uoa, the Jalal•• 

on u •••~ac• ta,ooo,ooo wonh of aold • ca:r aad the rete on ,_wroa 

tr•aracSoual7. 8pMQ].aton were hanq 41ft1CIU1Uea lD aolq 

tt.ra ••• DO qaeaUDO '*t that \he ... alllnlon of \be rrarae 

••• bound \o hne 1 41a1D\ .. ratmg ofton on tb.ta •• on oUlar 

lourr•lllCI1aa. BalclWI we a ln • part1GUlerl7 uDhlppf 11 tuatlon baOI'I&II 

\o tblla "" 41f!1olll.Uaa U ha4 to doal with a Cab1nn 

ud t he pou1bUU:r ••• that t here atab\ be no Go'ramaarat to-

the d•Md tor aol4 oonttno41 loltoo aald. todq t he Brut• 

aold !:81 0001 000 ot aold with aaon wor:rbodf teldq 1t1 1nolud1Df 

tlbo ae•ecS \o be eoa•ort1na narUna balaaoaa into 1014. 'lbo 

,._o4 to be the rraracb eo ••r:r m4antl7 ware not d111boaM-

1nc y et and •e"Z7 Uttla rraooh 110ne:r ao f ar ba4 aona 'baca. tbta Jaa 

tbouabt wu borne out by reports aa4o by the l.oltdoa oloanaa blftka 1a 

eonnMtton •Hh the fll'lt 1\oelC bobMII .. ttl•tnt <U:r aiaH rraraH 

d"aluad (1nc14aratall71 \b.ta bod beara • 41ft1olll.t ud aoaioua dq tor 

t h• but U bad paalod Wltho~&\ M7 t.-ble)J aooordlq \o \ ho .. 

repona the tloa\lDI balaaooa of ~11 rrenlb ba.lra bad lOft• dowa 1a 

I.ondoD bat Unle -• bad 'boara len 'r the olOII'lac banka \o tbo 

--.11 rn.eh o••a. IOIIa of tale rr.e .-14 1a l.oadoo1 of Whltb be 
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,.EDIERAL AESIEftVIE BANK 

OIF NllW YORK 

DATE • ., IJ, llf.eo 

7.' 

•· laoli:~e:!!,_ ____ _ 

suam:n fiLRBQII couvanro1 ma 

BAll or aowo. 
• I • 

tbaaCb' 'hero •n bo ..._, &10100010001 bad eo fer beta eold. rw. 

tb.h bo ooaoluded that h'taellata were DO' aa J'ft repa,l'lat1Dio 'lbl' 

bad heppeaed eo fer waat ftratl.71 b11r aooouata ia Prenoa bad b­

oloaed, aOOODdl.7, -erolal boueoa 'ld\h brmoboa in rrenoo "" 

r~l•llb.lnl \ hair mao balea11a to take oara of their ODrrea' bQil­

aaaa aad th11'41J'1 a larso bQll poa1Uoa wae balaa bQ!U up 1D Pnaeao 

Wu hi lltlatled wUb tha WaJ' tblDII Wll"l 10lDI1 I liked lloltoa1 ud 

ba r~Ued tbet ba hid nnor beta 11Uefted With mat ba eoaa14en4 

uadt,...Yelua\loa of tbo tnne, tbo nret •11aaa ot 1t11ob ,._14 to 111 

brlllhat bu' wblob ••• alrea~ 1M41DI to dlllat'II'IUOD of other 

cu.rl"«!eloa, • taor••• ln 0111'1"«117 ap ... latloa tad • iDOI'IIIO 1D 

cold boaJ'dllllo 'fbi la\ter two ba tb.Oillb\ WP'I \be I'll- for tbl 

weekea1na of atar11Dio 

I lDQQired u \ o tbo dplftetall ot tbh .omlqte report 

\be\ tha beD Oil forward 41111Dia in, u4 oa loua lfdnat aold hid 

b- llft14o Bo'b OIIIUI'I11 be l'lplled1 b.ld Ol'li1Da1J.7 beta tak ta iD 

l t M u4 1981 801'1 or llaa upoa tho 1adneaeo of 'ba thea nt.U.. 

aold bloe, to prrnnt •peeulatlon qdnn \be aold bloo earreatll oao 

11aeo tho frlpenlto Oeolentloa bed -• 1ato dineaee \ban bad 

r..U, b- DO roa- \ o aaia,o1a \boll •barsooe wbltll ba4 till• 

iD'o 4lauao. 'llll'll .oa\ba 110 \h., bed ..... ._. tho oao oa dllllala 

in co14 oolaJ tho proaea\ 1\op ,.."14 \ho lin of \hoao •b•rsooa 

wblob bad an.r ell boen 1 doed 1•\er tor \ba 11• 11 -\b .. 
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l4ay 9, 19~8 

nur1ng lunch today with the Pr esident today , I told 
t he President in greatest detail the whole business about 
t he French t hing and his advice to me was not to answer 
Kennedy' s letter after he read it . 

(r.tter ia..-Book 120, pap• 362-363) 
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REB PLAIN -London 

DatEd May 9 , 1938 

Rco •d 2 :25p. m. 

SecrEtary of State , 

'Yashine-ton . 

3e9, r~ay 9 , 7 p . m. 

FOR TREP.S0'1iY FROU 3UTTElr~OnTB . 

Tht control ~Eld thE frRnc steadily at 177. 80 . ThE 

dE!!'And for francs startEd slowly but gainEd momEntum 

throughout thE day and thE marl<Et estimatEs that thE 

FrEnch control acquir ed in thE neighborhood of 12 million 

pounds . InquiriEs of London banks having large French 

dEposits indica tE t ha t t hus f ar th£ movemEnt into th£ 
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franc has been li'Binly due to b ear covEring. · Such bal•ncEs 

a s havE thus far b ttn repat riated art of the mort volatilE 

typE btlont iD( t o i ndividuals or f1~s that arE cxchangt­

n indtd . As ytt thErE art no pos i t ivE i ndications of 

repatriation of industrial bal a ncES or privatE funds 

for pErmanEnt Employment 3n Fr ancE . HowevEr i nquiriEs 

rtgardin3 ti~ dEposito art being rEceived . 

ThE prEssurE on th~ bElGa has continued and thE 

future r a tes huvt moved out to a discount of 1 . 25 for 
month 
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REB 

2- #399 , From London, ~ay 9 , 7p. m. 

month and l o65 for three months but the market is eo 

thin as to b e almost theoretical . Equally pert inent has 

bEEn the extraordinary demand for gold emanat i ng from 

Amsterdam but mainly for Belgian account . Nearl y onE 

million pounds was done at~1ng~~d .PErhaps as much .. -
as t wo million after fixing . L1ktw1st gold coin has been 

mort i n demand. 

KENNEDY 

HPD 
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REB 

SEcrEtary of StatE , 

Washington. 

233, May 9 , 7 p , m, 

GRAY 

BErlin 

DatEd May 9, 193~ 

REc 'd 3 :15p . m. 

According to financial opinion canvassEd hErE tht 

dEprEciation of thE franc will havE no EffEct on GErman 

monEtary policy. At thE Rtichsbank it was dEniEd that 

any spEcial mEasurEs would bE taken in view of thE fall 

of thE franc but it was admittEd that thE occurrEnCE 

had causEd considErablE loss to thE REichsoank for it 

81 

has bEEn assuming the txchanzE risks for GErman Exporters 

to FrancE . 

. ":ILSON 

CSB 
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StcrEtary of Stat£, 

Wash1.ngton. 

737, May 9 , 6 p.m. 

FROM COCHRAN 

GRAY 

Paris 

Datt d May 9, 1936 

REc ' d 3 r25 p .m. 

82 

Frrnch control has htld stErling ratt at 177. 60 

throughout thE day. ApparEntly fa'.l: amount of stErling 

rEcEiVEd this forEnoon; thErE was ~ctivt intakE on official 

markEt upon rEport of JEttlcn~t of tiarrt sh1.pping strikE 

bting nEgotiatEd; practically no businE~s donE sine£ 

4 o ' clock. Two Paris -AmErican banks rtpOrt thErE has L.C'lO 

btrn somE rtpatriat1on by ol1mts who arE not sptoulator11. 

Rmtts up. 

Spaak, BElgian MinistEr of ForEign Affai rs, and 

DEsmEt~ Belgian MinistEr for National Economy, confErrEd 

hErE yEstEr day aftErnoon with BonnEt and MarchandEau, 

according to thE prEss , on possiblE rEpErcussions of 

FrEnch franc dEprEciation upon Franco- BElgian commErcial 

rdations. 

BULLITT 

HPD 
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PJ.IW'IIU.II or tm-·• Ill! 
!0& Allcloaa -..aNy, LoDdoa, llDilaDd 

Dl!:l: ...,. 10, 1918, u •.•. 
•o., 3015 

Beoreh17 Korcea'llau alllta tha' Butterwortll be 

autllorhe4 to leaTe tOD1pt for Br~aell for ooe.nUe­

t1ea 1a acoordaaoe w1 th 'llh 1101'D1ai'• OODTer•'1• 

onr the te1eplloDe, !lte Depar'••t approTel of th11 

1f U h asre•b1e 'o the .lllbaa.Ur. Zltp•aea w1U 

be pa14 br 'hi !reanrr Depar'••'· 

BULL 

(BJ') 
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'fOI AM:r1oaa labUay, Par1a 

DAHl J1a.T 10, 11 a.a. 

Jo.: 369 
, 

In aooord&Doe w1tb tht telephone oonve:raat1on th1a 

morn1ng, Seoreta:rr Ko:rgenth&u :requtata that Ooohna be 

autllor1sed to lean !or llelg1ua ton1ght. The Dep&rtMat 

approve• , 1! th1a 1a agreeable to the !abuaador. Expena .. 

w111 be pa1d by the !reaauzr. 

Hull 

' 
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REB 

Secretary of S~atc , 

Washington. 

391, ~ay 10, 6 p . m. 

GRAY 

London 

Dated May 10, 1938 

Rcc ' d 2:28 p . m. 

POR TREASURY FROM BUTTE~YORTH. 

There was somrth1ng of n two-way market in francs 

today in that during t h E morn1ne when thE FrEnch control 

hEld the franc at 177 .80 lit tlE businEss transpired, but 

in the "af ternoon a t 177 . 75 the dEmand for francs was 

considErablE . But on thE day the FrEnch fund had again 

gained substantial quantities of foreign exchange . 

The. bank rate in Belgium was incrEasEd from 2 to 4% 

and t he pres sure on thE bElga has lEssened. The future 

ratEs havE moved in, thE one month ' s going from 1 . 30 to 

. 90 . 

wwc 
CSB 

KENNEDY 
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AVEMBASSY 

BRUSSELS (BiLGIUl4) 

~ ·· .; 26. 

GRAY 

Kay 10 , 1938 

3 p.m. 

Please inf orm Ooohran on hi f! arr1Yal f r om Paris 

that after further consideration it has been decided not 

to ask Butterworth to join him. 

EA:HF:J:B 

HULL 

(HF) 

8G 
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Stat ement of Soerotary Worgen t hau to t ho 
Sonetc 71nonco Committ oo , WQY 10, 1938. 

The .Act of ?obr ua17 4 , 1935, amncUng t he Second Libort;r :Bond Ac t , ne . . 
acondod , llni t ed tho cmr.unt of bonds to bo ou t etMding n t tillY one tioo under 

t ho P;I'Oviaione of that Act, to nn ll(lgregnt o o f $25,000 ,000 ,000 Md tho nmount 

of Treneuey notes, eor t1f1cntoa of i ndnbt odnoao and Troonuey billa to bo out-

ot nnding ot any ono timo t o an aggr ognt o of $zo .ooo.ooo,ooo. 

The followi ng otntocont shows t ile acount of public d obt obligntiona 1,... 

euod under t bo Second Libor ty :Bo"' .Act. aa e.::~ondod , l'Dd ou tat Mdi ng aa of April 

30 , 1936, and tho 1\ddi tionL'l o.oounts which tho Socrt~toey of t ho Tro.naury c&:f 

iaauo under tha !lllt hor ity o f tmt Act : 

Bonde: 

8? 

To t ol Mount t hat ooy bo cutat cnding a t eny 
one t i oo • . . . . . . . . . . . . • • $zs.ooo.ooo.ooo 

Out at endi"& n• of Apr il 30, 1936: 
Tr~ bonds •• . 
11. S . SP.vinga Bonde 

(oaturi ty voluo) • • • . . 
Vot orane Adjus t ed Service bonds 

$00. 927. zsz. Z50 

( n) 1 , 546,000 ,000 
oza. 713, 006 

Total ndd1 t 1onft1 noount of bon~ a 
whi ch on.r bo i aeuod under p r oaont 
lioi t r.tion • . . . . . . . . . . . 

Jro t u , cer tif icates o f indobt oc!neas and TroaiiUl'l billa: 

To t ol nr.ount tlmt ::.n:t bo outst anding a t M:/1 
one tioe . . . . . . . . . . . 

Outatandi ng A& of April 30, 1936 : 
Tronaury notoa • . . • . . . ·. 
Oor tificat oa o f i nc\obtodnoaa 
Tronauey billa • • • • . • • • 

Totol odd.i tionol llllOunt which O IQ" 

$11 , 309 , 276,050 
767,465, 000 

1,753, 268 , 000 

bo i a aued undor p r o aont 1io1tot ion • • .• . • • 

23 , 301,966,056 

$ 1 , 698,033,944 

$20. 000.000.000 

13, 830,009 ,050 

. . • 6 , 169,990, 950 ' 
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Rec&pi tuln,tlon: 

Total public debt obligati on• which may be 
iooued under nuthor ity of t~e.s,con~ . . 
Uberty llolld Act , ao amended , and be out-
otanding at tt:rtY one time . • . . . • . . . •.• • , • • $45 , 000 ,000, 000 

Total outatnnding public debt obligationo 
ao of April 30, 1~3~ • . w~i9h . w~re ~oou~d . 
under author ity of the Second Liberty Bond 
Act , aG amended • . • • • • . • • • • . . • • • • • 37. 131. 975 . 106 

Total amount ..nich ~ be i coued under 
preoent limitation •••••••••• .••••• • • • •• $ ? , 868,024, 894 

(a) Current redemption value $1 ,180, ?36,166. 

Tho tot.U combined amountc that ~ be tuned under the t wo limitetiono 

arc , I boliovo, suff icient for tho procont but tho divioion as bot~oen hondo and 

notoo , certifico.teo of indobtedncoo ond Trcanury billa :mould be adjuotod in 

order to give the Tree.sury more l~>titudo no to the kind of aocuriti oo it can 

ioouo. In the montho of J~~c , Sentcmber, nnd December, 1938, the Troaoury hao 

maturitioa of TrcacUT'J notes &.fZTOr,&tlng more than $1, 600, 000,000 fnce nmount 

and i t will probably be ncceo~ during thio period to rnioe additional cAoh 

between $500, 000, 000 and $1,000, 000, 000, makin~ the tot~ financing during tho 

next oight monthc ' peri od, excl·:aive of Trc.•trory bill operAtiono, of more than 

$2,600,000,000. It ~ ~e highly deoiroblo , from the otanopoint of tho public 

debt progri!Jll and the Govorn'llent cecurity IMrl<ot , for the Treasury to moot the 

l!ll\turin8 notec and to raise whAtever Addit ionAl c~sh i c neceosery, or A ~or 

portion thoroof, through the i oounnoe of addi tional Trenaury bonds , rather thnn 

through the ioounnce of Trenoury notoc . After r eoorving $248, 000,000 to rnoet 

tho eotimnted addition~~ iccueo of u. s. Spvingo bonds during thio poriod, only 

$1, 450,000, 000 would be available for turthor bond is~ueo undor tho preoent limi-

tation. Thio oigjlt not be oufficient to moot the Tret>.sury r equirome!'t" 

neotion wi th the maturing notero r,&tP"OO\ting mo=e thAn $1,600, 000, 000. 
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I abould lilro to ccpbaaiso that wo aro not ooking tor an increaao in tba 

totol 11a1 tntion on the oggrecato ot tho public dobt obligation• which cq be 

outahnding at ~ ono tine undor author1t7 ot the Soeond Libert7 Bond Aot. , o.a 

ecen4e4, but wo oro allking onl7 tor a eoneolidation ot the p reeeot lioitation• 

on tho two claesoa of ooc:nritiea contionod in thilt Aot 19 aa to giTo tba 

'l'reaturT greater flexib1lit7 in ita tilliUICill6 oporot1ona. 

- oOo-
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TELEGRAM SENT 

JR GRAY 

May 10, 1938 

3 p.m. 

AMEr;BASSY 

LONOON (ENGLAND) 

207 . 

In accordancE n1th further discussion which thE 

DepartmEnt und<:rst:mdn has t nkm pl~cE bEtwEm ButtErv1orth 

and thE SEcrrt~ry of thE Treasury, it is now undErstood 

that h£ should not (rEpEat not) go to BrussEls . 

EA:HF : EB 

HULL 
(HF) 
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pAJW>J!RASI OF TELJ:GR.U! REOJ:IVED 

FRO¥' J.merioan Embassy , P&rie, France 

DATE: llay 10 , 1938, 4 p .m. 

NO,: 743 

FROM COOBRAlf . 

When the banks opened this morning the control fixed 

the franc at 177 . 80 . At the Bourse it ~oved to .78 and 

9:.. 

at half- past two this afternoon to .76. During the morninp; 

there wee practically no sterling tnke~r~ly ~o the .. 
unfavorable repercuss1.ons from a speech by labor leader 

Jouhaux; it 't:'as pertly due to Ulloertainty as to final 

set tlement of Havre shipping strike. During the Bourse 

r~urs the control seemed to be receiving a fair amount of 

sterling. The Guaranty Trust by 2:30p. m. had bought 

1,700,000 e.t 35 . 695 for the control. Therefore there 

had been a oo~inue.tion today of yesterday's tendency of 

a lessening mOTement into the French currency. I do 

not have the official figure of the emoUDt of capital which 

bas come back to France since the change in policy l~et 

Wednesday night, but my private banking f riends estimate 

the amount at aroUDd 12 billion france . 

Because the r epatr iation of capital has slackened so 

POon, and there hae as yet been no s ignificant return of 

genuine refugee funds, it iR quite doubtful in my mind 

the.t the franc will be brought back to 175 . The nB1t's that 

the second series of decree lawe considered today at a 
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meeting of minister s w111 not like~ appear before ne.xt 

week 113s caused d.1 eappointment , In the opinion of m:r 

l:lenking frienda, this series and above al.l the national.. do--

' tense loan, should have been brought out on Kay 9 , Konday, 

in order to get full benefit of the franc devaluat ion. 

Yesterday and tnis morning the National Bank of Belgium 

gave gold and foreign exchange in impor tant a~~~ounts, but 

th.is after noon there was the impression on the Pario 

market that there was a ~ore hopeful outlook for the belga 

both from BelgiUII! and France, Today there was an increase 

in the National Bank of Belgium rate from two to four percent , 

Important sales of gold s overeigns !lave been made by the 

Bank of England, and through an American branch bank they 

he.ve been bought by Belgian boarders. 

Tbis BTening at 6: 10 I will proceed to Brussels, 

addresc , the Hotel Astoria. 

I bad a t elephone convernnt1on just now with Governor 

Janssen of the National Bank of Belgium. He is meeting me 

a t the train tonight and is arranging to have the Belgian 

l.:inister of f inance, Butterworth and me to lUIIOh with hill 

privatel y at one p . m. tomorrow. I t is agreed that this 

visit is to have no publicity. 

END )l.tSSAGE, 

BULLITT . 

EA: unr 
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a. Merle 
Cochran: 

Jil&J'r: 

C: 

BJIJ'r: 

C: 

BJIJ'r: 

C: 

B.MJr: 

C: 

BliJ'r: 

C: 

IIJIJ'r: 

C: 

Bl&Jr: 

C: 

BJIJ'r: 

C: 

BJIJ'r: 

C: 

RlLTr: 

Bello. 

Bello. 

ruesdq 
... ,. 10, 1938 
9:10 .. 

Bello, Mr. Secretary. 

Cochran ••• 

Yes, sir. 

Good 110rnmc. 

Yes, sir. 

Cochran, I'd like you to co over to Belg1ua ton1&ht. 

You want 1118 to go to Belgiua ton~ht? 

Yes. 

All right, sir. 

r want you to do it tor this reason. In the first 
place I want you to explam what I went throuch 
last week with the French. 

You want 111e t o explam? 

Yes . r •an how I did everythmg possible to get 
them to st57 within the Tri-partite treaty. See? 

Yes, sir • 

.And I aean that I did everything hnwnly possible 
end I also didn't !eel that I could reveal to thea 
what the French were doing because it was French business . 

I gave qui te a bit of that to Johnson. when he wsa 
down at Basel. 

Yes, but he•s not Secretary or the Treasury. 

That's what I was go inc to add; there was o! course 
no one there !rom the Treasury. 

•o. Well r want you to see the llinister o! Finance ot Belg1ua. 
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HJIJ'r: 

C: 

BJIJr: 

C: 

BIIJr: 

C: 

BliJr: 

C: 

HIIJr: 

C: 

BliJr: 

C: 

HMJ'r: 

C: 

HMJ'r: 

C: 

HM.Tr: 

C: 

- 2 -

Yes, sir. 

And, the point beinc this, that when you see hia -
I ~~ean 1n a very diploMt io w~q you can tell hill 
that 1! they are going to have any troubles or 
make any moves I would appreciate being consulted. 

Yes, sir. All right, sir . 

See? 

. Yes. 

Now I'• also phoning Butterworth and I'• goine to 
te11 him to meet you over there, - for two reasons! 
I want to have hill get the inroraati.on - what they re 
doing - so he can work with our British friends. · 

I see. 

And then at the same ti11e I want you and he to coa­
pare notes- what happened last week • • •• 

Yes, sir . 

•••• to lllllke su.re that 1n moving as f ast as we did 
that both or you knew just what happened. 

Yes. 

Because the more I think it over the aDre I'• shocked 
at the w~q the French behaved. 

You got ~ telegraa from - about ., visit at Basel 
now, haven ' t you? 

Yes, I did. 

Yes. Yes. 

And I saw what Montagu llorman said too. 

I ' m asking Butterworth to go over there tonight as 
we11. 

Yes. 

S4 

.And I want you both to ca11 on the Jl.1n1stey or Finance 
and I want you to spend the dq excbangine note• and 
akinc sure that both of you know exactl7 what happened 
last week. You see? 

So 
R4ht . jyou want us both to co 1n together to see the 
Jl.inister then? . 
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BJIJrs 

C: 

IUI.Trs 

C: 

fUIJr: 

C: 

BJIJr: 

C: 

BUJ'r : 

C: 

HJIJr: 

C: 

HJIJr: 

C: 

BUJr: 

C: 

IUI.Tr: 

C: 

BJIJr: 

C: 

BJIJ'r: 

- .3 -

Yes. You lllight as well. 

All right, sir . 

Because I am going to tell Butterworth after he 
gets back to talk it over with Sir Frederick 
Philli ps and just what should we do 1n case the 
Belgians should make a 1110ve. You see? 

Yes. Yes . 

Because afte~ all 1! they' re forced over the 
precipice it 1 s entirely do to the French. 

Yes, sir . 

And I - well, you've got the idea. 

Oh, yes yes. Absolutely. 

And I ' ll have the State Depa.rtment send you orders 
but you go on ~ word. 

All right . F1ne. 

Will you? 

Yes, sir. 

And - 1s the Aabassador back? 

Is what? 

Is Bull itt back? 

Be came back just about the hour I went to Basel. 

Oh, I see . 

See, the night that 
Minister of Finance 
I got out there and 
night. 

Oh. 

we had that talk with the 
- it was n1ne o'clock when 

tlien I went on to Basel that 

And he got 1n town just about the hour I l eft. 

I see. 
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BliJr: 
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HMJ'r I 

C: 

HIIJ'r: 

C: 

BlLTr: 

C: 

IDIJr: 
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HMJ'r: 

C: 

BliJr: 

C: 

HliJr: 

C: 

HIIJ'r: 

C: 
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And as I was 10:lnc to the train I stopped by the 
~assy here and lett a telegram s~iZinl that 
BIS report •••• 

Yes. 

I see he cut out a lot or it Saturday mornin1 but 
I 1uess you got enou&h. 

Yea. Incidentally I have had ample time to tell 
the President what I've done last week ••• 

You did get a cood chance too, yes? 

And he approved a hundred percent and didn't feel 
that I was too strcmc and uybe I wam 1 t atron1 
enouch. 

Well, I'm glad o f that because •••• 

I know. 

•• • the thing has come up here since this gentlell&ll 
returned. 

I know. 

••• particu lar ly told M, 11Well, to hell with it. • 

Well, I tboucht - I didn't know about the gantle.-n 
you are talking about but I thought you would Uke 
to know that the President tboulht that I was nry 
moderate~ 

Yes. Fine. 

.!Arz IIOderate. 

Both of those .an who• I've quoted, you know ••• 

Yes. 

1ac:lud1D.J the one you just liiOiltioJI.ed •••• 

Yes . 

Well, I was rather reserved - I didn't say mch 
but we rather rough. And thm I 
said, 111iell, I was rather roup to thea. • And 
they said, •Well, you couldn't have 1one too far. • 
!hey said, 11'1'here•a no us e be:l.nl diplo•tic 1n 
a thing like that. • 
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C: 
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Who said t hat? 

Those people acr oss the water . 

Oh yes. 

And the one II8J1 who said that he had written a 
stronser note that was sent you see . 

I know. Well , just as a .atter o~ interest I 
am showins the President what Montaaue Norman 
said. 

I - he said exactly those words, 

Yee• WJll, as ~ar - and ~urther.,re, llr. Bull 
told tHI · resi dent he was ent1rel7 satis~ied . 

Well, we apprec iate ver.y .uch t hat .assase whi ch 
you sent . I mean • ••• 

Good • 

•• • i t makes us feel a l i ttle surer here. 

Good . Well I say llr . Bull is entirely happy. 

Yes. Yes . Good • . 
Well, I thought - I t.acined wbat was happeninc 
and I • • • • 

Yes. 

97 

Well, I haven' t been here for ~ive years for nothinc. 

All ri&ht . I didn ' t set that - I aa sorry. 

I 1ve not been here ~or five years ~or nothins. 

Io. I should say not. 

And when you ~ellows so in the ~ront l ine the ~act 1s 
I'• risht behind you. 

Yes, s ir . Qui t e rtght . 

o. lt. 
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But let me just tell you one or two little things 
1f' I ma.y • 

Go ahead . 

The rate over here is one seven seven eighty this 
.ornJng. 

Yeah. 

They brought it do11n to one seven seven seventy­
eight when the bourse opened • ••• 

Good. 

Then to one seven seven seventy-five at two-thirty. 

Yes. 

But t his morning they didn't get Jn very 11111ch; 
they ' d only ,;otten - well, the Guaranty is buying 
dollars - they 'd gotten one million seven huadred 
thousand at two-thirty thi s afternoon. 

Yes. 

So the thJng has slowed up quite a bit yesterday 
evening and today. 

Well, we lost thirty-five m:ll.11on dollars here last 
week. 

Thirty-five million? 

Yes . - Gold. 

Yea, 

That's what we lost. 

The estimtes here ••• • 

Too fast. 

sa 

• •• ere considerable Bank of Foreign Exchange 
but I think it's a.rouad twelve bUlion 

frencs , 

Twelve billion? 
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Twelve billion. 

Well we lost tor France thirty-five million in 
cold. 

Yes, sir. 

But we're not showing it. 

Jfo. 

We're not going to show it. 

And the Belga illlproved just a little bit a while 
ago. 

Yeah. Well, when you go over there I'll tell 
Butterworth that you'll meet him at the bbassy 
in Belgiua • 

.lll right. 

And you give them ~ best regards and tell them 
I'll do everything I can to help. 

Yes. Al.l right. 

But please to keep me 1Dtormed. 

I beg pardon? 

Tell them please to keep me informed. 

All right. 

99 

But 11m send ing you there on a mi ssion ot cooperation. 

But there • s just one little point in 1111' mind about 
this • •• 

Yes. 

I mean, I don't want to be selfish but do you th1nk 
we should both see him and take al.ong someone trom 
the Ellbassy, I mean, that's the only quest ion I•a 
uncertain about . You see, they have a new Finance 
ll.inister s :lnee I was there. 

Well, I mean, who would you leave beh:lnd? 
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I mean~ personal feel ing • ••• 

Yes. 

••• would be to get Johnson, the Governor of the 
Bank, with whom I ' m very friendly, to take me 
up there. 

Yes. 

The only thing I'm little afraid - talking with 
too lllllllY of them. But whatever you saT natura117 
I do. But when I've been going up there in the 
past and working that way 
especiallT since I've told Johnson the sto17 two 
days ago . 

Well, the onlT thing i s t his . Butterworth can 
g i ve them the English side as well. 

I see. 

Let's try it out, llli)'Way. 

All right. 

You take Butterworth along. 

Fine. I mean there ' s no feeling •••••• 

Oh no, I know. lfo. But here they- ' re getting a 
representative of the United States 'rreasury from 
London and from Paris coming and offering them 
cooperation. 

All right . 

That ought to buck them up a little bit. 

Fine. Fine . 

All right. 

We • 11 explain that we want them to give us a word 
if they- 're going to do anyth :lng at all. 

O. K. 

Fine. 
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Thank you. 

All right . 1 111 go up tonight . 

Thank you. 

Thank you. 

Goodbye. 
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GROUP IIEETING 
llay 10, 19)8. 
9 : 1~ a . m. 

Present: 

B.i.!.Jr: 

IteR: 

B.M.Jr: 

MeR: 

li.lt.Jr: 

IteR : 

li . M.Jr: 

MeR: 

li.M.Jr: 

!AcR: 

H. !l. Jr: 

MeR: 

H.loi . Jr: 

Mr . Magill 
llr. Taylor 
Mr. Oliphant 
!dr . Bell 
Wr . Gaston 
Mr. Gibbons 
Mr. McReynolds 
Mr. Haas 
ilr • .Vhi te 
llr • Upham 
Mr . Lochhead 
lolr. Graves 
lliss Cbauncey 

No .v, !lac, listen, am I to call the SenatOt!s 6 1 ds .. J 

Well , I didn' t know what Banes had done. You see, he 
had been recently confirmed. They said he 1 d be beck 
tn1s morning a t 10 o'clock . I was going to call him 
a nd a sk him whether he preferr ed to c heck with the 
Senators. 

No . 

Don't want to do tha t? 

No. 

Well, Steve can do it. 

'Nell, wnat they going to do over at the Wb.1te House? 

Well, tbey always ask tbat we do 1t before they get 1t 
over tb.ere . Want to ask whetber they want to do it? 

Yes . 

All r1gbt. 

Cell tbem on tbe phone . 

I ' ll call the White Bouse . 

Call the White House a nd ask whether tbey want to do 
it or whether we should do it. I f we should do it, 
Gibbons will do it . 
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B.M.Jr : 

Gibbons: 

llcR: 

U.1.!.Jr: 

Upham: 

U.lt.Jr: 

Upham : 

B.M.Jr: 

Upham: 

Magill: 

H. lai .Jr: 

-2-

What is it? 

New Assistant Secretary of the Treasury - Banes. 

Have you (llcR) talked to the Senators? 
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No. I •m going to ask the 
want to do it themselves . 
to you. 

White Rouse whether they 
If not, I'll turn i t over 

Pretty good . Well, anyway, find out, llac . I'd like 
it to go up at noon today. 

(To Upham) What's the matter? 

Not a thing . 

No Hkee? 

Oh yes , fine . 

Just got a bad arm. 

Yes. 

That ' s his rheumatism. 

' 

Let me just talk t o you people a minute and explain 
wny I 1 ve seen so little of you and what I 1m trying to 
do . I again feel as though I have - how shall I say -
am doing s omething worth while for the first time in 
a month. And yesterday - of course what I '• a,ying 1s 
absolutely triple confidential in the room - I had 
five mi.nutes with the President before be saw the 
leaders, and I told him I wanted him to talk to them. 
"Well," he s ai d, "talk fast," and I talked as ..t'ait 
as I ever talked in my life, and I told him that I 
considered that this program of his was still a com­
plete flop and a f ailure. 

He said, "What have you got in mi nd?" 

I said, "Well, what I •ve got in mind is, I want you 
t o pool all of this money and give it to one agency 
for spending purposes and for relief purposes, and 
completely cut out public works - heayy industry - and 
make it elastic so you can spend a s much as you want 
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- completely at the now and less when you want to 
discretion of the President. 
t o work.• 

And let ' s put everybody 

Well , he liked it sufficiently to - when he saw a t 
11 o ' clock - who was there, Dan? 

Taylor, Woodrum, Rayburn a nd -myself. 

Well , accor ding to Bell, he told 
"Morgenthau has got a new idea .• 
liked it, didn ' t he? 

them - he said, 
Ani! he said he 

Said it had merit and sbould r eceive consideration. 

And expla ined i t. And t hen at one o 'clock, at lunch, 
I bed a chance to go over it with him again, and I 
asked him if I'd tie my hand - felt I hsd to talk. 
And t he r esult of which - he said, "Ther e ' s no use 
doing anything in the House. It 1 s too late." He 
said he didn 1 t want to throw me to the wolves, but 
I could go up and talk to JillllDY Byrnes . \'/ell , we 
went up there, Dan and I , at half past three. 

(On phone) Hello . (Has conversation with Butterworth) 

I want to t ell about yesterday, because I'm quite 
excited about it. We had from .3: .30 up there until 
about half past five. And after ~e had gone in, Jimmy 
Dyrnes naturally was floored a t the i dea that - this 
complete r eversal on t he pert of the Presi dent, I 
mean, and he kept pressing me, •Well, what you going 
to do with these people?" 

I said, "Well, the thing to do with them - the money -
is to give everybody who's on the relief rolls a job . 
Everybody - everybody who 1 s on the relief r olls a job ." 

Well, he piped right up and then began to t ell South 
Carolina stories about his factories and the textile 
people and all the troubles, and how the public works 
thing never would get around to it . 

Then Hopkins came up and Hopkins wouldn't open his 
mouth for about ten minutes. Completely floored . 
Hopkins said, "Well, this i s taking the t hing right 
up from the gutter way up there. • 
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Anybody t here besides Byrnes? 

Bell . And he liked it - Byrnes . Bell and I are 
goi ng there ten o ' clock this morning. 

And t he interesting t hing about Hopkins - he ht~s 

his five people, his five principal supervisors, 
and they've just been giving hi.m unshirted hell, 
f i rst, f or his radio speech; second, tha t be 's been 
goi ng along with this program, and they pr actically 
told him he 's letting t he unemployed do.vn. Is that 
right? 

Yes , sir. 

And he says - oh, this thing at Cleveland is en 
example; just like dipping with a teaspoon out of 
the ocean, just not getting anywhere - he said by 
10 :30 last night he'd have something on the 
President's desk telling him wha t the conditions 
a r e . Then he and I came back here and I told him 
a piece of my mind and I asked him, where wa s the 
Harry Hopkins I used to know in New York State? 
"'o for t he firs t time in a mon'tb I f eel again like 
denry Morgentbau, J unior . And I think if t hey do 
this t hing and give everybody on t he relief r olls 
a job - in the first place, the figures t hat Barry 
gave us - dollar figures on this thing - it won't 
cost as much as t hey 1re pr oposing to spend . I mean 
the money that he a sked for was not up t o wha t we 
had on the pad, and he was amazed when he got the 
fig ures. He ' s got 600, 000 certified unemploy ed now 
that oe •s not takinc cere of, and the figur es we gave 
him - he coul d take car e of a nother mi lli on Et least, 
couldn't he? 

Well , of course, his figure of a billion eight only ran 
to Febr uary 1 . 

I know. 

But be could get by very ee sily ;~ith the three to t hree 
und a half billion c ol lars - carry everybody. 

Put it up t o f our million people r ight a way. 

'ies, sir. 
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'Nell, we ' ll s ee what' ~ going to happen. Of course, 
it ' s - the thing that He have to fight - "Well, it ' s 
t oo late, it's too l ate. It's over .• Well , I think 
·we got to first base with Jillllli,Y and it isn't too 
late . And of course its coming at this time and all 
t his etiquette about the House - I said, •To hell 
with the eti quette. The country's on the rocks and 
let ' s be man enough to say the program is no good and 
let' s do it all over again.• I think I 1 ve got -what 
would you (Bell) say, a J5 percent chance? 

Well , I think Jillllli,Y Byrnes is sold . 

Yes, and Barry. 

And Harry? 

When Harry left here, he was sold . 

I see . 

Barry was beginning t o write n speech when he left 
here . 

Well, I had an idea t ha t Harry was a little sus­
picious on the Bill. 

Yes . Well, when he came down here - well, naturally, 
why shouldn't he have been? They've had this thing 
cooked up for four years . And as he s aid, be had 
lunch with Jimmy ~oosevelt at one o ' clock and Jimmy 
knew nothing about it. So - but, as I say, this is 
very intima te, but I'm so happy about the whole thing, 
because I think there is a possibility of Just picking 
this thing right up and making a difference of - well , 
everything. And the more I think of it, the more 
convinced I am . Harry said he had never - well , we've 
known e ach other for nine years - never had he s een me 
so positive and sod et ermined; and I am. I t hink, I 
know ! 1 01 right. 

Wight tell what Jimmy Byrnes• attitude was toward the 
opposition Senators . 

Well , you tell them; tha t ' s very interesting. 

He said he thought 1f this program were put up to the 
Senate that he ' d get the votes of Senators Bailey, 
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• • • Glass, who would otherwise be opposed to the 
program tha t is now submitted in the House, par­
ticularly the public works end of it . 

They'd all go a long on this basis . 

And Byrd. I forgot Byrd . 

~es, he ' d get every one of those fellows to vote 
for this. In other words, what it means is a 
reuniting of the Democratic Party , and the fellows 
can go home with something in their pocket, because 
we can do this by the first of July. This · thing 
would be going by the first of July, and the other 
program may be going by the first of January . 

The other thing was a flop before it got started . 

Well, as I say - so I know I •ve neglected some of 
you, but I think it was worth while. Now, Bell and 
I will go to Byrnes at 10. And Taylor, you meet us 
a t Senator Harrison' s a t lO:JO. 

At his office or at 

Finance Committee r oom . 

Finance Committee. 

And you're going to be there at 10:30, t oo' (to Magi ll) . 

I'll go down wi th you, then, Ros. 

Good . 

George, a bout a month ago I asked you to work out a 
progra~ for Edna Lonigan and, the way you nod, you 
never did it . 

She 's done some on it. 

What? 

She' s done some on it and I 1 ve been tied up on this 
other thing. I can get it in a day's time. 
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Vlell, will you please work it out? And - now, you 
take , for instance, Cleveland, where t he situation 
is so acute. Why shouldn 1 t she go out and spend 
tHo or three days in Cl eveland, and t hen go on to 
Detroit; spend a week at Cleveland and Detroit and 
then c ome back. Buh? 

Yes, I think so . 

But she ought to have a regular progr am, George. 

Uh-huh, I know she should . 

. -
I ~mow she ?'aould. 

knd it ' s right on you. 

Now, the other thing . \'Tha t about getting tha t group 
tha t you had down here when you made tha t est imate? 
Lionel Edie and the fellow from the telephone company 
and all those - have them come down a nd spend a day 
with you, going over business conditions. 

Swell . 

Will you do that, George? 

Yes . Ayres and tha t whole crowd . 

Yes. Give them enough notice to let them come on 
aown. Let ' s see how they feel . 

Fine. 

It you could. 

And we can use that meeting also in connection with 
the revised budget estimates we have to work out. 

All right. 

Now, has anybody got anything that they want me to 
make a decision on? 

Harold , when you goi ng to have your peopl e start in 
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a t New york and Chicago? 

I g ave to Mr . Magill Just now a memorand um submitted 
by the Commissioner f or your approval, extending 
this Los Angeles set-up to the whole Pacific Coast 
area, and I suggested to Mr. Magill that after that 
i s approved by you, it might be advisable for you 
to have a t alk with Mr . Belvering about it. 

Listen, you f ellows - you fellows lie for me . Where 
do I sign? And this does wha t , extends it to what? 

Extends the Los Angeles thing up the Pacific Coast . 

Up the Pacific .• 

Washingt on and Oregon. 

But when does it start in New York and Chicago? 

'Nell, tile theory was this . You can do 1 t tile other 
way . Vlhat lfe had in mind was, if you could have ten 
minutes with Helvering and congratulate him upon his 
successful experiment there, and extending it, and 
so forth, and suggest be go r ight ahead with New York 
and <;hicago , that ' s the easiest way to get him t o 
agree on Hew York and Chicago . 

All right. He should have been here yesterday. I 
hed it cancelled . 

Well , he ' s gone a long ways there, because 
tbe whole way with r espect t o wbat we want 
tha t zone. But you• ve got the pat tern now 
other places . 

be's gone 
to do in 
for the 

He•s got a lot of opposition in his own shop, and a 
little sweetening on him would be a very good i dea. 

•tould you (Taylor ), White, and Lochhead give me a 
firm recommendation on this thing, instead of a thing 
like that. Tell me what you think I ought to do , the 
three of you. The three or you t ell me what you think 
I ought to do . 

Want t o give Mr . Bel vering a definite appointment? 
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Not till we find out . 

.Vell , I •ll hold this f or a day ot' t wo until you ••• 

Her man? 

There •11 be a vacancy in the legal division over a t 
Coast Guar d . Waescha and Mac and I have in mind 
putting Spingat'n in charge over in that little group 
of lawyers over there . Like t o have him . 

O.K. 

Spingat'n is working out ver y well . 

Anything else? No cra cks t oday? 

No cracks . 

Wha t else? 

Well - I mean jus t "yes" or "no . " 

Listen, this t ax commissi oner from Chicago is in town, 
I see, to get the President. Did you see all that? 

!.Ialone . 

•'ho? 

lialone . 

~ome centuries ago you had an idea about Genesee . You 
remember tha t? 

Yes . 

Well , yesterday we got an approvea plan finally , and 
there is coming t o you a letter from Douglas. 

Now, in view of that - t his is just for you personally -
when I g et a bre~; thing spell - I mean t ha t ' s 24-hour -
we ought to t ake care of that, especially in view of 
the Genesee t hing . 

Herbert? 

I don ' t •••• 
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Opper ' s reappoi nt ment comes through i n the r egular 
way. He was appointed f or t he short t er m. Expires 
June 10 . 

nS f s r as I ' m concer ned 

Well , I mentioned it t o Mac . 

\'/ell , all f our - I want to handle ell f our together. 

Four . 

·• he f our t erms expir e. 

Want t o renppoint t ne Republican . 

I reco~ended t nat tne Cha1r~an of t ne Board of Tax 
nppeuls cell on the Pr esident of t he United States, 
to whom he is r esponsible . See? 

Sotoe mighty good paper s . 

1'/ell , shouldn ' t be . 

That ' s all. 

Herbert? 

I haven't anythi ng . 

Geor ge? 

I ha ve nothing . 

Wayne? 

On Per shing Hall - why, f or a long, l ong time we •ve 
been having difficulties with t he American Legion . 
hod i nasmuch as t hey had been having so ma ny di ffi­
culties ther e , why, a bi ll wa s prepared by which the 
Stat e Depar tment Nas going to take over Pershi ng Hall 
and be able to us e i t for other t nings in additi on t o 
t he home for ve terans ' or ganizations . We r eceived 
word of f icially or semi-ot"ficially yester day thr ough 
General Dr ane, f or mer - who is now General Counsel, 
I believe , and for mer Communder , t hat the Execut i ve 
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Committee of the American Legion had f i nally 
decided that they wished to t ake it over, and 
no questions asked, and everything was all right. 
So we decided to hold up sending down that bill 
until we• ve gotten notification from them. 

Wayne, anything you do, O.K. by me . 

With Pershing and all . 

Aeything . 

I hope I never hear of it again. 
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Have you (Bell) got your hat, so we can go.a quar t er 
of ten? 

Upstairs. 

Better get it. 

I 1m glad to see Pershing - the boys let us down a 
11 ttle . 

Steve? 

You think that• s a.ll right. 

Steve, just a s a politician - a couple of professional 
politicians, if we give everybody a Job bet·ween now 
and the first of July, wha t will be t he attitude on t he 
Hili towards the President? 

Oh, ~God , just marvelous . 

What? 

Marvelous. Break wide open. 

Am I wrong? 

Oh yes, you' re - ~ God , somebody shoul d have taken 
hold of that, regardless of how you do it, if you 
can get results. This t hing that we ' re doing 

Well , there ' s no argument about get t ing results . 

No argument a t a ll. You know what happened in 133; 
appropriated three billion 500 million, and you 
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couldn1 t 

But your r eaction is good . 

Oh, I think it ' s marvelous, Just perfectly • ••• 

Well , you might find out where Jim is, because I 
may want to tell hi m about it today. 

Jim is here, be her e all week. 

Well, I may get hold of him . 
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You' re going to have Senator Wals h and Jiu..:;: Roosevelt 
bearing down on you on this fellow Goguen. 

Listen, nobody can bear down on me these days, because 
I ' m Just - if I ' m up on t his level, they Just can't 
reacn me . 

Well, they 're going t o come in and t alk to me . 

Well , I can't fuss around . 

l6l, Ovv French votes in the State of Massachuset ts 
are going to lose t he state . 

Well, I'm thinking of 120 million people right now, 
and I ADO~ I ' m on the right track . I know I ' m on 
tne r ight track. 

If you get away with that, i t will be the most marvelous 
t hing ever done . 

Well , somebody 's got to turn a terrific somersault . 
I think he will . 

(To ll.iss Chauncey) Incident ally, 
'Nhit e House . I only asked once . 
nolding up. 

Barry? 

2 o ' clock for the 
See if my stock is 

Ther e are things of inter est in this Cochran's cable 
t o you. 

I read that, particularly Governor Norman ' s language . 
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Second. Something you said this morning d~sturbed 
me a lit tle. In speaking or this program of yours, 
I was under the impression that you were going t o 
consider, or this co~ttee or whoever was respon­
sible for the expenditures was going to consider, 
everything that came over the pl ate wi th the one 
idea to put men to work:. I understood you this 
morning to - if I understood you correctly, that 
there were going to be no public works? 

One spending department. 
Public Works Department. 
public works i£ • • • . 

I misunderstood you, 

There • s going to be a 
Then they ' ll spend on 

What I am suggesting is that we have a Public Vlorll:s 
Department, and there will be a Di vision o£ Public 
Works in t hat, and everything will be trans£erred 
from Public Works over to this Department, just the 
way it would have been if the bill had gone through. 

If the reorganiza tion • •• • 

If the reorganization had gone through. I ' m suggesting 
a Public Works Department with Har ry Hopkins at the 
head of it and a Division or Heavy Industry in that, 
see? 

I misunderstood you. I thought you said no expendi­
tures on heavy industry . 

No, no, be a division. Am I right, Dan? 

Yes, but no expenditures on the heavy stu££ unless 
it can be started within a reasonable t ime - not next 
spring . 

We mean £irst of July . 

That • s right. 

We ' ve argued that whatever they ' ve got - 2, .3, 4 
hundred million - whatever they have, we ' d let the 
contract s a t once, but if they haven ' t got it, out 
the window. In other words, I'd give them between 
now and the first of July to let the contracts. 
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I f taey can't let t he cont racts by the first of 
July, out tne window. 

Cy? 

I ' m s t ill spending these nice af t ernoons l ocked up 
Nith t hree smokers . 

Well , Cy, this doesn't make sense to me, so •••• 

Smoke in your eyes . 

so talk it over with V/ayne Taylor . 

All right, surely . 

And 

Do nothing in the meantime, huh? 
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Well , I don 't Know- who ' s coming down - the economist? 

His name is Dona ld Marvin . 

Vlho ' s hiring him? 

The Compt roller is thinking of i t. 

Nell , t hat' s strange; Feis called me up about him and 
Viner spoke to me about him; said we ' a be interested 
in s eelng .nlm -I understood for a job here . 

Now, .vill you consult ?.lcReynolds , White, Taylor, a nd 
ciaa s, =a Wha tever you f ello·Ns agr ee • • • • - check? 

Check . 

You' re (Cr aves) coming over for me t o say •..• 
You look very healthy . 

I f eel v ery fine . 

I s this spot (bald pat e) O. K. ? Good no more . 

As good as ever. 

All r ight . Mac? 

I ' ll take ca r e of tnis - Elmer I r ey •s . 

Right? 
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ButteMIOI'tbl Bello, 

RIII.Trz 

B: 

RI&Jra 

B: 

BlUr: 
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BI&Jr: 
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HIII.Tr 1 

B: 

BI&Jr : 
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B: 

Bello, Butterworth. 

Ill'. Secretary. 

Row are you? 

Very well, thank :rou, air. 

Butterworth, I'd l:DI:e :rou to so oYer to Bru1111el11 
toni&ht •• •• 

Yes, sir, 

• • • and aeet Cochran there at the Bllbas1117 :1D the 
1110rn:tus. 

Ri&ht. 

~ :tustructions are that the two ot you w1J.l so 
and call on the Kinillter ot P:tuance. 

Uh huh. 

!ell hia that - eneythins that I did laat week 
to try to .U:e the Franch be reasonable. 

Yes. 

1'hat you two cantl~1118!1 are coa:tus there to otter. 
our cooperation •••• 

Uh huh • 

... that the tact that - this I •a tell:tus you nr:r 
roushl:r but you tallows can t one it d01111 • •• 

Yes. 

••• the tact that the Franch behned the wa:r they did 
1t should not be thousht by the Belsians that the:r 
can do l:DI:ewise it they so willh. 

Yes. 
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And that I would greatly appreciate it that U 
they had anything in mind that they would first con­
sult not only with us but of course with the English 
as well, 

Yes. 

And further1110re, after you ' ve seen him I want :you 
and Cochran to carefull:y go over what happened l ast 
week to make sure that both of you know what the 
other fellow did, 

Right, 

And I want you par t i cularly to get from Cochran all 
the stuff that lkmtagu Morman spllled over . 

Yes. 

And how he feels . 

Yes. 

And I thought it was part i cularly wor th while because 
the Belg 1an situation is so crit i cal and I thoucht 
it would be a nice act U the two of you walked in 
and called on this gentleman. You see? 

Right, sir. 

Now, you ' ll get instructions confirming this but I 
onl:y got this idea shaving this 1110rning •• •• 

(Laughs) 

••• so you people go on over . 

Right, sir , 

For your own information I had a chance to tell the 
Presi dent in full what happened last week. 

Right, sir. 

He's 1n complete accord a.nd 1f anything, - felt I 
was a little too moderate. 

Uh huh. 
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HM.Tr: 

B: 

IDI.Tr: 

B: 

Bl 

IDI.Jr: 

B: 

IDLTr: 

B: 

BMJ'r: 

B: 

IDI.Jr 1 

B: 

BliJr: 

B: 

BJIJr: 

B: 

1111Jr1 

B: 

IDI.Jr: 

B: 

BJIJr: 

- 3 -

And I thoucht in Tie• of what happened on both 
sides tor you and Cochran that you'd be pleased 
to know that • 

J.ll r~ht, air. ~ you very mch, s ir. 

And llr. Bull is also ••• 

... how thaDld'Ul I a• tor y o.u' kind Jtesaage. 

Well, you earned it. 

I appreciate it very much. 

And llr. Bull i s in eoll))lete support. 

Well, that's •• ;. 

So it ao•e ot the other people al.cmg the line 
arEII 't it' a Just too dam bad. 

Yea, air. 

So, it you don't know what I aean you can learn 
it trom Cochran. 

Ah - .ay I f]J' to Brussels with the J.Jibaasador? 

Pardcm M? 

- I tl;f to Brussels 11r. Secretary? 

lay you do what? 

F~ -: co by plane. 

Yea. Sure])' . 

All richt. 

Su.re4 . Yea. Su.re4. What else do you want? 
sir 

Io, that' a all,L I Just want t o f])'. 

Well, (Laucha) as long as you land it's all r~ht . 

•• air • 

Sappy landings. 
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fQ&Jr: 

B: 

fllLTr : 

B: 

RMJ'r: 

B: 

BlUr: 

B: 

HliJ'r: 

B: 

BlUr: 

B: 

Bl&Jr: 

B: 
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Thank you very much , sir. 

All right. 

And a re the instructions coming on, sir? 

Yes. They 'll get them oft right away. 

All right. Thank you very much, s ir. 

But you get the idea, 

I get the idea. 

: .... ,rt I have no ob jection to your telling the 
Bridnt ll:feasury you're going. 

You have no ob jection? 

No. 

All right, sir . 

All right. Thank you 

Thank you very mch, sir. 

Goodbye. 

Goodbye . 
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BM.Tr : 

Operator: 

BJIJr: 

Hello. 

Jtr, Butterworth . 

Hel.lo , 

Tuesday 
Kay 10 , 19.38 
12:50 p . m. 

120 

Butterworth:Bel.lo, Mr. Secretary,, , 

BltJr: Bel.l.o, 

Butterworth: Hello, Yr. Secret ary? 

Bli.Tr: 

B: 

BlUr: 

B: 

HMJr: 

B: 

BM.Tr: 

B: 

Bli.Tr: 

B: 

Bl!Jr : 

]3 : 

Hl!Jr: 

B: 

811Jr: 

Yeah. 

This is Butterworth. 

Go ahead. 

I bad a word with Walq .... 

Yeah, 

.. ,who in turn cal.l.ed up the Bank of England. 

Yeah, 

And the Bank sa id that whereas the Belga had been 
under considerable strain last week at the 1110118Dt 
things seemed better, , , 

Yeah. 

••• end the forward rates 
in somewhat , 

Yes. 

seemed to have 110ved 

Likewise the Bank rate 1n Bel.gium has been increased 
from two to tour percent tod~ , 

Yes. 

Now, I have also been th:lnking about the question ot 
this tr1p. 

Yes, 
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B: 

Bl&Jr: 

»: 
BlUr : 

B: 

8\IJ'r : 

B: 

RUJ'r: 

B: 

8M.Tr : 

a: 
8l&Jr: 

B: 

Bl&Jr: 

B: 

Hl&Jr: 

B: 

Bl&Jr: 

B: 

BMJr: 

B: 
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But - I mean I \mow you won ' t mind 1f I tell you 
frankly ~ reeling about t he situation. 

Go right ahead. 

TWo reasons seem t o me t o arcue aga inst 1111 coinc. 

Go ahead. 
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1n the first place 1f the press should find out 
that both Cochran and I have converged on Brussels •• • 

Yes. 

••• they would undoubtedly make a story of i t . 

Yes . 

Which would do the Belga no good 1t i t gets in the 
papers . 

I see . 

And Brussels i s a very small town • • • 

Uh huh. 

I t would be pretty difficult to keep i t under cover 
I t htnk. 

Uh huh. 

And secondly it seems t o me that Cochran has gone 
alone to Brus sels on your behalf many times. 

Yes. 

And I t h ink 1f anyone else accompani ed him now 
i t might be misunderstood by the Belgian authori t i es 
and it might tend to impair h is pos ition with thea. 

Well , I wanted to do i t • ••• 

• • to Cochran or to you • 

No. Well, Cochran - I was just doing i t so that you -
well , to bring you up t o date. 

I \mow. 
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811Jr I 

B: 

BIIJr: 

HMJ'r : 

B: 

BliJr: 

B: 

HIIJr: 

B: 

H!IJr: 

B: 

liUJr: 

Operator : 

0: 

HMJr : 

B: 

HW"r: 

B: 

RY.Jr : 

B: 

HY.Jr: 

- 3 -

And Cochran can do 1t. 

Those two t hings would make 1t r a ther d1f'f'1cult . 
I think 1f' Cochran could do it alone r a ther t han 
tor me to accompany him. , •• 
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Well, let me t hink a minute. W1ll. you hold the wire? 

(Short pause) 

Hello . 

Yes, s ir. 

Since I' ve talked to you .... 

I can't hear you. 

Since I have talked to you t his !DOming ... 

Hello. 

Hello , 

Hello . (very faint) 

Hello - hello, 

One moment please. 

(Short pause) 

Your party, sir. 

Hello. 

Yes, s ir . 

Since I '•e t alked toJou t h is morning the Belgian 
Ambassador here got 1 upset •••• 

Yes . 

••• because there was a piece in t he paper t h is 
morning that the Belgian Ambassador had been 1n 
l ast week to see Taylor . See? 

Yes. 

And the Belgian Ambassador bas been running a.round 
like a chicken with its head cut off' . 
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B: 

WIJr: 

B: 

HIIJr : 

B: 

HMJr: 

B: 

Rlll'r : 

B: 

HM.Tr : 

B: 

Hlll'r: 

B: 

HIIJr: 

B: 

R.IIJr: 

13 : 

BI&J'r : 

- 4-

Yes. 

And ins i sting t hat we give out a statement and all 
t his kind of stuff . 

Yes. 

So, as far as I'm concerned i t ' s 1Bportant that 
Cochran go but not important that you go. 

Yes. 

And I'm more than willing to follow your hunch. 

l'lell, that's very good of you, sii-, and I think 
it ' s r i ght . 
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Well , I ,J'Ould do that but I think you' d better - ah -
well, I 'get off .a cable to Cochran to be given to 
him at the Embassy in Belgiu11 - t hat you 1 re not 
coming; I've changed fll3' mind. 

And 1f there ' s a question of ~ conferring with 
Cochran I could go over and see h i m after he gets 
back toward the end of the week. 

Well , l et ' s see how it develops . In the meantime 
the Belgians here are terr iblY excited. 

Well , 
Yes. / In the meantime then I - we let it rest. 

That's r ight . 

Yes. Well , t hank you so DIUch. 

That ' s all right . 

I'm very appreciative of everything. 

AU right. 

Goodbye, sir. 

Goodbye . 
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~!OW OF Tf!l!! DAY'S ACTlviT!l!S 

llay 10, 1938 

To: The Secretary 

J'rom: ~. Magill 

1 . Tax Bill 

I ba"" receind a number ct Cl'.. .• .o :~·-=~bars ot Oongrees 

and outsi~ la1'1)'9rs respecting tba inftntory amenl!ment ~k'~ 

I\D9ndment to th11 t9.: bill. The inventory amendment sranta ape~ 

treatment to copper 8JDtltera, tanners and brass oanutacturera. 

Senators King and Lonergan, hov.,vt~r , are not satisfied with the pro­

rtsions or the bill but ant tbam extended further . Mr . l"red Lee , 

r&J:II'8Mnt1ng tha Distillers Institute, called 111e tro1:1 ll'ew York to say 

t.hat ropresentfttins or tha Institute wished to see me tomorrow reg1lrd-

1ng a floor stock tax. 

2. FUture Tax Legislation 

l!r, Oliphant , Ur. J.tcReynolds and I haft worked out a propoead 

sat-up which I should lilce to outline to you at your conY&nience. 

3. New York and Chicago Sattle~nt Unite 

Mr . Grans tells me t bat orders setting up Settlemont Of fices 

IJ> !:('w York and Chicaso, similar to the office now in operation in 

Los Anaelea , can ba pronptly issued, since tM personnel for the work 

is available and since the form ot organization has now been worked out 

1n Los Aneeles . \fe thought that the best method ot procedure, it 

agreeable to you, \'IQuld bs tor you to call 1n llr. Ilel....,ring, adrtse 

hlm ot your appro~ or the new order exteDding the Jurisdicti on of 

the Lo~ Angeles sroup to the other l'lloitio Coast Statee; and then to 

suggeot to him that "t.Milar unite shoul<i ba esteblished at once in 

CHc!l{!o en<\ Uew York . A good deal of pressure 1e baing exerted on 

!.!r. Helnring to stop the turther extension ot the Los AD&elea plan 

or Rnenue Ad!:dniatretion. He has gone along very wll to date and 1t 

he knows tlult you ant to see the plan extended throughout the Country 

t here nUl apparently be no ditttculty eo far as he ia concal'll8d in 

proceeding pr~ptl7 with our plene. 

~ 
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Uay 10 , 1938 

Tho Sec r etar y b ad as luncheon gues ts !Jr . Eccles , 

:·r . Rnnsom, Ur• . Taylor and Mr . Upham . 

J.:ost of the discussion had to do with t h e s i tua t ion 

.lth re:mec t to the deval uation of t he franc , and li.r . 

~or~enthau and ~r . Taylor between them detai l ed the events 

t~>ll t led up to t he a ction ~Y the French and t h e differences 

125 

• at .nd dove loped by reason of the action . ~lr. Morg enthau 

ref rred to the "outreeeous perfo:MIIllre e" on the pa rt of the 

: r~nch Government , a nd exprsssed the v iew that t he p r esent 

monbors of the Cabi net in t hat country could not be trusted . 

At the close t here was some di3cussion of the conferences 

·.vlt' r e spect to uniformity i n bank examination practi ces , 

::r. !\ansom and Ur . Eccles expressing t he view that the 

bnr•,er~ consulted by ~:r . r , rgent hau d i dn •t know anything 

~ out the oroblem and t hat a wholly different t ype of bank 

of~icial should have boen consulted-- those who ~Ave g rown 

U'l in tho ban'<s and acquired a familiarity with the details 

of b~-·,1ng ooerations . La t e r , Mr . Ecc les said that he hoped 

t o >ends of t he supervising a gencies r eached a compl e te 

dlsa~.reet:lent becau se tha t wa s the quickest way to get the 

.. :ole subje ct out into t he open . He plans wi thi n t he neltt 

··lx r.~o, ths to make a speech giving his views as to how and 

where bsn;c ex!l.l!lina tions should b e conducted . 

Upm 
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.Con!ldtnthl 
~ot tor PublloatSon 

.3036 
EIIPLOYXEI!T ON "ilPA PROJU:TS, BY STATS 

llllltiD s rt.fES J.JW TERRITORIES 

r ... to El>dl.nc !lay 1 and April )0, 19}8 

Cll\.UD TOf AL 2.6o8.178 2, 58}. )61. !I • 24. 814 

COtn'JlO.C T~\.L t.n:lt!D STATES 2,606,198 2, 581, 3'4 y • 24, 864 

• ~l&'ba!U 40,6)0 40, 159 • 471 

J~ hona 9 .625 9 .49} • 1)2 

• ..rk•n••• }5. 582 

~ 
205 

Cll1 rornu 94.440 688 248 

llorthtrn w;m • m 
Southtrn 45.229 44. 811 418 

Colorado 28, 3(14 2&,}59 55 

-cor.nec tiou-t 22. 084 22,266 161. 
Dtl6wa.r• 3. 2)9 },?02 43 
D1ttr1ot ot Col~b1& 8, 054 7.998 • 56 
florida 3}, 217 )3,oo6 • 211 
Oeor&l• 113 .516 42.963 • 553 

U,218 10 ,991 227 
208,872 206,355 • 2 ,517 
92.767 93.0A7 }20 

33.701 }}.490 211 
lt.na .. t 36.0}4 36,2}2 198 

Ktntuo'lc;y 57.440 55 .986 • 1,454 
Loultlt.nl 31.513 }1,6o7 94 
lillin• 8 ,019 7.897 • 122 
ltary l•nd 12, }05 12 ,286 • 19 
l.tt.tct.ohutettt 1o6.G69 107 ,01.7 }78 

~iohls&.n 155.649 146, 701, • 8,945 
Minnotota 6o ,808 6o ,TJ_6 • 32 
J.U 11111 i pt~i )2, }66 }1, 16 y • 750 
Yi aao"Ur1 94 ,10} 92. 350 • 1, 753 
!.!ontana 19 ,270 19 ,489 219 

N'ebr uka 28, 817 28.951 1}4 
)rev&dw. 2.241 '2 ,}78 137 
In huoth1re 8, )95 8 ,449 54 
c:ow J•n•r 91 ,095 91 ,161 66 
~: .. illxioo 9.950 10 ,022 72 

hw York City l6o.677 159,217 . 1, 1.60 
!=ew York (Exol. 1 . t .c . ) 55. )09 54.672 637 
lor th CuoUDa 33.956 

"· 768 
188 

IJorth Dt.b:lta 13, 110 1},4)9 }29 

Ohio • 2}}.~ 2)0,6}7 . 2.945 

Olclahou 64,606 62 ,651 • 1,955 
Or•con 16. 811 16,913 102 
Penn•y lvt.n la 2}0.4)2 227,635 • 2, 797 
Rhode Island 14,1}2 1},728 • 4ol, 
South Ca.ro llno 32. 559 32.429 • 1}0 

South ~\cote 15, 261. 15, 279 • 5 
tenneueo 32.354 32 ,1)9 • 215 
Toxat 81. 522 80 ,9}7 565 
Ut&h 10,668 10, 736 68 
Vermont 4.990 5.090 100 

vtrclnta 23,102 2},101 • 1 
.l.lhlft(ton 44,}00 45.362 - 1,o62 
~.t Vtrcinia 42.962 42,932 )0 
Wboonlln 71.406 71 ,eo6 • 200 

.,_IJ:& 4 , 513 4,586 73 

Hll•i.t 1,980 2,0}0 50 

y Rnhed. -IS I'ROORiiSS ..umnst~UJIOI 
Di.Ylt lOD 0/ 

Retearoh, Sta t1at 1ca and Recorda 
.:.,y 11, 19}8 
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l.lay 11, 1938 

£mp1oylt.ent figures . 

Week ending llay ? . . 
Increase over week endi ng April 30 

2 , 608 , 1?8 

24 ,e14 
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H.li.Jr: 

Oper ator: 

l:i .li.Jr: 

Oper ator: 

N illiam 0 . 
Douglas : 

H . 1.1. Jr: 

0 : 

H.U.Jr: 

0 : 

H. i.I . Jr: 

0 : 

H. iti .Jr: 

0 : 

H.Y.Jr: 

0: 

ll .li.Jr: 

0 : 

Hello. 

Chairman Uouglas . 

Hello . 

Go ahead . 

Bello. 

llorgentbau speaking . 

Good morning, Ur. Secret ary. 

!lay 11, 1938 . 
9: 34 a.m. 
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Good morning to you. In the first place, on Hanes -I got a little mixed up and shot too fast , and it's entirely my fault. I want you t o know that. Hello . 
Hello . 

But I 1ve bad so much on my mind t ha t if I don't make more mistakes - I wouldn ' t be surprised at myself. 

Yes, I know how you fe el . 

I mean I pulled a bull end it's entirely my f ault. 
Yes. 

I want you t o know t hat. I mean the fact that I moved f aster - I was confused on it. Thought it was Just - I t bougbt it was Just a ~uestion of getting the Pres ident t o 0.!. it. When the President said, • Send his name up,• I thought that ended it, you see? 

Yes . 

Now, be was over here yesterday, and wbat I want to ask you, before I t alk to t he Presi dent again - when do you feel that you could release him from over there? 
perhaps I think that - ab - I think I mentioned to you/over the phone when we talked before - I do remember mentioning it to the President, and be mentioned i t 

Regraded Uclassified



133 
( -2-

H.M.Jr: 

D: 

H.II. Jr: 

D: 

B. I.!.Jr: 

D: 

li .Y.Jr: 

D: 

li.li.Jr: 

D: 

B. ll.Jr: 

D: 

B.II.Jr: 

D: 

B.!I.Jr: 

D: 

B.J.I.Jr: 

D: 

t o me - that I'd like very much to have Johnny 
see it through - this new program on the Stock 
Exchange. 

Yes . 

The new management went in yesterday . 

Yes . 

Or r ather they 're going in next Monday. They were 
elected this last Monday. 

Yes. 

They're going to get their new paid President rather soon, I think. 

Yes. 

A.nd I think in the next six weeks we can settle on 
the agenda with the Exchange, which will put the 
S.E. C. back in Washington, so to speak, and leave 
the Exchange in - i n their hands for running on 
the new program. 

Yes . 

I•m hitting for July first . 

On mw God! You don' t need him till then full time. 
Bub? 

You don' t need him till then full time. 

All - well, I 'm - I•m pessimistic . 

Well, I mean the point is that - on both of us - we 
have to fill it before Congress goes home . 

Oil sure, that ' s all right . 

Well, think - I mean about letting his name go up 
and getting him conftrmed . 

Oh, that 1 s all right. 
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0 : 

li , li ,Jr: 

0 : 

B. ll.Jr: 

D: 

H.li.Jr: 

I!.!J. Jr: 

D: 

H.li.Jr : 

D: 

H.!.!.Jr: 

D: 

H.l.l. Jr: 

0 : 

H. ll.Jr: 

0 : 

H.!i.Jr: 
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.And then maybe I 
I could have his 
like that. 

-3-

can make a deal with you- either 
afternoons or mornings, something 

Well, what I 1mgetting a t i s this. It1 s not 
materisl, as I see it, fro111 this point - fro111 this 
shop, ... 

Yes. 

whether his name goes up now. 

Oh. 

It is very material whether or not his body passes 
over t o you, so to speak . 

Well , suppese 

(Laughs) 

Supposing we send his name up . You say tba~ 
agreeable. 

Yep. 

.And then we made some arrangement which was 
agreeable to you as to him that we have a balf a 
day out of him. 

Well, what I 'm getting a t is this . What I•m trying 
to say is this . It seems to me that as I view it 
novr • •• • 

Yes. 

• 

••. we ha ve a hell of a lot of this clean-up work to 
do between now and July fir s t. 

Yes. 

And it's going to take an awful lot of energy and 
time, and I•m Just leaning on Johnny t o do it. 

I see . 

You see? 

Yes. 
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ii.!A.Jr: 

D: 

ii.IJ.Jr: 

0: 

li . loi.Jr: 

0 : 

H.M.Jr: 

0: 

I! . !.!.Jr: 

D: 

I!. !A.Jr: 

D: 

I!.!.I.Jr: 

0 : 

li.!l. Jr: 

D: 

B.ll.Jr: 

0: 

H.:.!.Jr: 
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And I - I - we•ve got - · we •ve got this tntng so far to· b eing bome • • •• 
Yes . 

••• tbat I don't want to, with all this nine months of very tough work back of us , 
Yes. 

with a miracle job haVing been done to date, ••• Yes. 
·-••• to have her slip back into the swamp. -.... .-

I see . 

You see what I mean? 
Wel l, can I say this to tbe President : you have no objection to his name going up now, or any time. 
That ' s right. 

Is that right? 
That ' s rigbt. 

Tben the question of when be could begin little time, we 111 have to - you want to over with hilll and talk it over with us. 

to give us a 
talk it 
Bow's that? Yes. And wha t I'm shooting for generally is July first ••• 

I see • 

••• tor the liquidation of the job tbat- the Primary job t hat J obnny came down to do. 
And you•re not saying that you•re not go!ni to let h1lll spend some time over here. 
Beg pardon? 

I mean - I say you're not saying t na t be couldn' t spend some time over here. 
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No, I'm not SS¥ing that. 

No. 

I'm - all I do thinlt at this tillle is that it ' s 
pretty close at least to a - a full-tillle Job. 

Well, it' s six weeks. I understand. And I 
appreciate that . 

Yes . 
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And his a ttitude is that be wouldn ' t come unless 
you were satisfied, because he gave you your word 
that he'd stay until the first or July and clean 
it up. 

Yep. 

So he won't do anything if you're not satisfied . 
Yes . 

See? 

Yes, I know. He ' s - he ' s very intensely interested in getting this Stock Exchange •••• 

How, I - I didn't know that you'd talked to the 
President, so t hat ma.kes me - mr conscience a little easier, because then • ••• 

Ho, you a ee, this •• •• 

It' s on the President and me both, because the 
President gave me a green light on this . 

Sure, you see, the President said that you had 
mentioned Hanes t o b1lll and wanted - and that you 
were going to talk to me. 

That ' s - which I did. 

Which you did. 

Yes . Yes . 

Tbe President 
aaid, •on one 

said, •Is it 
condition. • 

all right ?• Well, I 
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H.II.Jr: Yes . 

D: 
. . . 

a .M.Jr: 

D: 

H • .li.Jr: 

D: 

H.ll. Jr: 

D: 

H.II.Jr: 

D: 

"I bate like bell to see Johnny go under any 
conditions, and I certainlr would be opposed to 
him going right now, • • • • " 

I get rou. 

"··· leaving us high and dry on this Stock Exchange thing. n 

Well, I understand the picture now. And would you 
tell Hanes I called you? 

I '11 do that. 

Thanks so much. 

O.K. 

Good-bye. 

Bye. 
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GROUP UEETING llay ll, 19.)8 . 
10:15 a .m. 

Present: 

Ga ston: 

B.V. Jr: 

Taylor : 

B.V.Jr: 

Wnite: 

H.M. Jr: 

llcR: 

B. li.Jr: 

llr . Magill 
llr. Taylor 
llr • 0 l1 pllan t 
lir. Gaston 
llr . McReynolds 
llr. Locllllead 
llr . Upb.aa 
Miss Cnaunce:r 
llr . Baas 
llr. Gibbons 

liapp:y b1rtbd.a:y. 

Thank :you. 

Happy returns of tile day . 

Have you (White) got that letter - the draft? 

I guess this is what you nave reference to. (Bands 
to Secretary} 

Bow's Irey? 

He's a little better. 

Wbat• s tile matter w1tll 111m? 

llcR: Seems a couple :years ago, :you know, he llad lleart 
trouble . Put him on his back for a month. Got it again. 

H.ll.Jr: 

Chauncey: 

B.li. Jr: 

llcR: 

B. M.Jr: 

Anything I can do? 

Write 111m? 

Yes - that I'm sorry and I hope he gets well. 

Be hasn't been in condition that you can see Ilia. 
As a matter ot fact, they bad bia under thf oxygen 
tent day before :yesterday for a wb1le. Be s co•e 
out or 1t. 

(On phone) Colonel llclnt:yre. 
Keep after it. 

(Gibbons coaes in) 

Bello . 
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What else do you know? 

You (Upham)? 

Hello, Steve. 

We're going back in session at 11. The agreement 
that we all thought we had reached night before 
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last wa s upse t yesterday. That Federal Reserve man 
said he didn't agree, so - and since Yr . Eccles said 
he hoped we reached a complete disagreement, I don 1 t 
see much hope for getting it today . He told me 
yesterday tbat he hoped we didn't get any place. 

Tnet ' s nice. 

So I •m afraid we won't get very f ar . 

Well, 1f we don't we 'll Just go ahead anyway. Now, 
the thing that I do want , if possible, is something 
on this so-called marketability. 

We 1 re going a t that now. Of course, t hat • s something 
that ought to take a little time. 

Well, I'd take all the time necessary, but I still want 
to hit tbat and I want to hit thnt hard. And if we 
can't get it on the other, if we could get that out 
of the thing and agree amongst ourselves, see, I ' d 
t ake all the time that ' s necessary. And if that's 
Mr. Eccles' at titude, we'll Just - after this we 111 
Just drop him out, that's all; we won' t work with 
him -Federal Reserve Board, and I 111 tell him so. 

He thinks no agreement now will bring a final settle­
ment of the whole thing quicker . 

bll right, we'll work without him, and I can work with 
Crowley aDd the Comptroller ' s office, and •e 111 work 
with them - and the state banking people, and to hell 
with the Federal Reserve Board. Just the hell with 
them - and I'll say so publicly . I'll say thDt they 
refused to cooperate and therefore I'm going to work 
with the F. D.I . C. and with the Comptroller's office, 
and I don ' t mind - if that ' s t heir attitude, I'll 
tell Eccles myself, the hell with him. I mean they're 
simply trying to force this issue in order to get 

Regraded Uclassified



Upham: 

ll • .ll.Jr: 

Oliphant: 

Upham: 

B.li.Jr: 

Oliphant: 
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legislation and to g et these things oYer in tbe 
Federal ReaerYe, and I'm not going to stand ror 
it. And I ' ll take 1111 chances with the banktnc 
col111Dun1 ty as against llr . Eccles any day. 

Nell , we ' ll stil l keep a t it. 

You keep a t it. But I want the marketability, if 
they can do something on that. I know it's a move 
in the richt direction. 

Foley has seen you (Upham) about it? 

(Nod~ yes) 
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This gets down to a question or legal interpretation 
of a word, and I want to go into t hat whole question 
1117sel f. 

I ' m seeing Foley on it. 

See if we can do that. That ' s where the shoe pinches . 

Yes, we need lots of help. 

Bull? 

We need lots of help on that. 

I aean 1f we could pull that out, it would be a really 
good s troke. You agree on thot , Wayne, don' t you? 

Yes . 

What? 

Absolutely. 

That ' s f rom that gentleman - llra. llorgentllau had 
lunch w1 til Ilia the other day. Said not so auch you, 
but llrs . llorgentbau. 

Oil yes, yes . 

Be's a breezy sort or chap . Said, •I don' t care 
whether you tell the Secretary, but be sure and 
convey 1111 r espects to llrs . Mor genthau.• Just Joki ng. 
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Board of Tax Appeals appointments. Jimmy Roosevelt's 
office called yester day, and Pat Harrison is bearing 
down on them about Tyson. Now, Jim Farley says he 
doesn't know whether the boss wants to go along or 
not. Pat told Jimmy that you had said you had sent 
the recommendati ons over, and Kiss Durand telephoned 
me that t her e wasn't any recommendation . I saitl, 
"Wha t the Secretary meant •••• n 

That isn't correct . Pa t Harrison himself said, "Why 
don't you people get together?" He s ai d, •I sent 
this t hing over to J immy Roosevelt. J immy Roosevelt's 
secretar y sends me w9rd t hat the matter is on the 
President ' s deskl'!' ~~h~' s got a l etter t o that 
effect, see, from JimmlfRoosevelt. •Then, " be 
said, "I get a l etter from your secretary saying 
tha t the matter has been r eferred to you by the 'lfhite 
House." I• d like to see whether we wrote s uch a 
l et t er t o Pat Harrison. And I' m i nsisting t hat the 
President should consi der tha t it s houldn't be on 
my desk, it should be on the Pr esi dent's desk. I'm 
going to tel l you just the same t~ s we told Oliphant 
yesterday . And Magill can check me . Vie have 
r ecommended t hat all f our be r eappointed . Is that 
right? 

That ' s right. 

And I 1m going to stand on that basis . I ' m r ecommending 
the r eappointment of all four. 

To the Pr esident. 

To the Pr esi dent. Al l four should be r ecommended. 

I took it on myself t o call Jim Fa rley to ask him if 
he had discussed it w1 th the Pr esident . Didn 1 t say 
yes or no . I 1m afra id the boss, as he calls him, 
might not go a long on Tyson . · I think he'd make a 
great mis t ake. 

I 1m taking the positi on that all four should be 
r eappoint ed . 

Well, would it be all right for me to tal k to 
~cintyre and a sk •••• 

Regraded Uclassified



H. :.I .Jr: 

llagill : 

H.M.Jr: 

Gibbons : 

H. I! .Jr: 

Gibbons : 

ll . li .Jr: 

Gibbons: 

H. M. Jr: 

Gibbons : 

l:l. ~i . Jr: 

utbbons : 

Gaston: 

Gibbons: 

ll. M.Jr: 

Lochhead : 

H.M.Jr: 

llcR : 

d . :.I .Jr: 

~cR: 

142 

-5-

We haven' t written that, have we? 

No, I don't think so. Not t ha t I know of. 

Well , why don 't you prepare a letter for my signa­
ture to t he President that I recommend the 
rea ppointment of all four? That ends that argument . 

I think it would be a good idea to get it over t here. 

All r ight, do it this morning. I recommend the 
reappointment of all four. 

Including the Republican . Thut 's very, very vital, 
because the Boar d is unbalanced now . 

I r ecommend the r eappointment of all four , see? 

Lieutenant Olsen is right here, a~ time you want 
to do that thing - at your pleasure . 

Let ' s see, 10 o ' clock tomorrow morning. 

10 o ' clock t omorrow morning. 

dave something on a piece of paper, so I know what 
it's all about. 

I 1 ll t alk t o ~- Gaston. For the newsreels . This 
is the first time •.•. 

You have no objections? 

I th.ink we ought to do it. 

I have no objections. 10 o'clock tomorrow morning. 

Foreign markets are v ery quiet . 

derry? Oh, did you (YcR) - have you had a chance 
to see this fellow? 

Blaisdell? 

Yes . 

He ' s probably in~ office . I told him to come over 
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at 10: 30. Got him late last night . Thought i t 
would give me time to • •• 

Let me know . Ylayne? 
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Just had a cal l from Senator Bulkley in which he 
says that they're having hearings on t he housing -
the Some Loan Bank amendments, and wanting to know 
whether we want to be heard on them or not. Said 
that they ' d like to hear from us tomorrow if we 
do wish to be heard . 

Well, do we? 

Well , we ' ve got everything in there, as I understand 
it, except a guaranty by the Treasury. 

Do you want t o go up and state the Treasury ' s positi on? 

I ' d Just as soon. 

Well, I'd like you to. Like you to very much. You 
are famili ar with i t, a r en' t you, now? Wi ll you do 
that? 

(Nods yes) 

Fine. Nhat else? 

That ought to be enough for one day. 

George? 

Just how soon would you like to have this group of 
business forecaster.s? harly next week? 

Give them time. Save them come down Tuesday. 

I'd like to add another one to t ha t list -Chandler 
of the National City . 

All right. 

He ' s very good. 

• t they come Tuesday, I 1d have them have lunch with 
me. 
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All right, that's fine. 
The other thing, I •m going to try to get in tha t program you asked me about . I ' d like t o ask you 
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a question about it. Seems to me that involves -1 got a brain wave, which makes a much bigger job out of it. Want to discuss it with Mac . Seems to me that would involve all the materiel you need to follo·.v t hi s whole r elief expenditure . 
//ell , think i t tluough, will you? 
Uh-huh . Uh-huh . The other thing is that - it ' s in tius book - steel price situation . Until i t is settled, I don't think anybody will buy much of any · ste~l . If they oropped the steel price sharply, s o people would believe tha t that was the end of it, I think 1t would be very helpful in increasing the whole outlook, improving the whole outlook for the steel industry. Of course, that is involved in the steel study your committee i s work.ing on . 

There is one there that looks exceptionally good . They must have run into some kind of •••• -Radiator . 
'llhich, Cannon? 

Radiator . 

Wha t ' I had sor t of vaguely in mind in regard to Blaisdell - I heard he was possibly loose - was to have him• come over , and he would na turally go on your (l!ahs) staff as an e conomi st, and he would be att ached to you, but be economist for Procurement on buying. 

Very excellent. 

I t alked to George on thht particular angle. 
He can go to you, but be economist for Procurement. 
Very badly needed. 
George? 

Very good. 
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H. ll.Jr: On prices . On buying, not on commodities . 

MeR: Buying program. To balance it. 

H.l!. Jr: 

!.lcR: 

H.M.Jr: 

!lcR: 

H. rL . Jr: 

Haas : 

H. :.I.Jr: 

Oliphant: 

H . .I! .Jr: 

MeR : 

H • .I! . Jr: 

Oliphant: 

And then on this so-called - well, this whole question, 
for instance, which I 1 ve never been satisfied - had 
Wac on it for six to nine months, studying setting 
up sort of a War Board - 1/ar I ndustries Board on 
buying: Navy, Army, Hopkins, and all the r est of them -
when they should buy and all that business . Mac? 

I beard you. 

I just wasn•t sure. 

Well, I told - I t alked to George this morning on 
tha t very question. 

If you get these things - L can• t do all these things 
t hrough - the President asked about it yesterday , but 
I d6n 1 t know what they're doing, whether they ' re speed­
ing it up or not . 

Very good . 

I mean that ' s the idea. 

There is one angle of that I ' d like to mention. Came 
to me from Shirrey, head of technical staff - technical 
division over at Straus ' s shop . Background was t hat 
Straus went over t o the President and the President 
said, "You have to get your s t aff money out . " Be 
went back! talked to his technical s t aff. They said 
he couldn t get it out except in supplies. Be wrote 
to the Treasury, asking tha t the Treasury purchase 
such supplies . 

Bas that never been answered? 

That was put in Peoples • hands . 

Never answered? Will you find out, Mac? I know 
about that . It's only about a month old . 

Well, I think Collins - I heard that Collins had 
taken it up informally with the Comptroller General . 
Comptroller's first reaction has been unfavorable. I 
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don't tbi.nk the problem has been s tudied by the 
Comptroller General. 

Could you (~bauncey) look up when you go out of 
here - the President t old me that Aubrey Williams 
bad t aken c are of everybody on work relief. 

I remember you came back from the White Bouse and 
said that. 

Look that up, please . 

Anything else, George? 

14G 

I got one other thing. Probably II iss Reynolds sent 
in the Times index as it is repor ted t oday - Electric 
Power up four - tenths. 

I haven' t got it . 

Power figure was up . 

Would you (Gaston) look up for me - read the Cleveland 
papers for the l as t week and you yourself personally 
digest this - what the bell is the t rouble t here on 
this whole unemployment tning, what ' s going on in 
Cleveland . I don ' t want anybody else to do it . Want 
you to do it yourself. I want t o know- I' d like t o 
have it at tne bouse by tonight - what 's the trouble 
in Cleveland. 

Yes . 

Will you, Herbert, please? Anything else? 

United Pr ess put out a story this morning that Benes 
was being considered for Assistant Secretary . Of 
cours e, the other boys have been asking me about it . 

Jones put out a l ater r eport that he was not. 

1oe11, I•ve Just got to sit tight on it . 

I told them I couldn't confirm that. 

Incidentally, now •••• 

(On phone) Commissi oner Banes, S. E. C., please. 
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I sent Dick Stevenson !rom Newark over to New York 
to cooperate witll tile Secret Service on account 
of some little trouble tlley had about publicity . 

liho wrote that little playlet? 

One of the agents did that literary composition 
and thought it was smart and handed it to one ot 
the clerks in the office, and tbe clerk also tbougllt 
1 t was a nice product and llanded it to a newspaper 
reporter tllat came in. And Wilson has taken it up 
wi th the people. I told tllem that they ought to 
llave some competent advice on the publicity the7 put 
out on this campa ign. So I'm having Dick Stevenson 
go over it witll tllem. 

I tllink that's all . 

As I told you, Department of Justice is in complete 
agreement on that plan f or the uniform handling ot 
tie bids. 

Little louder, Berman. 

Oniform handling of tie bids. 

Yes . 

And feoples is very mucll pleased with it. I ' d like 
to, before it ' s brougb t to you, b afore it goes to tile 
President, to clear it with tile Comptroller General. 

All r ight. 

(On phone) Bello. Bello. Could you drop over 
any time this morning for a few minutes? You 
going there at ll:JO? You wouldn't want to drop 
over llere on your way over tllere? It ' s lO:JO. 
Yes, the only. .. - l'hat ' ll be fine. I won ' t take 
l ong here. Thank you. 

Thinking that over, I decided the best thing is you 
should sign that. (Bands a document to Secretary, 
who signs it) 

That ' s O. K. 

I'd better take it and send it tile regular war. 
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Ho t Ho t How you fellows always love t o ••• . You're 
rignt . You 1 re right. In the r egular way, whatever 
it is . All right. Gith the initia l. 

Anyt hing else? 

J.ha t ' s all . 

Ros? 

Tax bill probably pass t he House t oday . Tremendous 
hullabaloo from t he copper smelters and the brass 
manufacturers, who got our poke in the pants in the 
inventory amendment included i n the bill, b ut didn't 
get tae vest . l hey now want to get the v est, which 
t•~Y nope to uo by means of a concurrent r esolution. 

1/nat< s the coat and the pants? How• s that r epresented? 

·~hey have a way of taking i nventory which results in 
reducing their profits in years in which t hey make a 
lot of money, and Nhich is generally quite advantageous 
t o t hem, but which the Treasury has never agreed to and 
ha s been s upported by the Supreme Court. Senator 
Lonigan succeeded in getting the amendment into the 
bill with an agreement between Senator LaFol l ette and 
Senator Harrison that it woul d be promptly kicked out. 
It has not been kicked out, but hes r a ther been - well, 
I don 't know wnat you' d say - extended; but it ' s still 
there in ull its glory, due t o t he efforts of M.r . 
Vinson. 

Per sonal interest. 

Anything I can do? 

I don • t t hink so . 

~ould you two men (Oliphant and Kag111) make a f ew 
inquir i es around t own about tnis lawyer. Be was 
Executive Assistant t o J im Landis . Be's over there 
now. 

Jim wrote me about nim . 

Has he? 

Katz? 
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H. li .Jr: Yes . 

Taylor: 

Oliphant: 

B. I.! . J r: 

Oliphant : 

H. ii ,Jr: 

Oliphant: 

H.!i .Jr: 

Oliphant : 

H.!I ,Jr: 

Oliphant: 

MeR: 

B • ..!.Jr: 

.lhite: 

B. :i.Jr: 

Oliphant: 

Taylor: 

Oliphant: 

H. l4 . Jr: 

I tbink be 1 s first class. That is , everything I 1 ve 
ever beard about him. 

Thurman Arnold is thinking of using him. 

Well, i f Banes comes he ' d like to bring him along with 
him for himself. 

For himself? 

For himself. 

Well, there's that New York preceden~ • . 

Pardon me? 

That New York precedent. 

Precedent? IYb&t• s that? 

Brought a man dO'tD here on housing who brought his own 
l awyer. 

Peter Grimm, he means. 

Well , he didn't bring Katz down. I mean Hanes didn' t 
bring Katz. Well , anyway ••• 

I 1 ve been present at several meetings at which he has 
been end has held forth. He seems like a very able 
chap. 1he story that I hear as to how he was taken 
over by Landis reflects a greet dea l of credit to 
him. He was , I think, on one of the opposing sides 
and made a r ather brilli ant presentation of something . 

You say Landis wrote you about him? 

He 1s a good man. Landis wrote me about him. 

Came down here originally on the NRA stuff, isn' t that 
right? 

I 've weighed the matter for m¥ staff very ~efully . 

Your st aff? 
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Xes. But I ' ll talk to you about it . 

All right. 
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Now, on - Kac, on this most important matter of where 
Bruce goes, see, I write & letter on Admiral Peoples' 
suggestion - see, get this now - on Admiral Peoples' 
suggestion, why, I put Bruce on this Smithsonian. 

All right. Peoples came in. 

On Admiral Peoples • suggestion. 

Really anxious to have it go that way. 

On Admiral Peoples• suggestion I put Bruce on. That' s 
clear of politics . Don' t have to r efer tha t to Jit4. 

Jim asked me about the Frenchman whose name be can ' t 
pronounce in Massachuset ts, end I said I don't know 
anything about it, which is right. 

Xes. 

O. K. 

14ay I c ome back again? 

Wby not? 

Yiss Lanigan has that monthly meet ing of the self-help 
exchange and tola me about it this tit4e1 and i t 1 s 
Thursday , and I held up her going last night until I 
saw you today to get a cl earance Cit' disapproval . 

All right. Well then, let her leave town Sunday 
night and be gone all of next week; she should be 
out of t own all of next week. 

Cleveland and Detroit. 

What? 

Fine. 

(To Miss Chauncey) Call Mr s . Korgent hau, tell her 
we 1 re proposing to send. Miss Lanigan out on a trip, 
be gone all of next week. 
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Baas: 

Haas: 

H. 'i.Jr: 

daas : 

H .~ . Jr: 

Haas : 

H.M.Jr: 

Gast on: 

ll.1.Jr: 

• 
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She should stay out - she should go to Cleveland 
and Detroit; if she hasn't enough to do, let her 
go on to Chicago . She can do Cleveland, Toledo, 
and Detroit . There's three nice places. 

O.K. 

Wha t? 

Yes, sir . 

151 

They tell me Indiana is in bad shape. llight take a 
look at that. 

O.K. 

But the sta tes I've got on ~ list are llichigan, Ohio, 
and Indiana. Nmr, whether she can cover those adequately 
in a week, I don't know. But she should stay out all 
week. 

llh-huh. 

And lliss Chauncey will let you know if there is any ••• 

You don't want me to get a ny informa tion from W. P. A. 
on that ~leveland situation . 

No, I want you t o r ead the newspapers . 

I 1d like l'lhite and Gaston to stay, please • 
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l17 dear l.lr. Preel dent: 

1 ehould llke to p reeent the following 
euggeetlon t or your oonelderatlonc 

/./ .:. ;, 152 

'rbat :rou oreate lntor ull:r a g roup of . ..:.., - - · 
adrteera who " 111 aot ae r our • general etatt• · • ~ 
ln deYhlng ~~eane and we1gh1ng •uss••U one ~ 
an7 <8Qurae t o llllke the new raoonr:r prograa u 
efteot1Ya ae poee1ble, t o eea that lt 11 aner-
set1oall7 oarrlad out and to eea that aDT atab-
111a1ng aot~n whloh mar later beoo.. naoeeaar;r 
la taken 1n tlme. 

ror t ha 11111bera of euoh a group I would 
euggeet Hull, Wallaoe, I ckea , ! oolee, Jonea, 
Hoplt1na and 117aelt; and I would further euggeet 
that regular maetlnge be hel d, ear on 'rueeda7•· 

Ae 1netanoee of the sort of probleoe auoh 
a g roup 111ght oonl1der, the following, 110re or 
leu prau1ng at th1e tllllle , ooour to me: 

(1) l e the ••aeure now before t he Rou .. 
adequate aa a reooYer:y prograa1 and lf not, 1n 
what war ahould 1 t be etrengthaned or euppleMnta47 

(2) What trpee of R. r . o. l oan• wlll haYa 
the IDOet et11111latl~ ta..dl ate atteot an4 wbat 
podt1Ye afton ehould be .. de to 11e that tlle 
moner so•• outt 

(~) Oan and lhould Al!;r1oulture take atepa 
to s peed up ootton benefit paJllentll 

(4) Oan not Agriculture under Beotlon 32 
proY1de eubatantlal quantltlee of aurplue too4 
t o r reUet and euppUea ot ootton t or the 'f.P.t.. l 
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It '*• r ••••'loa ln•"•'• , .. 1 eboa14 
like h haft aa opport1aa.Ur to u ..... U wUil 
70•· 

f he PNddea,, 

f he WbUe lou••· 

lov• daoeN17, 
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llY d•ar llr. Prelidant: 

I abould like to present t he following auggaation for 70ur consideration: 

'l'l a t you create i nfomall7 a group of advhera who will act a.a your 

•general ttaff' in devising meant and wei~hing auggeationa from any aource 

to make the new recovery program aa effective aa poaaibla, to aee t hat it ia 

energetically carried out and t o tee that any atabili&lng action which maT 

later beco,.. neeeu&r7 h ta:<en ln time. 

For t he meobara of auch a group I would auggeat Hull , Wallace, Iekea, 

E.eclea, Jonea, Kopldna and myaelf; and I would further anggeat that regular 

meet1nga be held, tQ¥ on TueadQ¥a. 

~· l nttancea of t he tort of problema IUCh a ~roup might consider, the 

followinB , more or leta preas ; ng at thla t ime, occur to me: 

(l) Ia the menaure now before t he Kouae adequate at a recovery program; 

L~d if not, in what WST t hould lt be ttrencthened or aupplemented? 

(2) What typea o! R. 7. C. loana will have t he 11>0at at1mula t1ng !.!!mediate 

effect and what poaitive effort should be made to aee that the 1100ney goea out1 

(3) Can an4 abou1d Agriculture talco atapa t o apae4 up cotton benefit 

paJ'C\ento? 

(4) Can not ~ieultnra under Section 32 provide aubatantlal quantitiea 

f 
of aurplut food for relief and euppliea of cotton for the I', P • .A.. · ·tPkru· a? 

ffte ltu\ ea.tt \e let% cx tebde' bet I c1te theae merelT a a types of matter• 
~~ 

which auch a group might con aider a nd fool ow up anergaticelly whe.n a
11 

daciaion 

1a mado~r- · 
If thia ~atlon intereah you I ahould l1ke to have an opportunity to 

dtaeuaa it with yov 4 ,, r 
Sincerely, 
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~:!U!lDUl.! OF Tl!!: DAT 1S ACTIVITIES 

l4tl,y ll, 1938 

To: The Secretory 

::'ro. : :.:r. llagi 11 

1. The taz bi l l 

Tho prob'~ wne for tho t az bi l l t o pass the Houoe this 6! t crnoon. 
I ro 1 n~ort1ed t hat Senator Xing oucceeded in puttine through t he Senot e 
a concurrent r noolu tion intended to bl"oaden tho i nvent ory Sl:lendmont for 
t he put!cule.r benefit of the copper smelter" Md brt~Bs msnufs.cturera. 
I do not ye t know whut &et!on wao t &<en on the r eaolution in t he Rouee , 
"llt hou:;h :.!r . lloUGhton told me ov• r th~ telephone t hat l:e did n?t want 
to r-ee it eo through t he Rouse w1 t!wut tu.rth&r dis cu .. ! on between b!a 
co .... ittee 51ld tl-e l'rc:.aury. 

~. iorei=n tax tre"-tiea 

Deputy Co~issioner X!na i nforms ce tha t t he Oover noent of the 
::etherl nnds is sendit>t; r epr esent' t1 ves here in Juno to negotia t e a 
tront y ~i th us for the ol i m1~tion of double t~~tion and for coopera­
t!e~ in tax enforcement . The treat y will pre"wnably be a long t he 
li"e• of the treaty ~hich we now have wit~ irfnce. 

3· Liquor floor s tock tax 

A band of 15 diet1ller s end liquor retailers &ppe:.r~d tbia afte~ 
••JQII to urge t!:e t t he Treneur:r a t rolJ6].y support their proposal for a 
floor 3tock t ax on li~uor, to supplacent the 25f a gallo~ increaae in 
tax which beco:es etrective J uly 1st. I told theo in aubstanee that 

' rs 1...; 

th•:r ought to work with Conereas o:> the subject , since it was essentially 
n <,lle, tion of l eciola t1ve policy. They i ndicnted that they bed no hope 
of seCUi·int;: legislation from Cofltlr ess unleu t he Tronaury would bnek 
~h~ proposal . They au•e sub•ti ttins memor~.nda tomorrow for fur t iler con­
• iller l\tion. 
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hlc!a;r - 11:30 a. •· 

llr. va.,...olda 1 

llr. Harper called all4 eald that llr. 11e .. at t he 

lhl te llouM aalced that nOIIl:>&tlon papere be oent Oftr 

S..ediateJ.T tor Coaptroller ot tbo CQrrenCT - DO - cl,..a, 

1tr. ll&rper told 1tr. 11e .. that the7 would haTe to co thrOQC!l 

regular ehanneh and l t would talce a little Uae. 11e .. 

oald lt he could not oelld th• oTer at once, th'J' would co 

ahead and aake th• up o,..r there. 
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! Jla,J 11, li~ 

(D1otate4 Jla,J 12 , lG38 

I gaTe the attached reoord of ~ oon•eraat1on with 
Oongreaeman Woodrwa to ll1u Le Hand at 121:50, J1a7 11th, 
and abe returned 1t by a Seoret 8erT1oe agent at 10 
o1 olook, Kay 12, 1938. 
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0 0 

Operator: 

11.!4.Jr: 

Clifton 
lloodrum: 

lloM .Jr: 

W: 

a .l4.Jr: 

W: 

f! . :J.Jr: 

'. ... 
11.111. Jr : 

~: 

B.ILJr: 

N: 

li.o ... Jr: 

W: 

II.II.Jr: 

Bello. 

Congresscan Woodrum. 

Hello. 

liay 5, 1938. 
10:01 a .m. 

Go a head . 

Good morning, Mr. Secretary . 

How are you? 

Fil ? ,. thank you. 

158 

Woodrum, Be.L: .. "'!MMl-_rlnrv6o Jus t been talking over this 
relief bill and rl~e to ask you a questi on if 
you don ' t 01ind. 

Yes. 

I was under the impress ion tha t the method of handling 
the finances and the accounting is going t o be changed. 
I ~ean up to now all of these appropriations - I mean -
or allocations go through the Bureau of the Budget and 
t o the President, and then we do the account ing . 

Yes • 

Now, is that going to continue or is that going to be 
changed? 

Well, I - the question bas ari sen there as to whether 
those appropriations should be made direct to Hopkins 
and these agencies or to the President and t o be 
allocated by him. 

Yes . 

And I think he would like to have it made direct t o 
the agencies. 

Are you sure of that? 

\Vell, I -yes, yes . I 1 l.l Just tell you ilbat happened 
about it. 

Please. 
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W: 

H. ll.Jr: 

'tl : 

H.U.Jr: 

W: 

H. M. Jr: 

N: 

H. li .Jr: 

l l f 0 .. . 
:I . IA.Jr: 

"li: 

H.!i. Jr: 
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Aubrey Williams brought us word that the President 
had told Wr. Hopkins he ' d like to have that done. 
The next day Dan BeU told us t hat the President t old 
bim he didn't want that done. 

Yes. 

So I called Jimmy Roosevelt' and I talked t o him, and 
he communicated with the President, and the Pr esident 
sent back a message that he didn ' t care anything about 
it, he'd leave it to Sam Rayburn and myself . But then 
I t alked t o Jimmy Roosevelt and I got the impression 
from him that perhaps the President would like to have 
it changed . Now, that' s the way the thing has 
developed . I don't • •. • 

Well, I - I, as Secretary of the Treasury, feel very, 
very strongly about it . I think it' s a mistake, it' s -
there ' s been- everything has been on the level . These 
allocati ons - they stay within their money 1 they stay 
within the \'loodru:D Amendment . 

Yes . 

The only way - after all, the Treasury people are 
financially-minded, we ar e bookkeeper-minded; that's 
what we ' re hired for. 

Yes. 

And a lot of these thing s that go to the President the 
President t urns down becau.se he doesn't think they 1re 
practi cal. It gives us some chance to see that they 
keep within their appropria tion . 

Wel l, I - I see all tha t • 

And - and I• m so disturbed about it, I ' m going to get 
off a r adio to the President Just as Secretary of the 
Treasury . 

Well, you go ahead and do that, l et me know wha t you 
hear from bim . 

Because if t hey'r e going to do the other thihg, - ah -
I don ' t know any business tba t lets the - tbe - doesn' t 
have some check-up on - on the salesman. 
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!:l.!i.Jr: 

W: 

H.M.Jr : 

n·: 

!:I.!I.Jr: 

W: 

H.li.Jr: 

W: 

!:I . I.I .Jr: 

W: 

B.ll.Jr: 

li.lt . Jr: 

'II : 

R.!.!.Jr: 
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Well, the President has evi dently committed himself 
to Hopkins to let the appropriation be made direct. 
It looks like tbat!s what he ' s done. 

Yes. Well •••• 

And that - now, I Just don 't know what to do. What 
we're trying to do is to fix it the way be wanted it. 

Well, I 1 ve asked Dan to fix me up a cable giving me 
tbe facts, pointing out the dangers to the President . 

Yes. 

And, aside from everything else, towards tbe public ~ 
I mean it looks as tbough Congress says, wwell, we 
don't trust the President, but we trust Hopkins and 
we trust Farm Security and we trust tbese people; 
but we don ' t trust tbe President." 

Well - ab - of course it's subject to that construction; 
yet on tbe otber hand, the President gets out trom under 
some of this fire and bell-raising that there's been 
over this program, you know. 

Perfectly true, but •••• 

And he'd still have control over it, liter ally, because 
whatever he'd tell Harry Hopkins to do, be 1d do it. 

Well, I know, but be can't follow it tbe way tbe 
Treasury and the Budget does for him in every state, 
with officers and accountants and careful supervision 
of the money . 

Yes. 

And •.• 

Tell me what you get on that, Yr. Secretary, and will 
you let me know as soon as you bear? 

I 111 let you know the second I bear . 

Thank you, sir. 

Thank you. 
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NATIONAL RESOURCES COMM ITTEE 

NORTH INTERIOR BUilDING 

WASHINGTON 

-.y 11, 193tl 

Frcaa 8ubo.-1ttoe on steel Pro4uoto Prio .. 

Subjoot a The prioo of oteol pro4uote 

franaitt.d her.-nth 11 a report ot the ... bo lUll on uo 

prioee ot oteol pro4uo~•• 

!he oubo.-itteo b&l proooeded u tar.u it t11ll juetWed 

111 thout turt:bor e&ill.ng ordoro. 
. 
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Tho pr1no1pal probl• wbioh 11 inYOlnd il cotti~~& asr-nt 
on the part ot tho obiot' r.dora.&. ac•noioe wbioh are oonoerned 1n the 

type ot prou-a wbioh .... h&TO aucceated. Tho eubo.-itteo, oo .... 

eiltiDt; ot pereODe who were oricinll£¥ ••berl ot the larp Bu1J.dinc 
llatenall COII&itteo, waa not repreoontat>. n ot all tbe aconoi .. 

OODoorned 1n th11 probl•, a inoo 1tool 11 uaed in 10 a&JiiY p.t.aoo1 not 

dirootly related to tbe hou11Dt; 1nduotry. 

The 1ooond -jor que1~ion in'I'OlTII what --.y eo• to be a oo,... 

tllot With tho lo11141Dt; and epeiii41Dt; procr• ot the Admlnletr&tion. 

Thie 11 tnM beMuao the aoet iaportant oard 'llbioh t11o Main! otrati on 

hao to pla:y 11 u o retuaaJ. ~ .. bu:y W1ll11 prio• edjuotaezn;a are 

••our-.4 . 

!.OUie a. BoaA 
Departaont ot .&uiou.l~o 

• 
Departaont ot Jutioo 

~~~ 
r.otoral !nolo c-inioa 
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liOrdoM1 Bsekiel 
Depal'taed ot J&:riwlbft 
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X..oa a.loreoa 
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Work• Prosrou •&etn' Rr&tioa 

. ' 162 
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The recommendations below are di rected to the obJec­

tive or securing sufficiently lower prices of steel produ?te 

to stimulate purchasing by introducing some price competition 

in the industry. 

A. RECO!liJENDATIONS 

I . Purchases with Federal funds . 

~ •. That all government agencies which buy steel direct 
.... 

&U&pt uniform purchasing poli cies. 

2. That this policy shall require purchases priced 

F.O.B. the mill or shippi ng point o.nd refuse to 

name the delivery point in advance of bidding. 

a. With the industry functioning at 60 percent of 

capacity, tho Federal Government may be respon­

sible t or as much as 5 percent of steel purchases. 

However , at the present rate of nctivity, some­

thing over 30 percent of al l conotruction steel 

awards are t he result of Federal Government 

financing. (See Appendix I.) 

b. Names of Federal Government agencies and types of 

purchase are indicated 1n Appendix II. 

3· That government agencies letting contracts which in­

volve t he use of steel insist that the pricing of 

steel covered under those contracts be priced F. o.B. 

mill. 
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a. Procurement 

b. Maritime Commission 

c . Army (including Engi neers) 

d. Navy 

e. Veter ans Administrat i on 

f. TVA 

g . Reclamation Service 

h. Inland Waterways Corporati on 

4. That gov ernment agencies maki ng loans use t he lend­

ing power t o secure F.O. B. pricing on nurchases of 

steel products under the contracts let by t he bor­

r ower. 

B. RFC- r a l ls, util i tie s , et c . 

b. PWA - to local munici pa11t 1es, etc. 

c . PWA - Federal contracts 

d. Public roads 

e. USHA 

f. WPA (Procurement) 

II . If competitive bids cannot be secured, negot1at1one 

should be opened with i ndependent suppli ers (Sears , 

Ford, et al.) to buy direct from t he steel plant 1n 

whloh t hey own an i nterest , 

III. A "buyers 1 preference• bill should be introduced 1nto 

Congress to permit buyers to take delivery F. O. B. (See 

attached draft, Appendix IV.) 
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IV. The Department of Juetioe should make a "flying squad­

ron• investigation to uncover any evidence or collu­

s i on on price maintenance. 
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v. The Department of Justice and Federal Trade Commiss i on 

should collect all data gat hered b7 various agenci es . 

The purpose of collecting such data will be to bring 

var~ous pressures of the Department and the Commission 

to bear to secure a modificati on of t he present pricing 

system, perhaps leading ultimately, i t necessary, to a 

suit for combination in restraint of trade. 

VI. Tariff act i ons. 

1. That under the United Kingdom agreement all steel 

products included in the public announcement s, i n so 

far as possible, r eceive the maxi mum tari ff reduction. 

(See list attached as Appendix III .) 

2. That if the Belgian agreement is reopened, further 

substantial concessions for steel and cement be made. 

}. That a substantial conoesslon on rails be included 

in the pr oposed new trade agreement with Canada. 

(Effecti veness of these i nstruments is 11m1ted because of 

t he following: 

a . Probuble agreement on pri ce and division or market 

by international agreement; 

b. Size of freight r a t es 1n comparison to value of 

pr oducts pr events i nfluence of lower prices mov­

ing awa7 from local port areas.) 
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VII. The Navy and War Departments should undertake an exami­

nation or alternate sources or supply through expanding 

existing government-owned plant s or through purchase or 

through l ease of existing private plant s . 

B. FINDINGS 

I . The nric l ng policies of t he industry oannot be stated 

d~f1n1tely . However, analysis indicates: 

1 . That ? rices of most steel products are under str ong 

control. (See Appendix V.) 

2. That the control has been accentuat ed in recent 

years . (See Appendix V. ) 

3· That the control has been achieved by a complicated 

mechani sm functioning through: 

a . Delivered prices 

b . Multiple basing pointo 

c . Frei ght rate books 

d. Ext ras and discount books 

e . •understandings • on territorial price d!fferen-

t1als . (See Appendix V,) 

f . Exchange of price information 

g . L!eetings to discuss prices and price i nf ormation 

h . Resale price maintenance 

~. That present prices enabl e t he U. s. Steel Corporation 

( tor example) to •break even• i ncluding interest and 

preferred stock charges nt a 4o-45 percent level of 

pr oductive capacity. (See Appendix VI.) 
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5· That publicly quoted prices in the steel industry 

are a combination of real pri oes and •quotations• 

168 

of prices for pr oducts which are never sold, Henoe, 

analysis is ditricult and at times has a •reel" of 

unreality. 

a . Price quotations of raw materials {ore and coke 

and lL~estone) mean little since the princi pal 

companies own their sources of supplies. 

b. Price quotations of pig iron {except foundry pig) 

cean l ittle since little pig iron is sold and the 

price which buyers pay is not known. Most pig 

iron used in steel manufa9ture never becomes 

•pi g • at all but in continuous process moves di­

rectly into steel production. 

c. Prices of semi-fabricated steel products are 

significant since these products are sold f or 

use in the secondary and tertiary steps of manu­

facturing. 

d. Prices of semi-finished and tiniehed products 

have f a i led to adjust to the downswing of other 

prices exoept for ralls and oold rolled sheets. 

Rail prices did not rise pronortionately 

with other prices in the period 1933-3g, although 

some rise did occur. The last decline wae instru­

mented by Government intervention 1n 1933· The 

Government refused loans to railroads unless 
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prices of rails were reduced. Even thie decline 

was disproportionat e to the decline of other steel 

products. 

Cold rolled sheets are under heavy pr essure 

f r om motor manufact urers and dropped about $2. 25 

per ton in J anuary 193g (from $79· 50 t o $77.25) . 

II. A public pricing policy. 

l . In unregulat ed competit ive i ndustry the only s i gn1:! 

cant criterion for judging t he validity of prices i s 

whether they are of such a character as will permit 

industry continuously to function at high levels of 

production. 

2. "Fair• prices and •ta ir• profits are concepts appli­

cabl e only to public utiliti es . Even regulated 

utilities sometimes tail to earn Judicially-determined 

•fair• profi ts (N.B. railroads). I n unregulated in­

dustry busi nesses are ent i tled to a fair chance t o 

make profi t not to a fair profit . 

3· There i s no chance ot relating i mmediate costs of pro­

duction dir ectly to immediate prices in t he steel in­

dustry. When costs decline with r1s1ng volume, prices 

rise and vice versa. Sales troa i nventory complicate 

the price- cost rel ationshi p since on a decl i ning mar­

ket inventory must be sold at l es s t han •cost • and on 

a rising market at more than • cost•. 
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III . What basis is there t or Judging t hat steel prioee are 

i nterfering with t he t u.notioning or the economy? 

1. Steel products are used in the early stages ot pro­

duct ion ot many t ypes ot manufacturi ng activity. 

170 

2. Steel constitutes the moat import ant raw material 

element in t he prioee of durable goods which have 

f all en only 3 percent from t heir Karch 1937 peaks in 

contrast to the tall ot 16 percent in the prices ot 

non- durable commodities. (See Appendix VII . ) 

3· It joint demand and Joint costs are lmnortant (as in 

the construction industry), the ooets ot many build­

ing material items have already shown considerable 

adjust ment . Steel prices have not. 

Lumber and brick have shown reduction. 

Pl ulllbi ng and heating equi pment have declined 

only slightl y ~ neither dld t hey rise in a manner 

s1m1lar to lumber and bri <lk. 

Cement pri ces have behaved llke steel pri ces. 

4. The price ot steel scrap , one ot the pr i ncipal mate­

rials or steel manufacture, has declined. Busi ness 

men who watch this price woul d i nterpret i ts movement 

to warrant a reduction i n steel prices. (See Appen­

dix VIII . ) 

5· During the l ast tew months labor coste have r i sen. 

(See App endix IX.) Thi s rise i s more a funct i on ot 

rates ot operation than ot wage rates. There have 
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been ali ght downward adjustments 1n some rates ot 

wages in the steel industry. Furthermore, payroll s 

(blast furnaces , steel works and rolling mille) have 

· • declined 5) .percent between May 1937 and March 193g. 

I V. What price adjustment is neededt 

1 . The downward adjustment which took place between 

1929-1932 amounted to about 20 percent, tor example, 

Wire rods, lO. S per cent 

Steel sheets, 30. 9 percent 

(Rail e , 1 . 4 percent) (See Appendix VII.) 

2. During the recovery trom 1932-37, price rises varied 

trom: 

19 percent - t i n plate to 

101 percent - oaet iron pi pe. (See Appen­

dix VII. ) 

) . All c~od1ties dropped 31. 9 percent t rom 1929-32 and 

recovered about two-thirds ot t his decl i ne troa 

1932-37· (See Appendix VII. ) 

4. The drop in iron and steel during t he depression ot 

1919-21 was in t he nei ghborhood ot 4o percent. This 

was the one time in r eoent history when competitive 

pri ce making seemed to be at work in the i ndustr7. 

(See Appendix X.) 

5. We conclude that a r eduotion ot trom 20-25 percent 1n 

average prices would probably have an encouraging at­

teet on busi ness volume. 
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a. It would take the unoertaint:y out of future 

prices,!·~·· there would be l ittle anticipation 

of still lower prices. 

b. It would relieve those fabricators and sellers 

who have to deal in the open competitive price 

ranges or the squeeze in Whioh they are now caught . 

6. The more quickl:y this adjustment in steel prices is 

made the better. Slight reductions would be or no 

help since the:r would indicate further reduction as 

probable. 
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Awarda ot Construction Steal 

Since the tirat ot the 7eer about }4 percent of all eonotruction 

otael awarde of 500 tono or onr beve been aade ei thor b7 ageneiee of 

the J'ederal Govermoant or by contractors world.ac for at;enciea ot the 

Federal Government. The agenciea moat frequentl7 mentioned during thit 

1>oriod were the TVJ., the Procurement D1 vieion, Grand Coulee Dam, end 

tho Vnited States Engineer. 

About 41 percent of the awardo were aade by atate, IIIWlicipal, an4 

other DOn-J'ederal governl141J1tal ageneiea. It 1a DOt UD11kel7 tbet a fair 

proportion ot tho atate and ClUD.I.cipal proJects were financed either in 

whole or in part by J'ederal agenciea ouch aa the P11A or the WPA. It 11 

potsible , too , tbet acme of the ""arda claaaitied ae privat e , eapeciall7 

awards for apartment hcuaing p roJects, were alao financed in part by the 

J'ederal GoYern&ent. 

Du.rtag the period JemJSr7 1 to A!)rll 21 , 1933 the Federal GonrnzoeDt 

either baa exereieed direct control or lllight ben axarehed indirect 

control through ite banld.DC tunotion oYer one-third to two- thirdo of all 

coDotruction steel awardo. 

(A cheek wao made on .tx of t he largeot awardt claoo1t1ed at otate 

aDd aunl.cipal. The PU eaid tbet tour of t heoe were PU proJect., oDe 

wet a IPJ. !)reject, aDd tho other 118s not PWJ. bu.t mSD>t beYe been WPA.) 

Regraded Uclassified



t' 175 

__ !~ :Boolr::iago of Co11otructioll StM1 
.bania of fabrieat.cl atrucw.nr ;••••1, fabricated pl&teo, atee1 abeet piliag, &lid reillforci.IIC 

1 bare ill to11o . 

'I Source: Do Imp An 

Date ot tmp k • ~•ar41 gf 5QQ ~QPI Qt Q%1~ J.nnl.o Ulltder 
haue : J'edcr&l State &114 PriT&tel/ .. Total 500 to11e Total .t.wvd• 

: 0qurne ept 1/ t Mup1qtw.l 2/ I .. .. 
JaztA&r7 6 0 t ' 510 3.125 8,6~ 4,~ 1~,36o 

13 7. 773 , 665 2,700 17,1 1. 2 .545 
20 500 9, 26o 3. 455 13, 215 1o725 20,91!0 
27 2, 765 2, 845 3.255 8, 865 6, 705 15.570 

J'ebruz")' 3 13,955 7. 295 7,810 29.o6o 5. 370 34,430 
10 0 1, 200 2, 66o ~,86o 7.310 11·,170 
17 ~·o6o 1,~ 0 ,985 5.890 10,875 
~ ,780 1. 3.44o 15, 620 8, 385 24,005 

».rool 3 620 4, 610 3.205 8, 435 4 .585 13,020 
10 14,995 3. 856 3,000 21,850 6,695 28,5'15 
17 3 .090 2, 76o ~·905 11, 755 7,120 18,875 
24 5.250 6,085 , 855 16,190 7.385 23, 575 

April 7 64o 7. 680 5.135 13,455 7 .~5 20,-no 
14 10,700 9. 56o 1,990 2.2, 250 7. 5 29 . ~ 
21 2, 255 8,025 1,275 11,555 4,185 15,7 

15 week total 70,383 84,676 51,810 206,870 98,205 305.075 

'JJ J.wardo for or b7 the 'fVJ., Procurem111t Dh1a1on, United States Jll&illler, Gra.a.d Coulee Dam, etc. 
l110ludeo awards made b7 co11tractoro worldat; for agencies of t he 'federal Gover~~~~~~~~t aa well ao &warda Dade 

d1rectl7 b7 the agencieo. 
Y loclud .... ardo for proJect. tiMneed b7 'IPJ., YIA, and other Federal 8j!eiiC1eo. 
l/ I• 'udoo .. arda for apartDOnt bouoeo and o1mil&r pro'-~ta wntch ~ hATe been fillaDCed b7 tbe Federal. 

~ m=.ent. 
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ST 3 EL 
IIECIIl J l!!!!.i «H't § P.U A!l!!ull 

.wmrcr Tln TOllS T.ALim 

11011[8 PJIOGDSS JJIIIIISTIW'IOII Stl'tl.lltural 70,000 .4.4o9,110 
Rein! orcin« 14o,ooo 6,613.666 

r .lllll SICUl!In .t.DIIJIS9A!'Io:r Stl'tl.lltural 180 8,000 
Bei ntorcins 250 12,000 

TI'!D.US JJIIII18l'US'IOII Sllape a ( atl'tl.lltural 414 19.905 
Bar• (reintorcl.n«) 382 19,895 

Sheeta 25 1,200 
Reintorc!.Ds 120 5,000 

POll!' o~a lliPmllll'l' BOda ·~ l!66 
Bar• 1. 329 . 
Plate a 249.4o 25.282 

DIPJll!'lllll' or 'l'lll Ili'I'DIOR Sheeta 26 1,250 
Plate a 5 225 
Shape a 30 1, !100 
lleintorciJ!« 14,125 131.~1 
lla.ile 90 3.725 
stl'tl.llt'!'Zal (fabricated) 6, 01!0 1,131,16o 

lliPAIINIIII! or .&.alii OtJL'l'Ullll Ra1ntore1ns 2,220 l<ii:, 56o 

DIIIISSD T .ALUr AM'IIOBI'l'T Stl'tl.lltural 5,815 495.239 
Bar a 13,470 652,475 
Plat .. 1109 23. 2!6 
Sheata 110 8,910 
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J.GENCY 'l'YPX TOllS T.AI.US 

'I'EIIJIISSD VALLIT .All'!HORI'I'T (COm''D) Rail a & trl!ck 118.ter1al 669 97.423 
Strip 2.8 229 
Wire 2.2 454 
Stainleea atee1 8.5 7,102 
Pig iron 1 51 

Miacellaneoue gratinge, fraaea, 410 67,0111 
etc. 

Structure• 8,886 1,593,132 
Sheet piling 1,109 11.096 
Drill steel 1·3 2,330 

111TT DIPJ.Rl'IIIJI'r Bars 4,422 588,589 
Platea 45,169 10,706,185 
Roda 14.91 12,26o 
Sbapes 6,684 ~,101 
She eta 2,694 .946 
Strip 796 105,262 

I'J.ll IKPJ.II!l'IIZ!ft' Sheets 3.326 ~.:311 
Plates 5.814 ,226 
Strip 47 6,165 
Reln.torcing 15 1,JII8 
Bar• 38.766 1, 923.590 
Structural 19,915 1,280,872 
J.raor plate 287 513,011 
Wire 4 .4 3,038 
'l.'llbing 55 38,9()4 
llilleta 3,607 126,080 
Casting a 94 22,541 
J'orgi.nga 46 21,667 
Raila 295 14,635 
lliacellaneoua 7.633 761,!79 

TO'UL ALL J.ODCUS 4011,903 :n.691.298 
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tareqaph o-41t7 I».t7 under Pr e .. nt 
J.ot of clllty 

1930 

301 Iron 1A pip u4 1ron lrctl..t&e, DOt 
oontabl~~& 80ft tball o.o4 per cent 

$1.12i ton $1.121 ton 

ot pbolphoroua 

3o4 St eel iii&Oto, ooged 111&0ta, bloo•a 
and alalia, 1>7 wb&tner proce u 
aade; dle bloolra or blanka; billeta 
and bare , whether eolid or hollow; 
shaft ing; pr eaaed, abeared, or 
etuped ehap .. , not advanced 1A nlu. 
or con41 tion 1>7 u:t procen or opera.. 
tion aubaequent to the proceoa of 
atup1Ag; ~er 110lda or awe&ed 
,teel; gw~barral 8014a not in baro; 
concrete reentorc .. ent bars; ell 
doocrlptiono and ob&pea of dey oand, 
loaa , or iron 80ldad oteel caatlllgo; 
oheeto and platea and steel not 
opecially provided tor; all the fore-
goi ng: 

Valued abon 8 and not above 12 2!¢ lb. :!f~ lb. 
canto per pound 

Valued abon 12 and not abo.. 16 3t¢ lb. 3t~ lb. 
cento per pound 

Valued abo•e 16 cents per pound 20 percent 20 per oat 

304 Hollow bare and hollow drill eteel: 

Valued above 4 cente and not 1~ lb. + t¢ lb. ~ · above 8 oent o per ponnd on v&luea froa ~lb. 
4 to 5¢ lb . 

1-7/10¢ lb. + ~ 
lb. on valuea 
tro• 5 to 8¢ lb. 

Valued abo .. 8 csta and not abo .. 
12 oento per pound 

Valued &bon 12 and not &bon 16 
2W +!#lb. 

cen to par pow1d 
Valued abon 16 cente per pound 

Jt¢ + t lb. 
2(yf. + lb. 
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)05(1) 

}10 

312 

316( .. ) 

319(a) 

327 

328 

)28 

2 

The additi onal duty on alloy otee1 
under pancraph 305(1) of the Tariff 
.let of 1930 on u:r otee1 or iron in 
tho -ter ialo and arUc1ea •-•rated 
1.n per~ )OJ, )04, 307, )OS, 
)12, 313, 315, 316, 317, 318, 319, 322. 
323, 324 , 327, and 328 o f the o&ld act, 
and 1'alued at 110re than S canto per pound 

' ' 181 

Sbeets or plates of iron or eteel, or 1; per l b. 1; per lb. 
taggere iron or ateel, coated with tin 
or lead, or with a mixture of which 
theae metala, or either of the, h a 
component part , by dipping or u:r other 
proceu "'i, oc-erciall;y known aa tin 
plate, tern lilea, and tlg£era t i n. 

Saehea and rr..,eo of iron or oteel 25 percent 25 per cent 

1f1re rope 35 percent 35 percent 

I ron ateel anchors and parts thereof ; 25 percent 25 percent 
forgings ot iron or eteel, or of com-
bined iron and ateel ; not aaohined, 
tooled, or otherwhe adl'aneed 1.n con-
diti on by an;y proceae or operation 
subsequent to the forging p roceee, 
not opeoiallT prodded for . 

Caatingo or malleable iron, n.o.p.f. 20 pe.rcent 20 percent 

Lap-welded, butt-welded, seaaed, or 
jointed wro~t-iron pipe, not 
thinner than 65/1000 of 1 inch; 

I f not leee than 3/8 of 1 inch 
in d1aaetor 

If leoo than 3/8 and not leee 
than i of 1 1.nch 1.n d1-ter 

If leeo thani of 1 1.neh in 
d1aaeter 

!llbee, finiohed or unfinished, DOt 
speeiall,;y p r ol'ided for: 

Cold-drPn a tee1 
Seaaleoo wrought-iron 

~lb. 

J.i-; lb. 

l i; lb. 

~ lb. 

li; lb. 

1~ lb. 

25 porceDt 25 perceDt 
25 perceDt 25 perclllt 
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BucBeehd ~r•' Prefer ence• :&Ul 

It ohall be 1lllla.tal f or ezq enterpri .. which eelh or offer• 

for eale eo...,.,itiee 1A ooaerce1 

(a) t o retuae t o eell any web ec..o41t7 to any prc8l)ecUn 

purehaaer at the po1At of production or ehi:p.ent of euch c..,._ 

mo4ity; or 

(b) to charge for euch cammo4it7 at euch po1At of pro­

duction or ahi:p.ent a price hi&her than the 4el1nred price at 

which web anterprhe 1a c:urrentl7 wUliog to eell to web pr~ 

8l)eet1Te purchaser m1Aue the actual coet of tran8J)ortat1on from 

the po1At of production or ahipmant to the del1Tecy po1At at which 

euch deliTered price ie appl icable; or 

(e) to ref\l.ee to d1Tert or permit the diTereion to a new 

deeUnaUcn of any web eOBIOd1t7 wbich 1a 1A t ransit for del1nrr 

to a purchaeer upon nqueet b7 euch purchaeer; or 

(d) to retuae, when any euch CCD1041ty 1e eo dinrted 1A 

trN>eit, to ellow to the purchaeer thereof any coneequent re­

duction of traneporta tion chargee paid b7 the eeller; or 

(e) to retuae to eell any web coiRlOdity to ezq pereon 

beCIIIl .. web pereon baa d• •nded or h de.andiAc d1Ter a1on of any 

coaood1t7 1A traneit or del1Tel'7 of any c.-odltr at the po1At of 

production or ahipaent thereof. 

183 

Regraded Uclassified



JJI¥ enterpriae which oball 4o 8ZJ.7 wch Ulllawtul act 

or on&aee in 8ZJ.7 euch Ulllawtul practioe ahall be gullt;r of 

an unfair act or practice in co-erce within the meanin8 of 

t he Jed oral 'l'rado Commhaion Act. 

Noth1D(I 1a thia act ohall f orbid 8ZJ.7 enterprhe fr011 

aelecttne in good faith ita cuatoDtra 1n co .. erce. 

'l'hh act ohall be c1te4 aa the Delh'ery Practicea Act 

ot 1938· 
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l1nithed. et .. l pr1c•• etqM hipr 4Drln& th• 4epren1on, ud. 

roee higher ill 1937, ~ d.1d the pr1o•• ot 1101t other oo..od.1t1ee. 

The following chart OOIIpal'le th•n prlo• IIOT .. IIlh. 
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In apite o! the receadon 1D the laat half o! 1937, publiahed 

baso pricee of iron end steel at the end o! the :year were hi/Pler than 

1n 1936 , and, except in the case of heay:y raila, were higher than in 

1929. The following chart ahowa the rel&tiTe prices. 
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BASE. PQICE.S OF IRON AND STEEL 
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1~ the receaalon of 1937-38. publ1abe4 ateel pr1oee were ~ 

talned' wltbout ~. ex.c~t that tba pr1oe of ool4 rolled abeeta 

waa re4uoe4 .~ a ton in 7ebruary l9JS. 
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~ DO ccnc1uin erldeDce 1a a ... J.lable, it appeara that price 

!:>creases IJ> 193&-37 were t;re&ter thAn W&e neC .. Ift%'7 tc Otfaet c:haD&e1 

l o coat. 

Increase 1D prices of varioue products •........••.• 

1. Labor Cost. 
Increase in hourly earnings , Hovomber , 

1936, to Nonmber 1937 .................. . 
Wage l.ncroaee ae eet lmated by ~erican 

Iron and Steel Institute •...•....... ..••. 
Proportion o! labor coat tc total coot •.••.•. 

PerceDt 
Steel Peete, JUly 1937 . . • . • • . 38.2 
Daugherty, DeChaseau and 

Stratton, •!conomice ot 
the Iron and Steel In-
dustry"; 
in 1929: 

for eteol worke and 
ro1liD6 mille •.•..••.•. 

for finished eteel ...... . 
National Reeourooe Board: 

for 1935 .... ...... ........ . 
for 1936 ... ... ............ . 
!or 1937 •.••............ ... 

26.49 
27.9~ 

Increased coat due to labor estimated troa 
for ego 1ng :!'igurea •.•. .• • . •. . •.•••••.••••• 

2. Ovorhoad Costa . 
Reduction i n overbead coats per ton, tiret 

half o! 1937 ae co~ared with !irat 
half of 1936 (eetiM&tod b7 Rational 

Resource• Board) ..... ·• • · • • · · · • · · • • · • • • · • 

3· Uaterlal Costa. 

Percent PerceDt 
15-5 tc 23-5 

23.0 

31.0 
22.9 to 38·5 

5·3 tc 12. 0 

$1.12 

'llrenty-two tullr integrated colllj)&lliee controlled 86 per cent 

o! pig iron capacity, 91 per cent o! eteel aalcing capacity, and 

82 per cent of c~<pacit:r tor finished hot rolled products in 1929. 

~ producere are independent o! the p rice of pig i .ron, ueual17 
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of the prlce of oo1a1 or ore, 8114 on1:r parUall:r dependmt on 

the prloe of aorap. ~1er proc!D.oera were affected b)' the 

m oreue4 price of ~~&teriale. J'roa Jroy•ber 1936 to Deo•ber 

1937, materials roae aa followa: 

7\lr'nace coke •...... . ..... ........... ...•.. 50 cents per net 

lleaabl ore •••...••...•.•.........•..•.•.•• 10.0 per oent 

stael acrap (price decline after ... 
• - - 17.0, 0 

!4 ... 1ntenenin8 rise) ••....• .•........... . ,. 
-.':--. ~;;,:, 

Rerolli~ bllleta, aheet bare, and 
alaba ••........................ .....••• 

Pis lron .•.... .. .....•......... ........•.• 

Profite. 
Earni~ of 14 producer s of 

l'lrot oix aonthe of 1937 
l'1rat eix aontha of 1936 

to Mage a teel: 

Parcen tage of capacity at Which Un1 ted 
Statea Steel Corporation begins to 
earn 41 rtdende on co_,n a tock: 

Before price and wage increaaea •.•••• 
.Uter price end wage 1ncraa .. a , •• ...• 

15·5 • 
23· 5 • 

9.1 • 
J.O • 

5().0 
4J.O 

• 
• 

• 
• 

192 
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Publh he4 eteel prlc .. r-un u~4 for lOJ>C perlod.a. !hl.a 

cJu>raeterletlo bae be"" oonaplcaoua ~ r eo•t ;reara. It 1a Uluatrate4 

by t.he followlJ16 charta for four prodnctl, each of whloh ehowa the 

weekly prloe quotatlone f or t hat prodnct at each of three baein4 polntl 

over a perlo4 of yeara. 

1SJ 
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• 
e. h1Sh degree ot identltT. 

On oonorete reinforcing bara the identit7 ie leoo than upon -any 

other eteel p roducts, pre&UI!It.bly beoauae small jobbera and te.bricatore 

are ...,tin in this aarket. llnartbelo11, the identit7 eTen here h 

otrl.ltill£. !he 'follow~.~~£ two tablee e.nal7z1 the bids upon SO Go.,.r,.ent 

. 
pur~ 

' 

( l 
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lll!l IUXlORD Ql IUBUFAC'l'URIIlS .liiD lAili!ICAroliS Ql QQBCJm!: gj;NJ'ORCp!O !:!AU 
(llaa..t on aoal7ele ot 6o purcbaa... Oaaea ebowing ool.Jr 1 eat of Ue bide,) 

CollJ!)aDY Total No, ot llo. or A!!nlzo1a of n2n-t1! bl4• No , ot t1e oon-tie Higher thaD Lower tbp 
lll.AI lllda ~ida Ull ~l!l. Ul lilA 

St eel Yaoutacturere 

0, S, Steel Corp. 22 22 
Bothlehe:o Steal Corp, 36 35 1 1 
Jonea & Wu«hlln Steel Corp, 3 3 
Al:lerlcao RolUog lUll Oo, 12 6 6 2 4 
Inlaod Steel Oo . 7 7 
Lacl..te Steel Oo. 

~ 18 1 1 
Renublio Steel Corp, 50 4 3 1 
ll1ooour1 Rolling Yill Corp, 13 12 l 1 
Knoxville Iron Co. 5 5 
Youngatown Sheet & Tube Co , 2 2 1 1 
CalUMet Steel Co, 7 7 7 ColorAdo Fuel & Iron Oo. 5 4 l l 
Franklin Steel lorka 1 1 
Kil~ Car & round%-J Oo. 12 12 

Total tor Steel ~tacturera 198 175 23 16 7 

Select ed Fabricators 

Concrete £nc1neer1og Co, 30 25 5 5 Concrete Steel Co . 13 12 1 1 
!!ustn4 Co, 2 2 
I goe Broa. 3 2 1 1 
Joseph T, Ryerson 27 24 3 2 1 
11l oon-leeaner-11lk1naon Co. 6 4 2 1 1 
CGrroll-YoCroary Co,, Inc. l 1 1 
Dudley BN" Co , 3 3 So11h Steel Co, 20 18 2 2 

Total t or Selected Jabricatora 105 90 15 7 8 
Other Jobbera & labricatora 220 190 30 14 16 

Total all Co~ea 523 455 68 37 31 
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BID BOORD Or IWitiJ'AC'!UliDS .&liD rA!IIIICA!Ol!B or COIIC!Iftl IIIIDOICIJG BAU 
(Baaed on anal)'ola o! 20 purchaaeo ahow1ng 2 or aoro oob ot u o bido,) 

Oo"PaD.Y Total Tie An!!z:oh ot 'rio Bido y l on-Tio Analzoio ot lon-tio B!do lf Bido Bido lla1n AbaTe Below Bldo His!! I nt ermedia te Low Stool Uanufaoturoro 
u . s. Stool Corp. 17 15 13 2 2 2 Botbloh ... Stool Corp. 21 18 12 5 1 3 1 1 1 Jonu .to LIW4!hJ.1n Stool Corp. 7 7 6 1 £mor1oan !lolling 11111 Co. 15 13 5 2 6 2 2 Inland Stool Co, 12 12 9 2 1 Laclodo Stool Co. 13 10 4 3 ~ 3 2 1 !!apubl1c Stool Corp, 20 18 11 3 2 2 IU oaouri !lolling 11111 Corp. 9 5 3 1 1 4 3 1 lnortillo I ron Co . 2 2 2 
ToW>4totown Sheet & !\>be Co. 5 5 5 Colorndo J'uo1 .to Iron Co. l l 11 11 2 1 1 
Total Stool llanufacturero 1,34 116 81 18 17 18 11 4 3 

So1octod l abricat oro 
Concreto lnginoer1ng Co. 18 14 10 4 4 1 2 1 Concreto Stool Co. 7 7 4 3 Cowin .to Co, 3 1 1 2 2 Gunn , Carlo & Co. , Ltd, 1 1 1 
llllotnd & Co. 6 3 3 3 1 2 Joe. E. ~er~on & Co. ll 10 7 2 1 1 1 A. 11. Caatlo .to Co . 3 3 3 Soulo' Stool Co . 2 2 1 1 Worden-Allen Co . s 6 4 1 1 2 1 1 
!rotal Soloctod rabncatcro 

1~ 
47 33 4 10 12 5 ~ 2 Total Stool llanufacturora 116 81 18 17 18 11 ~ Total Jobboro 42 2] 11 12 1!! 10 !i 

Graad Total 261 212 137 33 42 49 26 14 9 
!} 'h.blo hoa41ngo rotor to aaln bid cluetor and Uo bido aboTO or below aaln bid cluotor. y Table hoa41ngo refer to non-tio bide which are above all tie bide, below All tio bida, 

or intermediate i .n thnt the.v aro w1 thin tho range covoNd b.f the ti e bid oprond • 

• Regraded Uclassified
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'J'ha following are bide reoaived by the Bureau of SUpplies and Accounta 

or the l!avy Department in ropl;y to invitations to bid on orders to be ghen 

by thio departma~~t . 'J'heae are only a f• of hundreds of cases of identical 

o1441DI: 1n the !ilea of the Bevy Dep&rt:aent and other g"OYeroaant departoellta. 

The attoched photostat aheeta are two pagea of a coep1lat1on ot 47 ~· aade 

by the Department of Justice of "Identical Bide to Pederal Gonrnaent Depart­

mant o nnd Agencies• by the steel industry. 

schedule 6173 - Steel Plate - Opened Oct. 25, 1935 
lot 913 - 14 bi ds (all i dentical) bid - $US, 712.69 

C"""'anie s 

Allegheny Steel Co. 
The Amorican Rolling Mill Co. 
Bethlehem Steel Co. 
Onrnegi e-Il lino1e St aal Corp . 
The Carpenter Steel Co. 
Jeaaop Steel Co. 
Latrobe Electric Steel Co. 
The Uidvale Co. 
R~blic Steel Corp. 
Ruatleas Iron Corp. ot Aoerica 
Shoron Steel HOop Co . 
Untversal Steel Co. 

Bre.ckenri~e, Pa. 
Uiddletown, Ohio 
Bethleh..,., Pa. 
laahington, D. c. 
Reading, Pa. 
laahington, Pa. 
Watervliet, N. Y. 
luhi~on, D. c. 
lla .. illon, Ohio 
Baltillloro, lid . 
Sharon, Pa. 
Br-1dseville, Pa. 

Regraded Uclassified
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schei!Ule 6l!o4. Jlickel oteel bar (aercllant bar) - Opened BoY. 5, 1935 
lot 444 - 1 bide (all identical) - bid price $U ,976.25 

Bidder a 

Cruci ble Steel Co. o! ~erica 
'!he llidYale Co. 
lllopubl1 c Steel Corp. 
Joo . '!'. !11'eraon & Son, Inc. 
!be 'l'lakan steel & TUbe Co. 
'llle You.ngotown Sheet & 'l'u.be Co. 
Cerneg1e-IU1no1a Steel Corp. 

v ... York, B. Y. 
Waahinaton, D. C. 
lla .. illon, Ohio 
Chice&<>, Ill. 
Can ton , Ohio 
Chio1141'0, Ill. 
1fash1ngton, D. c. 

Sched~le 6390. steel plats• - Opened Dec. 27, 1935 
lot 373 - 8 bide (all identical) - bid price $37,000.00 

B1dders 

Botblehes Steel Co . 
Ce.rnegie-Illlnois Steel Corp. 
A. U. Castle & Co. 
Central Iron & Steel Co. 
Jonas & La~in Steel Corp. 
Lukens Steel Co. 
OUa Steel Co . 
Jos . T. !11'eraon & Son I nc. 

3ethleh .. , Pa . 
Waabington, D. C. 
Chica&Q, Ill . 
l!arriaburg, Pa. 
Pittaburgb, Pa. 
Coateartlle, Pa. 
CleYeland, Ohio 
Chiengo , Ill. 

Some bidders aa above (8 b1ddera), lot 575, ateel p latea, same ache4ule­
all bide i dentical ($39 . 76o.5Q) except Cent ral Iron & Steel Co . , wbooe bid 
..... $43,000.00. 

-· 0 ;' 
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schedUle 6390. steal pl at•• - Opened Dec. 27, 1935 
l ot 379 - 5 bide (all i @lltioal) - b id. $14,100.00 

llidden 

llet blehea Steel Co. 
Lukeos Steel Co. 
Joa . T. ~raon & SOn, Inc. 
Alan Wood Steel Co. 
Wor th Steel Co. 

llethle., Pa. 
Coat .. rllla, Pa. 
Chica&O, Ill. 
Conahcbo<*:en, Pa. 
cl..,..nt , Del. 

Schedule 7260. Steel platee - Opened Karch 3, 1936 
2 lo ta (972 and 973) - 10 bidder a on each lot. 
llida of all biddera identice.l on both lota. Bid. price $12,21!0.00 

Biddere 

Bethlehem Steel Co. 
Carnegie-Illinois Steel Corp. 
J.. !A . Castle & Co. 
Central Iron & Steel Co. 
J on•• & L~in Steel Corp. 
Lukens Steel Co. 
Oti s Steel Co. 
J oo . T . ~raon & SOna , Inc. 
Alan Wood Steel Co. 
Wor th steel Co. 

Bethlehn, Pa.. 
Waah1Dgtcn , D. C. 
Ohica&Q, Ill. 
Barrhburg, Pa. 
Pithburgb, Pa. 
Coatearllle, Pa. 
Cla ... land, Ohio 
Ohiea&O, Ill . 
Conahcboclten, Pa. 
Ol8,1100nt , Del. 
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schei!ale 6o97. steel plate a - Opened Oct. 15 , 1935 
lot 670 - 7 bide (all id..,tioal) - bid price $14,25().00 

Biddera 

Bethlehem Steel Co. 
Cunegl~-lllinoh Steel Corp. 
A. W. Caetle a Co. 
Jones a Llllll:hlin Steel Corp. 
Lukens Steel Co. 
Alan Wood Steel Co. 
llortb Steel Co . 

Bethle~. Pa. 
W•ebiagton, D. C. 
Chica&Q, I ll. 
Pith'bur,., Pa. 
Coateaville, Pa. 
Oonahoboolcen, Pa. 
Ola.1J10n t, Del. 

SChedule 6o9S. Steel anglaa - Opened Oct. 15, 1935 
lot 673 - 6 bidders (all bide identical) - bid price $].6,055. 00 

:Sicl.cl.er a 

:Bethlehem Steel Oo. 
Carneg1a-Ill1no1a Steel Corp. 
A. ~. Castle & Co. 
Jonea a L""8bl1n Steel Corp. 
'lhe Phoenix Iron Co. 
Joa. T. Byeraen a SOn, Inc. 

Bethlehem, Pa. 
Washington, D. c. 
Chicago , Ill . 
Pitta'burgh, Pa. 
Philadelphia, Pa. 
Chica&O, lll. 

Schedule 6165. Steel ebeet - Opened Oct. 22 , 1935 
lot 886- 10 bide (all identical) - bid price $13, 667.07 

Bidder s 

Allegban;y steel Co. 
.W.rican Sheet a !ln Plate Co. 
'!he Caroenter steel Co. 
Crucible steel eo. 
Jeaaop Steel Co. 
Ludlum Steel Co. 
'lhe Widvale Co, 
Republic Steel Corp. 
Ruatleaa I r on Corp. of '-•rica 
Univeraal Steel Oo. 

Brackenri<~&e, Pa. 
'faebin&ton, D. c • 
R••"'"l• Pa. 
Jew York, If, T. 
'faebington, Pa. 
'fatervliet, B. T. 
'faebin«ton, D. c. 
Wua1llon, Ohio 
Bal. tiaore, Wd. 
Bri<l&eville, Pa. 
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Schedule 793~· Steel bare (merchant) - Opened WaT 26, 1936 
lot 137 - 31 bide (eJ.l identical) - bid price $20,727.26 

Bidder• 

American Steel A Wire Co. 
Anry end Saul Co. 
Bliaa & Laughlin, Inc. 
Bro111l-'llalea Co . 
"E. Corey & Co. 
A. Y.. Cnetle & Co. 
Columbia Steel & Sho£ting Co. 
Compreaaed Steel Drafting Co. 
Crucible Steel Co. or America 
Dollll8Jl end Dana 
Edgecomb Steel Co. 
%J.eaton Broa. A Co., I nc . 
Fai tonte Iron & Steel Co . 
Fi t zeimona Co. 
Arthur c. Harvey Co . 
Hill-CbD.ae & Co. , Inc. 
Jones & Lalli,lhlin Steel Corp . 
Keystone Drawn Steel Co. 
Lowell Iron & Steel Co. 
14olt rup Iron & Steel Co. 
!.!orris l'heoler & Co., Inc. 
Joe. T. Ryercon & Sons, I~c . 

Scully Steel Prodwets Co. 
Si:d tb 3roa. llardw:are Co . 
Stahleker Steel Corp. 
Syracuee SUpply Co. 
Union Drawn Steel Co. 
Western Automatic Uach. Screw Co. 
Wetherell Bros. Co. 
Wyckoff Drawn Steel Co . 
La S8lle Steel Co . 

'llaabiQCton, D. C. 
Boaton , Waaa. 
Buffalo, II. T. 
Boeton, Waaa. 
Portland, Maine 
Chieogo , Ill . 
Pittsburgh, Pa. 
l!yde Park, llaae. 
New York, li. T. 
Bergen, H. J. 
Philadelphia, Pa. 

' 

Lone leland City, II. T. 
llew:ark, II. J. 
Younga town, Ohio 
Boa ton, l.!aao . 
Philadelphia, Pa. 
Pittaburgb, Pa. 
Spring City, Pa. 
Lowell, t.lasa. 
Beaver Falla, Pa. 
Philadelphia, Pa. 
Chicago, Ill. 
Chic8&(1, Ill. 
Colu.cb'J.e, Ohio 
Cambridge. llaae. 
Syracuse, II . Y. 
t.lnaillon, Ohio 
Elyria, Ohio 
Cambridge, llaaa. 
Pi ttsburgb, Pa. 

. Chicago, Ill . 
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'!'he iron and ateel i n<tuatr;r h 4oJ01nate4 1>7 a tew large 

enterprhea. '!'be tollowt~~g t abla ahowa the percentage ot 

O«P&City controlled b7 the tiTe largeat co~anlea in 1934 

ond by the nine largest eompaniea i n 1935, ae well ao t he 

pereontn&e of producti on in 1935 controlled by the Dine 

l Ar&••L compAnies. 
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wa 
Perc•tec• of !oial. Oapac1t7 IUld 0...\polt 

of Tarioou StM l Produch 
Controlled b,r Larsea\ St .. l C~iea 

Proc!uct 
P!g !roD IIDd ferro ello7e 
Sttol tcgoto and etoal 

for caotiJI& - -----­
Blooco, billoto, & elaba --­
Ra!l produc h ---------­

Hoeoy ro1lo ----- ---- --­
LICht ra1le --- -------­

Splice bara and t1o platoo --

Total baro - -------------­
Flatu, Shear ed 

and unhenel -----­
!In 10111 black plate --­
'l'!n plato ------------­
Rt•'7 otructural ehapo• - - - -

Totel Sheeta - -------------­
Strip, hot rolled - - - ----- - ­
Strip, col d r ollod - ------­
Steel p1liDC - - --- ------
11ro, );ia1D ---------------

lla1la and s taple• - - ---­
Bubed, f811ce, otc. ---

Pipo and tu'bll.lar product's -

B.l. -------------------­
L.w. ---------------------
ilaotrtc leld - -----------
Soemleoo ---- ------------­
Condn!t ------------------
llochan!cel mbt.nc -----­

lhHla, (car, rolled oteal) 

- ----------------
lp1lc .. - - - ------

other -------------------
'l'otel 

Perectec• of ~c1~ 
eo,trolltf. na 

15 Largest 9 Larce et 
CCII!pani .. CCII!p&nioo 
ip 1?34 11 ~n m~ ~l 

n 
69 
74 
54 

84.7 
40 • .2 
84.6 
76.8 

715.6 
59 91 • .2 
56 • 81.7 

91.9 
41 74 • .2 
44 60.4 
.24 32.9 

100. 0 
53 49,15 

59.9 
59.8 

61 
7.2.0 
82.5 
99.3 
64.15 
84.3 
61.3 
79.1 
715.15 
83.15 
.28.8 
76.6 

Per ...,tace 
of 19315 
ProductioJI ..., 
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9 Larceet 
c.py.iet a/ 

87.4 
60.8 
87.7 
74 • .2 

67 • .a 
89.15 
77.9 
93.2 
77.15 
615.2 
32.6 

100,0 
63.4 
65.1 
60.6 

68.15 
69.4 
99.15 
61.4 
75.8 
79.9 
715. 15 
77.9 
89.2 
82.2 
73,15 

KRl D1T1e1on , • control of 
Geographic Price lelaUona 11n4ar Coda• of J'a1r CC11!pe\ U1on1 , Q' OutaT Sa14ler, 

Jr., llarcll 1936, p. 336. lllr. Seidler' 1 data ware compiled fr<a 1D1rector7 of 

Iron ad Steel 'fo:dr:a of t.he Uni\&4 S\atea ... d CIUlacla1
, 1936. 

l'icureo draWil froca a et&\•811\ ral ... ed to the 1Aduetr7 b,r the Jaericu li'OD 

and Stoel Inatlmte IUld baae4 u;pon report• to the lDaUtute fro. 189 ~h~. 
Includu t a me plate. 
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, 
Tbeae coocerna ban attaioacl. their present ahe pri.maril:y 

by absorbins co~titora. Their record ot union with competitor• 

la as followa: 

1. UDited Stotea Steel Corporation. 

Original orgiiAlution in 1901 includ.ecl.: 

Carnegie St10el Coorp1LQ7 
l"edaral Steel CoiiPILD7 
National Steel Company 
Amerloan Steel & Wire Co~aoy 
National Tube Company 
Shelby Steel Tube Sompany 
American Tin Plate Company 
Americ&n Sheet Steel Company 
American Steel Boop Company 
Allericllll Bridge CompM7 

Subsequent acquieitiona i ncluded: 

1902 Union Steel Company 
1904 Clairton Steel Company 
1907 Tenneaaee Coc.l, Iron, and Bailroad. Cocpaoy 
1908 Sboen Steel Wheel Company 
1924 Cyclone Fence Coapany 
1930 ColUDbia Steel Company 

011 llell Suppl7 Company 
1936 Virginia Bri~e ancl. Iron Coapaoy 

2. Bethlehem Steel Corporation. 

Origlnc.l org!IJI1zat1on in 1904 included acquialUon of 
entire atocl< of nine coapaDioa, three or which were later sold. 
Suos"'luent acquialtiona included: 

1908 Son Pranciaco Dry Dock Coapaoy 
1913 Fore River Shlpbuildlng Corporation 

Tituaville Jorge CompanY" 
1915 Detrick & Harve7 Machine Compon1" 
1916 United Engi neering Works 

Pennsylvania Steel Company of Peonaylvaola 
Penna)'l~ania Steel Company of !lew Jerae:y 
Caryland Steel Company 
Bc.l ti.J:Iore Sheet c!o Tin Plate COIIJ'&D7 
Lackawanna Iron c!o Staal Coapany 
AMricao Iron c!o Steel llanufacturins Coapany 

• Plant later eold. 
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1921 Bel ti11ore Dr7 Dock & Shipbu.114ing Cospa117 
1922 Lacka1JIIlllla Steel CoiiP&DT 

lJJ.dTale Steel and Ord.nt>Dce OoiiP&DT 
Cambria Steel Company 

1928 Atlantic Worko 
1930 Pacific Coaot Steel Comp&DT 

Southern California Iron & Steel Compa117 
1931 UcClinttc-Uarehall Corporation 

Levering end Oarrtguee Company 
Ray Foundry and. I ron l'lorko 
Hed.don Iron Construction Company 
Kalman Steel Co~ratloo 

1932 Seneca I ron & Steel COII})6IlY 

Bethlehen'e announced tnten,ton t o acquire Youngstown 
Sheet and Tube Co~~pan;r in 193(>...,_ ~clcecf"b;< lei:al procaedinge 
ot stoclcholdera. -

J. Republic Steel Corporat ion . 

Originel incorporation in 1899 conool\dated 24 compeniea. 
five more were added in 1904. Suboequent o.cquidttone includad: 

1919 DeForrest Sheet and Tin Plate Compi\D:I 
1928 Steel and Tubeo, Inc. 
1930 Berger !lanufacturing Comp&DT 

Central Alloy Steel Corporation 
Donner Steal Company, Inc. 
Bourn&-!'uller Co~ 
Union Dra11'11 Steel Company 

1935 Corrigan, HcX!nney Steel Company 
~ruacon Steel Companr 
!Iewton Stae1 CoiiJlany 

4. Tounc;otown Sheet & Tube Co"!?a!l,l• 

Grew prill&rl1y b7 npaneton from within until 1923; in 
that :f&ar more than doubled its aize by aboorbing competitora. 

5· Joneo and LaurJ>J.in. 

!lao grown primarilY by expanoion from within. 
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Steel producera 'belien that there 1o no u a 1n reducing pricaa 

when buo1Jlon 11 'bad. 

Stat••ent of walter S. Tower, azeeutiYa aacratar,r of tho Iron and 

Stool lnatitute: 

'l'he Cbe.inoan. If tho price of at" l 1a l owered -

llr. 'rower. It won't bring out ~ more bulineao. 

(Hearin&o on S. 4055, p. 270.) 

St"t..,ent of Willi• .l. Irrtn , p ralidant of tho United Statoa St"l 

Corporation: 

Our p r1ne1ple 1o to ma1nta1n a price. 'le <1o that 

in our OWD 1nteroat, firot, and aecond!T, in t h e 1nteraat 

of our cuotomera, 'becauaa we be.YO a IIWIIbor of thouaando of 

cuotomoro who are uaill« our aahr1al t o fabricate nriouo 

produeto, and i f we wer e to so out 1nd1ocr~~1natolT end cut 

a p r ice hero, there , and elaewhera to get a little buaineaa , 

we would be d1acr1minat1n& as&inst III&IIT ot our boot cuotomora . 

It we f i nd that it io desirable for us to set that 

particula r buinooG, and t h e cuatCIIller aaya , 1 I hue a better 

price from someone else• , we IIIII¥ take that buoineea . 

'?he Ch&iZ'll>llD. But 70u <lo not <lo it unleoa TOU f ind that 

aome one of fOur cocpetH or a 1o caid.J>g a better p rice. 

Nr. In1n. llo, air •.•. 
(HeariJ>go on S. 4055, p. 592.) 

Stat ement of '1. '1. Sebold, rlce p reaidant of tho Jolorican Bollin& 

11111 Colap~: 

.la f a r aa we a re concerned, we hlln a price. 'le <1o not 

change thot price unleea we t1nd oome'bod, aloe hao, .,d t hen 

• • be.•e t o chon&• our price or lose the bua1na... (Hearl.nso 

on S. 4055 , p. 45 . ) 
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!'hi• nlw:\anca to !ewer pricea i.a pec:aliarq atroac 1!1 ealaa to the 

StotemeDt of 111111 .. A. In1.n, pnatdent of the United Stet .. Steal 
Cozporatlon: 

I think I would rather loae an orcl.ar - - I would 
rather lo .. all the Oonn1111nt buoine .. than to 10 1!1 and 
011t a price end 10tabl1ah IIIJ"'alf u baiac a proclllcer that 
can the OoTera,..nt a l ower price then I pTe to rq 
recular cu.atc.aro who are bQJiJic contl!luowaq. !he 
Oonrma""t bwoineaa 1a aporadic. (llear1nc• on s. 4056 , 
p . 593. ) 

S\ateent of 11. 11. Sebold, Tlce pnoid&nt of the .Aaericen B.ollinc 
11111 Coolpaqj 

1'he Cbai...,. lbT ahould it be any 110re on pu.bU.c 
bicl.a than in the oaae of prhate laleaf 

ILr. Sebold. Juat for the raeaon that 1t I ahoulcl. 
quot e & prlee lower \han rq nnainal •l'k•t price. the next 
time the7 will ..te i t lower and it will affect the .arketo 
ner7Whera and I would DOt cain eJ>Tth1!1c b7 tt. 
(llear1JI&a on S. 4055, p. -64. ) 

Statement of D • .t.. 1!1lli&~~a , pr .. icl.ant of the Continatal Staal 
Cozporation: 

• 1le are DOt cob>c to quote, on any public bid, below 
the tull price • • • • 

Senator :Bona • • • 
public ""d the taxpeyara, 
0117ona elta, r~t aloa&T 

Do 7011 hen any reuon wbr the 
ae a 'INTer, ahould ~ 80re then 

llr. 11U l1.... 11&11, 7011 aapt to buT ll.ka .... of the 
other W,.an. 

llr. 111111.... Teu ahould not adnrt1u 701a"Pr1C&. 
(lleartn&• on s. 4056, pp. 67-8.) 
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Prices are a'WOwocUT .. t liT \be UDJ.ted lltat01 st .. l Corporation end 

followed by othoro. 

StatiJDmt of 11111• A. Inin, p r .. t4ct ot tho U..Ue4 Stat" Steu 
Corpora ttonl 

I would. aay •• ccerall.T lll8lto tho pricea . 

!he Chahman. TOll paerallT IMko tho pric .. T 

llr. Inin. Tea, air . 'fo conoral.IMko U.o pricea, u:olou 
oome ot t he other -bore of U.e tndna\17 \h1llk Ulat that price 
~ be too htch, end thq mab the price. 

!he Qlati'II&Jl. You lead. ott, then, with a price cb.arced, 
e i ther up or down, at Gaz7: 1o t hot correct! 

llr. Inin. Tea. 

!he Cbaii'II&Jl. I notice the price on llareh 19 at Chlc:aco 
tor aoft ateel ban wna $1. 90, while at Piihburch the price 
wae $1.85. • • • You were tho one thet fixed itT 

llr . 1n1n. 'fe tued our own price at $1.90 and. $1.85. 
'fa alwqa 110t1t7 the tracl.a papa ro. 1 \h1llk our c .... erctal 
people alwqo not117 tho tracl.a paJ>on and othere 1nhreatecl. aa 
to whet our priceo are. 

The Cba1......,. !bon U.e reat of U... follow thoU 

II r. I nin. 1 tl:l1llll: i.hq cl.o. !bat ta , 
cenot"Ul.T. !hq ~ q\IO)to U.o - prlceo, 
n oed """'" llu1noao • d 11011te a bet tor price . 
know thnt until 1t 1a o1'0r. 

I aq thq cl.o 
bo.t .qbe thq 

h cl.o not alwqe 

The Cbeiman. !ho10 are the excoptiono , are U.q notT 

llr. 1rY1n. Teo. 
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!he Chai,...,, 1'ho .. are loolrood upon ae t he price 
e11Hen in the indll8 tz:y' 

llr. IrYln. t .. ; and we han thtD wi\h u.e al.....,,, 
!he Chai.......,, !he,y represent a comparatinly emall 

percentq;e, do the,y noU · 

~r. I rvin. It deponcle, Senator, on buaineee conditione. 
1 would aa,y that when we are going at 30 or 40 percent, • 
b.e.Ye more of th .. with ue than whan we are going at 60 or 70 
percent, (Hearinge on S, 4055 , p. 595.) 

StatDent of D. A. lr1111amo, preoiclont of the Continental Steal 
Corporation: 

1'ha ccap&DT would endaaYOr to determine what base 
prices wore being quoted by i t a competitor• for ah1pmenta 
in territories for which Gaz:y ie a baainc point , and would 
adjust ita own quoted bose price in accordance with prices 
quoted by ita competitors. 
(Hearl~ on S. 4055, p. 66.) 

Statsuent of Charles r. Stone, president of t he Atlantic Steel 
~: 

'lbe:l the steel coaa~ began buain111 1n Atlanta, 
ita prodnch, of cOIU'a a , proaoptly Clll!le int o ccmpeUUon 
with products of other ateel companies in oth er eactiona 
of the coun;z:y • • . • The steel compan)' tried to gat ae 
much for ito cooda ae 1tl compet1t oro were setting for 
theirs at thoae deetinet1one where ~etitora were soll1nc. 
(Henrin&a on S. 4055, p, 49.) 

lederul Trade Commieaion Report to the Preaidont on Steel Sheet 
Piling, June 10, 1~361 

1'he eal11 II&Da4U of Jonea & t-pl1n, large aa it 
1a, s tated that 1\ could not oell below the pricao of 
coopetiton, aa t o do oo would bring about a rnino'u 
coapot1t1n condition, that it dae1red t o obtain aa high a 
price as He competi\on would petmit, and thAt it could 
not obtain a h1cber price than that of .,...pet1ton. n. 
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nco pree14a\ 1a oba.Js• of llal" for \he canoct ... nltaoto 
S\Ml Cui' 'l e\a\ ... \ba\ t.M!1 unr \eke tho iaitiatin 1a 
roduciDC pricae, an ...n ..... \a e'b\aia \he Mcbee\ poedblo 
price, and \bat it 1o a follac, \ o a \'-17' \o lacNUo 'bv.ai­
neoe 'b)' roclnclDC prlcoe • • • • 

fl>e aaloe IIAJIACU of Jollee a. Lenpl 1a alec 8\a\ ... \bat 
hie coapeDT, 'b-• of its -.llor eiao, feU co.pell ... \o 
follow \he pricae of \be u. s. St"l CcrporeUon. (p, s. ) 
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Price• are aomet imee fized by diaeuaeion and formal agreement 

"'"'~ 10embers of the induetey. 

tetter from J.. J.. Dorenbuach, general ~er of aaleo, to 
tile preeident of the .Andrewa Steel CompMy, J.uguat 17, 1935: 

It wae not definitely decided until late 
lalt evening to put into effect for fourth 
quarter a one price policy allowing the sal?anized 
aheet p rice t o remain at $}.10 per 100 lb. fo~ f24 
Ill'"&' base f . o . b. Pittabur~. J. few of the larger 
lntereeta 1111ch as !fairton and Inland were ln faTOr 
of reducing ~price to $3 baae !or f~ gaup f.o. b . 
Pittaburgh bnt thie was f inally .cl;eTe,tted and 1t w"" 
egreed to allow all p rice• to re""ln the e&JOe aa now 
ln effect. 

'llle announc8lllent of M tllrther Jobber allowance 
after October 1 will be made by Continental on 
TueadaY of next week after which all mille can 
announce lrkewise. We, ot couroe , in the meantice 
will notify our people. • , • 

I discussed the automotive eituation with 
Neil !1ora last evening and he informed me that while 
eome little tonnage was placed oeveral weeks &&Q, 
DOtning more h&& been done and thAt all the t>ille are 
holding tiruly to their p rice• and are e:xpecting that 
additional t onna&ea will hnn tc be placed aoon. , •• 
(Deyartcent of Justice filea.) 

Stntecent of E. t . Parlo:er, of the Coluabia Steel and Shafting 
Co lllllNIY: 

Tne Chai1'!!18Jl, I SJJ aelcing you 1! yon do not 
do it by an a;;reement or understMding, t hat aa the 
price of t his other prodnet goee up you tiUta""'tieally 
rniee your price? 

Ur. Parker. I wo1Lld anewer yea to t hat . 
(Hearlnsa on s. 4o55, P• 17~ 

21? 

St~tement of Uilliam J.. Irvin , preeident of t he Qnited Statea Steel 
Corporation: 

'!'he Chairman. Do Mt r epreaentativea of your 
COII!pMiee participate ln aeetinga with other ateel 
COtlpaniea at which aarlcet condltio111 and pricea are 
diaeuaaedl 
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llr. Irrln. Yo talk of -..1tot coll4it1ono , 
Tbat 11 one of the twlct 1ono of the ino t1 tuto 
man we set tosether. Ia talk of -..1tot co1141-
t1ono, whet tho poaaib1litiao are, and ~riceo 
in varioua localitieo, toreicn competition, how 1:11ch 1o coming in nt thio port or tbAt port , and at whAt price it 1& eoaia& in; at what price 
foreign ~terialo are being eold at the T&riouo eonporte, and an)'thins that would naturallT &riae in connection with tho oteel indnetry, &114 other inclnatriu as wall. (Hearingl on S. 4<l55, p. 596.) 

Letter from Walter S. Tower, executive oeoretary of the American Iron and Steel Inatitute , to Norborne llerltoley of the l!othloJJ.a Steel Corporation, 4pr1l 22, 19;61 

In line with our converontion loot week, 
I Jotted down ooooe raodoa noteo concorn1ns 
ootle aopecta of prieoo which a1sbt be worth 
while diocussing at the Institute meeting on 
L'~ 213, • • • I hand them on to you tor what 
they 1flt!Y be worth. (~art,..,t of Juatice !ilea, ) 

lleply fro"' .Eucene Groce , prooidont of the l!othllhoD steel Corporat ion, the followill& day: 

I hen your letter of J.pril 22, enclootns 
notes on pr1eea, I have an 1daa Joa upacto to aeo you t hie week. I bad a talk w1 th hia in line 
with our diacuuion, and a ball of courae let him aee tho notea, (Department of JUstice !ilea.) 

In 19;6 the industry undertook to mainto.in priceo by a co11eertad 
prosrt\<1 of public price annonncaaonh which 1t wao bolio•ed would · 
r educe price competition by mak1DS unannounced coneeaoiona violat10DI 
of the Cla,yton 4 ct, 

Let tor from ll'al tor S. Tower, exacuti ve aeoretary of tho 4l'o!er1ean Iron and Steal Inatitu~a. to J:ll4ona Grace, prealdant of tho llethlahoa stool Corporation, Jaonarr 4, 19;6: 

• • • But 1t do .. .... to .. that the ow 
-.;,, it t here 1o azq ~, to create oatia~actory 
conditione, and to coDtine tha co-rc1al preble• 
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within the limite wh ere the,-~ not p rovo dilaatrou.a 
to the indWi tl')', 1o t o bo !oWid throuch t he ..a.iua o ! 
eo• cogplate record o! what are the co ... ercial 
policiea and practice• o! the l eading COIII!>alli .. ill the 
indu.at%"7. 

Recognizing t he fact that t he collll:leroial prort­
Biona of the Code are now a closed book , t here appear 
to be only two ~· in which, without too ~erioua legal 
Uab111tieo , t here can be aey general or open record ill 
reepect to t hese • i t al attars. '!be firs t of these 
""311 io to follow the reooa:enciation which ,-ou made 
some JDOntbs ago concerning the publication by important 
118mben of the industry of formal liota of prices !or 
thair reap eotive produc to, together wi th s tatements o! 
the ext ra• applicable and terDB and condi tions of aale. 
I s til l t hink that adopti ng your aU&gettion would help 
more than aeything aloe which now aoemo peraiaaible, 
to correct the dif!1cult1ea of which t he entire iftdua­
t%"7 io tull,- aware. It aleo aeemo to •e quite poasible 
that i f a group of a ... oral of the pro1:1inent cogpanie a 
decided to follow aucb a pol i cy, none of the other 
p rominent producera could 10116 a!!ord not to !all in 
line, if for no other roaaon than the impl i cations 
ariainc f rom t he f ailure of any procinent compa11y so 
to declare i tself publicly in respect to p r ices and 
co~roial p ractices. (Departoent o f JUatice f iles . ) 

State:>ent by Charl es :a. Hoole, preaident of t be .bericall Rolling 
Uil l Company, enclosed in hio letter to E. '!. Woi r , National Steel 
Corporat i on, January 16, 1936: 

.. . It seems to me useless to atteopt to cure t he 
general i lla of the steel induatr,- until wa make up 
our minds t hat we will courageously and definitely 
reaiot the p reaauro of t he auto..,tive or en:r other 
large cono\ltling illduatry to brefllt down a p r i oo s t ruc­
ture that will pe rmit of a rea aonable return on our 
inveoted capital . 

.l decioion to make aucb n ote.nd can olll;y come , 
of couree, i f aa and ~hen t ho maJor steel companio$ 
make up their mindo that their p r ice acheduleo are 
an open book, t hat all purchasers are t o be treated 
alilco and that Wlderco•er 108thods of all lcinda aro 
outlawed completel,-. If en:r illduatr,- or ~ co~ 
i o to be gi•en a price bot tor than t he carload p r ice , 
it cot be lcnown b7 all o.nd i t 11111t be a de!enoi ble 
practice that can bo obown to be in t he public inter­
eat. (Depart lllent or JUa H ce !ilea.) 

219 

Regraded Uclassified



Letter by J. G. llcltown, ueiotant 'Yice-preaident end asaiatant 

general 1118oJ1a8er of aaleo of the Carneg1.e-Illino1a Steel Corpo­

ration, to all ~ero of aalea, Way 21 , l93b: 

re will begin our price announcement program 
b7 announcint; pricea on Ban 4lld Snell Sbapaa, 
later Strip, t hen Sheeta, end our other coamoditieo 
will be given cona1deration aa proaptl7 aa poaai­
ble. 

We are giving you thie advance inforwntion, 
however, ao that you can organize your program 
for aending out t his announce~ent. (Depart ment 
of Juotice f1lee.) 

Second letter by J, G. McKown to all manager• of oalea, 

I.!IIY 23. 1936: 

• • . We are ho.ving aent to you today an initial 
aupply of the following price announce:nent fo..,.. 
It will , aa atated 1n our letter of lla)' 21, be neceaoary 
!or you to announce prices to )'OUr indiTi duol cuoto~ra, 
combining commodi tiea where you find it 1e appropriate. 
In fi~1ng tbeoe priceo the uuual pract ice of adding 
the publiohed oll-rail rate of freight, or ua1ng arbi­
trary ratea aa eat abliohed , will be followed •.•. 

In ualns t his a ethod of naml.ng deli •ered p ricea 
1n our announcec ents, it ia ob•ioua it would not be 
appropriate to i nclude t18l1)' of the factoro previouoly 
made n part of our q~tationa , but, nevertheless, all 
of our established practiceo will be follo••ed in 
arriving at ~ch delivered p r icee . . • • When such 
pr l ce announcement a are made to t h e trade we are 
obl i gated under t he Cl&¥tan Act to abide by these 
prices without &n1 deviation. (Depart.,.,nt of Justice 
files.) 

Articl e in Iron -'l;e. January 7, 1937, by c. E. Wright , l.lane.g1ng 

Ed i tor: 

. The 1110ve toward open p r iceo -• inH1ated 
by'!'. 1.1. Girdler, chai l'IOAI1 and p resident of 
Republic Steel Corp. , who, in making an announce­
oent of Republic'• second quarter pricea atated 
tnat •The new method of ioauing price• hao been 
adopted by Republic in t he ezpectation t~t it 
would lead to elimination of unfair trade p rac­
tic e& which ha•e grown up in the eteel induotry. 
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!beae unfair practices have included secret oon­
cellione , cliacr1a1natory pricea aa between cuatc­
mera, rebatea and other methode harmful alike to 
l>rodacer and conWJMr. The steel induatr1 baa 
becoae notorious for auch practicee and for ita 
1Jiabil1 t;y to ean> a fair profi t. ll;y el1a1nat1Dg 
theae practice• and a4opt1JI&, for the first tiDe 
in ito history, a eound mercllaDdising policy, 
the ateel industry could aake a great contribu­
tion to general recovery. • 

Thua ., .. ini rtated the moot wcceeatul price 
otabllhing mvoment tile steel industry hao expe­
rienced, other thao the Steel Code. lN.riJI& the 
re..UI>der of the year cost of the oteel COliJI&Oiea 
followed Republic's example and made public announce­
ment of ti:leir eelling pricea , with the reault that 
the last three quortera of 1936 were r eoarkabl;y 
free fro~ price catting, either open or oecret, 
tbe general underetonding between steel companies 

and their custc""'re being that an,y change in 
published p r ices would be similarly =uncad. 
So10e eupport for this price policy was received 
fro•• the Rob1neon-Pe.t~ .let, which, thouD'l 
oontllsill8 to many, aeellled, at l81lat in tho opinion 
of coat latrJera, to be aimed at some of the prac­
t i ces the steel industry had long indulged in. 
(pp. 65-66.) 
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'!'he indlle\1'7 hao contilllled in the poet-code period the fo~a 

s)'o\10 of pricl~~& which puftiled llllder tlw code. !be orfect of thie 

a:totOIO 1e to fix tho relaticnehip of prioeo of Yarioua eteel prol!llcta 

and of prices t.t ...ri011a locatlono ao that the enUre price etructure 

1o <lttel'lllned when a f ew baoe prices han been naae4. J'ol"!O>lao ueed 

include the following! 

1. plxod t xjraa for mJo11ty. 

,.. 1nduatq quotes pr1CII on certain defined baoic pr odllcto and 

oakes extra char«•• for variations in chemical content , length, width, 

th1dtneas, shape , DOthod o! cutting, e t ra18hten1ng, &IIO!IIbl1ng, teet­

in« , !1n1sh1~~&, and the like. 

l.tarlcedl7 under the code, 011d to a lllllallor extent since , ch8118ee 

1n the.. extrae are ueed to llllllc:o oubs tan tiel increaoeo in price. J'or 

OX&IIple, aol)'bdenua eteel rode used in llllllc:lng tire chains wore in­

creo .. d in price about 62 per cent under the code b1 increase in extra 

char;;11 for qual1 ty, accordinc to co11pla1nt b7 a bll.Ter O·f auch rodo. 

Onder the code tho .. extrao wore printed in a book heued b1 the code 

autborit7. S1noo tbe code, oeparate extra 11oto haYo boon printed b1 
tho different coapaniee. 

'11th lllinor chances, the extrae ueod are a batanU&lq thooe ueed 

under the CO do, 1!10 oxtrae are 0 till resardod &o tel'lle j ointl)' eoeed 

upon, and are ~erTiood by t r e.de a .. ociations. 
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Letter f r 011 J. :1. Stmffer, purchaatn& ~nt of the 
.t.. II. liTera 0o!1p8117, to Apollo Steel Co~, J'e'bruai'J' 27. 19}6: 

• • • ACcording to 70\U' letter of J.ugu.at 29. 1935. 8Dd the tfnlfoN J:xtrae &114 De~ottoAa 
acloptecl b7 the .aaertcu Iron and Steel 
Inatitute , the 1390 lbe . ahould be charged 
at $15 per 1.'1!. and the 1976 lbo. obould be 
charged at $7 p er l.t. (Departaent of Juatic>e ttlee.) 

RoplJr trot~ the Apollo st .... eo.pan;r, J'e'brua17 28, 19361 
• • • 1'e fincl that you ar;io~"; in that 
we onroharged you and we ere onclooin& 011r 
Credit 11e110ranclull #96 which we t=at acljuato 
the ... tter oat1efactor1]J. (Depertaent of 
Juo tice ftlea.) 

Letter fro• l!yron J. Coorntecki, 'rice preoiclent of the .t.. II. liTer a Co11pany, to lleacle :B. llcl'horoon, lllt\Dager ot tube And pipe ol\leo of the .t.llegbeny Steel Collp&JIT, June 10, 19361 

You ere unclc>ubteclly bOilnd b:r tho llllifoN 
!xtraa and Dec!uotiou of the Iron and Steel lnduo try for your pro~.ct 1n the eaae wq 
aa we are for oura. You w111 t1nd on refer­
ring to Section Go , top of Pego 2, that 1t 
couplintPt are requir ed t or out len&th opec1-t1cat1ono, an extra charge will be .acle. 

1'e ha'OI ohoolced and find that it 1o UAl.­
for. practice ..01141: oteel p ipe .anutacturero 
to charge extra for the couplin&o 1n euctl:r 
tho e•e •anner ae we charged you. (Departaent ot Juotioe tileo.) 

Letter fro• Cherlea II. Parker, aeoretary of the technical ooa­llittoe of the .t.aerioan Iron and Stool Iutitute, to Sbaroa Steel Hoop Coapany, Sopt .. 'blr 4, 19351 

In order that we ~ ha•e a reliable reoord 
in reepeot or new extrao or chan&~• 1n pre­
rtouo]J pt'bliobecl extra. applicable to Strip 
Steel, 1t will be eppreo1ated 1t you will 
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.... cl "" two copiea or ;your lat aat card or 
extraa cowrillc t hat p:rodnct. (DepartaeDt 
of J uatica t ilaa . ) 

Lett er froa the praaicliDt of the Concrete lleintor cillc Steel 
Inoti tute to 1 . 0. l al.ker . n ee pre aiclent ot the Concret e 
!Jl&iDeerin& COIIpaQ, JuJ.T 22 , 1936: 

I n looki n& over your price publi oati oD 010 
r ei nforcin& bare and opirela epplicabla to 
t he Chicago territory, I DOte that ;you haw 
not published a price on cont illuoua welded 
otir :rupe; nor have you publiahecl pri ce t or 
111111~ encle of bare, nor aey r .. tri ctiw 
opeciticatioll u tra; and for apirala. ;you 
han not published en:r extrae for cold dr..., 
wire nor an;r dad:llction tor api:rala coiled 
only and not a aaa::ablecl. 

In addition, I have not r ecei ved your 
publi cation of p r ice on acceaaor iee which 
you adviaed me by telephone aeveral waeka 
ago would be proaptly issued. 

ln l ookin& over the pr ice publics tion 
issued b7 l(r. J . 1. nein of your Detroit 
Office and epplicable in that territory, 
I notice that aoaa of t he oaiao i ona ••o­
tioned above occur in that pr ice publica­
tion elao but in add1 Uon t he re h one 
Tery aerioua o•iooion in that no price 
1a shown tor an&ineer ln& in connection 
with Jobo OTer 1000 tone . 

C~ I not aok your co-operation in the 
pUblication or p r ices 1n aofar ao your 
present oDee are not co~lete aa cleecri bed 
in thio l etter ? (Department of Juatice !ilea. ) 

On .l.uguat 8, 1936, the Concrete .!Qgineer in& Co~~pan;r raTiaed 
ita price announc011ant in aubatantial accord with the ._ 
&eotions of tha fora&Oi n& letter. 
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2 . lixt4 oxtru for puetitY. 

~otod pricea applT to purchuoe of a ott111clard qupt1t7. ZXtra 

chargeo aH aade for .-llor -to. u4 for .... proc!D.cto ~ 

tiona are granted for Yfll'7 lal'ge pcrobaoea. ChaD«•• 1n quant1t7 
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. extraa are 11lcewiae uoed to ~ p r 1c11. 11nder tho code, qupt1t7 

extrao for bot rolled eh••to were ra1ood about II() per cODt, for bot 

rolled otr1p abau.t 88 per cent, for aerclwl.t ot·Hl buo about 24 per 

cent, IIZld for tool atoel , about 11()4 per oent (1Mri&OI upon aw-ogato 

of ~t1t1ea repreeent1.ng Al'1tbaetio aean of ei&e sroupa IQbjoot to 

~tH7 extras). Since tho oodo, o.xtrao on 111811 qupt1ties ba,.. 

tended to increase, but oome new deductions bave been granted for 

ler~r quantit ies. ~tity extraa wore printed with quality extrae 

under the code, and han been pr inted with thea in the extra lhta 

of the 1Ddh1clual CC>IIpell1oo aincl tho code. 
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3• Onoting pr ·ice e at tetabliahe4 byiv poip,te . 

steel produoere follow a practice of quotia& deliver ed pr ioee 

on iron ..,d ateel produch other tlum heaYy ra.ila. lor each aporta.nt 

product, baee pr ice quotatione are publiehed tor epecitied leealitiea 

celled baoillf: pcinto. 'l'he price of a product dal1Y8red at a baaing 

point ia the ba.ae price plua extras , plua an arbitrary allowance tor 

local awl. tching ehare;ea . 'l'he price of a product delivered at u:T 
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other point in the United States ia a price computed by adding trai&ht, 

not !ram the point of ahipment , but from the baaing poi nt . 

The various do!!!eatl.c ateel pr odlleta have from 3 to 9 baaia& 

points. Pig iron has more, the mmber for 12 toun4ry p i e be1Q& 20. 

Under a ~ltiple basin& point STatem, p rices in the area conti«UUUI 

to each baaing point are calculated from t hat baaing point , the baae 

(;Overnine an)' deatinat1on bein& t he one whose baae pr ice plu.a fre i ght 

to the deatination will give the loweat delivered price. On rail 

shipmanta within t he baae area, mUla located at t he baee pay freight 

equal to the freight they charge their cu.atomere, wherea.a milla lo­

cated at other pointe pay either aoore or lese freight than 1a included 

in the delivered price. 

'l'he exietence of a multiple basing point &Tatem in the 1nduatry 

was frankly a.da1tt ed by exe~tives teetl.fyl.ng before the lbeeler 

Coa:>l.ttee on the bating poi nt bill. The United Stataa Steel 

Corpora tion and Bethlehem alleged, however , that all their important 

op eration• were looated at or very near basing pointe. The actual 

d1a tri!Qt1on of eapacit7 relat1n to basing pointe in 1934 waa aa 

shown in the following table. 
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22? 
TABLE ~ .. DISTRIBUTION OF CAPACI'l'Y WITH RESPECT TO BASING POIBTS 

l ot at But 
At Within 50 Rot Within 
Basing JUles of 50 JUles of 

PRODUCT Point Basi ng Pt . Basing Pt . 

% f, f, 
Total 

PIG IRON 12 , g3~.700 ~. 85 1~. 9~9,255 ~7. 58 3,637,600 11, 57 31,~21 , 555 
BLOOUS 
BILLE'l'S & 
SLABS 12,ogo, 2oo 25. 2 22,9~.020 ~1 · 9 l2 , g7~.300 26. 9 ~7.916,520 
LlER, & CONC , 
BARS ~.092 , 200 29 . 1 5.776 . ~0 ~1. 0 ~.209,325 29·9 1~ ,077 . 925 
SHr:ET & TIN 
PLATE BARS 3,119 , 6o0 33· 5 5,113 ,300 55·0 1,067,020 . 11.5 9,299,920 
STRUCTURAL 
SHAPES 1,~7 , 500 26. 1 3.53~,800 65. 6 ~53,000 g, 3 5,395. 300 

PLATC:S 1,521,350 2~. 7 3,080 ,300 ~9· 9 1,566,200 25. ~ 6, 167,850 

SHEETS 512 ,100 6. 3 3,075,200 37· 6 ~.581,500 56.1 9,168,800 

HR STRIP 586 , 000 11. 8 1,707 ,500 3~· 3 2,688,000 53·9 ~ . 9gl,500 

CR STRIP 225 ,900 2l , S 382 ,500 36· 9 ~27,200 ~1. 3 1, 035 ,600 

TIN !.! , BLACK 276 , 500 10 . 3 1 , 565 ,400 58. 1 849 ,900 31. 6 2, 691 ,800 

Ti l~ PLATE ( 1) 306, 380 10 . 6 1,797 , 550 61. 9 799 ,450 27· 5 2,903 ,3g0 

SKELP 1,133, 000 27 . 1 2,444 ,200 58· 7 59~,000 14. 2 4 , 171, 200 

PIPE , etc. 1,327,6oo 15· 5 3,742,6oO ~3· 7 3' 488,200 ~.t 8, 558 , 4oO 

WIRE RODS 780,000 18. 1 2, 255,000 52. 4 1,269,000 29· 5 4 ,304 , 000 

WIRE NAILS 
& STAPLES: 
BARBED WIRE 
& FENCI NG 306,650 9· 5 1,817,700 56. 6 1 , 087,850 33· 9 3, 212, 200 

WI RE DRAWN 762 , 500 19. 1 1,6o6 ,~0 ~. 2 1, 631,900 ~.7 4,ooo, goo 

41 , 272,180 75,812, 125 41,224,445 158,308 ,750 

26. l'f, 47. 9% 26. <J% l OO'f, 

74. of, 
(1) I ncludes small quantity of terne plate . 

Source : Repor t of N.R.A. on the Operation of the Basing Point System in the I ron and 
Steel Industry, Nov. 30 , 1934. 
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The basing pointe noor in u ae are oubetent1all,y tllooe which were 

u••d. under the code. The follooring tabie obowo buill& poi.nts D8Z1ed 

in industry price lioto in 1936 aa co~ed with code baeing pointa 

!or t he 8&me prodncto. At leaat four price lio t a were available for 

each product included in the table. and at leaat half of theae liete 

mentioned each baaint: point ehown in the table ae a poet-code baaiue; 

point . Omi ssions and additional bases are oentioned in footnotes . 

rae additional baooa are new points o! quotation for soMe coapaniaa. 

and possibly for all. ODbaions. however. are due to the tact that 

ao~e concerns show price liats for reg ional circulati on and mention 

only bases in a r e61on, and aome concern~ calculate prices at certain 

bnsint: point s by addi ng fixed differentials to the prices at other 

basir.t: pointe. Hence OMi aoione probably do not reflect variatione 

in prnctice. 
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4 . 8al• at dalinr ed prioaa o!!ll. 

Statament of Bobar\ Grarg, vice praeident of the United 
st~tea Steel Corporation: 

1tr. Greg. • • • .I.e a aat ter of fact oar 
prices, be tDc delivered p r ices, and ;ycr~ ba-
1"4 a cuatoaer located at Ol.enland - and 
let us euppoaa that ;you coae to our mUl at 
Pittsburgh for steel -- "" would naturally 
aaoume that ;you wanted deliver;y at Clneland, 
and our pr ice would be aada to :you baaed on 
;your delinr;y point . • • • 

The Cllail'llall. .And if I leave Clnel1111d 
1111d come t o Pittsburgh with 117 truck, with 
aome caeh in 117 hand, and want to ~ for 
t hat steel , ;yon wUl not aell it to me , wUl 
;you, nnleu I gin ;yon 117 name and 117 l oca.­
tlon, where I am going t o take itT 

Kr. Gr~. .I.e a rule "" know that: ;yea, 
•1r . 

The Chairaan. I mean if yon do not 
alr~ know who I am. 

Kr. Gregg. lrell , "" wlll find out. 

The Cllairaan. Tea; ;you wlll find ont who 
I am , and if I told ;you I lived in Clneland, 
and t hen I take the ateel to aome other point 
and should go back another time ;you would 
charge ae the delivered p riceT 

1tr. Gregc. Ye would endeavor to secure the 
delivered price . 
(Bearings on 8. lio55 , pp . 205-6. ) 

Stat ement of rranl< B. Koeachl, vice prealdant of the 

Newport BolliJl& KUl OoJ11iP&Z171 

'!he Chairaan: Suppose I C<IGle to ;your 
plant and aelc for aoae ateel . J'ould ;you 
aell it to met 

ltr. Koeachl . Y• would probal>l7 a .ak ;you 
where ;you wanted it delivered. 
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!be ChainaD. Suppo" I cue there rith rq 
tru.ck aD4 bacb4 it lliP and did 110t t;in 10U rq 
dutlnatlOD. 'loald 7ou oell •• t ho oteelT 

llr. ll<>eochl. 1JI would .. u 70u the otoel , 
but ,.. would a44 .., arb1tra17 10110uut. 

'l'he Oh&lnaD. Tou would juot CUIIIT 

llr. lloeachl, Teo; ,.. would juat gu.ooo. 

Senator Bone, Bow would )'OU detera1ne the 
1ante1T 

llr. lloeachl , We would pro'babl7 notice the 
lleen11 on the truclt. 
{Be~ on S. llo55, p . li!J.) 

Letter tl'om Jobn 7. Benne .. y , 111111>a4er of ael .. of the 
Bethleh• Steel Corporation, 1b:y B •, to J.. 11. 
Caatle & CoiiJ!)aq, llarch 6, 19361 

.U adTioed, in T1ew of the lnqulr:y aaldng 
tor price• f.o,b . oh1pp1ng point, we are de­
clining to quote t he lfar Department direct on 
thh inT1t a t1on, due to the f act that we do 
not quote t.o.b . mill pr1eeo. (Depart ment of 
Juatlee fileo.) 
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t o the Sobechter deo1e1on, the cbail'IIM of the Traff1o :lxeout1.,. .. 

Alaoolation for Saatern Terr1tor,r wrote to the T1ce prea1dent of 

the Pennayhan1& B&Uroad, July 12, 1935, u follO'HI 

I ban a1Dce ..icerta1Ded the Iron and Steel 
1Dat1tute, whl.ch 1a adheriDI; to the prortdone of 
ita former code, ia atUl atrontlT deairoue of con­
t1nu1Dt; tbia arrangecent for fear the &baenee of 
euch arr~ent will deat%'07 the effort of i ta 
11embera to continue adherence t o the code. (Depart­
cent of JuaUee fUea.) 
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Uae of all-rail freigbt ratea regardlaae of metbod of 
ohilli!Dt. 

'l'he 1Acl.uatey haueo & frei&ht book wll1ch l1ato all- rail 

freight ratea throu&hout moat of the countey and combiJ>.ed 

rail and ocean rates thro~ South J.Uantio porta. llhen th1a 

book 1a 1Acorrect it 1a used niiTerthaleaa untll 1t 1a corrected. 

Letter !r0111 0 . IT. Br)'te of t he traffic departunt of 
the Newport RolliAg !llll COilJ!lllll¥ to E. '1'. Butlar of 
the J.merican Iron and Steel Inetitute, NoYember 9, 1935: 

J.l we have not been furnished with 
supplement carr,y1ng aimllar oancellationa 
aga1net ;your Freight 'l'ariff llo. 2, will 
7011 pleaae inform the writer 1f ve oball 
be £Uided b;y the corrections as hereto­
fore mentioned or 1t we ahall adhere 
strictly to :rour :Freight 'l'ar1ff No . 2 . 

Repl;v b:r 11. 'l' . Butl er , llovember 13, 19351 

l n the meantime , 1n connection with 
the queation raised i n the eecond para­
graph o! :rour letter i t 1a m;v underetanci.-
1Ag that unt ll such time ao the rates 1n 
7Micht Tariff !To. 2 are changed , the 
ratea to be used are those carried in 
:rrei£)1t 'l'ari:l'f No. 2. 
(Department of Juetice f 1lea. ) 

On lotarch 17, 1936, !our biddera eubmitting bide on steel 

aheet p ll1ng to be used in California b)' the Federal Oo'n>rnmant 

added 39 centa per 100 pounda to the Pacific Coaat baa• price, 

in apite o:l' t he fact that a r ate l ot cent s lower he4 been flled 

with the Intere tate Commerce CoiiiiDinion more than 3C da)'e pr e­

Tioual)' , and he4 be cone eff ect in 4 de)' a before the b ide were 

opened. 
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uaed. 

TestimoQJ of William A, IrTin, preoident of the United Statea 

Steel Corporation! 

, , , Bow, if we were to aall .aterial at a lower 
price delivered b7 reason of haTing b&rgo delivery 
in, let ue ~. Cincinnati, thnn we would make to 
the eort sort of fnctory located inland 20 aileo, 
we would give the lll&lluf'acturer in Cincinnati an &d­
vantilge over all those located in, we will •111• 
Indl&n4polle, Coluabus, or eloewhere , and that would 
pro•te to be detrioental to hlo i nterests , So in or­
der to keep hill ol'tio!ied a.nd on a f l'ir competitive 
baois it would be necessary for uo to make the aame 
price to the inlnnd plant that we would make to the 
plant on water. • • • 

I think froro the atandpoi.nt of water it h fair 
t o t he producer of IIWlterial to tal<e &dvant66e of bis 
natural location on water, and bis ability to obip 
by water, considering the expenee be is put t o in 
the construction of docks and other facilities for 
londing • • • • 

Well, I tboU«h t, or at least I tried to make that 
char, that 1t io not only a queotio.n of getting a 
natural advantage, in one inatnnce as e;;;ainst another, 
but usually get tift6 the advantage of 111a11utnctur1ng 
material when a manufacturer has placed vast auma of 
monoy i n the improvement of hie pl~LD.t and i n hie meth­
ods of tr~LD.oportation: or of a small plant do..., the 
river ~ho locate• there for fabricating purpoaao, get­
ting an ad•antage which will diolocate l!undredo of 
otbere who have placed their plants iDland, fabricat­
ing the oame sort of materials. 

• • • 'fe could not afford for tho purcbaaea of &OJ 
one concern to destroy the entire price atructure tor 
all the steel we make and h going forward. 

The Cbl'iriii&D. Then you tul that it would deatro;y 

the price structural 

llr. IrTin . I do net feel that way, but I knew 

. . . 
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the Cba1Naa. I aabd 1011 a -t aco - aD4 
I will repeat 1t - 7011 atate4 7011 would acrae t.hat 
'Wiluo oteel aUla oaloul&te4 4111Teey coato ill 
termo ot a coomon 11041 ot tranoportatlon, eueh aa 
all-rail , the deliTered prioaa could Dot be i4aDt i­
cal at the place of 4111 ney. 'fila t 1a the real rea­
aoD tor oalculatillg 4eliTOl')' ill terae of all-rai l 
freight, ie i t ootf 

Mr. Irri.n. Tea • air. 
(!!ear~ CD S. 4<>55, PP• 584-87. ) 

! .. t1110D7 of 1 . J. Clarke , rlc a pr .. i4aDt ill cbarge of aaleo 
of the :&.public Steel Cor,porat1oDI 

Sallator Sh1p atea4. .illd the COillllllllra aD4 the 
ahippero do DOt get the bcefit of lower watar 
traDoportatloDf 

llr. Clarke. lo, Dot neooaaaril7. 'lb7 abould 
theTf l'e are Dot realq ill buaillon tor philaD­
throp;r. 
( Hear1ngo on S. 4<>55, P• 168.) 

TutiiiOey of Bobort ()resg, Tica preoident ot the UDited Statea 
Steel Corporat ion: 

!be Chai~. • • • !be effect of t.hat 1a that 
7011 put illto 70ur pocket the .utterance bot•een 
what it coato 7ou to abip that otoel b7 water and 
what it coats the other fellow to ohip it b7 rail! 

llr. Clre;rs. H h conceinbl a that it would coot 
uo 110re to abip b7 -tor \han it would coot h1lll to 
abip b7 rail. I will ci to 7ou an ,.....,le. 

!be Chal.nan. :But , cenorall7 apaaldng, that 1a 
not truef 

llr. ()ragg. Genernll7 apaald.ns I will aa;r t hat 1a 
1a not true. 
( l!aarillga on S. ljo'5, P• 210. ) 

llbeD abipmanh are ade ill the bQ;rer'o t ruck , the practice now, 

a o 4ur1Dt; the code, 1a t o allow the lnl;rar an ... cnmt equal to &5 per­

cut of the carload all-rail fre1ght cbarce fro• the l&1ll to the 

4ootlnaU on. 'fhc deliTel')' 1a a4o 1A the aallar ' a t ruck at poillh 
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not r.aobed lilr rall, a car~ ebarce 1e ~. b . pv.b11ehe4 pr1c. 

lhh tUn 1a - n.r1a\lon 1D \ hie cherge. !he tollow1Jig a\at .. 

ment I.JI a letter wrUt• J'lme 21, 1935 , troa \be eaahl'll \ratfic 

...ana.!!• r ot \he lle\hlehell at .. l Cozpo3\10A to \be aaoreiazT ot \be 

trattio c:.-ittee ot iM JJuri- Iron aD4 Steel lllatiiuie, 1Dd1-

le will r eT1ea the chargee t or Ann•pol1a •• 
aoon aa 7ou deienoine \be proper ti"'Ck'AC ellargea. 
(~t-nt ot JuaUca tUaa. ) 
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6. QI;IQl&\igp of mjs;e at tbe aitt gf lA 14fpt.1fie4 etnu;tPJ:e 

in taltt tg f&briqatqra. 

Ul>der tbe buiat; point qst•, whlch dalllee fabrleaiora a 

l>uyiat; adYalltat;e fro• location near a oteel •111, fabrleatora 

for.nerly foulld it worth whlle to 'buT their et"l at a dht&llee 

in order, by uee of the fabrication in tr8Do1t prlnl..,;e, to 

r,ot reductlone ill freight Oil their ahip1010nh Of fabricated pro­

duets, Onder tbe code the ahel induotry quot ed oteel tor ~ 

identi fied etruoture at a prloa determined by the location of 

the atructure, ratber than by the point or daliTory to the fa'b-

ricator, 'rhuo all fabrlco.tora paid the 18jllo price rogardlen 

of their nearn .. e to the point of erection, the baeiat; point, 

or the point of ehipment; and tbe •llrlationa due to t he fabri­

cation in traneit p rlrtlet;e wore aboorbed by the oteel •1111. 

The code practice hae proYailed aince the code, 

Price announcement for concreto relnforciat; bare by 

Cernasie-Illinoie St eel Corporation, June 4 , 1936: 

, , • In the oaee of products oold for 
fabrication for "" identified etruoture 
, • • the place of dolhery 1a the rail­
r oad freight atation nearaot to the place 
at which ouch etructure h to be aaa•bled 
or erected, (Department of Juotica !ilea. ) 

Price annoUDC•ent for etructural ehapea and plate• by 

Betblehea Steel Corporation, Warch 11, 1936: 

• , , In the caae of a product to be 
uaed ln tbe conatrucU on of an idanti­
tied etructure, inYolYiDC ordere for a 
carload or 110re, t he •place of del1TOI'Y0 

ia the railroad freisht atation at or 
neareat to tbe place at which ouch atruc­
ture ia to be aaa .. bled or erected • •• • 

(Departaent of Juatioe filea.) 

Siailar allllOWIC-h fro~~ other coiiP&Ili .. are aYailable 

in the Depertaent of JUetioe ru .••• 
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z. Un.ltom Mtbo4 or ben41'M ten" crpt (reicbt ratee. 

Ullder the code, in alllea to the CoTernaent , ... 'bera of the 

induetry wue eutbori•ed to -.J<e dd1Tery to the CoYel'Jlllellt at 

the point of ahipaent , and to deduct fro• the delivered price 

(a) tbe all-rail frei&bt fr010 point of ebipaent to deatill&tion, 

o.nd (b) ~ oddi ttonlll alDOUilt tbe Oonrnaent could eave in land 

~ant ratu by dellliog rltb eo- other biddu, 

Tbe ....,e practice continuee, 

Price announcenent for concrete reilltoroin& bare by 

C$r11ecie-lll1noh Steel Corpora tion, June 4 , 1936: 

In the caoe ot 13lee made to the United 
Statee OoTernment, or any department or 
di rtaion thereof • where ehipo~ent aoYea rta 
all- rail tranaportation on OoYernaent billa 

of ladin«, at land ~ant r&tee, title rlll 
be paaaed a t the point of ehipeent , and the 

loweat all-rail publiahed freight rate to 
deet\nation rlll be llllo,.ed, plua an addi­

tional amount , if neeeaeary, to equalize 
any grea ter benefits from land grant ratee 

which would accrue to the Ooyernaent fro• 
ehipp1Q& point ot any other bidder. 
(Department of Justice filee.) 
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