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s. Speel.al price f o....Uaa in certain areaa. 

Under the code , the code authority authorized ealea of Yarioue 

product. at Detroit at p ricea either 15 canto or 20 centa higher thaD 

at the ~plicable baai~~g point, with the effect of reduc1n;; Detroit 

delivered p ricea, Since the code , a baee for two of theae producta 

baa been established a t Detroit, On the rest of the p roducts the de­

l lvered pri ceo now quoted in I ron Jge are higher thaD the baae price 

at Pittaburgb b.r e:r&ctl;y t he 11110unt of the differential; &nd on one of 

the producte for whioh Detroit ie now a baee , t he baee p rice exceede 

the Pittoburgh baee price by the IIIIOUDt of the differential. 

In oaleo of aouthern pig iron north of the Ohio ltl:ver the price 

1a 38 cento below the del1Tered p rice calculated from a northern 

baaing point, The arr&ngement la the reoult of a comprollll.ee by which 

eouthern produce rs obtain a differential i n northern t.rri t or;y to 

offset the high phoephorue content of t heir iron, and northern pro­

ducers obtain a contraction of t he area in which pric .. are baaed on 

llirllll.ngha:l. If the ordinary baaing poi nt formula were followed, the 

price i n cueh of thie terri t ory would be calculated tr.>a Bind..ngball, 

~.nd would be lower t han the present price , A week attar the differen­

tial went into effect, eouthern pig i r on """ eold tor $20. 27 a ton 

a t ~enaTille, I ndi&na - the baee price at Grant te C1t7, Illinoh , 

pl u e f re1ght , mtnue the 3S cent differential . !wo weelce e<U'liar the 

price would 1\nvo been $17. 69 - base price a t Binoingball plua freicht. 
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'l:'he practice waa ini tie. ted undar t he cede, but w1 tbout allthori t:r 

from the cede , and atlll ccntinuu. 

Winuteo ot a meeting ot pis iron producoro, January S, 19341 

'l'bio tarri tc:ey wao defined ao that otctlon 
of tho Oni ted Statea eout h ot the acuth bank 
of the Ohio RiTer and ecu th ot the eouthern 
bounda:ey ot the Stat .. ot l'oat Tirpnia, 
W.aeouri , and laneao. It will include the tol.:. 
lowin« ata teal 

Tirginia 
l!orth Carolina 
South Carolina 
Oeorcta 
florida 
Xentucley 

'l'e:u.a 

'l'enneuee 
Al.ab~UDA 
lliaoiuippi 
Arl<Mtu 
Lcuitiana 
OldehoJDA 

By a maJority vote thia territory waa con­
sidered aa a aalee c1i atric t tor pig iron pro­
duclD6 turnncea in the Bh•l nglwo diotrict u 
tollowal 

l'oocl.wa.rd Iron Coapan;r 
'l'enneuee Coal, Iron A llallroad Co. 
Republic Steel Corporation 
Sloae-Sheffi eld Steel & Iron Co. 
Oult Staten Steel Company. 

(7ederal 'l'rade Commission f ilea. ) 

llote following pig iron price quotatlona, Iron Ace• Jenua:ey 13, 
.19381 

Delivered pricea on aouthern iron tor ah1pa41nt 
to northern pointe are 38; a ton below delivered 
pricea tr0111 neareot northern baaing point on 
iron w1 th pboephorua content of o. 70 per cellt 
and over. (p. 114. ) 
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9. Standard termo of p!Y!!ent. 

Tho code p reocribed a dlocount of one llal! ot 1 per cent tor 

p~ent in 10 dnyo, termo net !or 30 dayo, and intereot a t 6 per 

cont thereafter. The caoh diecount and the net pft111ent period are 

found in p rice announcements tc lii&Dntacturere ioouod in 1936• 

Letter from Walte r S. Tower, executivo oecretar.y of 

the AmeriCAn I ron and Steel I 11st1 t ute , tc J . ll. llcComb, 

vice president of the Crucible Steel Company of America, 

Auguot 7, 19351 

'l" 1i 4 w · 7 I t he.• been my unde retandlD& that 

the action taken by members of the induotry 

at ~eir meetinc on June 6 eom:i t ted each 
of the eompanieo there repr Aoented to a 

policy ot maint einiD& the terma and con-

dl tiona of sale 'llhich were in effect under 
the Steol Code. J.o !u no infor&>ation has 

coM to ue oinee that meetinc, H appeare 
that membere of the industry generally are 

followiD& a unifont policy in respect to 

such mattere. 'lor tha t reason , there he.o 
not been any dlocus sion of action by t he 

Board along the line suegaat ed in your 
l ett -or, (Department ot Juotiee file e.) 

J.o a reeul t of Ur, UcComb' 1 complaint in Soptember that oOH 

coapenieo were not enforcing tel'llo of p!Y!!ent, a Cleeting wae arranged 

between llr , ~ower, llr. l.lcComb , t he trenourer of the Bethlehea Steel 

Cor por ,.tloll , and t he treaourer o f the Carpenter Steel Cocpany to dis-

cues poaeible action by t he American Iron and Stool I notitute. In 

accep tinc thh appointment , llr. Towor wrote to llr. l.lcComb, October 17, 

1935: 

, • • It oeamo tc me that one pooeible lin• 

of aj)proach to the problem !or Nl:/ oteel COII­

pany would be adoption of ce r t ain otandard 

clauaeo rupeoting t ermo to appear in all 

contract• ot oale or acknowledsmento ot ordero 

accepted. (Department ot J uetiee tiloo. ) • 
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During the code the induetry required maintenance of reealo 

pr 1cu, and elnce the code baa IOU&ht to &CCOIIPlhh the eeme reeul t 

by requirllll; jobbere to pu.blhb prl,pee and price chang.. . The fol-

lowing sta te...,nt 18 tn>lcal of t hoH ueed by Y&rloue producere. 

Price unnounce~ont for r einforclne material• by ~rent 

Lekee Stool Corpora tion , July 15, 19361 

••• (a) Uo penon, fin or corpor.,.tion 
ehall be deemed a jobber unleee web pereon, 

fin~ or corporation ahall a t all th• .. pub­
lleb the p ricoe, i ncludJ.D& all tenDI and con­

ditione of eale , at which web 1Dd1Yldual per­

eon, f l rm or corporation currently Hlle or 
offers for oale ro1nforc1ft8 materlale; (b) linch 

jobber ahall r eeer.-e c~lete freedom with 

r eepect to change o r w1 tbdrawal at an-r tlae of 
all p ric .. and t enD I and condl tiona of sale 

publ1 ahed by hlm, but all 1110h cho.'II;U or w1 th­

drnwala ehall be l"""edlately pu.bllebed ln 1be 
aa11e manner and t o the ~,.... extent u p rior 

pu.blicatlone, eo that the outetend1ft6 pricee 

and term a and condl t1one ehall at all tlmee 
occurately and completely reflect the actual 

current prices without lllerepreoelltstlon or 

dlecriJdnatlon b)' euch lndl Yldual jobber. 
( c ) No price a ohall be deezod 1 publ11hed1 

unle eo t hey shall be currently dletrlbutod to 

a reaaonable number of contractor• or other 
bu)'era of the cleBilficaUon to whlcb the 
r oepectlve pricee and terme and conditione 

of any 1nd1Yldual jobber are applicable 
located ln tbe reepec ti'fe trade terri tory 
to 'lbich web J?ricee appl7. (Department of 

Juetice filee,) 
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!itT :>Rorm ..o ~0118 or '1111 lDIITKD STATI!S STilL COiii'ORAnClll, 

WI'S Lilli or Ul.l'l'IONSIIIP 9JPERIMPOSID. 
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fl!ll tnrlfiD S'#HS S'"l'· COBJ'n!lt!tO. J.I!VTIIGS II B!!HfiQ!! '1'0 PBICJ ,AX!) 

oos~ .&Dv,ucp. 

'!'be problu of 4ete~n1D& t he oaue .. of iACreu~.D« profit. in 

the ateel induetey ie Teey complicated, and olll7 approx1ut1one can 

be obtatn.a b7 etathtioal method. u•iD& a•ailable data, :Sroadl.T 

tpealci~, 1ncreaaee 1D profits arlee fro• inorealiD& operatio.ne and troa 

price &dYaDCes not ott'aet by increuiD& coete, In order to date~ne 

the extent to whi ch the aarl<ed 1Dcreaa11 in profita of the ateel induo­

tey in r ecent 110ntha 1111;r be attribnte4 to a riae of prlcea relathe 

to eoat a , it i a neceasar,r to isola te the effect on earnings of 1Dcreao-

ing ope ra tiooa, A poaaible aethod of ieolating thia factor ia described 

belo,... 

~terl;y datn on net profi h and on ecele of opere. tiona tor the 

four ~rtera ot 1935 and t he f irst three quarters ot 1936 were used 

t o deter=tne t he relationahip between net profit and increases in output, 

'Zbte period waa eelect.a because prices and wage r atea r810&1ned t&irl;r 

stable thrOU«hout the entire ae•eo qoartere , aaldng it reaeocable to 

&tiU!Ia t hat iDCreaae• in prof1ta reault.a troa increaaeo 1D output 

duri~~& tbio period, 'rhe quarterl;!' earninca per ohare o f co-.n otoclc !/ 

and the ecala of operations 1D percent ot capacit;y, pubUab.a 1D the 

qu:u-terl;y earoinge reports of the United States Shel Corporation, han 

bean uaed ae the baeie tor tbia coaputation. Tbaae data appear tairl:r 

homoganeoue and indicate that for each 1Dcreaoe of one percent in cap-

...:1 t7 there wae an increase of $.o65 in quarterl;r oet profit per share 

!1 '!'be -ber of abareo of eoaaon atoclc outet andlQC rea&ln.a nnchaD&e4 
a t S, 703,252 durlDc thia period. '!'be aaouot of preferred atoek 
outetaodiD& abo r-.at.n.a uochall&.a durlD& tbia period. 
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of eo111m011 atoclt, 8D4 the acale of operation• at wb.lch there waa no 

prof.it or lo .. after praferred cl.1rtdcda, waa 50 percent of capactt;y. 

Tho aDCOIIP81l;1"1UI: table aDA. chart abow tbeee CoiiJ)Utationa. 

iJ! Prpfi t aQd OporatiQAI Qf the Upitt4 Statea Sttol Cprpgrat iQA, 

1935 

lat quarter 
2Dd I 

~~ : 
1936 

lot quarter 
2Dd I 

3rd 1 

4th I 

1937 

lat quarter 
2Dd I 

3rd 
4t h 

1937 

I 

I 

d - Deficit 

Qp.rtnl;r. 1935 to 1937. 

Jret profU 
($ per abare 
of COD*>D 
atogk 

$2. 77d 

0 .97d 
O. Sld 
0 . 88d 
0 . 104 

2. 91 

O. JJd 
0.7~ o.s 
1. 65 

8.58 

Opera tiona 
(percent ot 
c'MQ·itx) 

38. 1! 

37-5 
36· 3 
~1·1 
3. 1! 

59· 3 

47. 0 
6o.s 
63. 6 
65. 8 

82. 6 
88.4 
n.6 
41. 3 

:IIUIIBted 
not profit 
attriboltabb 
to ecale of 
QP'ro tigpa•) 

2. 904 

o . sld 
O. S9d 
0 . 1!04 
0 . 404 

2. 41 

0 , 204 •• 
0. 70 
o.ss 
1. 03 

2. 12 
2. 50 

w .... 
eattaat .. 
ba,sed OA 
period after 
prieo iMrcyet 

2. 95 . 
3· 38 
2. 27 
......124 

s.4s 

• - mot1aatad fro• abo•• data for f our quarter• of 1935 and first three 
quart er• of 1936. See Chart I for liRe of relaU onsbip used iA 
mald. DC the • • ti&>.tes. 

•• - See note at en4 of t~. 
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It ohould be note4 that a atralgbt line relationahlp baa beell 

used in Cl8ld~>g thla COIIplltaUon. !lie obJection• to thia are, tiret, 

that 110 acc01111t of t echllolocioal ollellcea 1a taltell and, eecond, that 

the t)'l)e ot relatlonahlp SliT •bane• • hall 80Ylll& to a higber acale of 

oper a tions. In a period aa abort aa thla, bowner, it •••• Ulll1kel.7 

thllt ther e have been oipitioant cballgee in technological aetbode of 

produoia,; eteel or in sdminietr athe technique• &114 proce4uree. .Ueo, 

l:l'f8n tiud prices &114 t~ •ariabla coeh, and. ther efore, a ti.xe4 ... --..;· ' 

247 

u:r«1Lll of price o• er •aria'ble coet, a etrat«)>t line would be the proper 

t YPe of CUrTe to use in thia connection, aa the incraeae in net profit 

under thaee concU tiona h cUrectq propor tional to the •olUJie ot out-

put , 11114 the total net profit 1a at a higher or lower l nel depencU~>g 

U!'OII the proportion that total fixed cost beare to total aelli~>g Talue 

at Ml capacit)o", 118nce, theee obJactlona 4c not app.,... well founded, 

A rough check on the abo•• COJIPUtat iona ia turniehe4 by the 

&llnU&l data tor the - period. !he increaee in net profit per ahara 

of couon otock froa .1935 to 1936 waa $'5.68 and the 1noreaee in opera-

tiona wna 20, 5 percent , 7or each one percent inoroaee in operation• 

there waa on increaee of $. Z71 i n net profit per ahara of co1111110n 

otoclc, or , on a quarterq baaia, $.o69 per ahara of c011110n stock. '!he 

1>0lnt of no profit or lou 1a in thla cue 49.9 percent of oapecit7. 

The egreeDent of theae tipr .. with t he pren oue oo11p11tat1cna h close 

enOUI:h eo that the difference -., be a ttributed to t he eftecte of 

price and coat obellgee ooourrillg in the final quarter of 1936. 
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The inoreaae ill aet protlta ill the laat q11arter of 1936 u4 the 

tlrot two q11artero of 1937 -=ted to $2. 59 per ellare of c0111110n etook, 

The tncreaoe eJ~Peet..t from the increae..t acale of operaUona durit>g tile . 
s~e period amounte to $1, 62 per ohare ot common, or approxlaatelf 

62. 2 percent of the actual iD.Creaoe, It appearo , tlleretore, that of 

t he actual inereaoe in net protita oYer 6o percent aa;r be attribut..t 

to the 1ncreue in the aeale of operation• u4 nearlf II() percent to the 

hsereaae in the aar«tn of price oYer Yariabla coata, In other worde, 

of t he $22. 5 million 1Dereaae in net protita, aoae $8.5 million aa;r be 

attributed to the increase in prioea, 

Ao 1t indica ted in the accollpaiiTiDf: chart , the acale of operation• 

at which there h no prot1 t or loeo after preferred otock d1 Tidend 

re~reaenta, wee 50,1 percent of eapacit7 up until t he fourth quarter 

of 1936. Ao a re8Ult of the adYeJlCe in prieea reletiYe to coata, the 

brealc-eYen poillt , -cain attar preterr..t d1T1dend requir•enta , ,.... 

lower ed to 43 perc.,t, 

llote: SiliCa data tor the laat two quartero of 1937 he•• beooae a ... n­
nble , eotiaatee of tile new relationcbip betweeA protita and rata of 
operatione have been llade b)' the - ... tbod, The data at;aill g1Ye tairlf 
coneiatent reeulta, aa 1nd1oated by t he .-all oirolea and the penci l line 
drawo in on the chart, It appear• thet the 1936-37 a baDge a 1n the price­
coat rel ationship reault..t 1n an increaoe in net profit per eoamoJl abare 
fl'Oa $.o65 to $.075 tor eaeb parcent of oapac1t7 abo ... the brealc-eYeA 
point , end lowered the brellk-eT8Jl poillt fro• 50 to 43 percent of eapac1t7, 
It obould be reaa~~ber..t thet theae tipHo repreaent aet after proT1a1on 
of liOro then $25 million per 7ear tor pr.ferr..t d1T14ea4a , aJld that 
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otudieo bea..t upoll Aet before w.cb proTiaion abould ahow a oorr .. pond1acl7 
lowar brealc-....., pobt, 
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WHOLESALE PRICES OF INDUSTRIAL COMMODITIES 

POl CENT 
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lm!d!Ilill ~~ RIQQm!! II! SP.ICD'IED S'l!!ZL Pl!ODD!IS 

I total : CorrespoD4blc 
: Per cent : g;r~ &!:•ran 

liLS : P e r c e n t 1 Cllan4e '37 :Per cent :Per cent 
Code :Dec11nelllecoveeyl Coi!Pf'J'ed :Decline :llecoYelT 
lfo . GrOJ!!) I t e • :1929-32:1932=37 lwith 1929:1929-32 :1932=37 

438 VII Platu 18.2 4o.6 I 15.0 30·9 30·0 

439 I I 1 Steel ll&ile 1.4 I -1,2 I -2.5 5.8 I 5· 3 

4421 VI 1 Wire Rode 10.8 25.1 I 11.6 I 29.1 I 30·8 

446 VII I 1 Steel Sheet. (annealed) I 20.7 38. 5 I 8,3 44.0 54·7 
I I 

448 I VIII 1 GalTani~ed Sheet1 20.6 I 31·3 I 4.2 44.0 I 54.7 
I 

449: T I Skelp . . 15.6 30•7 I 10.3 27.3 21. 5 

4511 VIII I Stripe I 29,6 I 59.2 12.1 44.0 54.7 
I 

4521 VI Steel Shapee I 17. 6 I 39·8 15. 3 29.1 I 30.8 

455 1 III 1 !in Plate I 11.9 I 19,8 I 8,0 I 15.4 12.0 

434 VIII 1 Pipe, Oe.at Iron I 29.7 101.9 42.0 44.0 I 54·7 

447 I VIII 1 Steel Sheets (Auto) I 30. 9 I 24. 6 -13· 9 44.0 54.7 

.ALL COIIIIODITY PRICll 31· 9 : 33·0 - 10.2 

Regraded Uclassified



. . 253 

.APP!IIDIX VII I 

Regraded Uclassified



1 

• 

•• 

O LBSALB P R I CBS OP AND S T BBL CO MM OD I T 

PER 1929 1931 I 93 3 19 35 19 37 
P(R 

CC.N T . CtNT 

~~ ~----+-----~~~-+----~----~~----+-----+-----~~---+----~ I~ 

ST<EL ~RAP "{ 

~~~----+-----~-----+----~------~----f-----4------f~-ft-+----~ l~ 

~~~----~--~----~-----+----~----~----4-----~-H~+---~ I~ 

I 
) I 

~~~----+-----+-----+-----+-----+-----4-----4----/4-~~4---~ I~ 
l 
I 
l 110 

PIG IRON, BAs1c: " A : { 
~ .. _) I 

' ~~==bb==~-+-----+----~~----~----+---~' H11 f-+l--r+--~+-----, 100 IOOy·.-- f\"\ r-.............. _1 ~·-·- r-
.......... \ A\ .... -~ i ,J ,' 

90 , ' \ . ¥ ,- '· ';·~ STEEL SKELP ~--j.f.j--+-- r---.-=,- =:l:====dpi:::l-+----+~~-ljf------+----1 

'-, ~..~ \ . .:::;-. r-- ~· ;·­
~--~~~,~~--~\tr+-;--~4'~· ~+,~~~1-~--f=-·-~1r---~----_, 

80 \ r.... ~\ I ~ --~-"': ,,_,J_ .. ,,-~.f' ·-• J.-+•.f- y ...... SHttTS, GALVANIZED 

70 ~---+----~~--~~~~~~ ,~~-4~~---+--~~----r----; 

lVI \ ~ ~--~----~~~~ ---+-+--+---+---+---+---+----1 

1\ ~ ~--~----~----+-~--~~~----~----4---~r----+--~ 

~ l_l_9_2~9_j ______ l_~I9~3~1JL ____ _l~I~9~3~3JL ____ _l~I9~3~5,-L_ ____ J_~I9°3~7,-L---~ 

90 

80 

70 

~ 

~ 

Regraded Uclassified



255· 

.APPIIIDIX IX 

Regraded Uclassified



Coat and pri ce o~ f1n1ahed ateel 

The photoa tated chart ahowe, per groaa ton·of hot-rolled ateal 

output, the eorn\nga of w~earnera in blaot furnocea,ateel worka 

e:>d rolling DUll, end t he t heor etical •coat• of iron ore , u .. atone , 

256 

and coke plua the actual coat of purcbaaed ateel acrap. 'l'he 1 coot• 

ttcur•• f or iron ore, limeatone, end coke are t hooe naa1gned by the ateel 

~roducera, end, of couroe, Tary but little over t he period 1926-1938. 

However, I think th1e lo reaaonably oatlafactory, olnce a lar~ part of 

the cost of t heae materlala to the producer 1n traneportat1on coat 

(possibly 50 porcent io tranoportation coat , •hlch ehowe little or no 

cbMge froo one period t o another. 

Tableo 1 to 5 ahow the various atepo In the proeeaa of eetimattnc 

wree-earner coat per gr oaa ton of hot-rolled producta. Monthly figuree 

thuo obtained ie Table 5 oro, howeTer, unaati efactory, eo another method 

has been uaed to eo:q>Ute t he monthly tlftUTe• for 1936, 1937 and 19}8, 

ualng the annual figureo ohown in Table 5 no a ba~i•· 

Tablee 6 to 9 and Charta 1 and 2 ehow the stepo followed i n com­

putlat; the monthly wage-e&r:~er coat per ton of hot rolled output . Thia 

'""" done by eatimat1ng t he rrwnber of can hours required a t Yarloua 

capacity lovell. 

Tablea 10 and 11 ehow how the oati=atoa of the coDbinod coat of 

Iron oro, llmeatone, and coke pe r groaa ton of pi g Iron output were 

obtained. 

Tableo 12 , 13 and 14 ahow the method uood in computing the con­

oucptlon of pig Iron and purcbaaed ocrap per grou ton of bot rolled 

ateel output. 
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Tableo 15, 16, aDd 17 ezplaiJl tbe ootlaatoo or the ooot or 

purchued otool OOl'llp po:r toll of ~t :rolled otoel output. 

'!'able 18 obowo the oo•bllled coot of ,.,. aaterialo and ~r, tho 

price of !lnlohed ot .. l, and the IIAI'gill b7 TO&l'o. Table 19 gino tho 

aamo t lgu:reo by .cnthe. 'rablo 20 obooro co:r:roopoll41DC .cllthl;r !lgu:roo 

with we&• ratoo th:rouput 1936 aDd 1937 aoo.,.od to bo at their 1929 

lnel. -
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!able Jo, 1 

B.L.S. 11l4ex of pa:rrolla 1n blaet furllaeea , etee1 110~ and rollin& 11111• 

1923-25 .. 100 

t -.r 1 Ju. Jeb. ' W&rch 1 April ' lJa.y ' June ' Jul:r ' . . . Auc· 1 Sept. Oct. llo'Y. I Deo. ! An race 

1926 101. 6 1o4.9 1o6. 8 1o6.o 103.0 102.1 96. 3 98.4 102. 7 107.4 1o4. 2 102. 6 10t.O 1927 96· 5 102. 6 1o6.o lo6.9 101.5 99·1 ;G·J 93· 6 91. 6 91.9 9Q.O 90· 1 9 ·z 19211 89. 8 100. 7 102.7 100.7 10~.1 99·5 .o 100.3 99·1 105·5 1o6. 6 1o4,8 100, 1929 lo4. 6 109· 7 112. 2 115.0 ll .4 114.5 107. 8 114.1 112.5 109.9 102. 7 95· 3 109. 6 
1930 95·0 1o4. 5 103·5 1o4. 5 101.6 95.8 81.6 79. 2 76.2 76. 2 6s. J 66.3 87· z 1931 62. 7 ~.1 11· 8 70·~ 64.9 55· 7 49.~ 47.0 4o.5 J8,1 35·9 }6. 8 53· 1932 M:o . 6 33·4 30· 29·5 25·0 21. 21. 7 22.8 25· 7 25·9 25·0 21·~ 1933 9 27. 2 25· 3 21· 5 33•0 4o. 2 46. 8 58·5 53· 3 53·4 47.6 48,4 4o.5 
1934 46. 4 51·9 58.8 66. 9 ~.4 77·6 53·9 49·5 42. 0 44.1 46.9 52· 3 ~5· 4 1935 6o.l 11· 8 71. 2 70·1 .8 6a·9 59·0 69.J 72· 3 74. 4 74· 7 81,0 9· 8 1936 76. 76. !1 !IJ.1 89.1 ~-9 9 'G 92.G G8.1 97· 7 101, 8 105. 0 115.4 93· 6 1937 115· 9 118. 5 127.2 145.6 1 . 6 123· 1)2. 1 2. 3 129·7 118. 9 92. 9 75·5 122., 
19.311 61. 7 64.7 
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faille llo. 2 

Actual li•U::l.J- Pqroll• 111 BlAet ~ •• 
s t .. 1 'forb and BolllDC llilb 

(In tboua&Dda of dollara) 

I I 
Te&r I Ju. hb. : liar. J.pr. I lla;r JUne Jul7 Auc· I Sept. Oct. •oT. I Dec. : ~'Y•ra.et 

1926 13,032 13,456 13.&99 13,597 13, 212 13,096 12,~2 12,622 13,173 13.776 13,~ 13,161 13,212 
1927 12,378 13,161 13,597 13.712 13,019 12,789 11, 2 12,006 11,750 11,788 11, 11,~ 12,llo2 . 
1928 11,~9 12,917 1~,173 12,917 1~,225 12,763 12,057 12,865 12,712 1~,532 13,674 13,~ 12,900 
1929 13, 17 14,071 1 .392 14,751 1 ,9J1 14,687 13,828 14,&)6 14,4:3() 1 .097 13,173 12, 14,053 

1930 12,186 13,11o4 13,276 13,11o4 13,032 12,288 10,467 10,159 9.774 ~.774 8,761 1,5()11 U ,l52 
1931 8,o43 8,863 ~,210 9.094 8,~ 7,145 6,324 6,029 5.195 ,887 4,6o5 4,720 6,810 
1932 4,~ 4,4JS ,2~ 3.899 ~·1 3.207 2,771 2,~ 2,925 ~. 297 ~· 322 ~,207 M;l 1933 3.1 3.~ 3.245 3.527 . 233 5.156 6,003 7. 6, 837 .850 ,1o6 , 208 5.1 

1934 5.952 6,657 7.542 8,51!1 9.543 9.954 6,914 6,)49 5.387 5.~ 6,016 6,109 7,105 
19~ 7.786 9, 210 9.133 8,992 8,825 8,196 7.568 8,889 9.274 9. 3 9.~ 10,}90 8,!jll9 
19 1~:~ 9.851 10,659 U,429 11,916 12,122 11,865 12,583 12,532 13.058 13, 14,1!102 12,oo6 
1937 15,200 16,)16 18,676 18,676 15,829 16, 983 18,253 16,637 15.251 11,916 9,6A 15.691 

1938 7.914 8,299 
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I 
total paJrOlla ln blaet tn.rnaceo , steel wor!ca ADd rollu.,; llllla 

(In allllona of dollars) 

Tee.r J .... :reb. : : : 
1 

Warcb 
1 

Aprll 
1 

llq : June ; July ; 
I I Aug. 
1 

Sept. Oct. B'oT. 

19:!6 
1927 
1928 
1929 

1930 
1931 
1932 
1933 

19;. 
19~ 19 43· 5 llo.8 47. 2 49.0 52.8 52.0 52.6 55· 7 53· 8 57· 8 57· 8 1937 65-9 6o.8 72· 3 SO. l 82. 7 67-9 75·2 so.g 71.4 67. 6 51.1 

1938 35·1 33-2 

Source: ACtual. wee!<l.:y PaTrOll• timeo n'WIIber of • eeka 1n 1110nth or :yenr. 

260 
!able Jlo, 3 

Dec. 

65.1 
42. 6 

688.9 
6116. 6 
674.4 
732·7 

586·7 
358. 2 
183·7 
270·9 

m:i 
621· 7 
818.1 
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Table 1fo, ~ 

Production of bot rolled atee1 produeta 

( In tbouaanda of grou tone) 

Tev Jan. Pab, llarch ; Jpril : llq : JUne ; Jul;r 1 . .lU«o Sept. Oct • Jlov, I Dec. I Tear 

1926 J4,Sl9 
1927 32. 335 
1928 ~,178 
1929 .594 

1930 29,197 
1931 18, 987 
1932 10,~ 
1933 16, 

1934 18,807 
19~ 

2, 386 2, 856 3.0~ 
23. 830 

1936 2,1~ 2, 117 2, 822 2,890 2,822 2,990 3.~ 3.091 3.158 33. 600 
1937 3.50~ 3, 283 3 . 873 3. 763 3,836 3. 136 3.394 3, 615 3. 209 2, 5 1,623 1 , 107 36.889 

1938 1 , 212 1, 192 l ,~S 

So'IU'C<I: Yee.r1:r figure& froc Annual Re:9orts of tbe Ameri can Iron tllld Steel Int1t1tute. 1937 eeti..,.ted b7 ISP!>1T­
~ tbo aame :9ercentage increase to the 1936 figure aa we.o abo"" b;r tbo American Iron tllld St eel Inetitute 
eoth>atea of sales of steel products, less sb1:9ments t o :llembers of the industr;r for conversion into tur­
ther finiahed products, fro~ 1936 to 1937• ~ontbly figures in 1936 and 1937 eati~tod b:r appl;ring to 
the annueJ. totals the percentages which each month 1 e steel i ngot ou.tput wao of the yen.r•a ingot output. 
1938 1110nthly figures eotime.ted to be equal to 70 percent of in60t out:9ut. 
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1926 
1927 
1928 
1929 

1930 
1931 
1932 
1933 

19~ 
1935 
1936 
1937 

!able Jro, 5 

liltiu.ted 1811Ufacturi.q labor ccat per pooaa ten or hot rolled ateel product& 

Jan. 1 hb, llarch 1 ~ril 

19.92 
18.81 

19·78 
18. 67 

18. 27 
21. 56 

( In dollara) 

18. 21 
21. 65 

18.~ 
22.16 

18. 70 
J1.4s 

Source: Total ~lla in blast fllrnacea , ateel works, and rollin& 111118 divided b;v the producti~n o! hot 
rolled ateel prociucts. The montbl;y eatimatea in t bia table were revised. 
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19· 79 
20.00 
18. 111 
18.()5 

20.09 
18.87 
17·15 
16.J2 

19.10 
19·58 
18.68 
22.18 
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fable llo. 6 
263 

A Yel'll&e hourly e!Lrllin&S of all ~ ear~~• ra 
1D 'blaat turnacea, steel works and roll~ a1lle 

(In cute) 

Tear .ran. J e'b. 1 
March 

1 April : lla.T June J'l1ly I I AUf:• • Sept , Oct. : I 
BoT. • Dec. ~ l ear 

1926 t1· 4 t1· 7 ~·4 t1·7 ~·5 62. 7 62.8 62.3 t1·4 6l.4 ~· 1 ~.6 t1· 6 
1927 · 1 ·9 ,8 ·9 .o 64.1 63.8 63. 8 .2 6 · 3 · :5 .6 .4 
1928 ~·0 65.0 65.0 64.0 64.3 64.1 ~:l 63·9 64.8 65.0 &5. 6 65. 6 64. 7 
1929 6 .4 65.6 65.0 65. 2 65.2 65.1 65.0 65·9 65·9 65.4 65·3 65.4 

1930 67.4 66.7 66.2 66.6 66.2 66.0 60.0 66.0 65. 2 65. 8 65. 8 65.4 66.1 
1931 67. 8 65.2 65.1 ~·1 ~.6 65· 3 64. 7 64.~ 63.4 ~.6 58· 3 58.1 63.6 
1932 ~.4 ~·1 ~·5 ·9 .o ~.1 ~·2 49. 5Q.l 9·9 so.o 50·2 53·1 
1933 .4 ·3 . 6 1·9 .s 8. 2 · 3 55· 3 57·0 56.4 58· 3 58·5 52.0 

19311 58·5 59·0 59·3 ~.4 64.7 64.4 &3· 5 64.0 64.4 64.s 65.6 66. 2 ~2 
1935 ~.1 66.8 66.8 ·1 66. 3 66. 2 ~·1 60.0 66.2 06.~ 66. } 66. 7 · 3 
1936 .1 65·7 &6.2 66.3 66. 2 66. 7 ·9 66. 8 66.1 66. 67· 3 73· 0 67.0 
1937 72.6 72· 7 74. 8 85.0 86. 6 85.4 f9j.8 s6.o 84. 2 83·7 82. 8 82.1 81.9 

1938 81. 8 82.6 

~~ 
1941 

Sou.rc.: 1926-1932: I!ICB 
1933- m.s 
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fable Io. 7 

1face larDer llaA lloura per 1feelc 111 :nut Jurnacu, 
St eel Worke end Rollins Mille 

(In a1ll1one of boura) 

: I 

Year : Ju. I J'eb, 1 liar, J.pr, llq J1Ul8 : J~ I .t.ns. : Sept , Oct, .o ..... s Deo. : J.Terac• 

1926 20,56 21,12 21,61 21, 35 20,81 20.89 19. 67 20. 26 20.78 21.73 20. 34 20,06 20. 77 
1927 19.13 20, 28 20,98 21,13 20.34 19.95 17.93 18,82 18,30 18.33 17·94 18,01 19. 26 . 
1928 17.72 19.87 20.27 20. 18 20. 57 19.91 18,~3 20.13 19.62 20,82 20, 8 20.49 19 ·~ 
1929 20, 21 21.4? 22.14 22. 62 22 .• 90 22.56 21. 1 22.52 21.90 21.39 20,14 18. 72 21. 

1930 u .os 20,10 20.05 20.1~ 19.69 18,62 15. 86 15.39 14.99 14.~ 13.31 13,00 17.02 
1931 11,86 13.~ 14. 15 13.8 12.69 10.~ 9.77 9. 29 8,1~ 8, 1·90 8.03 10. 80 
1932 7·13 1· 3 7. 20 7.10 7.01 6, 5·42 5·63 5oS 6,61 6,64 6.39 6, 61 
1933 6, 6o 7· 22 6. 68 7·36 8.67 10.70 12, 3 13.57 11.99 12.15 10,47 10, 61 9·99 

19~ 10,1l U , l!S 12.72 13·~ 14.75 15.46 10.89 9.,2 8. 36 s.n ~·17 10,13 u.~ 

1935 llo9 1~. 79 1). 67 lJ, 13.31 12.38 11.52 13. 7 14, 01 14.39 1 .4? 15·4: 13. 50 
1936 14.86 1 .99 16.10 17. 24 18.00 18,17 17.74 18,84 18,96 19. 67 19.97 18, 2 17· 75 
1937 20, l!a 20,91 21. 81 21o97 21. 57 18.54 19. 79 21. 22 19.76 18,22 14. 39 11. 70 19.16 

1931 9·67 10.05 

Sourc•~ Week1y p&7roll• ln blnet furn&eee, etoel work• and rolling mill• divided by t he a•er~e hourlr 
ee.rn1oga. Regraded Uclassified
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lrege !after llan Boun per Q)larter in Bl&et J'unlaeee, 
Steel lrorlca and lloU1~~g 111Ue and !lAte or Operatione 

u t ile Steel Il>duet17 

lrege earner aan boure Bate or operation u eteel laduetr.r 
Tear 1A ~lliQDI Qt ~tl i X:IU1g ~A amc·i Q 

: . let 2D4 3rd 4th ht 2D4 3rd li\ b 
q»orter qpe,rtor tnl&ttt q)W'tor v•ar QJW:tor qpartn qua.rter 1 gparttr 

1926 271.5 27),6 265.9 272.1 1~.1 89.9 84,5 82.1 ~9-9 1927 259·1 266.6 241.1 237. !! l .6 s6.o 81.7 69. 2 6.7 
1928 250·5 263·3 257.0 272.2 1043.0 86.1 84.o 82.4 87.8 
1929 213·1 295· 5 288.3 26}.9 1121.4 92.4 99.5 93. 2 71.3 

1930 2119.s 253.6 202.5 180.3 886. 2 ]8, 8 74.1 56.3 4}.9 
1931 1~.9 162. 6 11~·3 lo6.3 ~·l ~.8 45.2 3().9 27.0 
1932 . 2 89.0 1~:~ 

86,0 3· 7 26.1 19. 6 15.6 17.5 
1933 87·9 u6.o 145.5 515·8 18.1 35·0 48.9 31.11 

19311 146.6 189.8 127.8 122. !! 587.0 41. 5 ~·0 211,0 ~·3 
193~ 169.1 170.0 170.8 ~·1 703.6 50.2 3.8 46.2 .o 
193 199.0 2)1.5 243.3 ·3 928.4 5ll.s 70.1 11·3 77. 2 
1937 2]1.1 269.4 266. 2 194.1 1000. 8 85. 2 s4.5 79.6 40;7 

19311 31.6 

Man boura ~er •eek t1aea ruo~er or weekc i n t~~ ~ter. 
'Rn\e of" Iron Regraded Uclassified
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Steel Pric .. 1B 1919, 1920, and 1921 

1. 

The p eriod froa late 1919 t o early 1921 wao unique 1Jl the prioa hie­

tory of the otool bldnotry 1B thet price• charged b7 the Ubited Stateo Steel 

CorporatioD &lld p riceo eharsed by tho eo-called 1Bdop01ftd&Dt oteel oo~~p~~~>ieo 

.,..r1td widely oD id&Dtie&l prodnoto. ~out tho period tho Corporation • o 

prices were UDcheDSOd, but 1Ddepend&Dt priceo ohifhd frequ81ltly. Ill J:u«uat 

1920 1DdepODd&Dh were oellifts otoe1 obooto at a price 72 perc&llt &boTe the 

Corporat1oD '• price, while early 1B .April 1921 1Ddep81ldenh wore oellifts 

shoo ts 17 p orcoDt below the Corporat1oD1o price. Ill .April 1921 aD ;pochluu 

wao ef fected, and from that time until tho preoent the price po11ciea of 

Cot'l)Orat1on aDd 1Ddep end&Dta hen bo&D 'rirtualq identical, ucept wheD oDe 

or tho ot her _, hen 1D~d 1ft eporadie pr ice cuttifts, 

SooD a f t er the Jra iotice, Bovenber 11, 1918, Judge Gary, Chei...n of 

t bo U. s. St eal Corporation, called a aeetifts of the leadifts otoel ...,utaa.­

tu rara for the purpose o f dieeuuing reeo-d&tiona with regard t o etool 

pr iceo t o be made a t a meot1Dg of tho War Induotrioo Board called for on 

Doconber 9 . .1. eubco.,.ittoo of the eteel aanu!aeturere decided to make re­

ductioDo of $5 or $6 a t on , wllieb were put 1Dto effect dnrifts thet aoDth . 

Tho Docemb or prices remained in effect until llareb 21 , 1919 , when &ddi­

tioDal p rice euta a veraging a bout $6 a ton were 1Detitutod a o a reault of 

e eoD!ereDce between reprea&Dt atiToo of oteol a&Dufacturero aDd tho llldne­

t r ial Boord, app o1Dted b:y Secretar:r of Collllllerce Redfield. 

Tho pr ieeo of bars aDd ohoeto (obown ou tho attached chart for the 

-per i od 1919-1921) wllieh wore adhered to throughout 110ot ot tho :year 1919 

by both t he U. S. Steel corpora tion and the i ndependent atu1 eoOIIp&nioo 

wore, t hen, priceo fixed ao a reoult of meotingo botwooD tho eteol manu­

feeturera and, firot, tho War IDduatrieo Board, aDd, oocoDd, tho Iaduotri&l 

l!oer d . The ateol bar p rieo waa reduced from ito fixed wart1mo lnel of 

2.90 conto a pound to 2.35 cOilh , a eut of 19 pore&Dt; aDd tho at .. l obeet 

price wao rocl.ueed troa ito fi:xed wartiao lonl of 5.00 C&Dto a poUDd to 

4.35 conto , a eut of 13 pore&Dt. 

The :year 1919 wa o a fairly cood one 1ft tho stool 1Ddultr;r. The output 

o~ int;o to &Dd eaotiDge dropped oharp1:y from tbl 1917 peak of 115, 100,000 

groas toDa t o t ho 1919 total of 34, 700,000 tone, but procl.uetioD 1D 1919 wao, 

novertboleoo, in •~e••• of that in 8D1 other :year ex~ept the three war year•, 

1916, 1917 , and 1918. The porc&Dt o! Cllp&Cit3' operated 1ft 1919 wao 63.6, 

baud on tho 1Dflated ~it7 ftguroo preYal&Dt 1B thooe da:yo; 1ft terao of 

nc t1101 capacity operaUono were probabl:y clooe to a 70 porcODt rate. Ill 

1937 , which ~• at 1oa1t a aoderato17 cood :year for tho iDdnotry, output 

woo 72 . 4 p ereeDt of C~~pAC1t7· 
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Tho eenora1 agreeae11t t o bold to t bo prices of llareh 21, 1919 waa 

rormall y abandoned aa oar1:y a a Jpr11 1919 after the rotua&l of t ho llailroad 

J4=1D1atrat1on t o pay for rai l s tho prices announced ln t ba Indu.trlal 

!oard (l!ttrcb 21) schedule . lor a tt.e, howenr, tho lndepaodant aUla 

«enerally adborod to tbo !larch 21 acbedulo, eapec i.&l1:y tboae which ha4 

l r rge dol iverioo to make of eteel booked at tbe Indu.trial Boar d prices. 

Late in 1919 a acraable f or ateol began , partl:y dne t o a countr,-wide in­

flat iono.ry sent btent and partly due to tbe del117 in aaldnt; at eel delinriea 

caused by the eteel etr ike of 1919. Tbe eteel market became a •aeller' a 

Cl.rket,' bu¥er a began placiog orders wit h twc or more producer s , and inde­

pendent steel companiee' prices becan t o r ioe. In Jpril 1920 t ho atr ike 

of the railroad owitehmen hampered deli• ory of both etool raw material• 

nnd f iDiabsd atoel p roducta , cauaing an ••en more frnntic ooramblo of 

buyoro . 

The history of etoel ahoot end bar prieeo during 1920 it ehown on the 

a tlachAd chart . '!'he 0 . S. Steel Corporation adhered throughout the yaar 

to t he Industrial Boe.rd prieea of Karch 21 , 1919. Independaot COOIIp&ey 

price& 1Dcreaeod tremendoualy; in aome caees act ual p rices rocoiTad on 

lbited tonnn&o• wore oTen higller than tbo peak pr icu obown on tho chnrl. 

'l'he top price ehown on tbe ehart tor shooh 1a 7.50 cente a pound, 72 per­

cent above t be Steel Corporation pr i ce of 4 . 35 eenta: the top p rice shown 

for bar a 1a 3. 75 centa a pound, bO p ercent above the Steel Corpornt1on p rice 

ot 2.35 cents. S1mile.r price diape.r1tioa were COliZ10n on aoat of tho other 

finished eteel p rodueta . The p rice situation wao deacribed by tho Iron Ago 

aa "unparalleled. • 

It 1a not hard t o understand wh:y t ho independent steel COliiJ'aDios 

cho.rged all t ho me.rkete could bea r. It 1o l eoo eaay to understand the Steel 

C?rpornt1on 1s reluctance to raise pricea . Jud&e Gary aaid later that tbe 

Corcora tion stood tor· • .... , fair pr i ces, neither unreaaonabl:y hi&h nor un­

reasonably l ow, for fair treat ment of competitore, cuatomero , emplo:yeea , 

and tbe t;ener al public.• 'l'hb oxpreeaed policr, which would han wen tho 

c.pProval of St. Tbo,...a jquin&o, aay he'<'e contributed to the aodera tion of 

the Corporation in 1920. Pooaibly more to the no1nt i• the tact t hat tho 

Corporat 1oa had oold farther ahead than the indep endent. in 1919 and bad 

entered 1920 with 8 , 265, 000 tone of untilled or dera on i ta booke, which did 

not put it 1n a position to take on promp t delivery buaineea. Furthermore, 

the Corporation was able t o book l a rge tonnagoa of forward buainett for de­

livery in 1921, while the independent• booked little or no forward W.ineu . 

In the light of the price decline of 1921 the Corooration gained great l;r 

f rom thia polic7 . 

For the year 1920 ao a whole s teel bua1nett was oxceptionell;r good. 

not only fro1:1 a profitable but alao frOID a production otendpoint. Output 
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of ingeto tllld eaot1.1lge wao 42, 100, 000 tons, only a little l eOB than that 1n 

the W1U" year a , Md 22 p ercent ~ead of the 1919 to tal. The 1ndependenh 

were able to make a 1110re fuorable ohowing in comparieon w1 th 1919 than wao 

the Steel Corporation, deopite the hi&ber pricee ch3rged by the independ­

en t s ; independent output 1nereaoed 31 percent aa compared to a rioe of 12 

percent for the Steel Corporation. 

4. 

Independent company pricee rea.ch od their peek 1n Aue,uet 1920. A. grad­

ud decline 1n deiii!Uld became apparent about that time and prices otarted to 

fall , graduall7 a t t'lret, and then with erlr.,.. rap idity. :87 late !lo ... eaber 

independent p rice a bad reached tha Steel CorpVM ''e~lo1ftl. A.t the and of 

the year production of the 1ndependenta had dropped rom prnct i call7 tull 

CJ'!'acity to about 30 percent o! eapae1t7. Output of the Steel Corporation 

•a• about 90 p ercent of capaeitl', r E:I81ning a t that leYel becaut~e of worlt 

on f orward busineae contrncted for earlier in the year. 

A.bout the firat of February 1921 independente began cutting below the 

Steel Corporation p ricee 1n nn effort t o get edditional buo1neas . Tbe price 

~•t• deepened until by the firat week in ~ril independent• were oell1ng 

sh•~ts a t 3.6o centa a pound , 17 p ercent below the Corporation p rice of 

4 . J5 centa; and bare were being aold at 2.00 cents "pound, 15 p ercent be­

low the Corpor a tion J)rice of 2 . 35 centa. Output of the independent companiee 

dropped from about 30 p ercent of capacity late 1n December t o 20 percent 

during t he latter part of llareh , deopite the p rice reductiooa. 

Meanwhile t be Steel Corporation 1 a op erations , which had held up well 

during Jll!luary nt about 90 p ercent of capacity1 _fell off 1n February to 

about 80 p ercent and then declined ehaz]>ly t o 110 p ercent 1n the !trot waek 

o! Jlnril , as forward orders placed in 1920 began to be filled. The Corpo­

ration waa not able to book new buainaaa dur1ng moot o! thie period eince 

i t WI'S being undercut by the 1ndepandenta. 

The Corporation 1 a price policy wae being attacked by the Coi!!ptroller 

of the Currency, Jobn Skelton Willi&ma. In hie annual report llr. Wil11amo 

charGed that tlle Corporation 1e pricee were auch too hi&b. Judge Oar;y re-

9l1ed to t h le critieioll early 1n February. About February 15, Kr. WUliama 

sent a let t or to Judge Gary 1n which ho said that • eYidanca that tho United 

States Steel Corporation ia aelling ita produota at reasonable prieeo end 

accept ing amaller p rotita would b e an e:raq>le llftd 8ft 1.1lopirat1on to • work­

in!( people , 111Nluf8eturera, wholeaale llftd r etail cerchanta, md farmers , 

whereas "no insidious, enaek1nll p ropaganda of • • • • • opoatleA of ru1n oould 

put in the popular sind ao anch poiaon aa r etuaal b7" the U. S. Steel 

Corporation •to do ita pMt toward eol'f'ing a great lllld difficult probl•. • 

To this Judge Gary replied at s reat length early in llarch. 
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---
Po .. i 'bl;r u a renlt of attacb on tho Corporation'• p rice a trw:tun, 

but more lilcel;y becauao the Corporation wao loa1Jlg but111ees to 1Jlcl.epaodenh, 

tbe Corporation t onoall7 re4:nood ita quotationa aa of JprU 13, 1921. !l'hia 

wao tile tirot p.riee eballge tho Corporati011 ba4 ~ 111 o .. or two ,... ... , or 

since !.larch 21, 1919. Si..J.t.Deoual7, 1Jlcl.ep811d811t priooa wero all«btl7 1Jl­

creaoed, 1111d free tbat time UJltU the praoa~~t , ao far aa the writer ia aware; 

the CorpO ratiOJI a11d tho 1Jldap.ndaota ba"• followad aubateDt1all7 the -• 

price pol1cy, except f.or irragular i ties 'bro~t about 'by aporadlc p rlca­

cutt!ng. !!'he peri od from September 1919 through llarcb 1921 waa appnr811tl7 

nn1qua 111 that Corpor ation pri coa 1111d illcl.epa~~dallt prieoo on idaotlcal p rocl-­

ucto Te.ried widol;r. 

'!'he steel trade thought that prices bad been otabilbed aa 11111 aa 

equalized &t t he .April 13 le .. al, Ho ..... ar, prieo e11tt ing set 1Jl allooot 1a­

med1atel;y and 'by the first of June Iron Mt p rice quot&tiono recognised a 

lower market on oheeto , o.a 1a &hoe b;r tho chart. .All producoro , 111cl ud­

!ng the Corpor ation, ~re meet111g COIIJ>etition aa it de"oloped. 

On Jul;r 5 tho l!et hlehec Steel Coli)>AD.7 f onoall7 reduced ito quoted price a 

to t he actual marke t l e,.el, The Staal Corpor&t l on ohortl;r followed auit. 

Thia llll\y have been the firet 111otance of & price oett1ng pol1c7 which baa 

been practiced aan;y t1aoo elnce: one of t ho l&rgo s teel companieo, aU. s. 
Steel aubo1d1ary or l!ethleb111 or Republre, annoUIIcee now quotation• and 

after a decent 1nten&l all other cooqpan1eo f all 1Jl 11Jla. 'lban p ricao are 

rh111g the new quotation r epr esento an actual 1Jlcreaoe 1n tho p rice ot atoel, 

ln&t w!>en prices are t all1Jlg t he n ew quota tion repreeento onl7 an a4Jut.ct 

of formal quotations to actual market condit ione . 

llethlohem bad hardl7 annoUIIced the new quotation s when p rice cutting 

broke out again . l!y t ho middle of Jul7 t hor e wa o talk of "&MTeo•i"o coa­

petition between Steel Corpora tion &nd 1Jldopondent etaal 1n tho Chicago 

QIU'ket . • !l'hrout;bout tho 111clnotr;r tho p roclueoro , l ncludl.llg tho Corporation, 

•howed 0 w1ll1n£11ell to nCIIB a price that will telte t ho 'tololnooo. • On 

..luguot 2 Judge Gory took pe.lnt to correct a r eport 1n the !&).1 Str eet .T!!!!l11•1 

of the ...,. date • b leb eaid that the Corporati on na epparentl;r t&kt.nc tho 

lead ln pric e cutting on at laaet Olle procluet; t ho Judge ea1d that tho 

Corporation .... not aldllt; an;r roduotlona except to a eot tho p r1coo of l ... d­

lnt lodependont aanutacturero. Lah 1Jl ~t, how ... er, the Iro" J.a re­

ferred to widespread report• ot aggrooaho p rice e11tt ing b;r tho Steal 

Corporation. 

Saptea'ber 10 t he lone aortae ot price docl1noo wu 'bro~ wh• tho 

Corporation ann01lllced hio!l>er pricao on rlro products. Independent proclueoro 
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t ollo•ed the Corporation ' • adnncea. J. week later illdependent co"'Peniaa 
out "" sheet price a 1111d the Corporation followed auit ahortl;r thereafter. 
31 tb~ end of Septoaher the aoat draatio part of the 1921 liqu14ation waa 

onr. &ltbow;b tho arket aa a 'llhole oontimled to declille untU :Pebruar;r 
1922. !he loweot p rice reached for steel abaete was 2. 75 cenh a pcnmd, 
,,. shown on the chart, but ot~el bo.ra hit a low of 1.39 eento ill 7ebruar;r 

11114 Uareh 1922 , ao oo:rpa.red to the low of 1.50 cenh on the chart. 

Tbe year 1921 wae the worot the steel illduatr;r had eTer experienced 

"l' t.o that tl.me. 'l'otal autput waa leas than half that of 1920. 1'he Steel 
Con>oration caehed 1n heaTU;r on ita price aa11lten1111ce poliq of 1920, 

whiCh enabled it t o book eo lllt\Ch 1921 bualneu that ito autput declined 
onl)' 43 percent from 1920 to 1921 while independent autput declilled 61 

percent . 
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1\eal Prt- 1a 1919. 1920. •4 1921 

.........,., !ha ka u. 

:Sott ataal bare at Pittabursb:f 2S black aheeta 1D Pittaburlb 

llonth r iA Qd~l lUtE Jitsmll I 2A am~a lll :t nmmA 
Tes.r ; : U. S. StHl I ln4~-4ant : '0'. e. Steal I ln4epaa4Ml\ 

;, Comontlop t ..,., .. , ; 1 Corporation ... ,,. 
1919 JaDua.r:r 2.70 2.70 lqo 4.70 

lebruar;r 2.70 2.70 4.70 4.70 
lla.rch 2.61 2.61 4.61 4.61 
JprU 2-35 2-35 4.35 4.35 
ll&:r 2-35 2-35 4.35 4.35 
June 2-35 2-35 4.35 ~-35 
Jul;r 2-35 2.35 4.35 4.35 
..llJ&U.•t 2.35 2.35 4.35 4.35 
September 2.35 2-35 4.35 ~-35 
October 2-35 2.39 4.35 4.35 
Non11ber 2.35 2.69 4.35 4.35 
Doce.,ber 2-35 2.75 4.35 4.}5 

1920 Jnnua.r:r 2.35 2-75 4.35 4.48 
J' e b I'W>l' :r 2.}5 3·00 4.}5 5-00 
llaroh 2-35 }.6} 4.35 5·50 
Jpr11 2.35 3·75 4.35 5-50 
W..:r 2-35 3-63 4.35 5-50 
J'Oille 2-35 3·50 4.}5 5·50 
JW.:r 2-35 3·50 4.35 6.75 
.tD&ut 2.35 }.25 4.35 1·50 
S~t..,ber 2-35 3·25 4.35 1·38 
October 2-35 }.13 4.35 6.69 
lloY..,ber 2.35 2.87 4.35 ~-77 
December 2.35 2.35 4.35 -35 
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'fable •o. 2 

Steel Prlcea 1B 1919, 1920, &lld 1921 

Source! 'l'he Irop. Me 

4 2·35 2·35 4.35 4.35 JulT 5 1.9() 3·50 
u 2.35 2.35 4.35 4.35 12 1.9() 3·50 
1S 2.35 2.35 4.35 4.35 19 1.80 - 1.90 3·25 - 3·50 

25 2.35 2·35 4.35 4.35 26 1.75 3.00 - 3· 50 

1 2.35 2·35 4.35 4.35 .Ant;. 2 1.75 3.00 - 3.25 
g 2.35 2.15 4.35 4.20 

1g 
1.75 3·00 

15 2.35 2.10 4.35 4.20 1.75 3.00 
22 2·35 2.00 4.35 4.10 23 1.75 2. 75 - 3.00 

4.00 
30 1.6o - 1.75 2·75 

l 2.35 2.00 4.35 
g 2·35 2.00 4.35 3·85 Sep. 6 1.6o - 1.75 2·75 

15 2.35 2.00 4.35 3·85 13 l.6o - 1. 75 2.75 
22 2·35 2.00 4.35 }.85 20 1.50 - 1.65 2.75- J.OO 

29 2.35 2.00 4. 35 J .85 27 1.50 - 1.65 ).00 

5 2·35 2.00 4.35 3·75 Oct. 4 1.50 - 1.65 J.OO 
12 2.}5 2.00 4.}5 3.6o 11 1.50 - 1.65 3·00 
19 2.10 4.00 18 1.50 - 1.65 J.OO 
26 2.10 4.00 25 1.50 - 1.65 3·00 

3 2.10 4.00 llo<r. 1 1.50 - 1.65 2.90 - }.00 
10 2.10 4.00 8 1.50 - 1.65 2.90 - 3.00 
17 2.10 4.00 15 1.50 - 1.6o 2.75 - J.OO 
24 2.10 4.00 22 1.50 - 1.6o 2.75- J.OO 

31 2.10 4.00 29 1.50 - 1.6o }.00 

2.10 }.85- 4.00 Dec. 6 1.50 - 1.6o 3·00 
2.10 3.85 - 4.00 13 1.50 - 1.6o }.00 

2.00 - 2.10 3·75- 4.00 20 1.50 - 1.6o ).00 

1.95 - 2.10 3·75 27 1.50 - 1.6o }.00 
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TREASURY DEPAfn'MENT 
~-

INT•a OP'P'IC.. COWWUNICATION .. ,. .. L!~ u, 1938 • 

•o Secretary !.lcrgenthau 

••o" Mr. Taylor 

Subject: British request with r espect t o i nterpretation 
ot the exchange clause in the proposed trade 
agreements. 

Question: 

The British have asked us (via Mr. Bewley) whether 
a 10 cent change in t he dollar-sterling rate would be 
regarded as a justificati on tor invoking t he hedge 
clause in the following pa ragraph o t the proposed trade 
agreement with t he United Kingdom: 

"In the event that t he rate ot exchange 
between the curr encies ot the United States ot 
America and the United Kingdom varies consid­
erably trom the rate obtaini ng on the day ot 
the signature ot th is Agreement, ei ther Govern­
ment, it it ooneiders the change i n rate eo sub­
stantial ae to prejudice t he industry or com­
merce ot i ta territory, shall be tree to propose 
negot iations t or the modification ot th1B Agree­
ment or to terminate t his Agreement in ita 
entirety on t hirty daye• written notice.• 

~ecomaended answer: 

Inasmuch as a definit ive answer t o the question 
asked involves an interpretation ot a provision in a 
contemplated trade agreement between t he two Governments, 
which is primarily a State Department ma t ter, the Tr eaeur,y 
Department cannot, ot course, answer the queet1on t or this 
Government. 
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H.li.Jr: Hello. 

Operator: Hogate. Go ahead. 

Kay ll, 1938. 
11:57 a . m. 
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H.~.Jr: Hello. 

Kenneth C. 
Hogate: Hello, Mr. Secretary. 

H. M.Jr: How are you? 

H: 

H.li. Jr: 

H: 

H. ll.Jr: 

H: 

H.ll.Jr : 

H: 

H.M.Jr: 

H: 

H.ll.Jr: 

a: 

H. li.Jr: 

H: 

H.!i.Jr: 

Fine. I hope you are. 

How•s t~reat sof~ball player? 

Well, it' s almost getting around time for it. 

That's right. 

Have you been up to the farm much? 

We 1 ve been up the last two week-ends, and I've never 
seen the country more beautiful. 

I don't think I ever have . I 1 ve never seen so maQY 
flowers that usually ar e strung out all over the 
spring all in blossom at the same time. 

That ' s right. 

Yes, it's been a wonderful spring. 

The reason I•m calling you is this. I wonder if as 
a friend - whether you can tell me anything about 
JohnQ)' Banes that I ougb.t to know. 

Ah - everything that I know about him is to the good, 
wi tb. the exception of the extent to which he may be 
embarrassingly - I'm aure he ' s not dishonestly -
involved in this Whitney situation. 

Ob-huh. 

You probably know something about that. 

I o, I don' t. 
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ll : 
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8: 
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Ah - the - the - the story is here - now, I don ' t 
know whether it' s true or not - the story is here 
that he - that he has a half interest 1n a loan 
of $216,000 which was made to Whitney, and that 
he - consequently he advanced Whitney somewhat over 
a hundred thousand dollars. 

Recently? 

Ah - yes, I t hink so. 
but it was outstandi.ng 
failure . 

Now, I don't Jmow the date, 
at the time of Whitney ' s 

Well , how - well, I'm so interested on these things -
how would have been kept from coming to light? 

The - the loan, as I understand it, is not in his 
name, and - ah - I guess that everybody who was 
investigating the thing Just didn't - did.n't see 
any point in bringing it out . 

\'/ell , would you tell me in whos e name it is? 

I can. I think I can find out, but I don't know 
right now. 

Well, could you? 

Yes, I•m pretty sure that I can. Shall I call you 
back on that later? 

Yes . I tell you, I'd like to call you. 

J.ll right. 

Because I'm going home this afternoon. I'm taking a 
half a day off. It happens to be my birthday. 

Well , congratulations. 

llbat - thank you - what would be a good time to call 
you? What time do you leave your office? 

Ah - well, I ' ll be here until quite late . Any time. 

illhat do you call late? 

Any time up till six o 'clock. 
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a . li.Jr: 

H: 

8.:.1. Jr: 

1! : 
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B: 

8 . 11.Jr: 

8: 

H. :A. Jr: 
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H: 
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B: 

8.li. Jr: 

B: 

H.M.Jr: 
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Any time up till six. 

Yes. I 1ll probab~ b e bare later, but in any event 
certaLnly - if that isn't late enough, why, •• • 

Ob yes . Ob yes. I want to give you all the time 
necessary. 

Vlell , I think I can find this out in about an hour 
or so. 

You do . 

Yes. 

Of course the important thing would be to know the 
name, you see. 

Yes. Now, the only other thing that I - that I know 
about is that - you know, in the testimony up here 
before the S. B. C. - ab - Hanes was indirectly quoted 
as having - having a feeling that the Vlbitney thing 
should be hushed up. You saw that testimony, I expect . 

No, I didn't. 

He went on the stand and deniea that that is true. 

Yes . 

People with whom I talk say that that is true, 
that his denial is not true . 

I see . 

That - t hat be did express that opinion. 

Oh-bub. 

And immediately a fter his denial the S.B.C. 
adjourned, and I think permanently - at l east , 
they haven' t been resumed since- adjourned their 
hearings here . 

Oh-bub. 

Now, neither one of those things r eflected i .n any 
way dishonorably on him, but • ••. 

Well • •• • 
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••• the feeling that I had- and I heard about it 
in this morning's news - was that he was more or 
less being shoved out of the S.E.C. to &Yoid a~ 
possibilities of embarrassment on his part , and 
that another job was being made for him. 

No, that ' s not correct . No, I - I sought him out. 

Yo\l di d? 

Yes, I did . 

'Nell, I think you're quite right i n doing so. 

No, I sought him out. 

I s ay I think you're quite right in doing so. 

yes. 

Because he ' s a man of- he's a man of confidence ••• 

Yes . 

• • and capability, and had a f ine reputation. 

H. 1l .Jr : Yes. 

H: 

H.:J.Jr: 

8 : 

H. !.!.Jr : 

H: 

li . M.Jr: 

H: 

H. II.Jr: 

And the only thing that - that 1 know that you need 
be concerned about at all is just to make sure tbat 
this Whitney thing doesn't explode in your f ace 1n 
aey way. 

Well, I •m going to make dam.n sure. 

This is all between ourselves, of course . 

Absolutely. 

I know nothing else that you need look i nto at ell 
and - if you' ll get satisfied on that point. 

Yes. 

I think he'd a~ake a fine man for you . 

Oh-huh. 
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And there ' s nothing tbat I ' ve heard of i n connection 
with the Vlhi tney case that really r eflects on - on 
hh honor ln any way at all. 

Uh- huh • 

I weun th ere ' s no r eason wily he shouldn ' t have lent 
llhl tney sowe money . If he was under this delusion 
th:. t. everybody else was , that the fellow was honest 
LCa.U • • • • 

1/ell, .. er e they under thrst oelusion? 

~cs . Oh, there ' s no ~uestion about that . 

J h , r <Jelly? 

Yes . There ' s no ques t i on about that . f.h - and - ah -
.JJ' ovu rse , t hey - t hey look like saps today •••• 

Yep . 

. . . in t he l i gl1t of wha t 1 s been r eves led . 

Ye p . 

But nevl r the less t ha t 1 s - t hat 1 s exactly the way they 
fe lt . 

1/ell, would you want t o see a mlln J.ssistant Secretary 
of the Treasury t hat loaned 'o\'h itney over a hundred 
thous6nd dolla r s? 

::ell, I don ' t 'Na nt t o answer t ha t offhand . 

J . K. All right. 

l ' u llKe t o think about tha t . 

11ll right. 

Now , you understano wh1.1t I •m telling you on t hat 
story, t oo . I can get - I think I can get you the 
name. 

Yes . 

In which he i s purported t o have s half interest in 

t he l oan. 
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Right . 

What I 1 m telling you is - I don't know to my personal 
knowledge; it's Just gossip around the Street. 

Yes . 

And pretty widely - I don ' t mecn irresponsible quarters; 
it' s - it's - it ' s assumed t o be a fact. 

Right . Well, I can't t ell you how much obliged I am, 
and 1 1 11 call you up in severcl hours . 

All righ~, that ' ll be fine . 1 111 be here all after- -
any time, say, after three o ' clock, from three to six. 
O.K. 

All r ight . 

Thank you so much. 

Good-bye. 
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lolay 11, 1938. 
12•01 p.m. 
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fl . !t. Jr: Hello . 

Operat or: ~hairman Douglas. 

H . ~: .Jr: llello . 

O~er~ tor: Go ahead. 

fl . ~t . Jr: liello , Douglas • 

.. 1111em 0 . 
Doughs: Yes, Ur. Secretary. 

H.M.Jr: Are you alone? 

D: Yep . 

H. i .Jr: Look, Dougl as, I - as a r esult of th1s th1ng of Banes 
being on the ticker • • • 

D: Yep. 

H . :~ . Jr: • • • I was t ol d by somebody ln New York that called 
me up, tha t he understands, and he· can't vouch for it, 
thut Banes has got a t\lilf inter es t in a $200, 000 l oan 
t o Whitney . Do you know anything about it? 

1!: 

H. lL . Jr: 

D: 

H.M. Jr: 

IJ : 

H.l!.Jr: 

D: 

hh - no, you better - you better talk to Banes . Bave 
you t alked t o him about i t ? 

llo, I'm going t o . 

Better get hold of your facts, because I - I Just -
I Just wouldn't know. 

What? 

I just wouldn't know the details. I 1 ve never -when 
J ollnny came on here, he t ook all or his financial 
transactions, and so on, his interests, investments, 
and so on, and went over them for the purpose of 
me know what they were, and for the purpose of eter1ni1Ur~ 
whether or not he had satisfied the provision of our 
statute ••• 

Yes. 

••• as respects Commissioners e~~gaging in business 
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transactions . 
I'd - I ' d b.ave 
be very - very 
doubt it . 

Now, that's a thing - a detail that 
to check up with on - on J ohnny. I'd 
much surprised if that• s true. I 

Well, I'm going to ask him myself. 

Oh sur e, I would . He ' ll t ell you, right off the bat . 

1he other s t atement tttat was made was tbat when he 
testified, when the S. E. C. was holding hearings up 
in New York - that Hanes testified •••• -

Yes . 

.•• that he did not think tha t this Whitney thing 
should b~ gone into . 

No, tb.at• s - that 's absolutel,y f alse. 

Yes . 

You see, their - that's absolutely false. I ' ve read 
over that transcript, and what one of these so-and-so ' s 
up there wa s trying to do was to smear the Commission. 

Pardon me? 

What one or these so-and-so ' s th&t was testifYing up 
there was trying to do was to smear the Commission. 

I see. 

Dy - he made a charge , based upon hearsay, that he -
that he talked to somebody ~ho t alked to somebod7 who 
t alked to somebody, and so on, to the effect tbat the 
Commission was trying to suppress t his case . 

Uh-huh. 

lhat was a goddam lie . 

Uh-huh. 

Johnny Banes got on the s t and - be had been up in New 
York handling it f or us - and told precisely what we 
were goi.ng to do •• • 

Uh-huh. 
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• • • which was nothing more nor less than ascert aining 
the extent to which the public was involved; a.nd 
secondly, if the public wa s involved, to see what 
steps could be taken to protect the public against 
loss . 

Uh-huh. 

That's all. 

Uh-huh. 

And we're always concerned i n t heir - with that phase 
of the thi ng . 

Right. 

And we 're - there's absolutely no suggestion on his 
part or on anybody ' s part connec ted with the Commission 
t ha t the thing be suppressed , tha t the charges be 
delayed , or that Whitney be continued in business. 
That's absolutely clear. 

Now, may I a sk you one mor e thing, as long as we•re 
on this thi ng? 

Yes . 

Is t here anything t ha t I ought t o know that I don 1 t? 
I mean have I a sked t he wrong ques tions? 

Ah - what do you mean? 

Anything, I mean, t ha t 

Not a thing. 

that- t hat reflec t s on Banes •••• 

Absolutely not. 

i n any way . 

Not i n - absolutel y not. He ' s a hundred percent guy. 

il . i!.Jr: Yes . 

D: Absolutely. There' s absolutel y nothi.ng . 
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Well • .•• 

I went into that very, very caretully before he came on here. 

Uh-huh. 

Very carefully. 

Uh- huh. 
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And I reviewed it up and down the Street, and every conceivable source, and I was absolutely satisfi ed. 
Fine . 

Absolutely . And I made a very careful check. As a matter of fact, I - one t hing that bothered me, just between you and me , at the time, before I gave the green light to the boss on it, wa s the connection with a big investment trust that we were investigating . 
Yes. 

Vie went into that very c a refully with our s t aff ••••. 
Yes • 

• • • and there ' s absolutely nothing that I f ound or that l!I)T s taff found that r e flects at all u pon Johnny. Be1s a - so f ar a s perf ormance and character and wha tnot are concerned and ability - he ' s a hundred per cent . 

HIJ.Tr: Fine. 

D: Absolutely . 

HUJr: Well ••• 

0: And ah • • • • 

Rl!Jr: Well, I' m going to ask hi m this afternoon - I 1m -because .. .. 
D: You ask him and he ' ll he's a guy t hat ' ll give you a hundred per cent answer . 

Yeah. I'• going to ask ht.. 

Sure. I would. 

Regraded Uclassified



- s -

BJI.Tr: Yeah. 

D: Sure. Just sat !.sty yourself. 

lU!Jr: Because the source tha t this ca~~a from couldn' t be 
laughed off. 

D: Yeah. Yeah. 11bat did th 1.s source say ... . ? 

IIMJr: This source said that he had a half interest in the 
$216,000 loan to Yl'hitney. 
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D: Yeah. Well; now, wha t does this sour ce say about h i.s 
t estimony? 

llliJr : 

D: 

ln'Jr: 

D: 

The test imoney, he said, was that he came up there and 

ah - was supposed to have testified in some way 

that - the inference was that be wanted to sort of 
have t h is thing not gone :Into :In a public way. 
And ••• 

Oh, that ' s t hat ' s Just - that fellow 1.s 
whoever i s saying that • •• 

Yeah. 

... . is wit tingly or unwitt :lngly Just .. .. 

Hl.IJr: Well, he d1dn1 t say he beard i t , you see, but he 
wanted me t o know this - hav1ng seen this on the 
Ticker . 

D: Yeah. Wel l , that 's it ' s Just a God-damned lie. 

HIIJr: Well, I' m - well, the po:lnt i s that (laughingly) 
both in your shop and mine we've got to be better 
than Caesar ' s wife. 

D: 

HL1J r : 

C: 

BIIJr: 

C: 

Sure. Abaolutely. 

Better than Caesar ' s wife . 

Absol utely . But I can tell you on .1ll!l one ••• • 

Yes. 

. .. that - on which I have personal knowledge that 

it' s a - it ' s an· absolute l ie, there's nothing t o 
i t - that the only thing that Jolmny was doing - he 
was :In constant co=mmicat ion with me on the thing •• • 
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Fine. 

.. . was try in& to rind out the extent to which there 
were any 118lllbers or the public involved as credi tors 
in that Whi t n ey debacle . 

0 . K, 

And it he round that there were substantial credits 
held by the publi c then we were going t o try to take 
some step~ to insist that the public didn ' t lose any 
IIKlney or that they were properly taken care or and 
that the wolves up in Wall street didn 1t swallow them 
too . · 

F:lne . • = , .. ' 

See? 

Thank you SO DalCh , 

o. K. 

Thank you. 
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JR 

Secretary of Stat e, 

Washington , 

531 May 111 5 p . m. 

My 51 1 May 9 , 2 p. m. 

GRAY 

Bruss tls 

0~290 

~ 
Dated May 11 1 1938 

Reo 1d 12 : 35 p , m, 

In the Ch~~btr of Deputi e~ yenterday Minister of 

Finance explained in d etail t hE am~~nt Rnd reasons for 

tht budgEt deficit and some of the ~ovcrnmcnt 's 

rccommEnflations , :1c ;;as f o llor.Ed by the Prime Minister 

who asked thrEE things : 

One , An early vote on the two taxation proposals 

approvEd by the Finance Commi ssi on (first , the so- called 

crisis t ax substituted by thE Commission for thE 

Government ' s progressive surtax, stt my despatch No. 212 

of Apr i l 13 , and the other, thE increases in customs 

duti es and excise taxEs); 

Two, The establishment of a special committee 

composed of s~n~\drs and representatives of t he ma jori ty 
~ ' 

parties t~;considcr .tht problem of meeting the budget 
• .u· • \ .... 

defic i t; ~G'•' •.. -· 
t' ... •• 

" ' "'' • .. ~< Thre e~ '~A vo~-of confidence not on any specific _ ... ~ 
measure but~n t he Government ' s policy as a whole, It is 

expected 
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- 2- #53, •lay 11 , 5 p . m., from Brussels , 

expected that thE vote v11ll bt talctn today. 

I had occasion to talk with thE PrimE i-linistEr last 

night and hE SEC!ntd somE!-hat ptss1t.t1st1c about the 

prospects of obtaining a majority, 

GIBSON 

"r ·c :sas 
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JR 

SEcrEtary of StatE, 

·Hashing ton. 

39 4, May 11 , 1 p . m. 

GRAY 

London 

Datcd May 11 , 1938 

REo 1d 1 :25 p . m. 

FOR TREASURY FRO" ntrrTERWORTH. 

T~E FrEnch cont rol held thE franc at 177. 75 during 

the morning and acquired a fair amount of stErling; lattr 

in thE day t hE rate was raisEd to 177. 70 but thE amount 

of businEss done decl i ncd . Thc total intake of f orci gn 

ex~hangc was larger than ycstcrday. 

Although the spot bclga has fluctuatcd bEtweEn 

29. 57- 52 thE pr essure has lEssenEd somEwhat today and 

the cit~· · s impression is t hat " thE Bclgi um situati on ia 

bEttEr" . 

1'/'·;c : DDM 
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Pleue !.At ora I. llaJ'ohaadeau tha ta 

1. I ••• Yel'J auob ebooked end aurpriaed at tbe •••••ae 
wbiob llarobaii4Nu •eat ••· 

2. I di d not oonaider tbat under the tripartite aareeaent 
we bad been ooneW.ted, but that be llad 11ap1J 1Dtoraed 
Ill. 

). •• •111 •~•cute 101 ordera on Tueada7 t bat •• reoe1Ye 
troa tile Trenob to bUJ or ael1 franca tor tbe1r account, 
but in doloi ao •• 1n no .. 7 acquieace in the new Frenob 
;>ropo1al , and, wbile I a&reed to do tbJ.1 Tue1Cla7, we are 
not co .. i tted beyond Tuesd17 . 

4. Berore we coaait our sel••• in any way, I wi1b to con1ult 
wi tb tbe Br1~1all , 
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PAIUPBR.&S.I or HLJ:GIWI RIOII'nll 

JROil: 

DATI:: 

American llllbaasy, Pari a 

748 , Kay 12 , 9 a.m . 

(Beotion ~our) 

294 

Janseen feels , as auggeeted in the above-quoted memo­

randum, tbat w1 th tho oompreaaion in Belgian business, 1n 

line with general oontraotion o~ world a~~alrs, no new 

expansion of oredl t ia naoeeaary, and tbat the polioy whioh 

he baa outlined of refusing to g i ve new oredit to Belgian 

eoonomy in the present oircumstanoea ia msrely a maintenance 

of the statue quo of oredit and not de~ation. The National 

B&nk of Belgium baa ample reaourou to protect the currenoy 

and Janseen' s banks &ro in good oondition. Janseen super­

visee oapital movements but depende upon hie oredlt polioy 

to obviate &QJ neoeaaity for exobange oontrol . 

Be told me that politioal opponents of the present 

Government were ~indlng it impoaeible t o urge devaluation 

sinoe Professor Baudhuin , their prinoipal eoonomios 

writer, hae written a book quite reoently approving the 

~onetary polioy adopted by Van Zeeland, whioh polioy still 

continues. Recurring statements by linzig in the London 

li'IN.Ali'OUL 018 tbat Belgian finanou oan never be righted 

until Paul Van Zeeland returns to power are resented br 

the Gover~~~~ent. There ae8lii.B to be little enthusiasm 1n 

Belgi\DI 
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Belgiua tor 8UOh a aoTe, blt th1a etory hurts the belga 

on the exchange aarketa. 

I oalled at our J:abuey on Wednea~ morning and talked 

over my Bruaaela T1a1t with Oounaelor Tuok &Dd Ambua&dor 

Gibson. I lunched at Janaaen1 a hoae at noon where Soudan, 

IUniater of J'iDanoe, and Kaurioe J'rere, hie asaiatant, were 

the other gueate.( Kaurioe J'rer~ worked With Van Zeeland 

on the latter•• report.) ~ -
I presented the ooapliaente and 

beat wiehea of Secretary Korgenthau to the Jl1nieter of 

11nanoe. 

The ll1n1ater of Finance wae keenly interested in know­

ing the details of the ~renoh monetary step of l&et week 

and seemed appreciative of my ooaing to Brueeela to get in 

touoh with hia. Appropriate deoieione could h&Te been 

taken in Bruaaele 1'edneada7 night t o protect the belga the 

following aorningl bad the J'renoh 1ntoraad the Belgians 
(lednaad&yJ 

even on 1lla1 night when the final J'ranoo-Anglo-.-erioan 

negot1atione were concluded. As a oonee.,.,..nce, they r~ 

eented their failure to be inforaad in the premises by the 

i'renoh. 

Soud.a:n experienced a difficult tiaa in the Belgian 

Chamber defending hie finanoial aaasurea on Tua.U.r after­

noon . An iapoaitUn ot taxes autt i oient to ooTer a budget 

deficit of approxia&telr one billion, two hUDdred a1llion 

franca bad been uked tor by the Oonraaent. All but two 

of 
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ot the ta.x meuurea had been thrown out by the J inanoe 

Comllittee , le&Ting one for a ori eie ta.x and another tor 

a oustoms ta.x whioh would proYide tor only 762,000,000 . 

ot the defioit. The GoYernment requested that these two 

measures be pass ed i mmediately and recommended the set ting 

up of a Parliamentary Committee from both branches to work 

out me thode for eoonomioes and tor remedying the remaining 

deficit amo\Ult1ng to 400,000,000 belgas. The &boTe measures 

were the basia on Wednesday eYening, of a Yote of oontidenoe 
there being 

by which the GoYernment was sustained by 101 to 76,1eight 

abstentions . 

Before returning to Parliament yesterday noon , Soudan 

had been rather hopeless about the outlook for the GoYern­

ment , feeling that the French deY&lu&tion had been a most 

unfortunate blow to hie country . 

Be was encouraged to go ahead with his fight in Parlia­

ment by J'rere and Janssen, who i nsisted that the present 

Government bas a better chance to car ry through the neoes­

s&ry measures than any other GoYernment that could be con­

struct ed from the parties as they now exist , no one of 

them having a ujority. lhile the rrenob monetary aou 

had come aa a ebook, they argued, it was too early to say 

that it was yet hurting Be](t.UIII economically • They were both 

ot the opinion that Belgium could keep her prioes dovn 

better than rranoe and that time would be required to see 

how 
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bow auoh dalll~ would be done. They &leo thought that 

coste would eo rue 1n J'ranoe that th1e laet depreciation 

of the !rano would leave little &dY&ntage juet ae preYioue 

depreoiatione han been dieeipated by her higher coste o:t 

production. Janseen and Soudan thanked ae after the 

luncheon :tor oolling to eee thea &Zid proaieed de:t1nitel:r to 

i n:tora ae .i:t BelgiUIII should decide upon &llT unforeseen 

monetary ao\'e 1n order :tor ae to transmit euch in:toraat ion 

t o Secretary Korgenthau. They made the request that we 

r eciprocate in eiailar oirouaatancee and not surprise thea 

u France had done. ( J'rere told me aside that ae he wae 

bringing Soudan to lunch, the latter had wondered if the 

purpose o:t ar visit to Bruaeele wae to tell thea o:t eoae 

conteaplated monetary mo•e on t he par t o:t the United 

Statee.) 

The key poei tion now occupied by Bel giUIII 1n the inte~ 

national monetary eituation waa realised b:r the three 

Belgiane. That ie to ea:r, should the belga !all , pressure 

would i mmediately increase upon the Dutch florin and the 

epeo~atore would move· in a oirole ae they did prior to 

297 

the crumbling o:t the gold b'loo. They are confident that 

the helga oan be held &Zid !eel that tbere ie no need !or 

changing it. However, I gained the nr:r de:t1n1te iiiPrueion 

t hat it 1e believed, &Zid by Frere upeoiall:r, that it ... 

a aiet&lr::e to tie the belga eo !iral:r to gold a:tter ite l&at 

de\'&1-tion. 
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dnal\IAtion. 'lhUe no obau.ge eboul.d be a tteapted ill the 

present oirauaatanoea of atreea lest it be illterpreted aa 

devalUAtion, they adaitted that e•entually the belga ehould 

be freed from ita present binding relation to gol d and 

sboul.d be managed perhaps against sterl ing ae the rrenoh 

frano is now ••naged, or tbDOugh some ayatn such aa ia 

followed in Bwi tzer land or the llsthsrl~ . Thsr Mid that 

auoh a meaaure ahoul.d be undertaken only when conditi one 

are absolutely calm or if and when Great Britain and the 

United States might theaae~yes be taking eome monetary 

act i on s illlul. taneoualy. 

rrom t he luncheon Frere took me t o our Em baser. On 

the war he said that Janseen was preYing a splendid GoYernor 

of the J-tional Bank and he thought hie efforts in the pre­

sent orisie would proYe auoceastul.. ben if the GoTel'DIIent 

now in office ahoul.d fall , Janssen intend& to pursue hie 

preaent polioy. It woul.d not prove surprising to Frere if 

t hia Government ahoul.d yet be defeated in the near future. 

This doee not worry hia, however, as be feels that i t would 

be nen better to take a chance on forai ng a stronger GoY-
rather 

ernment than to haTe one continuing in power 11h1oh is/ i n-

effective. 

The oonYereatione between the Belgian Kiniatera of 

Joreip M!a1ra and Eoo11011ioe and Kaaare. Karoh&Ddeau &114 

Bonnet were participated ill by Frere 'lbo waa in Paris laat 

8"cm4&7· 
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Bun4&1· I 11&8 told oonfident1ally by J'rere that no new 

treaty wu enviaaged &a a reeult of the fall in the J'renoh 

fr&no and that no oonoeaaion hu been 111&4e by J'ranoe to 

Belgium. However, it wu arranged that the induetri&liate 

of J'ranoe and Belgiua 11hoae buein"e 1e of a oompet1t1ve 

nature ahould get together to arrive at a joint prioa 

polioy under government supervision whioh would prevent 

undue &dT&Dtagea or aut:ferins- by either group. J'rere 

believea that something may be worked out along theee 

linea but expeota no great oonoeaaiona from the French. 

An aoo~t of DIY viei t wu given to our J:JDb&sey before 

I left Brueaela yeaterd&y evening at four o1olook. Upon 

my arriial at Paris, I telephoned to Seoretary Korgenth&u 

a IUIIID&ry of the above. 

lnd of Beotion eight and of meaeage. 

BULL IT! 

'I 

• ':1.1"· . .. 
•• 

' 
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'CDE flAL. RESERVE IIANI( 

0,. NEW YORK 

?0'"' .... lJ 

L C ORRESPONDENCE 

CONFIO~TIAL llLII 
L. •· .lDoke 

DATE • ., 12, UH, 

sueJacn !BLIPBOII CORYIR8A!I OR WITH 

BAI!t OF F!Wica. ----
I called cartcuel at lOa ZO, Could 1t be said, I aued 

hi~>, that r rmcb capital • u retum1nc u a reauU of t he rH~t 

de•aluotionf Be repl i ed that franca ao f a r had been purohaaed 

primorily by those who had e short position to coYer and by 

busi oess concern • that had branches in france, The wael.tb7. J'rcoh 

lndhidua.la aa well a~}Lrporat1ons, had not u y et ataned ra­

patrlatinc. Be • • • hopeful as t o t he futu re but t bouaht t hat 

!rom now on it would be harder t o puah the franc up, A araat 

deel r emdned t o be dona and nerything 'WOuld depend upon t he 

decreu t o be publ1ahed next week. 

I atated tha t •• had 11aeo ti&Ur .. aa b1&h aa £80 1 0001 000 

In !oret rn axcmanaa m d &old , euppoaadlT ace~W~uleted by t he handl 

since t.b e middle o f laat week. Waa t hat co rrect? Carif>U el. thou&ht 

it • • s i n t hat nai&hborbood. ( I hsYe t he impress i on that t hat 

figu re repre1eota the min1.u. of aa1n for t he Pr~oh and t hat the 

total m11y well bna bean b1gher.) 

I asked b1a opi ni on aa t o the future o r the bel&aJ 

ould t h11t currency be able to atq on the old baatlf Th e anawar 

to t hat Cartguel t houcht dw;~anded primarily on t he dnelopac' 

or t he political situation, t he trouble in Belr iu. be1ns •ora 
I 1 1 

POlitical than eooaoaioal, In that reapeot. t he situation r811la1ned 

• ery precarloua n~ t bouah the Belgi an cab1n n had been aranted 
. ... j • • d.,., 

• aot.a ot conttdeooe \b1a • o l"'lina. 
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PARAPBRA81 or TJ:LmiWI RIOIIVED 

FROM; Aaer1ou J:labaeey, Parie, h'moe 

DUJ:; Kat 12, 1938, 9 a.a. 

•o., '748 

J'ROK OOOBRAJI. 

... . 
I ' 

In accordance with the instruot1one which the Sec­

retary of the Treasury gave me over the telephone, and 
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1111 1ch were confirmed by telegram lfo. 266 of Kay 10, noon, 

froa~~taent, I lett Parle on Tuesday at 6;10 p.a. 

for Bruseele. The •ational Bank of Belgium GoYernor, 

Janseen, aet •• at the train. We talked for BD hour at 

ay hotel. 

Governor Janseen told • • that on Monday there bad been 

continued heaYy preasure on the belp. Tuesday morning 

when he got 'b&ok troa Baael he i•ediately proceeded t o 

raiee t he official redieoount rate froa 2 to 4 percent. 

He aaid that if the -rlcet had not reeponded, he ~· pre­

pa~ed t o raise the rata even higher. Afterwards he called 

a aeeting of pr1Y&te bankara, and they all agreed to a 

oredit policy, ineiating that if Belg1ua'a l iberal pol1oiee 

weralto continue euoh aelt- dieoipline was neceaeary. 

&round Tueeday noon, following the above etepe, t he 

pressure on the epot balga lightened, and there waw a 

narrowing of forward discount ratee. 

The Oonrnor o1rculah4 to priYate banks a a811l0r&ndua 

that B'fentna. The ••orandua waa baaed upon the 1110rning' • 

agreeaent. I give below a tranelation of thie confidential 

I 
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HI>! 

Srcrrtary of StatE, 

Washincton . 

SPECIAL GRAY 

Ports 

DatEd May 12 , 1938 

Rrc 1d 10:45 a .~, 

748 , l.:ay 12, 9 a . m. ( SECTIOl' TlVO) . 

ThE rEprESEntativEs of a cErtain numbEr of banks 

confErrrd this morning with thr Chairman of thE Bank­

ing CoMmittEE with rEspEct to thE circumstancEs which 

had lEd to thE incrEasE of two pEr cEnt in thE diffErEnt 

rates of thE National Bank. 

At thE concl:.sion of this oonftrence thr follawinz 

program was adopted as brat rrspondin: to the nEcEssities 

of thE mom£nt. 

This protram is in prrfrct conformity with thE 

policy of thE hational Bank. 

All Efforts of thr banl's should bE directEd 

towards the avoidanc e of an increasE in thE volume of 

CrEdits utilizEd in Brl:ium, such an increasE bein~ 

obviously w1tbout economic justification. 

It eors without say1~ that the prEvention of an 

increase in tht volum£ of credit should not involvE 

Q 
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- 2- ,,748, ~.a~- 12, 9 a . m. f r om Par is 

( con t r acti on?) 
a contradiction of credit . The fall in the price of 

raw materials and the diminution of economic activity 

make it possible to affirm that thr volum£ of c red i t 

utilized by Btlcian economic (#) durin: the past yea r 

should be sufficiEnt to assurc normal industrial and 

commercial activity . 

Thcrcforc : 

One . Th~ bcnks shoul d refra l n from :lrant in: any 

new credit rto t justi fird by pcrfectl~ normal i ndustria l 

or conunr rcio.J. transact i ons , Cr(dits reC<uestcd by those 

vtho arc not rn::lctd i n bus in£ as will be refused except 

in quitc exceptional c&srs . 

Two . The banks should permit the utilization of 

'lccr:>tancc crrdi ts , '!'r es sur~ crrd i ts one:' discount 

c redits actuclly ::ranted to cli ents only : 

(o ) '¥1thin the limits of 'lvero;:c utiliza tion durin,: 

the period April 30 , 1937 to ~<in:• 1 , 1938, 

(b ) Upon j ustification by the c r edi ted par ty of 

strictly commercia l credit rc ~uirr mrnts . 

ThE attenti on or the bonks is especially i nvi t ed 

to thc fact that the paper which dots not correspond 
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- 3- #7 48, Mny 12 , 9 a . m. , from Paris . 

to these condi tions will not be o.coeptcd for rediscount 

b•r thE Notional Bank. 

Three . ThE banks should rEfrain from substitut ing 

thEmsElves the one for thE oth er in the grnnting of any 

Treasury, acceptancE , or discount credits . 

Pour . As concerns p'lptr drawn by foreign clients 

on Belgi~n concerns, or h•nded over ~y foreign banks 

to Belgian b!'.nks , thE bnnks will only ace ept such pape.r 

for discount ~ubj cct to the ~grecmen t of the Nati onal 

B~n l< to redi scount 1 t . 

30< 

Five. The banks ·•il l r~frllin from thE rE imbursement 

o f the deposit ·nd crEdit~ accounts of thei r cli Ents 

before t he timE fixEd . " 

BULLil'T 

!iPO 

(*) App~rent omission. 
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PAMPDioU 
POfiOI 1111Jf,1'K'·WJR•v 10. ?U or KA.T 12, 19S8, ftOM PAllia 

Beo1des tile pr~1sions aont1one4 aboYe, tho GOYernor 

told •• that he had decided not to grant foreign brauh 'lluks 

in Bol g1 .. redisoount taoilit1os. ID tho present oiroua­

atanoos, he ll&id, these branoh banks will haYo to depend 

upon their parent oonocrns tor aid. 

On 'fllolld&y GoYornor Januoa ha4 a tolep&olle oall 

fro• OoYorllOr rourDJ.er of the Bank of J'ranoe. .a.ppareutly 

a pr otest about th1a rul1q had booa aado to GoYeruor FovDior 

by one of tho tho French banks doing bua1uaaa 1D Belg1\UI. 

On Wednesday noou GOYernor rourDicr aga1D telephouad to 

OoYeruor Jansson stating t hat this rule waa 1DYolY1Dg a 

battle botweeu the French t rauo aDd the bolga, aDd that if 

it were uot reot1t1ed, 1t aight beooae a d1ploaat1o 1noidout. 

OoYoruor Juaaon said he stood hh ground, i nsisting that 

he h troo to take .ucb a aeaauro 111 aelf dofooae, 1n a 

or1ah auob as Belg1- 1a fao i ng. 

J o atateMnta to tho prose haYs bean •d• by Ooyoruor 

Jauaaon, ud he ll&a d1aoouraged the Qoyornaeut fro• iaauiAC 

any. Balg1- does not need to aake a aonetary obaDge, he 

inehta. Tho GOYernaaat has apparootly aooeptod. hie judgaont, 

and the Jat1onal Banlt apparently baa bee giYO'Il a free haD4 

iu protecting the bella. 

!hs OoYOJ'DOr told •• that bad it uot booo for tho 

Belpaa poUUoal or1ais ooinoi41ng with tho attaot Oil the 

bolp, 
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~ell&. u ·~ ••• ln ~. epenla~or• 10 wa tanaaer 

be!Ol'O 00"1Jic ~Ia- lMwlt. 
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OoYOl'llOl' Juooa foolo ~-~ Bolst- 4ooo 110~ DOH .. ,. 

U'lf o•pl'olaaoi'l'o oooacato. plu. !o toop ~~~• pl'tooa 4o.a 

1o ~~~· -ta el••n w 11.1a. 

IIULLlft. 
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GROUP KEETING 

Jia:y 12, 1938. 
9:30 a . m. Present: 

H.;t.Jr: 

Bell: 

H.!I..Jr: 

Bell: 

B. M.Jr : 

Upham: 

H. lli .Jr: 

UcR: 

llr. llagill 
llr. Taylor 
lir. Oliphant 
llr. Bell 
llr. Baas 
llr. Lochhead 
Ur. Gibbons 
llr. Wlrl te 
llr . Gaston 
llr. Upham 
itr. llcReynolds 
Miss Chauncey 

I feel better today, and I' ve had more fun. From now on I'm going home every dny at noon. I had a lot of fun. 

Wby not make it uniform? 

Nell, this is al l in the family. Where ' s McReynolds? I guess he's working . 

(Laughing) Be •s working. 

Yes , well, he is. 

Be went out with Uarshall. 

This is the most peculiar tlrlng that ' s happened since I ' ve been Secretary of the Treasury. At 11:30 ~orster•s assistant over at the White House sends over a telephone request: •Please make out a commission for the Comptroller of the Currency. Don't fill in the nam~ and don ' t send it. back through the usual channels." 

So as soon as that came in I walked across the street and filed my protest on the gr ound that , first, my understanding was that the President promised O' Connor that he would not fill it, and that, second, .•.• 
(UcReynolds comes in) 

dow's the battle of Charley West? Have you heard? 
He's still in there. 
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And that I just didn't think that Nes t was the 
fellow for it. 
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So a t l:JO Mcintyre called me up a t tbe bouse -
"Whet about \Vest?• 

I said, "I 1m a hundred percent opposed to lllm. 
I Will not endorse hi m." 

"All right . " 

"Well, how do you feel , llac? 

"Well, if I told you, tbe wires would melt,• says 
;icintyre . 

So I just checked here with Diggs , a nd he called 
up Jimmy Roosevelt a t ll:JO, and e t 11 : 30 Charley 
/lest was Comptroller of the Currency, and a t 2:30 
Jimmy Roosevelt's secret ary called back to tell me 
there hnd been a little hitch-up and the thing hadn't 
been cleared yet . 

So this is what I want to do at my press conference, 
if you fellows think it's good . They will undoubtedly 
ask me, and you c an see that they ask me, "ll'hat !'bout 
Charley 17est?• 

Well, I t hought I'd say this: "Well, Charley -
talking a bout Charley ~est, I want to say t hat I 
think O•Connor made a first class Comptroller of 
the Currency. He bas gone back to California to 
run for office . Amongst his attributes which I 
r ate number one is his grebt loyalty to Franklin 
D. Roosevelt. I ' d like to during his ebsence trea t 
~r. o •Connor just the way I treated Wiss Roche Lnd 
give him ample time to turn around. And if within 
a reasonable time Ur. o •Connor wants to come back 
t o the Treasury, as f ar as 1 1 m concerned I'm going 
to do everytlllng possible to keep the position open, 
to give him ample time, because I admire so much the 
quality in him of loyalty to President Franklin D. 
Roosevelt.• 

I should say that would be all right if it doesn't 
tie your bands any further than they a r e already 
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tl •• • Jr : 

G;.s~;on : 

d .• . Jr : 

vo. s t on : 

h • ..!. Jr: 

Guston: 

Gibbons : 

H . .... . Jr: 

uibbons : 
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tied . I wouldn' t put any new shi.ckles on my 
hands as to tha t position . 

Wha t do yo·u mer.n? 

'•'."ell , I mean i f 0 1 '-onnor bus a promise to tha t 
effec t , I tniru< thv t Houlo be ull r ight to s ay . 
If uE ooesn ' t 

He nas . 

If ne has a pr omi se . .. • 
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tie ' s got t ne President 1 s promise . He ' s got mine . 
I just checked it. 

That pr e tty .vell i mplies Lhc t O•Connor , if he want s 
the j ob back aga i n , c;.n have it . 

Yes ; well , 1 do . No , I do . 

lf t here is ~ barga in t o tha t effect, I• d s ay ell 
rigl1 t; otber "l i se I wouldn ' t tie my h" nds . 

;,ill t ha t put you in the position that future 
o fflce no loers - tht t a ~ollec tor of I nternal 
Revenue who wants to run for offi ce can go out 
Lnd resign and co~e back? 

:.ell, as a m&tter of f'&ct , Ne hnve, but t his is & 

peculi;; r case, snd I 1 m perfectly sinc er e til&t t here 
isn't a nyboay in this to•n ~ao is mor e loyE.l to 
F r &nAlia u . Roosevel t t h&n Jefty O•Connor . He did 
not want t o go ou t there . He :as pr actically forced 
to go out there t o run. He tHem 1 t . ..-.,n t t o go . Jim 
h.rley tola me - he said, "Goa, I •ve got the 
dL r ndes t t ime mak ing o • ~onnor go . He wants to keep 
one foot i n 'ilcsningt on nnd one foot out there. I 
never h1.d such D time in my life • 11 

l:ie 'liDS forced t o go , a nd he wEs given the promise 
the t this ;:>os i tion would be .tept open for him . No1v , 
I •m not going to b e any part or pa r c e l - and Diggs 
said ne •s got te l e phone calls toa t it mean s the 
d efeat of 0 ' " onnor. Wh~s t y ou going to chop tha t 
fello~ down for ? 

J h yes . 
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Gibbons: 
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Gibbons : 
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Gibbons : 
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Oliphant: 
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Gibbons : 
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You know, in politics the one thing a bove everything 
else is the question of good f a ith. 

You know, Charley came in and asked me • ••• 

Now, isn' t i t so? Above everything else it ' s the 
question or good faith. 

Sure. 

Well, I'm not going t o be par t and parcel of it. 

"Well, ll:b.at do you think of Cherley West?• 

"Well, I 'd like to get a letter of recommendation 
from nis most r ecent e.mployer . n 

'l:ha t•s off the r ecor d . 

That puts me on the spot. 

That ' s off the record . 

What dld Charley ask? 

Charley - oh, six weeks ago be came in and wanted 
to know about J osephine Hocbe. "Why don't you go 
in and talk t o SecretarY Morgenthau? I know be 
thinks very well of you. • In other wor ds, I figured 
be was going to put it up t o me t o a sk you, so I 
Just bounced it back. 

Wel l , I bad a talk wi th Harold yesterday. 

That ' s the be~t part of it. 

•Why, he isn' t worth $ 2500 o year . What's anybody 
worrying about him for ?• 

~o I said, •Well , he ' s a good two by four county 
politic ian. n 

de said, •Henry, don't exaggera te so .• 

Well , you know, Jim told me one day when we were 
discussing Char l ey - Jim said, •I searched for him· 
for a week, couldn't find bim. " 
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Incidentally, I talked to Jim twice yesterday end 
Jim is a hundred percent in my corner on this 
thing . He goes so far a s to say he gravely doubts whether Charley West could get confirmed, and be 
told the President that yesterday. I don't know, 
but he gravely doubts it. But Just as a matter of 
common decency, I thought I'd say that this morning. 

Well, that was ~ reaction when I heard the thing 
yesterday. They1 ve been kidding Jefty and leaving 
h1.m out on the end of a 11mb, putting h1.m out there and sawing it off. · 

Absolutely. I don't want to be any party to it. 

You haven't made any recommendation for Comptroller of the Currency 1 and that• s why. 

O. K. O.K. ? Anybody? 

Now, let's see - 1 1 m Just thinking out loud - it's 
quite likely that you will be called down on the 
Hill on his confirma tion. 

Yes. On who? 

On Charley West's confirmation. 

Yes. O. K. •Well, I'm opposed t o it . • 

Senator Harrison ••• 

"Opposed to his confirmation.• 

I wonder how good it is to bring out this deal -
•lf you go out and run, we'll hold this job open 
for you." I mean that ' s the way the opposition 
would talk about it. It is partly the thing, I 
think, tha t Steve mentions . 

Oh, I •m willing to run that risk. 

You ought to do 
him nominated . 
you know. 

someth198 for Jefty if they want 
He hesn t got a Ch1naman1 s chance, 

Well, th1s is deeper than that, Berman. Berman? 

I think I know how deep 1t is. 
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on, let me have a little fun. I will not recommend 
him, and Harold Ickes is going up on the Hill and 
talk plenty. He said - he told me he would. 

Tnat ' s right, but to t alk plenty you 
an absolutel y bullet -proof position. 
what 's on my mind? 

have to be in 
Can I say 

Xes, we're all saying . 

Well , I d on't want to spoil your fun. 

Go ahead, it's all r i ght. 
~~~-

It would be all right, 1 suppose, if you geve 
e leave of absence t or three months to go out 
for Governor. Right? 

.'1e didn't give him a leave of absence . 

a man 
and r un 

I'm saying if we did, Just stating e hypothetical 
case. 

O. K. 

Now, if he nominally r esigns •.n th the understanding 
he is to be reappoint ed, I think i t is in substance 
a leave of absence . 

It 's a subterfuge. 

a is term expired a couple days ego . Would end if 
be hadn't r esigned . His t erm expired . 

All right, we can handle it t hi s way, Sir Gelahad 
( t o Oliphant) . 

O. K., I don ' t want to spoil the fun, but I want t o 
see the r oad clear down on t he Hill . 

This fellow from the banking maguzine says , "llr . 
llorgenthau, have you r ecommended Charley Vlest1 s 
a ppointment?" "No." 

•I haven ' t made any recommendation. " 

"I have not ." Period . 
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Ky chief objection to the other thing is, it seems 
t o place you in opposition to the l'fhite Bouse -that 
they want to appoint nim . 

Too much fun for a ~ay morning . 

Yes • 

Oh God, what a crowd ! "bat e bunch of cautious 
sissies ! Oh, what a bunch of cautious sissies! 
And then they write all this stuff up about old 
conservative Uorgenthau. If they only knew this 
Non-partisan Leaguer here (Gaston). 

I guess I'm one of t he four horsemen . 

Boy, you and Viner, Riefler , and Gaston! 

You ' d be right liberal if it weren't for the advice 
you got . 

Absolutely . Dan and I want to do lots of things, but 
they hold us down all the time. 

a aybe it' s holding you down no* t o be free later. 
Then you' ll be perfectly free when you go down on 
the Hill . 

~hen I can say - see, t hey a sk the question, have 
~ reco~ended vharley West for appointment, and 
I'll say, ni have not ." 

xbsolutely. Tha t t~lls the story . 

Can r also say , •Before I recommend him, I 'll wait 
for a letter from his most recent employer•? 

Uh-uhl 

Say that off the record. 

Say that off the record. 

• 
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O.K. All right . 
me the questi on. 
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All right? See t ha t t hey ask 
Will you uo that? 
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Oh, ther e is no doubt about it being asked, because 
Charley West t old the newspapermen yester day t hat 
he was going t o be appointed, that he had been 
promised it . 

Now, wi th the assistance - I know it ' s t erribly -
I got my proble~s today - with the assistance of 
Gaston and 'ilhite - it ' s triple-confidential - I 
•rote this letter yesterday, and I think it' s a 
very good let ter, &nd I ' ll read it to you . I 
left it over there a t one o ' clock . 

":.!y dear Mr . President: 

11 1 a~ould like to present the following suggest ion 
for your considerat i on: 

"That you c r ea t e inf ormally a gr oup of advisers who 
will ac t a s your •gener al steff ' in devis ing means 
and weighing suggestions from a ny source to make the 
new r ecovery pr ogram as effective a s possible, to see 
that it is energetically carried out and to see that 
any stabilizing action which may lat~r become necessary 
is taken in time . 

"For tae members of such a group I would suggest 
Hull , Na llace, Ickes , ~ccles , Jones, Hopkins and 
myself; and I woula further suggest that regular 
meetings be neld, say on Tuesdays . 

"As instances of the sort of problems such a group 
might consider , t he f ollowi ng, more or less pressing 
a t t his time, occur to me: 

" (1) Is the measure now befor e the House adequate as 
a recovery progr am; and if not, in what way should 
i t be strengthened or s upplemented? 

n (2) l•ha t types of H. F. C. loans 'Ifill have the 
most stimulating immediate effect and what positive 
effort should be made to see tha t the money goes 
out?" 

."lhoever thougbt t ha t one Uj) was a good one . Was 
t h& t you (Gast on) or Bar ry? 
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No, it was Herbert. 

Very good, very good. 

"(3) Can and should Agriculture t ake steps 
· to speed up cotton b enefit payments? " 
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That ' s in t he agricultural bill . I understand 
there ' s a pfovision in the agricultural bill that 
raises that ban on las t year ' s Act. So t hey can 
do that . 

"(4) Can not kgricul ture under Section 32 provide 
subst&nticl quantities of surplus food for relief 
and supplies of cotton for the '.'I . P . J. . ? 

"I cite these merely as types of ma t ters which such 
a gr oup might consider and follow up energetically 
when a final decision is made by you. 

" If this suggestion interests you I should like t o 
have an opportunity to discuss it with you.n 

I think 1t 1 s a good lett er. What? 

Excellent . 

Just one minor thought. Do you get the r eaction 
.mere, in the first sentence, it says "and to 
s tabllize in time," ths t thb t r e- suggests the t 
you want to take measures again ..••. 

Yes, I got tha t too late . I was sorry for t hat. 

I t can be easily changea . 

.lell, i t' s gone . It was delivered at one o ' clock 
yester day . 

Excuse me . I didn ' t 

It was delivered by hand . I thought it was 
unfortunate, but it' s gone . 

No;v, I want some mor e help from lilY letter writers, 
you two. I want another letter to the President. 
I want to point out to nlm these lnstructions which 
were g iven to me and 1n turn the t I passed along as 
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follows, see? This i s on February 12 - I celled 
Aubrey Wi lli ams . 

I said : "I ' ve jus t l eft t he President, end he asked 
me t o get in t ouch with you and Bel l and gi ve you 
this message . And I went to i mpress upon you t hat 
this is enti r ely t he President of the United States 
and comes to me as much as a surprise as i t will to 
you, unless maybe you Know about it . Neither Bell 
nor I did . lhe President sai d, •Tell Aubr ey Wi l l i ams 
this . Let ' s ta~e a city like Cleveland, where we 
ar e convincea, from our own informa tion, t hey do 
not have enough money to t ake care of t he need 
situation. Le t ' s say that they had e thousand - one -
twelve hundred people in need . 'llilliams says . with 
t he money available, tNo hundred fifty mill ion, he 
can take care of one tnousand people, "nich leaves 
t wo hundred people which neither the Federal Govern­
ment nor the city of Cleveland can take car e of, 
because they haven ' t got ample . funds . • 

"Will i ams : Yes . 

11 H. !4. Jr : He s aid, ' I then "'ould want Wi l l i ams, not 
to put a t housand people a t work, but to put eight 
hundred people a t work and put the other four hundred 
people on home relief .' 

"Williams : Oh my God l 

"H.!LJr: No«, I want you - and I s aid, "tlo11 r.tr . 
~resident, what you're t elling me is terr ifically 
important, please repeat i t once more until I ge t 
it exactly right. So he r epea t ed it exactly r ight . 
I saio , naow do you want it handled?" Be said, 
"'Nell, 1f 1'/Hliams is sa tis fied tha t t he local 
organization i s al l right, let the l ocal or ganiza-
tion handle it and let him give them the money . If 
he ' s not satisfied wit h the local or ganizati on, let 
him set up his own. • He sai d, 0That 1 s unimpor tant . • 
But he sai d , •That is the way I want i t handled, and 
lfe haven't got the money - haven ' t got the l egal 
r ight, I went it put into this Bill that you and 
Williams are going up on the Hill this afternoon. 1 

Now he was very positive , a nd I want you to be a 
tnousend per cent sure tha t tnis is his idea, and comes 
to me as a complete surpr i se. I don 1 t know wher e he 
got i t f r om, but t hose are his or ders . 
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"Williams : Yes. 

• a . M. Jr: Now Bell is sitting here with me. 
said that he doesn't think we have the legal 
to do that. 

"Williams : Vlell I do, I think we have . 

Bell 
right 

"H . ~ .Jr : Well would you have your la~~ers examine 
it? 

"'lltlliams: Yes. Yes , I 1 ll do that right away . 

•a.M.Jr: hod I don' t know Where it comes from, I 
didn 't ~sk, but he was very, very positive that this 
was wha t ae wanted, in places where we were satisfied 
tnat the communities didn 't have enough money to take 
care of the need. 

"Williams : All right. I •ll finJ out before we get 
up there whetner we've got - it all depends on the 
Comptroller's interpretation. 

"H. !.! . Jr : Nell , if t here ' s any doubt about it, let's 
gtt t he legal right . Bell says he thinks that direct 
r eli ef can only be administered by Resettlement. 

11 /:illiams: Nell that's wnat I tnougbt too, but I 
talked it over with Gill last week, and Gill didn't 
agree with me. He said th~ t be thought we also could 
give direct relief." 

Now, I ' m sure tha t those people never did this thing . 
And I read this tning, which was an excellent report 
on Cleveland, a nd I think it's one of the most out­
rageous t hings that here ther e are these hundreds of 
thousands of people in Cleveland starvi ng . I reed 
the paper - in Chicago it's going to be the same 
thing, and these so-and-so ' s don 1 t carry out the 
~resident ' s orders. 

I want t o go on record in a letter about this 
conversation. Send the President t his, then show 
him Chicago and simply say , •llr. President, this 
tning is so serious ..• •- some thing like that, I 
don't know. I want you t lfO fellows to think it 
over. Here be foresaw this whole thing February 12 -
how to harxlle tnis thing, and they - I know that 
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they haven't done it. Here ' s this thing i n 
Cleveland; the snme thing is coming on in Chicago . 
And I want to go on record . I wanted to go out to 
Cleveland . Mrs. Morgenthau won ' t let me on account 
of my health. I wanted to go • 

.But I want this letter based on this thing. Now, 
i say the Hopkins organization is letting the 
~resident down and the whole country down. The 
President gave them the out. 

Remember this wbole thing? 

Uh-huh. 

Bull? 
-=- . 

.Vell, it ' s all here.-

Nothing can be done about it. You checked up on 
that. 

Does t hat Cleveland report that you have contain 
figures? 

Very a ccurate . 

And you ' re satisfied that they're authoritative . 

I•m not satisfied with the figures, but it's simply 
written from the Cleveland papers . I 1 ll show it 
t o you. 

'.1ell, b ased on tha t and ba sed on what ' s going to 
happen in Chicago, I want to point this out to the 
Pr esident. And you can - I don' t - when you get 
to it, I'd just later on call up Aubrey Williams 
and ask him if he ever carried out the President's 
orders. But if they had, we wouldn ' t have that 
trouble out there now . 

Well, they certainly didn't give Cleveland any 
money for direct r elief. 

Haven' t had it anywhere . I want to walk over 
show tha t t o the President. Just outrageous ! 
being let down every day. £very day he ' s let 

" hO' s got anything of interest? 

and 
Just 

down. 
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vot a Coast Guard officer coming in her e a t 10 
o ' c l ock with a delegation, t o get a Distinguished 
Flying Cr oss . 

i:ha t do I say? 

Well, I •ve got a l ittle memorandum out t her e . 

All r ight . 
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On Na t ional Kortgage Associa t i on fin~ncing , Jesse 
n~ s cUanged and be Rants to n~ndle it by subscr i ption 
tnrough his own orga niza tion . 

25 million? 

25 r.~illion . 

Five-year ? 

Five-year t :1o r s . 

Two • s . 

How do you mean tnr ough his own organi .za t1on? He • s 
going to t ake it all? 

No, ne•s going t o use his r egi ona l offices to nendle 
tile Sllbscription . The Fed doesn1 t want to do it 
because it' s - it isn ' t a direc t guaran- -I mean 
1 t isn' t a direct obligation ,•,her e i t has e full 
guarant y on i t . They were or iginally talking &bout 
handl i ng it on an auction basis . ,·:e l l, he ' s changed 
his mind on t ha t and would r ather nendle it on a 
subscr ipt i on bas i s . 

O. K. All r ight, Dan? 

All r ight with me . 

Geor gie? Tal k f ast . 

That confidential memorandum t hat C8Qe over from t he 
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Taylor: 
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Taylor : 

ii . li .Jr: 

'lay lor: 

H. l.I . Jr: 

Taylor: 

B. :.t.Jr: 
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White Bouse on inventories is in tne paper. I 
marked it with red. It doesn ' t mention it, but 
that's the gist of the memo. Just mentions 
•corn-crib economics.• 

Those men coming down on Tuesday? 

I 1m working on it. 

O.K. 

:iesterd.ay I made a misstatement here . 

Tchl Toni Tchl 

Tne ~Tong man. I meant Rober ts in the National 
City Dank. 

It•s all in the family. 

That• s all . 
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I 1ve got one other thing. On this hearing t hat I ' m 
going to this morning, I ' m going to say tha t we •re 
questioning the a dvisability of these amendments 
for three reasons, possibly four. One is that it 
broadens the field of these organizations; two, that 
it lowers the standar ds; three , that liquidity i s 
given by the Federal Government and we question how 
much liquidity is needed in t hat situation; and, f our, 
the tax thing • 

Uh-huh. And aren ' t you going to put a fourth reason 
in? 

Tnat is the fourth one. 

And the fiftn one: you don't like Fahey's cigars. 

Well, I ' ll see whether that 1 s brought up or not. 

That ' s the best one. If Fahey • ••• 

I mean where that's going t o lead to I don' t know. 

:tou•ve got it all right. 1 111 back you up. But 
don't forget Fahey' s cigars. 
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Taylor: 

UphAm : 

H.M.Jr : 

/Jnite : 

H. l.l . Jr: 

.,lhite: 

H. :J .Jr: 

llhite : 

e .:LJr: 

•hite: 

H.:t .Jr: 

LochheAd : 

H.:J. Jr: 
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Well, t ha t's included in lowering the s tandar ds . 

(Nods nothing) 

Harry? 

A few things, but they can wait until tomorrow. 
r.texico . 

:.il!Jico . 

Gold • 
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~id you have a nice talk with tha t doctor, e x-banker, 
of Germany? 

Very good . 

Smart fellow. 

Very eble chap . Did you know he was not going back? 

Oh yes . He ' s fini shed, out . 

'l:he French fra ncs a r e "uiet but not better . The 
belgas nave improved quite a lot this morning, but 
it's not so much from the vote of confidence in 
the Cabinet, but the fac t tha t overdr afts Rere cut 
out this morning and f orce a certain amount of 
covering . 

Cochran called me up a t home l as t night . I don ' t 
know way. But toe Belgians have put on some r ules 
a nd r egulations tha t hove made Fournier , of the 
Bank of France, perfectly furious , and which 
doesn't permit t hem, I guess, to opera te qui te 
as f r eely in the belga . But he said he ' d write us 
full details . Had a very successful meeting, liked 
it very much a nd all that . 

Incidental l y, when But terworth protested abcut two 
of them going, he didn ' t mention the f act that he 
would be absent when the Kisses Kennedys *ere 
presented in court. He forgot t o menti on that, 
the son of a ~un. I t hink I'd like to write him ­
you (Lochhead) do; I don 1 t waQt to do it - .vri te 
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him a little note, cutting out the picture, and 
simply say - say something funny. Just let hi.m 
know that we know. You do it. Let him know that 
we know that was the day . Wha t? Say we were sur­
prised that he gave up going to it . Something. 

Maybe he had his knee breeches all ready . 

~aybe he had his knee breeches all ready . Just 
a little note. 

You (Gibbons) are in my corner on O' Connor . 

Oh yes . Just simply sawing off the limb. That 
was my first ob jection. 

I got more gossip yesterday. Just can't wait f or 
a day ••• • 

That ' s a ssuming everythi ng 0 1 ~onnor told me about 
what Jimmy and the President said to him 

I •m Just full of gossip. Do you think Governor 
Murphy would make a good Secretary of Commerce? 

Doesn't pay his bills, does he? 

'Nas tha t necessary? 

Some suits some time ago . 

'/tell , don't laugh it of f . 

Secret ary of Commerce? 

Yes . .o:.nough from the Vlhite House - oh, I had a 
good day yesterday. I'm going to stay home lots 
of days. I find the way t o get what's going on 
in Washington is not t o come t o the Treasury. 

Dan? Listen, now t hat Byrd demanded we disclose 
what these 19 independent agenci es are going to do 
when you going to do tha t? They're going to ask 
me about that at the press conference . 

Ar e they? 

.Byrd and I both don't kno.v. 
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Gaston: 

Bell: 

H • .4 . Jr : 

Bell: 

H. :.I.Jr: 

Bell : 

H • .li.Jr: 

Bell: 

li. ·t. Jr: 

oell : 

llcR: 

bell : 

H. li.Jr: 

Bell: 
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There are not 19 . There ' s a statement in the 
testimony. 
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I have the testimony in here, and Den bas a t able 
in here. 

Total authorizati on i s about lJ billion, as he 
pointed out. 

You don't went to give a little speech at my 
press conference on it? 

In the 13 billion is included 4 billion 750 million 
dollars for Home Owners Loan Corporation, of which 
a billion eight bas lapsed. 

I don 1 t want to bother with the details, but you 
put it &11 in there • 

.. is t en, I asked you two fellows to give me some stuff 
to attack the Comptroller General f irst . What hap­
pened to you? 

Well , we 1 re s till - we ' r e sort of wa iting for the 
report . 1'here' s no report gone out . 

I thought .. ,e 1d attack first. 

ue •ve got a memor andum on it. 

"ant me to do it? 

No . 

I ' m doubtful that you ' re going t o have a r~port. 

Will you (Chauncey) please get nine copies of Gener al 
Foch 1 s Ar my Tactics entitled "Attack First• end 
give each one of these people a copy • . By General 
Foch - Army Tactics - "Attack First.• Will you? 

Depends , I think, what flank you 1 re on as to whether 
you attack first. 

All r ight, anything else, Den? 

I have a couple matters that I ' d like to di scuss with 
you and llr. !lac some time - as to this p£.Yroll report, 
and the other is making some arr angement for l1qu1da-
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H.U. Jr: 

bell : 

B. i.! . Jr: 

Bell: 

H. li. Jr: 

Chauncey : 

H. :J.Jr: 

Bell: 

Bell : 

H . ..: .Jr: 

Oliphant: 

li . }l . Jr: 

Oliphant: 

H. !.I .Jr: 

Gast on: 
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tion of this accounting organization by July 1 . 

Well , do you t hink t hat ' s going to happen? 

Yes, I think so . 
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Well, I made some headway the other night. We wert! 
over there f or one hour and fifty minutes , Senator 
.t>yrnes and I . 

You r eally made some headway? 

Ob yes . 

Rant t o ~·let me be the stakeholder, or 
something? -

No, I don ' t want to b et yet. 

Isn't sure enough . 

I only bet when I ' m sure . I only bet when I ' m s ure . 
llut I haven' t los t yet . 

Wel l , I hadn ' t hear d from wha t happened in the 
conference . I Jus t assumed ther e couldn ' t be 
anything done . 

Just so busy working for Charley /.'est I hEven ' t 
had acy time . 

Couldn't it be pointed out specifically how tha t 
would tie into the Cleveland and Chicago situation? 

Wha t' s t hat? 

Your plan would tie in with the Cleveland and 
Chicago situation - how it would solve it. You 
see? 

Well , you (Gast on) get wbat he means? 

Yes . Yes . 

Here ' s helium; she f loa t s - I don't know, a lot 
of stuff in there (banding pile of papers t o Oliphant) . 

Vi d I ever vote on tba t thing? Di d they ever have 
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e meeting? 

No , Johnson of Customs was present and • ••• 

Johnson of Customs? 
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No, Robinson of Customs - present a nd not voting. 

We nt~ver voted. 

Yes , we did. 

VIall , get together, boys , get together . 

Yes, we voted . 

F~ vorably. 

lie •• • • 

ilha t? 

Ne vot ed favorably . 

o'lell, i s there any r ecor d? 

Yes . 

llber e? 

k orm of a letter, I think. 

'lt'ell , would you mnd, please, l etting it all go to 
lir. Oliphant 1 s bends, so I can find out who voted 
o n -.bose instructions, end how? Anybody that's got 
IHI,J'thing, ·will they please turn it over to llr. 
Olipha nt? Because I celled up yesterday end I 
s till don ' t Know who represe nted me, and there must 
b e something in writing. Thi s thing simply says 
it was War , NavY and State tha t voted . No reference 
to the Treasury having voted. Now, it ' s a fight, 
I want tog e t in on it. 

Mcintyre? 
look noble 
anything? 

McReynolds , excuse me . 
th.i s morning. What did 
Everybody happy? 

McReynolds, you 
you swallow, 
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Not very • 

No? What's the matter? 

I just got a few l1 ttle pri ve te fights with the 
c.r .o. and a few things like that. 

Uid you see Blaisdell? 

(Nods yes) 

Interested? 

Very much . Be ' s coming back to talk to me today 
or tomorrow. ·,ye bed & long t a l!( . 

Swell . J.ll right . 
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Kay 12, 1938 

9 : 15 a. m. 

Pre a ant: 

Mr. Marshall Diggs 
Mr. Upham 
Mr. ~cReynolds (later} 

!GltJr: At 11: 30 yesterday morning, I called 
up Colone Ucintyre and sa1d that I had heard a rumor 
that they were going to appoint Wr. Charlle West as 
Comptroller or t he Currency and I sa1d 1 I wtsh you 
would please tell the President that Just ae a matter 
or common decency t ha t I ehould be first consulted.' 

Then about half past eleven or eo, UoReynolds 
gave me a little elip where Forster's assistant tele­
phoned our personnel man and said to eend over a oom­
mheion for ComPtroller or the Currency, but leave the 
name blank and don't send it baok through the usual 
channels . 

Well, baaed on that, I took it over and went to 
sea Wies Le l:land and sa1d , ' Th1s 1s Juet outrageous' 
and that I wanted the President to know about it and 
that it was my understanding that when O' Connor left 
he had assurances f rom t he President h1a position would 
not be filled and I d1d not t hink it should be; rurther­
D:>re, I did not th1nlt Charlle West was t he caliber or 
man to be made ComPtroller. 

I am taking a chance on you (Digga}, young fellow. 

At half past one, Mcintyre called me up and said 
it was all a misunderstanding; the President had meant 
to talk to me the night before , but in t h e excitement 
or convers ation he had forgotten and would like to know 
1f I would approve or Charles West and I aa1d positively 
no. I said to Mcintyre , 1What do you think or Charlie 
West aa Comptroller? ' He said, ' I f I told you, the 
telephone wires would melt. • 

Have ;you heard an;yth1ng7 

Mr. Diggs: I called, when I heard t he rumor at 
about a quarter or one, I called Wise Durand and aa1d, 
11 underatand we have a new Comptroller or the Curranc;y.' 

32? 
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She eaid lha did no~ know a117thif"6 abou~ 1t, but ~o 
wait a a1nute. She oall1d in ov1r the wire and Jiam11 
eaid , I111 that it would be W11t. 1 I eaid, 'Tba~'e 
fin• · ' That'• all. Then about 2:~ 1he oalled .. 
baolt and ea1d, 1 Don1 t earur;thing about that; there 
ie not a olearanoe on it ret.• 

.1Ul , J1:: Do rou know what auuranoee 0 1 Connor 
got bef ore be left about fi lling hie poeitiont 

~· Die•= He told ae the Pruident aeeured hi• 
it woul not ~ filled until after the eleo~ion and 
when I had lunoh w1 tH Jiamie, two or ~hree we eke ago, 
Jiam1e told ae the eame thing , eo rou oan iaagine how 
aurpr1eed I ••. 

HK,Jr: This 1e what I thought I would •ar• I 
don't want to do anrthing, onl7 to help O'Connor. Un­
queetionablf I will be asked at aJ preaa oonferenoe 1 What 
about Wutt I thought I would ear t h1e: that in the 
fi rst place , O' Connor made an excellent Comptroller of 
the Currenor; that when he left here -- turtheremore 
there wae nobod1 in thie town who wa1 more lo7al to the 
President of the United State• than O' Connor, and it wa1 
my underetand1f"6 that we would treat hh polition Ju• t 
u we did Jo1ephine Roche and give hia.-ple t1ae ~o take 
oare of hi1 affair•, and ae far ae I wa• concerned, until 
Kr. O' Connor let ae know def1n1tel7 that he wae not ooa-
1ng baok , I would recommend nobodJ to euooeed hia. I 

328 

aa going to etreee the loralt7 of hiaaelf to the Preeiden~. 
Do r ou think it 11 what we call a n1tt7t 

!lr. Uphaa: Suppose hie n&lle baa gone upt 

Iou re: I can anewer 70U th.at in a minute. 
heard 1 n't , but I will call up and f ind out. 

Mr.~: If h1e name hal gone up to the Hill, 
1t w111 em ra11 rou • 

.1Ul 1Jr: I don't embarraee that eaeil7· 

dent. 
!lr. Uphaa: It aigbt be eabarrallif"6 to the Prell-

HK,Jr: !fell , that' • the trouble. 
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'f• Upbaa: Doe an' t 1 t aort of g1Ye awq that 
10u don know and don't oare. 

HII.Ji: I don't oare. But I wanted to uk th1e 
gentleman,ould 1t be eabarraae1ng to Mr. OConnorT 

!f• D1fgf: I think 1t will be Yer7 fine for 7ou 
to ~~altene e a e•nt. 

group. 
exoept 

Hllttr I aa treating 10u u one of .,. own inner 
t mean• that nobod7 ahould eYer know thie 

Mr. O' Connor. Wo t1pa to &n7bo4J. 

Mr. D1gge: I undere t and. 

(Mr. KoRe1nolde O&lle 1n) 

I appreoiate 1t. 

Hll,Jr: lbat 1 a the word on Wettl 

!r• KoRexnolde: No word. Fore~er is not 1n. 

HII.Jr: Well, between now and preae oonrerenoe, 
you oan find out. 

Mr. lloRefnolda: Thay proa1aed to oall .. the 
minute he oamen. If the)' don't oall in a few a1nutea 
I will oall baolt. 

HII.Jg_ From 0 1 Connor' a atandpoint, IQ' a&Ji~ that 
would help aT 

Mr. D1gga: I th1nlt 10· 

Hf·J~ And 1f West waa put in, wouldn't that be 
harmful o • 0 1 Connor ? 

Kr, D1gge: It waa 1n the p•per out there and aleo 
the d&J before and another one laet night. 

~tlr: h it known he's running in the Pr1mar1etf 
Ia he p ly a oand1dataT 

Mr. Diggs: Oh, 7eel 

Hll,Jf: I told J . F. T. O'Connor, u 
oonoerned, would aalte no reoo ... ndation. 
aign the god daan thing, Can the7 tend 1t 
aign 1U 

far u I aa 
I won't 

up 1f I don't 
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s· ~J!e~f~da: !he Preeident oan uke tbe 
reoouenatonout aJI1 reterenoe to :rou. 

ftis Upn,: !he:r took 1t out ot the Banking 
.lot ot 8. 

~· !ben what' 1 all th11 full about bartng 
a:r 1n1t1i!if' But at 2:30 K111 Durand told 7ou •·· · 

Kr, !)ire: She T01\U\tar117 oalled ae, and aald 
1t had not go olearanoe • 

.!:Dl..l~: If 'IOU bear a117th1ng, :rou get bold of 
t h1..,te!I9i::"(UPbala) and 7ou two walk ln • .,., 

I talked to Farle7 :reeterdaJ, He'• 1n our oorner. 

oOo- ooo 
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Xa7 1.2, 19~ 

11::50 a. m. 

Present: . -... 
Mr. Magill 
Mr. Oliphant 
Mr. "'Re7nolds 

331 

HK,Jr: The question is .-- I am starting from 
eoratch -- vaoanoy ot Assistant General Counsel, posi­
tion to be tilled ot tax legislation on the Hill tor 
next year. I hear all kinde ot rumors that Mao is 
going budgetary, I thought we would have a nice tam1l;r 
part)" and eee who can out-ewizel. 

Kr• Veg111: I am betting on Herman. 

HK.Jr: How, Mao, euppoee you etate the oaee. I 
understand you once a*udl•d law. Vaoanoy ot Assietant 
General Oouneel, somebody to handle tax leg1Blat1on 
after Kagill 1 e return to Columbia. I hope to t1nd an 
Assistant 8eoret&rj'. What will h1a duties bel Will 
he take over Int ernal Revenue from an adm1n1etrat1ve 
standpoint or not. 1ho will handle repreeentation on 
the Hillf I thought Magill had a fellow. I did not 
want to move until I got the complete pi cture. I as 
the only oqe in the room who has no oand1datee. 

Mr. KoR§xpolde: He would not oome into ;rour 
tax picture. 

Mr. Oliihant: Then wouldn' t ;rou need legislation 
giving 7ou .no bar Seoretaryeh1p. When Roe goes baok 
;rou want an Internal Revenue Secretary. 

llr• llag111: No. It I go 7ou have a vaoano;r ,, , 

HK. Jr: No. I have enough plaoee. 

Mr. Megill: On ;rour Aaeietant Seoretar;rah1p, that 
ie, from one poi.llt ot view, ie common to your whole prob­
lem, On the other hand, what that tallow does , I ehould 
euppoee, would depend a~et wholly on what kind ot fellow 
he ie. Koet an;rbody JOU get oan handle the administra­
tive aide ot Internal Revenue t or you. 
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l!r. Oiiph&nt: '!'here ien' t one chance in a 
hundred ot t nd.ing a peraon who can handle adm1n1a­
trat1ve and leghlat1ve aa well ae Jfag1ll. 

HK.Jr: I thi nk you are right. 

Kr· ~ill: I would ehoot tor the tallow who 
can handle ~ administrative work. For my part, 

I don't have muoh hope tor what kind ot legislation 
we can get next year. 

HK,Jr: I don ' t agree . I would have said the 

legislative aide would be the moat d1tti cult. 

Job. 
llr. Oliphant : ~nning of the Bureau 1e a big 

HW,Jr: I have that person - - Harold Graves. 

Mr· Magtll: Why not him t or your As eistant 
Secretary? 

HM.Jr: No, I don ' t think he wants that . 

l!r. ~ReYnolde: No, he doea not want that. 

Mr. Mpgtlll Gravee does one aspect ot that 
work -- reorganization business -- very well . On the 

other hand , there ia a terrible lot of stutf besides 

what Graves ie doing. For example , Wenchel ccmea in 

to see me atter having talked to Kerman Oliphant and 

he baa got the American Smel t1ng and Ret1ning Company 

case tor 1928 involving $11,000 ,000. They have their 

attorney and he, aoting tor the Company , got in t he 

i nventory amendment. There ia no reaeon why Gravee 

ehould know a t hinf in the world about that kind ot 
question and I don t aee how he could. 

I bad my secretary keep track of what I a1gned. 

I signed 114 iteme in that particular week. I won' t 

say al.l are dynamite, but a good 100 out ot 114 are 

dynamite. 

HW.Jr: I think the place to start il what kind 

ot an 4aaiatant Secretary do we want. What will hie 

dut1ee bet And I take 1t we have never eat down and 

talked thia through betore. 
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!lr, "felll 'fhe trouble 11 , I Juet don't know 
;your u.n. onl;y two pol8ib1lit1ee I oan think of 
I ha·n giYen ;you and both, apparentlJ, are out of the 
picture. ~nollaDberg, ba1 a going to Yale. 

HX. Jr1 I an ' t there aDJbOdJ else in the 'llhola 
oountr;yf 4rh1a fellow at HarYard -- who 1a itl 

tul. 

Xr• MrgUll Jla8uireT Good IIIIIJI! 

Xr• OJ.1J'!h•ns: I have rq man. 

HM 1J£1 J'or Aaa1atant Saoretar;yT 

... Olll!bant I Rogge. &11:0, J'roa Oh1oago. 

~ ~g1.11 : I don ' t think Mag\Ure 1e quite foroe­
u 1 good -n, good experience, good knowledge. 

HX.Jr: How about RoggaT 

Mr· Kpg111: I don ' t really know h1m. 

Hllrlr: Ueing b1Ja aa an example, 1f be oame 1n 
he woul ve four months to get broken 1n. 'fben be 
goee 1nto the Assistant Seoretar;yehip 1n obarge of •• •• 

!!J:, Meg1lll ... Internal Revenue • 
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HM,Jr: !ben what about representation on the H111T 

J!r, Olll!bant: 'l'arleau. 

HX.Jr: What t1tle1 Where does he t11i? Out of 
what funde does he get pa1d1 What t1tleT 

M£, O~'Dbant I 
exolue1 vel;y venue. 

RaYanue would pay h1a. lie would be 

Hll.Jr: Where 11 be bel~ paid troa nowT 

!!J:. lloRexnoldtl I th1nlt he1 e on Rennue roll now. 

HII .Jr: How mohT 

Xr• Mrg!ll: t'7600. 

Regraded Uclassified



HM.Jr: To whom would he be reeponsible7 

Kr. Uegilll To the Assistant Secretary. 

Kr. K~Y~old•: I don1 t know enough about Rogge 
to know~et~e could carry this burden. Has he had 
any experience on Revenue lawt 
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Kr. Oliphant: Yea. I suppose the larger percent­
age of his pra ctice has been in tax work • 

..!• JloRtxnoldll I would not be eurpr1!ed it Rogge 
would e a pretty good man. It you had hia u Asaietant 
Secretary with Revenue a11igned to him, with Tarleau a.nd 
Blough coming down the line to take care of tax 1tutt, it 
might worlt out all right. 

Hll .Jx:: One aore thing, and we will talk about it 
tomorrow, Doe• any of this affect the vaoanoy of Assist­
ant General Counselt 

Kr. Ko~noldo: There are two vacancies: 
that Clarence d, and Ient. 

the one 

Kr, 011ph~t: I hope Ient 1 s successor will be re­
leased from tax ~gislation, beoauee I could use him on 
other stuff, Poeeibility of taking legal worlt of the 
Comptroller'• Office. OUr t hought about Bernstein wae 
we would watch hill and see it he wae Aseietant General 
Counseleh1p material. He ' s carrying all that load on 
monetary and finance, and doing a fine Job. 

HW,Jr: Then it gets down to -- ia money avail-
able to fill theee positions to hold up and support the 
hand of an Aaeistant Secretary who ie going to be in charge 
ot Internal Revenue and tax legislation! 

Kt, KoRtxnoldo : They have to be paid from Revenue 
rolla . They have l so,ooo ,ooo and it you spend it there 
you don1 t spend it aomewhere else. 

HK,Jr: It I get it etraight, you will have an 
Aaaistant Secretary in charge of all tax aattera. Under 
him you will have Blough, tax ruearoh, and Kr. "X1 or 
l&r. Tarleau to repreaent• ue on the Rill . All of thea 
would be reaponaible to him and would not be in t he otf ioe 
ot the General Couneel t 
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Mr• Olt~bant: That'• right, We agreed on 
that eome 110ft aago, that wh1le hitherto tax legis­
l a t i on hae been 1n the Legal Depart ment, 1 t be taken 
out ot the Legal Department, at Jt111 euggeet1on, and 
put under an Aaa1atant Secretary in charge ot taxes. 
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Kr. !fgill: You keep the Legielat1ve D1v1eion 
whi ch hto do routine; eTerrth1ng except t axes. 

HK.Jr: We w1ll let 1t cook t or 24 houra. 

oOo- oOo 
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PAJUPIIltAU OJ' nr.mpav ~liVID 

I'ROlla Aller1oan ••e.,., London, 1Dc1an4 

DA!I1 ll&f 12, 1938, DOOD 

Jo., 31115 

nlOII BU!fJRWCR'l'B. 

J'OR TRIUUllT. 

33G 

S'fRlOfLT OCIIJ'IDiftlAL. I ban 1Dqu1ra4 of llotbeoh1lde, 

who oonf1ra that the mOY•et of gold to Oanada froa France 

wae for aoooUIR of the Bank of J:ni1and - pre-ll1)' on 

behalf of the equalisation tua4 of the Br1t1ah. 

fhe BrU1eb Tr•INl'f, when &eked. about th1e moY••t 

atata4 tbat •the exp1aaUon 1a the one that 1eape t o the 

ere• - 1D other worde, it bae been found 41ff1ou1t 111 the 

paat to or•te quiolt1)' a ao1d reeerYe on the Aller1oan oo­

t1Dent 'for uae 111 caee of need•. Therefore 1111ab. a reeene 

1e 1n the prooeae of 'beiDC aoCNJmlata4 at the preeent t1ae. 

Bew1er, I gathered., mew of thh aOY6 eo that he would 

be 111 a poei Uoa to up1a1a. J~ertbe1ee•, for the purpoee 

of confiraaUon 1 t ee-. 1aportant to report the alloYe. 

UIJIIDT. 

' <# •• f .. 'ft • •• 

•• 
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BMJ'r : 

Oper ator: 

HMJ'r: 

John 
Garner: 

HW"r: 

G: 

G: 

lli.!Jr: 

G: 

li!.IJr: 

G: 

Hlo!Jr: 

G: 

fU!Jr : 

0 : 

Hlo!Jr : 

G: 

HIJJr : 

Thursday 
May 12, 19.38 
ll:l7 • •• • 

Bello. 

The Vice Pr esident. 

Bell o . 

Just a moz~t, sir . 

Bello. 

Henry talking. 

Bow are you? 

I' m all right . I thought you might like to know 
that I said at ~ press conference t hat I had not 
recommended Charly West for the Comptroller of the 
Currency. 

That you aren 't going to appoint him? 

I had not recommended his appointment . 

Well, that's what I 1 m 
up - I ... . 

I got that all mixed 

No. I announced publicly at ~ press conference. 

Well, God bless you, you ' ve got a lot of guts as 
well as sense. 

They asked me - "Rave you recoamended him?" And I 
said, "No, I have not . " 

Yes . Well, t hat 's right. 

337 

And I said so publiclY and I said so a half an hour 
ago and I wanted to tell you. 

God bless you . Kay you have health and happiness 
and live always . 

Then I called up Harol d Ickes and sai d, •Harold, 
where•s t hat letter recommending Charly West?" 

Yeah. 

"I'm waiting for it.• 
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G: 

BliJr : 

G: 

. . 338 
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Yeah. 

So Harold said, •Didn't you get it, Heney?• fbat ' s 
t1mr17, it a1st haYe cone astray. • 

Yeah. (Laughs heartUY) 
Atl right, old top, I'll see you to.orrow. 

Thank you. 
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SEcrEtary of State, 

Washington. 

400, May 12 , 7 p. m. 

GRAY 

London 

Dated Uay 12, 1938 

Rtc 1d 2 :45 p, m. 

?OR TRi:ASURY FROI! BUTTERl'IORTl! , 

339 

ThE fr~nc h~s bEEn hEld agai n t oday bEtwEEn 177- 11/16 

and 3/4 and thE Frtnc~ fund acquired an apprEciable 

amount of stErling most of it during thE aftErnoon, 

ThE bElgn h~~ rt~chEd ~ gold poi nt ; wh Ether any 

gold shipmEnts fr~m Lcndon to Antwerp hnvt actuall y 

btEn arrnngEd cannot now bt ascErtainEd, ThE drastic 

limitation of credit facil i tiEs by the Bclg1uo banks has 

produced ~- squtEZE nnd thus g i ven technical support to 

tht currency. 

DOO :CSB 

.... , .. 
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DEPARTMENT OF STATE 

WASHINGTON 

.. , 13, 1938. 

llr dear Kr. 8eoretarr: 

I n accordance wUh a telephone requeet fr~ 

your Office, I encloae her .. 1th one copr of para­

phraae of a confidential report datecl Kay 3 froa 

Wr . W1leon in Par1a . 

B1noerelr youra, 

b oloaure: 

Paraphraae, Io. 689 of 
xar 3 troa Paria. 

The Honorable 

Herbert rei a, 
A4T1aer on International 

Koonoa1c Affaire. 

Benrr Xorsenthau, Jr., 

Beoretary of the Treaaurr. 

3~0 
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P.ut!UL PA!U.PBUS& OJ' T~ uo•rve 

J'ftOil: Allft'ioan lllbae111, Paria, J'ra.noe 

DATI: May 12, l9S8, 5 p.a. 

10.' 7151 

J'ROK COOBIU.I. 

J'eature of exchange .arll:et today 1a the belp. which 

bas strengthened against both sterlillg e.nd French tre.no 

but moving rather abruptly as be.nll:e find their poaitione 

difficult or uncertain with regard to belga busineae as a 

result of new Belgian cred1 t policy. tJnderet::S. ·~~ t 
Lyonnais !or instance claiae unfair treatment on the ground 

that Jational. Bank of Belgiua not only refuses to redie­

oount foreign paper subaitted by this be.nll:1 s Brussele branch 

but also peper •e.nt.ting fro• Belgian fir111 and coTeriDC 

Belgian c~roe. 

Bo far there he.e been no coaple.int froa Jational City 

but it appears that Ouare.nty Trust 1e annoyed about the 

policy. 

APParently considerable eterling waa gained by French 

control today at 17? .70 and aleo a !air amount of ~lle.re 

at ss. 70 through Xorgane; today wae certainly a better dar 

than yeeterday. Rentee are lower and 1110ney ie eaeier, with 

further reduotieu. in in,ereet on ordinary treaaurr bonds 

and on national, 44tf.enae bonde. Official rate of the Banll: of 

J're.nce -· lowered !rca s to a 1/2 percct today. 

IIULLlft. 
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TREASURY DEPARTMENT 

IHTU OI'P"'e& COMWUNICAT10H 

DATO MAY 12 1938 

,. Secretary llorgentbau 

no• Her"lM1l Oliphant 

The follolfi~~g 1e what the Treasury bas bsd to do with the beUUJI matter: 

1. On September J , 19.37, Rob1Daon, or the Customs start, a ttended a IIU!et­

ir~ of t~e Muoitions Board , which was considering the regulations governing the 

illot."'ent of hel11.1.11 . He registered hiaself as present, but not voting. 

2. These regulati ons were sent to you, as a member or the !oiUDitions Bonrd 

? S~creta:ry Hull on Septe:ober 4 , 1937, and on tba S&!:le day Wayne Taylor, ea Act-' 

tnE oecretary, note the Secretary or State tbat the Treasury bad no objections 

to the regulations . This letter came up through Customs in tho regulnr wa.y and 

boro the usual initials , 1Delud1ng 1111 own. 

) . On October 20, 19.37, the Secretary of State forwarded to you the appli­

ct.ti on for ~tll ot7ent of hel 1UI t o Genen,y, 

4 . Apropos of this , I sent to !layne Taylor, on lfove:lber 1.3, 19.37, a aemo­

rand\1'11 givi~~g seven reasons wb;r this application ndght well be disapproved. 

Ther eaf ter I discussed the matter with llr. Taylor, who said we should 

m te a l etter saying we had no objections to granting this application. Accord­

ill::l .-, the attached letter, signed by llr. Taylor "by directi on of the Secretary• 

and ini tie.led by I!IYBslf and Tho::~pscn' a office , went forward to the Secr e tary of 

State on NovQl!lbor 18, 1937. 

5. On Decuber )0, 19.37, the !olunitioos Board met to consider the Annual 

ileport, Dr . Wh1 te attending t or you. This report did not go into the propos ed 

sMp-.~nt of heliWII to Genaany. However, another aspect of helium was considered, 

iistMUy r e lated to the question at iasua. This 11ew eapect dealt with a reco;o­

cendation to liberalize Sollie or the provisions controll1ng the export or beUwo. 

Dr . 'Thite brought it back t o the Treas\lry and i t was aianed by you on his recOIII­

~ndation. 

6 . Following newspaper reports of Secretary I ckes ' interest i n the matter, 

I c•lled your attention, 011 April 18, 19.38, to a nU!Iber or the reasons adv&llced 

1n D;1 ,.ecorandwo to Mr. Taylor, •hieh supported the position that SeeretarJ Iclcea 

'IllS reported to be taking. You telephoned Secre tary Iekea for &II appointment for 

"" ~ see b1.. •hich I d1d 011 that d&J', taking llr. Bernste1D nth me. At Secretary 

Ie~ea ' direction, all or these reasons were given by llr. BerGstein to Felllc Cohe11, 

~'lo was handlillg the problea for Secretary I ckes . · 

7 . FinallJ', you h&Ye received froa Secretary Hull, UDder date of IU.7 9 , 

copias or letters sent by State, War and liavy to Secretary Ickes. To this no 

response hu been ude. Bor baa the Department commented o11 exchallges or let tere 

beboetn State Depan-llt aDd Y&riana ae=bers or C()l1greaa , copies of • hich hen 

bean sent to you at various tiaea. 
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o I LA.o!ICO TO ~CR~COT AN ~~tCtCNT AND LOYAL IUIICAU, tT IHOULO 
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Secretary addresses Lieutenant Olsen: 

For conspicuous heroism, skill and good judgment dis­

played in the line of your duties , and on the recommendation 

the Permanent Board and the Commandant or the United States 

Guard, I take pleasure in presenting to you, Lieutenant 

Olelen, under author! ty granted to me by the Congress, 

this Distinguished Flying Cross , an emblem o! exceptional 

noteworthy service to your country and its citizens. I / 

!eve that the heroism and the tine o!!icerly qualities 

displayed in the !ace o! great danger are typical of the 

to duty and to the tine ideals of the Coast Guard 

that have marked your service . I congratulate you on~ 

this well-deserved honor. 

I also congratulate you, Admiral Waesche , and you, 

Captain Chalker, on the splendid morale and etrtctency of 

the orticers and men ot the rlying service or the Coast Guard, 
. 

displayed on many occasions that go unmarked and typltted 

by such exceptional deeds as that performed by Lieutenant 

Olsen and his crew and shore associates . 
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At a meeting with the Preeident and Bell , the 
President approved t ne letter which Bell and I were 
to sign t o Carter Glaea and aade aeveral auggeationa 
which are being incorporated in the letter beoauee , ae 
he aqe 1 Hoplt1ne aaye that he can do the accounting 
with 500 people and it takee Bell 3,000 men and he 
thought we ought to straighten that out. 

While the Preeident waaletting me eend up a 
letter, neither Mr. Bell nor I got the feeling that 
he would f i ght f or t hoae prinoiplea. 

On t he eo-called relief letterA he read it a nd 
said, 'It ' s all right' but he said ' nave you talked 
to Hopkins about it?1 He said, 'This is dietinotly 
Hopkins' bueinees.' I said/ ' Do you approve 1t?1 He 
aaid, ' Xes, but it 1 a Hopkine buainese. You are 
butting i n on it.' I aaid, 'Suppose Hopkine Jo1ne me 
and s i gna the letter' and he said, ~Yea, abeolutely. 1 

Hopkins will be here at • : 30 . 

346 

The President said 'What about Kexioo71 Ere ea1d, 
'It' s getting much worsa,l and I ea1d, 1Yee. We have 
an idea which 1e only half thought through, but I did 
ask Cordell Hull, this morning, to designate eomebody 
to work with us on it and he designated Feie.' I ea1d, 
1What would you think of the i dea of our loaning 
200,000, 000 ouncee of a1lver to the &lex1oan Goverlllllent 
at a r eaeonable rate of 1ntereat f or 10 yeare. Th1a 
silver would come out of the exoesa s i lver we have on 
deposit bver and above the amount that we need againet 
our eilver oertifioates outetanding.' 

Eell said, 'You mean e1lver eeigniorage'• I eaid , 
' No, I don't.• He ea1d , 1It'• about the eane amount. ' 
I did not argue with him. 

I a aid, ' We would make th1e loan to the Keld.oan 
Government provided that t h ey would coin it into eilvar 
pesoe. We might help them coi n it. Provided that 
they would eign t he trade treaty and straighten out the 
o1l &1 tuation. 1 

The Pree1dent aaid, 'Would yoa give up poaeeaaion 
of the eilver, ' and Ineaid, 'X•• · ' :1 ea1d,'Yea.' I 
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sal.d, 'After all , in the roo• we oan admit it hn 1 t 
worth muoh eitting in our vaulte and Iey Pittman would 
be tor it be cauee it would mean that we got rid of that 
lllloh dlver and would baYe to buy that ..uoh more addi­
tional.' Be eaid, ' Would it need leg1elation? 1 I 
eald, 1 Yea. ' 

He ea1d, 1 How muoh intereet would you oharge them?' 
I said, 1 ~. 1 He ea1d he thought that wae leo muoh. He 
thought ~ would be enough. 

I ea1d, • I aa nrr huaan and after the last para­
graph ln the Kexioan note to Engl~ where they eo courte­
ously reminded them of the EngetpG..;debt to the United 
Statea, I feel Yer,r kindly dlaDoaia to the Mexioane.• 
The President aaid, 1 So dld I.1 He aa1d, 1 Waen1 t that 
a peaohl 1 

I aa1d, 'What do you thlnlt about itT 1 He eald, 
'It sounde intereeting , 1 but he eaya, 1I am like you; 
I want to think it oYer. • 

I ea1d, 1 It we went ahead w1\h thla, we oould do 
what we han auggeehd before and to the State Department 
t wloe: after we haYe got thia down on paper, we oould 
invite Prealdent Cardenae to oome up here to Waebington 
to see you and algn the agreement here. 1 ! he President 
liked that idea. 

(Mote: Thle idea wae glYen to me thle morning by 
Harry White. ) 

oOo-oOo 
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I aa "*'7 -a o•conu~ • """' tiM cUNn nUat nt11aU., 
OtjiMhll;r 1a noa .sA .. dona ciU .. ~· Clrftlaad, Dll\roU ... 
Cilicqo1 • bero \lie Uldlla\ri&l re .. oola b _ , 101>6rpl.:r tol\, !bore 

ill a wiaUar eituaUa 1a ..U..r cUba 1a \be.,_ u oo. ~ 

li..YO laa4 \o -' • caroct re.U.at loc.d tu be;rOIId llbat \llo7 bl.cl 

~·~ &ad 1a tbe cu o or \be Ob1o e1Uo51 oo'-lllT Clnw.laocl, ta..:r 
r .. up aca.lut. )li'O'I'ia1oaa or ~\.\o 1..- •1>1cll ~\eel \Ilea rciaiac 

oocid1U-l -.ic1po.l reTuwe or oclcltR& t o \ bdr deb\. You ba••• ot 

eour• • • oo\lcecl tbe otorl•• 1a \be popora about. tbe a1\-4on 11\rl.ke• 

or ro.U.at CS....,S..U 1a Clnolaad, wblcll wu rorcecl to otop bw.laf 
r- orden • loprll ~ 81111 to put. tiM oopl.opea ot til• a.u.r ...._ 
a1ahtn\1 D oa o Woo po.;r• baab poad1JI& • ·~ I>OU10D or tbe 

!Aclolo\un ~t •blcll w:r bopo to ,., autbori\7 t.o rdao ..... _,.. 

0\ll.or Ob1o cU.iea ....., 1a • sOII .. IIat eWlar pUcbt., ol\lloulll tbe 

- J'IODC7 olaowi>Q'e • - to be 110\ 100 .. cute ""' 1A U...T•laad• 

ftlo CJ..ftloali MUpaporo roper\ tb" \ "" o~ loprU JO\b \bore 

wore 871000 per._ oa \ba cane\ rouor rolb , \ba blf!bao\ nuaber 

t.ba7 a.. .. bl.cl ot. azq u.o, • bib WPio bao 6)1000 1'6''8<XI.I oa i h work 

roU. . 

Tba c~ crloio ~· beu _, C1AlJ kaporartl.J' b;r \ba 

\J'•.n.rer to caroc\ rollot or ~- Nhrncl for tllli c1\)'1o obo.ro or 

IPio proJ.c\o. 

Iou orUl rocall \lla\ 1a our c.....,.raa U C>G oa robruar;r U \ll :rou 

UD\loeocl ~ ClnwJ.aocl a1\Ua\10D o.,ecUl~ 6Dil 70U U toocl .. to 

a.!Yioo 1outlro7 IU 11••• t.lld 1\ ••• 7<NZ rlob t.lld t.be;r ollolalcl wort 

out. o ploa tor ob&riAI tbe caroct. ro.U.&t lOOMl rl\ll t.ba o1u .. •horw 

aucll crl~ -tW.\1- oxio\ocl. I tool< \lie • t.t.or up wi\11 .WIIftT 
IU.U.au on.r \ba t.ol.opbaM s..-cl1o\ol.J' ott.or ., rot.vn t.o q ottloo, 

but. oo t or ... 1 baft •~• oba to t1Ad ou\ DOW.Dc ot Wo eon IIAe 

beaD d- . Dllll leU nioed \ba q- U OD \ba\ clq U t.o wba_.,r \be 

q~o bacl b&Al ou\IIArl\7 t.o woo twldo tor c11ftc\ rellat • Dllll clouMM 

1\1 bolt. 41a11rv IIOUo•t ad.d t.ba7 bl.cl tbe ou\11Arl\;r1 oa4 l.o.\or Doa 

tw.d • t&llc Yt.\ll EUJ.oU, tbe .Ac\1R& Ccaptrol.lAor a...ru, wbo ..u be 
1I<Nll.l . .. ao ~ \o r olo• .., obJ.cUc• U IP.A t.da ..... ,.._. 1a 

t.ha\ ""7• I UDdentud \ba u• re.U.et bUl coat.oiu •pocUlo 

•u\borl v tor caroct. re.U.ot. 
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Present : 

!.lay 12, 1938 

3 P • m. 

Chinese Ambas sador 
Mr. Taylor 
Ur . Lochhead 

Hl! Jr: 1 ttas petting worried! 
you wouldn' t sell me any more silver! 

I t hoW<:ht 

Ambassador: I was aw~ . 
last ni~ht . 

Just came back 

Hl!,Jr: I said to 1\r . Taylor, •we can't buy 
any more silver. • 

Ambassador: I am r l nd to hear t hat . 

lt>•, J r : 1 said , ' Where are ••e goilV' to buy 
our silver? ' 

Ambassador: That s hows we have c ood prospect 
of selli ng you so~e silver. 

HU.Jr : We ? ill make it easy !or you. 
million ounces, 10 million every tro weeks . 

Fitty 

k~bassador : The sa~e ter~s as we had before? 

1£! ,Jr: From Saturday . 

Ambassador: 
muoh . I am qui te 
to hear that . 

That ' s ri~ht . Thank you very 
sure Dr . Kung will be verY hapoy 

HM.Jr: H0\7 much have you pot left ? 

Ambassador: We can sell you another lot at 
le:ut ! 

HH .Jr: How' s the war1 

360 

A:11basaador: Coming a1on:: very strongly. I 
don' t see how theY stretched the~selves again to Amoy . 
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H!l , Jr: That ' s quite a long way off, 

Ambassador: Not of muoh value . I think we 
will draw the m in a little further. Of course, I 
am not a strategist . 

361 

ffi! , Jr: You are pretty close to Pekin now? 

~~bassador: Yes , in two directions: one, 
Champing (?) and the other is at t he place· where t he 
trouble first started, Wamping (?). Did you ge t the 
map I sent? 

HU,Jr : Yes, I di d . Thank you very lllUch. 

Ambassador: Well , if there is anythi ng we 
can do for you , i n the way of s•~plying information, 
etc . 

H1l,Jr : .I thi nk everyt hing is all right . You 
~~ve got your orders, same terms as before and t hey 
can start Satur day and l!.r . Lochhead will fix up the 
letters. 

All right, l!r . Ambassador . 
see you. 

oOo- oOo 

Always gl ad t o 
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R~ RELI EF SITUATION Kay 12, 1938. 
3:45 p .m. 

Pr esent: 

li . ..I.Jr: 

Gaston: 

d . ~ .Jr: 

Kr . Oliphant 
llir . Bell 
llr . White 
Mr . Haas 
Mr . Gaston 
Miss Lon.igan 

NoH, look, I 1 m quite excited , see? I happened to 
follo·" Secr etary .Va llace in t o see the President 
of tne Un.ited States, and they got telking about -
"My God , the biggest whea t crop we 've ever had, 
750 million bushels" - and we either had to take 
ei eht cents out of Section 32 or g et a new process­
ing t ax to r a ise a hundred million dollars. And so 
when the President got t hrough l said, "Mr. President, 
I wasn't going to s ay anythtng about this until I 
wrote you a memor andum .•.• " - oh yes , and then he 
said, "Remember, Henry, the old days in the fall of 
' 33 when I called up and you used to buy five million 
bushels of wheat at a whack and keep the thing going?" 
I said, "You bet your life . 11 

Now, I said, "Mr. President, di d anybody talk t o 
you about the Cleveland situation?" 

He saia, "No ." 

(Bell comes in) 

Hello, Dan. 

I ,ya s Just telling them I asked the President whether 
anybody had t~lked to him about the Cleveland situa­
t i on. He said, "No." 

"You know about i t , that the city can't borrow any 
more a nd that Governor Dovey has refused to call a 
session of the legisla ture, using as an excuse the 
f act that n 

He •••• 

n that they hadn't dr a·m the bill properly." . . . see , 
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Yes , he d i d c a ll lt for May 16 . 

Well, all sorts of things . ~You've got the peopl e 
the re ," I said, "a nd t his sit~tion is ge tting wor se 
a nd wo rse, a nd fra nkly, I don t think we 're doing 
anyt~ing about it, a nd nobody ' s exc ited a bout i t. • 
And r s aid, "'o'fny can• t we do wha t we did in the 
fall of '33? Why can• t y ou c all l'lallllce , Hopkins 
and mysel f i n a nd let us go to work? You t a lk in 
7 5J, OOJ busnels , you're NOrr ied ~bout it . Be r e 
people a r e s t a rving . Ther e • • somet ning wrong . 
There ' s som.e t n1ng wrong . On one hand they ' re 
worrying about 750 ~1llion b uahels , and , . my Go~ , 
what y ou do on the oth er hand - y ou've go t 25v, JJO 
people sta rving in Cleveland and t wo weeks from now 
you ' r e goi ng to have the same thing in Ch icago . Wby 
can't we do t hinlls? ·~hY can' t we act t he way we used 
to? :lhat•s t he matter, a ny.,ay ? " 

"All r i gh t," he s ays, " I ' ll ha ve t he three of yo u 
t ogether in the morning ." 

llovt , wha t I want i s this . I do n ' t want t o go o ver 
the r e a nd lu.ve evt:rybody t ell me why I c a n ' t do it. 
~ee? And I wa nt a memor a ndum - I wa nt to cha nge 
t hia letter , :JH , i n view of what ' s happe ned - I want 
to know, !Jan, what YIC can do wi t h the money we ' ve got 
on hand now, b e t we e n now and the f irs t of July. And 
t he t hing thbt I ' d like to do - e verybody keeps 
t elling us Ke can' t, and I •ant l fini~hed proouct 
by tomor row morning , betw;e en you 2nd the other 
fellows - is, I want t o s oy , "Unaer Secti on 32 
money, o r something o r other, we can g r ind the 
:theat and t urn i t ove r t o the ba kers of Clevelend 
to make int o bread ; we can buy so much mi lk, ~e con 
buy so much e ggs , •,ve con buy so much b eef . " And do 
tni s t hing in " b i g .. &y . 

;.nd wh en I t a l ked - went in t o t alk t o Steve 
Ea r ly , he sa i d , " '~Y God , doh ' t let t his leak . Dav ey 
will s end a t elegr am ~ nd chdm the credi t . " 

I said, "St e ve , I ' m not i nter ested . I c ame in to 
tell you becb use i t' s a gre~<t humenite r i&n thing f or 
tne Pr esident . n 

"God, don't l et it lealt . If !J11vey gets the cr eait, 
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Bell: 

R.M.Jr: 

Bell : 

H.M. Jr: 

White : 

Bell: 

ilhite: 

Lonigan: 
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it will re-elect him. " 

"Well, " I said, "it i sn' t Davey.• I sai d , "It' s 
Cleveland, Toledo, Detroit, and Chicago . • 

Now, we must have enough brains around t his shop 
to give the President something that these fellows 
can' t argue about - that t hey can or can not get 
this stuff, see? Dan? And I ' m sick and tired of 
being a part of this administration and seeing this 
thing Just crack right under us and not doing anything. 
I 1ve just r eached my limit. I•m going to do something. 

Now, the President on Februar3 ! 2 told Aubrey Will~~ms 
to do this in Cleveland - on Februar y 12 . I ~- · ' · 
written record. Be never did it. . --- -~~ 

What did he say t o that? Did you tell him thet? 

1 told the t to the Pr esident. Be said, "I remember 
that well. n 

I n the light of what ha~pened - now, we know this 
stuff ar ound here, you tBell) know your money, you 
know wher e it is, you know whether we can - we can 
get Tapp or somebody over her e and between now and 
10 o ' clock tomorrow have something. \'/here can we 
get the money 1 Dan? 

Well , I thick that I can draw a letter of a llocation 
for a m.illion or two million or whatever you want for 
direct relief to be administered t hrough WPA, out of 
the reserve that I have for them. 

That ' s one thing. Bow about buying food? 

~peaking in just a milli on, how much - bow much 
you said, a mi l lion? 

I said a million, a million and a half, two million, 
or whatever be wants . 

Are you speaking in terms of a million or two, or 
is it 10, 15, . 20? 

You 'd hit the top citi es . 
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H. _ . Jr : 

Lonlgan: 

Bell : 

d . ~l . Jr: 

Lonigan : 

H.M. Jr : 

Bell : 

H. :: . Jr: 

~<Ill : 

0 11 phttnt : 

!:Jell : 

Ol1ph~ont : 

ll . l.I . Jr : 
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I'd hit Cleveland f irst . 

The rural situation is terrible. 

The critical s i tua tion is right now ln Cl eveland . 

I •a say right now Cleveland, Detr oi t , Toledo, nnd 
Chicago . 

'-'o you .vant an emergency thina, Ur . Secretar y, or i s 
ther e any c hance that tney ' d consi de r a real change 
in the structure? 

No, now I •m Jus t going on L dvy- to- day basis, a 
day-to- day brsis . But I me~> n what I went is somebody 
to sty - I neen .vhen we go over t here tomorrow I 
.:!on ' ~ want Aubrey 1'/illhms, I don't want Henry 
Wa llace say in.; , "This can ' t be done . " I want b 

piece of paper . I 1 d like it two ways, Dan, an 
order for the direct r elief and an order to buy 
food . 

Well, direct r eli ef i s food. I mean t hey c an give 
it in money or i n food . That ' s wha t Ne dici in 1 JJ . 
Now, you're thinking of Secti on J2 . There have to 
be certain t hings determined before Section J2 
oper~<tes . And the 750 million bushels of whe~o t 
t ha t you're t £lking about, I t~ke it, i s the es tima t e 
of the 1938 cr op . 

.. ha t ' s r ignt. 

ooell, that nasn•t mater i Elized yet . You may have a 
blight or bailstorn or anything, and tha t estim&te 
m~:.y go down. 

You 've go t your pr esent ct.rry-over . 

oohat ' s that? 

You' ve go t your pr esent carry-over. 

Let ' s Just talk in a irect r elief. •:;e t re al l here in 
the f amily, ·•·e•re all Treasury offici!'ls . .\'hat ' s 
the :naximum amount of money th~o t we can d r aw on the 
United St nt es Treasury for between now and t he fir s t 
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of July for d.irect relief? 

Well, I have 55 million dollars in general reserve, 
and Barry Hopkins has been trying for a month to 
get that out of me through writing l ittle notes to 
the President . So f ar tha t ' s stuck. But he has 
told t he President that be can' t carry 2, 600,000 
people to June 30 with his present money, that he's 
got t o have that 55 million . 

All right . 

Now, that ' s t he way it s tands. 

Now, he 1 l l argue, "I need that for work r eli ef," 
see? 

That 's right . 

All right, let ' s say we can• t lick him on that 
front . Then how much could we get out of Section 
32 money? I f Harry says to me, "Well, that•s all 
right, Henry, you're a great lit tle fellow, but 
every dollar you take out of that 55 means that 
many less people go to work,• so I come back and I 
say, "You win on that point• - I ' m just arguing -
•but what about Section 32?• 

Well, wait before you leave that point . This money 
that i s now in Congress - this bill that is now in 
Congress certainly will get through by, say, the lOt h 
of June. That money is iuediately available, so 
they don't have to wait till July 1 to begin to 
spend that . 

That ' s right . 

bo that Knocks his argument there . 

Mr . Secretary, is this argument of any help: tha t 
the basic thing in VIPA i s tha t you give twi ce the 
money to every other person. It1 s a way of taking 
care of half of your people at a • •• • 

Put it in language I can understand . 

You can only take care of every other person. Direct 
relief is the way of taking care of all of your hungr y 
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people . At least you want t o give them •••. 

Food before work . 
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Yes, that ' s wha t I was trying . • , -very good. 

Food before work, because in order to have work 
you ' ve got to have cement, steam shovel, tool s , and 
so on. 

Danny ' s point is tha t before he will need this 
additional amount for work r elief the new money 
will be a vailable to him; ther ef ore, should you 
have spent this whole 55 for some purpose of 
your own, that will not deprive him of the 
necessary funds, under the assumption he 'll get 
t hem from t he addi tional appr opris tion. 

First, food befor e work, because work implies other 
necessary t hings tha t t bke money; s econd, you don't 
need i t anyway, because t his other will be immediately 
ava ilable bS soon as t he bill passes . 

Now, Section 32 ..•. 

There ' s 55 in your vari ous pockets . How much more 
you got? 

That's all I got . That ' s honest . I usually keep a 
little back, but I 1m not doing it today . If I was 
talking to Harry Hopkins , 1 t would b e 45 . 

Section 32 is so technical that I can't t ell you its 
provisions, but there bas to be a declared surplus 
on the market bef ore Secretary Wall ace can use Section 
32 money. In other words , be hos . to r emove from the 
market the pressure t hat is being put on it by a sur­
plus of commodities . 

Well , that can be easily inter pr eted a s the carry­
over, by virtue of the f nct t ha t what is creating 
the pressure, in addition to the anticipated surplus, 
is the entire stock available. So I think ther e i s a 
possibility of interpreting the carry-over a s the 
thing which in Lddition to the anti cipated s t ock is 
creating the surplus . 

• ho declares i t ? 
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~hat ought to be easy . 

"ell, as I understand it, - you spoke of a high 
figure - as I understand it, there were about 200 
million bushels carry-over, and there's 750 million 
estimated for this year's crop, making 950 million 
bushels available in 19)8. Now, the consumption end 
export demand will take a bout 750 million, levving the 
200 million bushels on the market. Is that right? 

'iba t' s right. 

There 754 of Just winter wheat, exclusive of spring. 
l f you get a s pring crop • •• 

\',ait a minute, before you fellows go farming. 
Between now and the fir st of July, how much is in 
the pot and how much is left in Section 32? In 
other words, before we start Juggling our figures, 
what ' s the answer? I me~n we •ll Juggle them to 
fit the answer . 

Well, I'd have t o find out, but I think there ' s 
125 million dollars maybe in there . I 1d have to 
look. Congress picked up some of that money in 
the agricultural bill . 

You could figure that out. 

Could do that tonight. 

Couldn ' t you? 

\'/ell, what you went, t hen, i s food a vsilable in 
any part of the United States between now and the 
JOth of June. 

Yes. 

Mr . tiecr etary, would you consider tying it in with 
self- help in any form? 

Now listen, ledy, I'm going to move so fest you're 
not going to be abl e to see me, and I can't stop for 
any mechinery . I want t o be able, so that if the 
President sees this thing tomorrow - to have a 
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document on his desk, and a t elegr am goes out 
tomorrow afternoon to t he Mayor of Cleveland 
giving him a check and or der s . Now, we can't 
fuss with self-help or anything else . 

You can do it f a st. 

369 

You've never seen me oper ate the way I did in ' .3.3 . 
Jus t haven't got time . It ' s all r ieht to throw the 
i dea in. Just haven't got t ime. This information 
was ~ept from the Pr esi dent. 1 wunt to be cble to 
call up the Mayor - what ' s his name? - in Cleveland . 

aarold llurton. 

hOU say, "~ayor, I ' m sending you a million dollars 
for f ood a nd so many bushels of whea t and so many 
4uarts of milk, so much rice, so much food , so wuch 
this , so much c eef" - wh~> t&ver tney want. "Tha t 
will t ake c ar e of you f r om now until the legisl a ture 
meets," which i s wnen? 

• ay 16 . They won't ge t any legislati on through 
before the first of June , probnbly . They' re borrow­
ing now from the '1/PA funds ; t h<- t i s , the f unds that 
they had r eserveo t o match the WPA grvnts. They 
expect t o use about 6DJ million between r.o-x and t he 
fir st -$600, 000 between now and June fir st . 

'Ihe problem is - what ' s t nt< da t es , so I'll remember , 
for Cleveland? 

~he legislature meets Way 16 and t hey 've got to be 
car ed for a t least until June 1 . 

Three weeks at least . 

The point is, you can ' t be fooling ar ound with this 
thing . Just got t o send t his f ellow u check . 

Still have e 
l egisl a t ion . 
tuxes . 

problem when they get t heir authorizing 
Only ~.~ uthority t o borro.v and levy local 

Be some time before t hey get money out of tha t . 

~o I ' d say until the firs t of July they ' ve got t o be 
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Now, bow mucb - would 1t be safe to tell Wallace 
that - t o get ready for this , so he'll be thinking 
about lt? 

If be 1 s going to get a call tomorrow, be ought to 
know and be s tudying it. 

(On phone) Secretary Wallace, please . 

Doesn' t this Surplus Commodities Corpor ation have 
stocks of various commodities, etc .? 

Ten million dollars . I sn1 t that right? 

Very small, and I don' t t hink they ~­
commodities tbat •••• 

~runes or some things like that. 

Y~s . They gave those away . One time they had seven 
million dollars worth or hides . Can' t very well be 
used . 

Tbat • s what I want. 

Pr obably bar d t o l ocate it t oo . 

Food? 

Surplus commodities . 

It will make work all along t be line, this will . 

(To Gaston) Re-read this letter . In View of this, 
I don' t think tbat ' s the kind of letter we should 
send, just giving him the facts. 

I think we better put in some of tbese otber facts 
in there now and make it n l ittle sharper . 

I' d like to put 1t in writing, that ' s the only thi ng. 
I told him I ' d send him something . 

Well , there bas to a t least be a r eference to the 
previ ous statements . 

I don' t think this letter fits this situation, 
Herbert . I thought tha t tbat • • •• 
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Well , after you've told ni m verbally, it doesn't -
it ' s a l i ttle out da ted . 

It ' s too l ong, I think, vnd not sharp enough. 
Should be brief and sharp. 

In view of wha t you 1 ve told him, we can save a 
lot of s pace on that. 

I s St okes coming in? 

He 's coming in a t 4:15, yes , s ir. 

(On phone) Hello . Ob, gosh . 

•lha t about tel ling Aubrey Williams in advance? 

Be i n the paper s t omorrow morning . 

All right , I won ' t . 

Might be worth whil~ to ask tnem if t ney h~ve done 
anytning by way of suppl ementing direct relief. 

I f we • r e going t o work with t hem, I think certainly 

Tner e is nothing in tne p~pers . 

Well, but •.• 

Come out to~orrow i f he hear s . 

As f a r a s t he Clevel and pepers sho.ved , all t hey did 
was send surplus commodities in there - apples , 
o r anges, and r i ce . 

Aubrey \'lilliems (On phone) 

On the administra tive side, you1 r e rea l l y adding 
bread to the surplus colnmodi t i es . Isn't that what 
1 t amounts to? 

You could either add bread to the surplus commoditi es 
o r bive a check t o t he relief administration to be 
spent only ~or bread . 

There may be other surpluses . 
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I mean insofar as it appli es to agricultural 
surpluses - ten million dollars. 
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(On phone) Hello. 
Aubrey Vlilliams? 

Let tha t go . Wha t about 

There ' s oranges and eggs, I think, Dan . 

Uan, could I have from you tNO pieces of paper 
tomorrow? One, how the President could allocate 
money f or direct relief to the city of Cleveland, 
see? Two, if possible, supposing he wanted to do 
it through Section J2, how would he do that, see? 

(Nods yes) 

.l.nd t hen a third memorandum showing for his own 
information how much money is available for cash 
dir ect relief and for direct relief through Section 
)2, what is the maximum he c oulll druw on for those 
two . Huh? That isn' t crowding you too much, is it? 
You ' ve got your people . Huh? 

No . Got some hear i ng s on, but I can put somebody 
on it . 

You Nouldn1 t want t o t alk to Tapp direct, if you 
can't get Appleby? lie's tne mt.n tha t works under 
nim. 

Oh, ;:efve go t the stuff here Lnd 
mean toe ,;ork can be done here . 
this . Hopkins is out of to~n . 

those fellows - I 
It gets down to 

(On phone) Hello. ,'/here i s he? No . 
·:/ell , tell her to t ell Willll ms it's urgent. I'd 
like to talk to him. No1. , wai t 

'1/ho else is tbere over there? 

Gill is next in line. 

Corrington Gill , is he ava il~ble? (On phone) 

Herman, you got any suggestions &s to - does that 
cover it? 

This covers it. 
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I 1d like a letter for the Presi dent t onight, 
Herbert. 

Section 32 - just a question of checking up on 
Sect ion 32 . 

Herbert, how about Just giving him the facts and 
that summary you gave me . That was a peach of a 
summary. Why not send t his over? 
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I think I ' d give him tnis letter if you want 
s omething immediately, unless you want me to 
r ewrite it. Seems to me it &ives him the picture 
very well . 

(On phone) Hello, Cor ry Gill. 
conversation follows : ) 

(Record of 
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RMJr: Hel lo. 

0: Mr. GUl. 

HllJ'r : Hello. 

Corrington 
GUl: Hello. 

HJIJr: Corrie GUl •• • 

G: Yes, s ir . 

RUJr: Morgenthau. 

G: Yes . 

HJ.IJr: How are you? 

Thursday 
May 12, 1938 
4t06 p . m. 

G: Fine. Thank you, s ir . 

374 

HIIJr: GUl, are we giY1ng the City or Cleveland any rood? 

G: No rood directly except t hrough the Surplus Rel ier 
Corporation - I believe they ' r e stUl g iving t hem 
some. 

HJ.IJr : What does it amount to? --- !ow ~ch? 

G: I doubt i t very llalch, but I haven 1 t any figures on 
i t. 

RUJr: Uh bub. But it can' t ••• • • 

G: The dif'ficul ty with those co1111110d i ties at the present 
time as I understand it, Mr. Secretary, i s that they 
don't have a wide var i ety or s taples to give out . 

lll!Jr : Yeah. 

G: But they m18ht have apples ••• 

RliJr: Yes. Right . 

G: •• • or something like that tha t aren't always the 110st 
usetul at the mo11181lt. 

Wr: But with the exception or that I ~~ean 1n t he City or 
CleYeland we • re not helping out with the d irect relief 
that ' s what it a .,unts to? 
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Absolutely no . 

We ' re not? 

No . 

Are we anywhere else? 

Not anywhere :In the country . 

Not anywhere :In the country. 

Now bear 1n mind that t here ar e still about a little 
more t han two million dollars ot old rel i ef tunds 
still 1n these States - di stributed all over. I 
think Ohi o, as a matter ot tact, has a l i t tle bi t ot money . 

Wel l, I mean, through t he whole United States there ' s 
two million dollars? 

That ' s all of the money that we granted two years or 
more ago. 

But there ' s not h ing l eft? 

No. That ' s all. 

And • •• • 

And during - since the Works progr am started ••• 

Yeah • 

• • • we have not made a direct relief grant a t all. 

Corrie Gill, let me ask you t his: Ylhen we di d do 
it - t ake a - suppos ing we were going to do i t in 
a ca se like the City or Cleveland •• •• 

Ri ght. 

• • •• to whom would we 
check payable? 

to whom would they make t he 

Well, now, 1n the old days we would make it - we 
made it payable to the Governor . 

Uh huh. 
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And only the Governor . Then, remember Govern.or Davq 
got into this terrific battle. 

I certainly do. 

And we Federalized the State • •• • 

Yeah. 

• •• as far as relief and took it away from Governor Davey. 

Yes . 

And set up a Federal Relief Admini stration •••• 

!eab. 

• • • in the State and did it directly with that 
agency . 

Well supposing we were going to do i t again - ah -
is there any mach inery l eft there so we could do 
i t d irectly t o the city? 

There is a relief agency in the Cleveland - in the 
City of Cleveland, yes . 

A Federal one? 

No , no . PurelY local. 

Well I mean •• ••• 

It's a public body though . 

\'/ell, I llll!an, so we could say - for instance 1.f we 
decide to give "X" dollars we could make the check 
payable to that? 

I would say t o the Mayor or to the head of the 
welf are agency of Cleveland, yes. 

I see. Now, how many other s ituations are there in the 
United States which are as b ad as Cleveland? 

Oh, I can think of a helf a dozen. 

lfalliB thea. 

Detroit ••• 

Regraded Uclassified



Yeah. 

Toledo •• • 

Yeah. 
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Flmt? 

Yeah. 

Yeah. 
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Orand Rapids 1s rapidly beco•1ng so with tbe 
shutting down or the fUrniture f act ories. 

Yeah. 

All -

B.ello. 

Some ot these small textile towns are pretty 
badly hit. 

All right. Now, give me figures what does 
it cost to take care - t o teed properly a thousand 
people a week? 

A thousand people a weak? Well, now, let ' s see . 

I mean, appr oxt.atel7. 

A t housand families that 111? 

A thousand families. 

Yeah. 

(Short pause) 

Ah - tor supporting them, which would mean paying 
probably the rent - or some rents aeyway, a gas 
bill electric bill, food and a little bit or 
clotbmg - it could be done tor twenty thousand a 
week. 

!wenty thousand? 

377 
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That's - Yeah. That 1 s not on the highest 
standard but it could be done for t wenty thousand. 

Dollars? 

Yeah. 

A week? 

Yeah. 

Ah Well , when you - I thought when you had 
people on direct relief you f igured o~ twenty­
five dollars per month? 

Yeah. ~ell, that was the average for the country 
you see, and that was heavily l'leighted with rural 
people and people in smll toms. 

Uh huh. 

But when you hit Detro it, Toledo and Cleveland 
you are up in the high brackets . 

Yes. It sounds - I mean that sounds high but I 
am in no pos it i on to argue . 

Well , some of these budgets - I wish I could 
remember right o f f hand the budget f or famil i es 
in New York City - ah -

Ballo. Bello. 

Yes. 

Vlhat were you saying? 

I wa s trying to rement>er what the buaget f1gu.res 
are in New York City - what they allow up there. 

Yes . I aaw some figure somewhere - I thought it 
was around forty-three dollars a month, I think. 

Well, you see t he a verage for the country when we 
were g iving direct relief • ••• 

Yes • 

• • • was running about oh - around thirty dollars a 
month, but in that t:lgure was all t h is deep south 
and rural population all over the country. Yihen 
you get into the cities you really get into some 
fa irly high money. We made a study or fifty- nine 
cities ••• 

378 
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HVJr: Yes . 

G: 

RI.:Jr : 

0 : 

Bl!Jr : 

Hl.:Jr : 

C: 

And the m:lnia.lm maintenance budget for a family -
an average family - came to twenty-one dollars a 
week, 

I see . 

And that wa s pretty minimum too. I mean there were 
no luxuries 1n that list at all. 

Yes . V/ell, of course sixty-five dollars a month for 
work rel ief is what you - all you pay a f a mily now. 

n ever 
Well - yes . Of c ourse we/ have maintained that a 
security wage was supported anybody :In luxury. 

No . No. lleither do I. Now let me ask you - let me 
get away f r om that for a moment . 

Right. 

Have you got off hand - I mean how many people are 
on d i str ess 1n Cleveland? 

How ~ peopl e a r e on I'IPA? 

No - :In distress . 

Oh - in distress :In Cleveland? I have - I ha ven ' t 
got it right :In f r ont of me bu t I can get it :In three 
m:lnutes - the number t hat a re on direct relief and the 
number tha t are on the Works Program - Now, wait just 
a second - I think I've got - here• s Y.PA for example , 
this week ending Ap%!.11 30th ••• 

Yeah • 

• • • we had 63,502 •• • 

Yes • 

• • • :In Cayuga County , '· hich is Cleveland . 

Yes. 

Now, I haven ' t got the direct relief by citi es I don ' t 
believ e before me -
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Look, I t ell you what -
me? Hello. 

Yes . 

would you do t h is ror 

What I 1d like to know is the picture in Cleveland, 
Toledo, Detroi t and Flint . 

Right. 

And Chicago. 

Right . 

And if there are any others that you might think of. 

llh huh. 

And could you make some - I mean, 

38J 

people on work relief and then people on d irect relief 
and li you have any figures - I mean I want to know 
what the relief situation is. You see? 

I 'll be very glad to do that for you. 

Now, could I - how could I get that so I could have 
i t , say by - in ~ office at nine o 1 clock tomorrow 
morning? 

I cen have it at your office at nine o'clock tomorrow 
morning . 

And be sure it gets to me, will you? 

I'll be very glad to. -Through Mrs. Klotz would be 
the best way, wouldn ' t it? 

Well, she' s sick unfortunately. 

She i s? Well I' m sorry. 

So if you wo~d give it to John Ki eley - K - i - e - 1-

Yeah. I know him. 

Yeah. 

All right. Fine, Mr. Secretary. 

Thank you so much. 

Righto. 
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That figure wa s 87, 000 on direct r elief. 

Well , you people got the idea. Now think about it. 
~>nd I 1m going to t own on this , tha t t s a l l. I mean 
this is - just on a - to t ake care of this thing, 
so the morale of the country just doesn' t go to 
pot while they ' r e trying to make up their mind . 

I t will break it open. 

Break what open? 

The situation. 

Yes . 

It's been- it' s been ..•• 

\"/ell, what I 1 m trying to do, !.!iss Lonigan - the thing 
is th~t this isn' t being bro~ht to the Presi dent ' s 
a t tention forcibly. Anrt I ' m simply amazed thvt here 
l lim .: as ... told ilim, I 1 ro sup,Josed to have t wo glass 
eyes and be old •:Aoney Bags" and I 1m sitting up 
nights worrying 8bout a situation like this. And I 
said, •Won' t you let me go buck, won ' t you let me go 
to Cleveland, won't you let me do what I did in ' 33? 
~ooet me go out for a week." God, I used to do this 
kind of stuff, instead of sitting !I t a des~ a nd just 
pushing ~ pen. But his ~eople aren ' t on their toes, 
and t his t hing is just going to crack up in their 
face, and instead of being &head of the game they 
wait until this thing bloNs wP and somebody blows 
up the City Hall or murders the ~ayor of Cleveland -
sometning like that ; then they get worried. Some 
chilaren die, a mother turns on the gas and kills 
herself and " bsby; tnen they ' ll get .vorried . 

You ' d like to have a l e tter of al l ocation. 

I think t his is all right. Leave out that last 
par agr aph and not muddle up thbt 4uestion . Just 
leave out th~ t last paragraph . 
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CLEVELANl> • II&)' 12 - Ito relief fund a and a red a ollhauoted, 

Cleveland 11 a~Nsal 11"6 precar1ousl.,y wll.h u.a woret. rellef er1a1.a el.nee 

r..::e crea t. depre•al on, teeing t.be grla alt.ernatlvee or curt.a111ng 

oerv1coo or penoit~lng 75,000 people to go hungry. 

Onl.y a generoua allotment or 'IPA monoy--s reater t.han 1n any 

clt.y--at.ando between t.he c1ty end o rel1et problem that. 

to be 1naoluble by other meano. 

Cle veland leaderB trace the cl ty 1 e pllght. to tho d1la.tot'Y 

•••twdo of Oh1o 0e Oovemor, l!art1n L. Davey. AlthouS)\ apprtoeO two 

11011 t.n a &J.O that on ltay 1 the city ' & relief f\Jnda woUld be exhausted , 

and t hat. etatd hel p would oe vtt.al tr wfterlng wae t.o 'be averted., he 

unti l w.y 1 to call a special aeas1on of the legislature. 

T'ne call 11 tor uav ~.u. whleh make& any et.at e ~ld 'before June ) 

~-

T'nl e letwoa Cleveland w1 th the s t.Nggl e to flnd around 

oeoo,ooo t.o ree d Ho 25,000 reuer familleo during ~he reo~ or IIRY. 

ihe o nly lUnda available atnce Uay 1 have been $20,000 

oy pr1va1.e relief agencies, designed t.o meet. t.he dl rest 

emersrnol ee , Md 8120,000 d1 verted oy ~he C1 ty Council from fun~s 

prevl•Jua l.y Approprtoted oe the city ' e ehore of 'XPA proJocto. 

Uu,yor Harold u. Burt.on has warned t.hat. rurthcr dlvet•ato na from 

apolinorahlp tunc1e would be aulclde~-1, 1n vt ew of 1.he 111port.ant role 

l n m~ e~1ng Cleveland 's unemployment p~blom. 

i?A 11 pour1no a million dollara • week lnto Cleveland, 

provlotn . e;aploy..ent. tor upwards or eo,ooo head• o r rluD111 ea . 

:fh en t.ne c 1t.y en1.ered ltay without. rellet 110ney, o ff1 c1ala 

ot·eUlt. rro• wholesale grocers. ~ne brocere re t'\l aed , potnt. ln~ 

t.na t. ~~ o c lt.y already o~ed them $2,000 ,000 tn unp•tct-ror rood 

uomo lr() t\J 1.nan a year old . 

Landlord& ond t.he ut.lllty companlee hove prom1eod not to evict. 

tonante or shut off u t1Hty aerv1cee, aooeptlng the moral 

obltsauon of tne o1 ~Y for poyment. 

The ent.tro et.arr or rellet worker• hal been on a volunteer 

bsela a:tnc.e ~ 1, the ctt..J ttnance tUreot.·or belns uneble even to ~tve 

tb .. a ple~ or futllre pay•ent. 

ratlona 

eurplue 

91 dlvort1f14 WPA tunde, tbe clty bao .. nogocl to oupp~ re&eed 

to tbooo r- 1 ~ lea 1n great.eat. need. 

oo.-odl. tiea baa ll.bwloe a1lev1atecl 

A oupol7 of federal 

condlt1ono. ~t oftlclala 

are convtnc.ed t.h4t. t.here ta IQlcb unrevealad su trer1n& on t.be part ot Regraded Uclassified
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tnose who hesitate La raise a clamor a t relief at s tat i ons. 383 
l'he ·.lorkers Alliance and Collllllunist or ganizations have sou< h t 

to capi t ali z e on the situation , demanding that the c i ty use its ainkinF. 

fund to finance relief, and calllne, s itdown strikes in relief s t a tions. 

rhese have been peaceable, ev en good- hu mored. 

Last Dec ember Cleve l and estimated its r e lief need for t he ydnr 

a t S9,000,000 . The state appropl;'1ated funds on a two- for-one .natcn~ng 

basis which netted $2,?55,000. 

Needs for the rest of the year are placed at $6,000,000. r:~ e 

city is asking the state t o provide on e- nslf, and to pass legisl a tion 

enaollng tile city to raise the rest by l ocal taxation . 

1'&18 legislaW.re , dominated oy rural members unsympathetic to 

the vast l'elief needs o f t he c ities , Hi expected to oalk . Little help 

1n thlo direction can be expected from Gov. Davey, who is unpopu l ar in 

the c1t1eu anu wno is basi ns hi s campaign for a thi r d term on an appeal 

to the omaller communities. 

In tne m~an time , a committee of l eading Clevelanders i s seekin~ 

l:leans to finance food o r der s fol' t.he rest of t hlS month. It appears 

i nevitable that city employes will go payless , and that such services 

as garbage collection and s tree t cleaning w1ll be curta1len or ~alted , 

untU t he legi slature acts . ........... .,. ... _. ........... . 
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Thursday 
May 12, 1938 
4:45 p . m. 

AMJ'r : Yes. 

Renry 
V.allace: 

R!iJr : 

W: 

RIJJr: 

.. . . . 
RIIJr : 

W: 

H'IJr: 

W: 

\ ..• .. 
HI.IJr : 

1'1: 

Rl\.Jr : 

I • . .. 

••• tha t we can s t art paying in June - i t' l l advance 
1t about two months 1f the Connally Amendment goes 
through and there' s every reason to think i t ' ll eo 
through. 

Fine . Now, Henry, in strict est conf idence •••• 

It depends, by the way, Henry, on jus t when it does 
get through. as f a st as we can go. 

In strictest ••• • 

Go ahead, and par don me • 

All right. Thank you. In strict est confidence, 
a fter you l eft I started t alking to the Pres ident 
about the Cleveland sit uation • • • • 

Yeah. 

••• wh i ch he was not entirely f amiliar wi th. And -
ah - t remendously interest ed . And I suggested -
he s aid something about - he had wheat in his mind 
due t o you being there • .• 

About what? 

Hel lo , 

He sa i d wha t , you say Henry? 

He was t a lking about wheat , you see. 

Oh, whea t , y es . 

so I said, "Wel l , Mr. Pres 1d ent •••• " And t hen be 
talked about how I bou8ht a l ot of Y:heat in thirty­
three and t hon I g ot on this t hing and I sa id, "Why 
don • t you have Hook ins and Wallace and IllY Self to­
get her t omorrow mOrning and l et's do something for 
these people in Cleveland right away . They n eed it 
terribly. " And ••• 

They need what, Henr y , wheat? 

385 
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B1!Jr: 

w: 

!'1.\Jr: 

W: 

H~'Jr : 

1'1 : 

1!11Jr : 

V: 

\" . •• 
Hl!Jr : 

\., . .. 
!i~'Jr : 

- 2 -

They need food - rood, 

Well now, the Surplus Commodity Corporati on can 
help that . 

Pardon me? 

I say our Surplus Commodity Corporation can help 
on that. 

Well, it 1 s - it 1 s that plus cash 1f necessary. 
The reason I 1 m calling you tonight i s so that -
the President was very ins i s tent i t be kept very 
qui et , see? - that you have time to t hink this. 
And I've got Danny Bell r.orking on i t - on how 
much money there i s available in case the President 
wanted to g ive both food and cash t o the Mayor of 
Cleveland. See? 

Now, I - would it be all right 1f I got J esse 
Tapp to work on the food end of it? 

Absolutely. 

All right. 

383 

NOVI the I mean, that 1 s the pur pose of au calling 
you and I and we just can' t l et t his t h ing 
spread and sit here and not do anything. See? 

Yeah. 

Becau se someth ing 1 s got t o be done in t hose - and 
we 've got the money . 

Yeah • 

And it' s either Sect i on 32 money or taking some cash 
out of the Treasury. 

Well , a re those people actually going hungry there, 
Henry? 

Well, I haven't - you see, they - their 
authori ty to borrow expired and this Governor Davey 
has refused to call the Legisl ature to give the city 
of Cleveland a chance to vote on it. 

Uh huh. 
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JmJr: 

W: 

IIYJr: 

W: 

HUJ'r : 

llli.Tr: 

W: 

HMJr: 

W: 

HUJr : 

""· , .. 
HW'r: 

- J -

lfow he ' s going to do it on May 16th but even then 
untll they get the t hing through - their criti cal 
s i tuation 1s from now untll the first of June. 

I see. 

And t hey're in a desper ate situat i on. 

Yeah. 

And a half a mill i on dollars 1n f ood or money or 
one or the other from now would just make all the 
d ifference 1n the world and we' d keep our pledge -
we ' re not going to let people go hungry. 

Absolutely. We 1ve got to keep i t . 

Now, we 1 ve given it and we ' re not keeping it; now 
that's just t he s i ze of it . 

Wel l , all right, we ' ll snap into i t as f ast 
as we can, Henry. • 
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And Bell said t o mor row morning he'll have · a memorandum 
telling us the maxiDLtm amount of money that i s available 
and I !mow t he President is go ing to send for you, 
Hopkins and me . 

All r ight. We'll be ready. 

Thank you. 

Goodbye. 

Goodbye. 
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BIIJ'r: 
Robert 
Olesen: 

I!!.IJr: 

0 : 

ID!Jr: 

0: 

B!IJr : 

0: 

IIJAJr : 

0: 

IIL!Jr : 

0: 

IIL!Jr : 

0 : 

BliJr: 

0 : 

RlJJr : 

0 : 

!ll!Jr : 

0 : 

Friday 
)lay 1.3, 19.38 
9 : 25 a . m. 

This i s the Secretary ot the Tr easury. 

Yes, sir. 

Doctor Olesen, have you any way or finding out 
how many people are on d irect rel i ef 1n t he city 
of CleTeland? 

On d irect relief in the city of Cleveland? 

Yeah. 

I wouldn ' t ':.b Jnk s o. 
.... . -
~ You have no way? 

No, sir. I 1d thJnk that would come under - ah -
probably under Ur. Hopkins . 

I know that . But I ' ve got figures which I don ' t 
think are correct. 

I see . From his offi ce? 

Yeah. 

No, sir , I don't think so , but I can • • • 

Do you know the health officer of Cleveland? 

We can get 1n touch with bi!ll. 

Would you would be - isn't there some way 
you coul.d call him on the phone and ask him? 

I surely coul.d . 

\'/ell - without s ay 1ng that it ' s for me - t hat we 
just want to know. 

Surely. He woul.dn 1 t need to know at all . We ' d 
just ask it 1n our own b ehal!. 

I wish you ' d phone the ••• 

How many people on direct relief • • • •• 

388 
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l!:.l.Tr : 

0 : 

- 2 -

I want to know how IDIIllY people are receiving 
direct relief .in the city of Cleveland- be sure 
to get it either whether it' s individual or 
famil i es . I don't know how they figure it there, 
you see? 
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Yes . But we ' d find out whether it was for indi- . 
vidual families or for individual s , whatever method 
they have. 

H!JJr : Yeah. And - how DJ.lch cash •••• 

0: 

Wr: 

0 : 

HN.Jr : 

0 : 

I!J.!Jr : 

0: 

!IJ.IJ r: 

0: 

i!J.IJr : 

0 : 

!!!AJr: 

0: 

HMJr: 

0: 

HMJr: 

0 : 

lilUr: 

Ho" mch cash is being distributed for a certain 
time? 

Per ~:eek. 

A week? 

Yeah. 

Yes, sir . We can do that. 

Hello . 

out, 
know, but we'll certa inly sound h i m 

Yes. I want you to use the telephone. 

All right . 

Confidentially, this is for the President . 

All right, sir. We'll try •••. 

But I don't v.11nt T'lllf hand d i sclosed or..his. Hello. 

Yes, sir. 

And I want t he same for Toledo • •. 

Toledo and Cleveland, • • 

Detroit ••• 

Uh huh. 

Bello. 
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- 3 -

o: Yes, s ir. 

HIIJr: .And Pl:lnt . 

o: Flint, Michigan. 

H!.IJ'r : 

0 : 

H!.IJr : 

0: 

B!LJr: 

0: 

HMJr : 

0 : 

HII.Jr : 

0: 

HJJJr : 

0 : 

HloiJr : 

0 : 

Yeah . Those - and .... 
Four . 

And Ch icago . 

And Chicago ·1s five . 

Yeah. Cleveland, Toledo, Detro it, Fl. :int and Chi cago. 
I've been gi ven figures by Hopkins• office and I 
think they' re all. inaccurate. 

I see. 

They just don't check with the newspapers at all. 

Well, we'll - we 'll first see whet her t he health 
officer will be the b es t person to give us that •• . 

Well • ... 

Probably he will . 

It not - ah - but, u se a l i t tle initiat ive, please . 

A1l right , sir. 

And I don t t want i t d i s closed that i t • s my offi ce • .• 

All right, sir . We 1ll phone . 

H!.!Jr: But I want t o know hoY/ many - i t ' s either 
1nd1viduaJ. or how they get it but not some-

0: 

RIIJr: 

0: 

l!I&Jr: 

times t hey say f amilies - you know what I mean. 

Yes, sir . 

And bow 111.1ch cash they 1 re receiving •• • 

A week • 

• • per week. And if they - and then if they al:so 
know wha t other benefi t s bes ides. 

Regraded Uclassified



391 
- 4-

0 : Uh huh. 

BJI.Tr: I t they receive •• • • 

0: Other than cash benefits? 

!IIIJr: Yes . 

O: All right, sir . 

KUJr: And, the sooner the better. 

0: Thank you. We'll get busy. 

HIIJr : Yeah. 

0: Thank you, sir. 
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GROUP U£ETING lolay 13, 1938. 
9:30 a .m. 

Present: 

a . ..: .Jr: 

Baas : 

daas: 

r.!agill: 

H • .I . Jr: 

lllr. llagil.l 
llr . Bell 
llr. Gaston 
!lr. Gibbons 
llr . Haas 
llr . White 
Mr. l(cReynolds 
Mr. Upham 
!Lr. Lochhead 
Miss Cb.auncey 
?.!iss Lanigan 
!llr. Foley 

• 

George, tb.is thing of tbe United States Steel gives 
me an idea on inventories. Why don ' t we ask the 28 
companies t~t a re giving us figures to give us their 
inventory positi on, say , as or - once a month from 
now on, going back - if they 'll go back a year. See? 

Some of them may not be able to do it, because they 
don ' t keep a perpetua l inventory . But some of the 
big ones do. 

I th inK t ha t will be very helpful . 

Very good . 

St eve , I sent over these appointments for tbe court, 
and it comes ba~k - said I never took it up witb tbe 
President. 

Now, wnat• s the financial picture on this • •• • 

On, before that we ' ll take care of you (~egill) , 
because you want to go. 

I haven ' t anything parti cular . Still holding up 
the t ax bill in Congress for the benefit of the 
American Smelting a nd Refining Company. I imagine 
the American Smelting end Refining is going to !Jlt 
away with it, but I don ' t know . 

(Lonigan comes in) 

I ' ll talk to you about that. 

I r ve Just got this th11:8- I wanted you to Just s it 
in on this part, Miss Lanigan . Here are some 
figures from Mr. Gill in which he says tb.e number 
of cases on relief in Clevel and ar e 27,000; Toledo, 
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Gaston: 

Bell : 

a . :.t .Jr : 

r.onigan: 

H •.. I.Jr: 

r.onigan: 

H. :.t . Jr : 

Bell : 

H. !A.Jr: 

-2-

8, 700; Detroit, 441 000; Flint, 111 000; Chicago, 
104, 000 . And I don't beli eve i t. I think tha t 
the figures are phony. 
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That mus t be f amilies, tha t Cleveland figure. The 
f i gure they give out is 87 1 000 persons on r elief. 

Hhat does that say? 

Number of cases receiving relief. There ' s something 
wrong . 

(On phone) Corrington Gill, please . 

Well , very ~onfidentially, I asked the Acting Surgeon 
Gener al to call up the health of ficer of each of these 
five c i t ies on the telephone end ask him how many 
c ases are on direct r elief, how much money they are 
r eceiving, what are the benefits . Let me know Just 
as soon as they can . 

Mr. Secret ary. 

Yes . 

The chief statistician of the Social Security Board 
in cha rge of relief stati stics is one of the t wo 
most distinguished persons in the country on r elief 
figures - Miss Jeeter and Ralph Hurlin. 

(Phone rings) 

Who di d I ask for ? 

Corrington Gill. 

(On phone) Hello, Oill. 
follows:) 

(Record of conversation 

• 
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EWJr : 

Corr :!ngton 
Gill: 

HUJr: 

G: 

RJJJr : 

G: 

G: 

illJJr : 

G: 

f!J!J t' : 

G: 

G: 

G: 

HJAJr: 

G: 

Hl.!Jr : 

G: 

P.liJr : 

G: 

Hello. 

Hello . 

Gill • • •• 

Yes, sir. 

Good oorn ing . 

Good oorning. 

Friday 
!.lay 13, 1938 
9:33 a.m. 

Those figures t hat you gave me on direct relief • ••• ... - ... _ 
Uh huh . -~ . 

!low take Cleveland - 26 , 91,0 - i s that f anilies? 

That 1 s f a milies. 

Oh, well , i t didn't say so . 

Oh, I •m sorry. It's cases. 

Vlell , t hat•s cases -
f a mil i es? 

well, in each c ase is that 

No. A case isn 1 t quite a family because it includes 
s.tngle people. 

Well, how, for instance, i s 26, 940 1n Cleveland -
How can I compare t ha t with 8,100 .tn Toledo? 

v:ell, t hose are comparable. 

Ylell then, what do you aul t iply by? 

Ah ••• • 

Is it two and a half or three or what? 

Well , on direct relief- let ' s see - it's almost 
four to a case . 

Four? 

Yes . 
l a rger 
that . 

Four? 

Well, in WPA it' s four and we ' ve got the 
cases so I guess i t ' s a l ittle less than 
I 'd say it ' s about three and a bait. 

394 
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BJLTr: 

G: 

BKJr: 

0: 

HMJr: 

G: 

.BKJ'r : 

G: 

IDLTr: 

G: 

- 2 -

You don ' t know? 

About three and a haJ.t. 

.Abaut three and a haJ.tt 

P'or d 1rect reliet and it 1 s about tour on WPA 
because the:y given us the bieger ta111liea . 

Well , what tigure should I use? 

Three and a halt tor direct reliet. 

Three and a halt? · 

Right . 

Thank you. 

O. IL 

• 

395 

.. 
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H. M. Jr: 

Lonigcn: 

;t . J . Jr : 

H . :~ . Jr: 

Lanigan: 

I:!. IJ . Jr: 

Lonigun: 

H. wi . Jr: 

:.onigen: 

H. :.:.Jr: 

Loni gtm: 

H •• l . Jr : 

Bell : 

H •• ! . Jr: 

Bell : 

- .3-

(Foley comes in) 

I ' ll get t his thing photostEJ ted and .ve ' l l see . 
nnd you ( Lanigan) can check this - could check 
it with t his woman you•re t clking about? 

39S 

Yes, sir . No figures on individuals mean anything . 
They haven' t any figures on number s on r elief . 

(To messenger) Get hnlf ~ dozen copies of t he t 
photostated . 

I mean when they give m~ this figur~ , es you say, 
is the s tt.tement t:eccurut e? 7o'here di d they g e t it 
from? 

Miss J eeter probably got it. 

!low do you spell her nume? 

J-e-e-t-e-r . she und Ral ph llurlin ar e the t wo 
na tional authorities on •.• • 

Who is the ••. 

rtalph Hurlin, in the Hu~sell Sage Foundation . 

And they keep figures too? 

As many es there ere . The f igures they have ar e 
e l l tne gooa figures ther e br e . 

But you say !aliss Jeeter v.ot.:J.d kno.7. I 111 give you 
a phot osta t of t his in s few minutes . 

Corry has no direct information. 

O. K. 1/ell , that ' s something anyway . \'/ell, we•ll see 
how these compare with Miss Jeeter 1 s f i gures . NoN , 
Dan, on the money on this thing , wher e are we? 

Section J2 fir st . Ther e was availt.ble during the 
year 125 - round figures, 19.38, I ' m t alking about. 

Yes . 

We have to r eserve 65 mill i on of that for cot ton, 
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H. :.l.Jr: 

Bell: 

H. :A.Jr: 

Bell : 

H. M.Jr: 

Bell : 
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and Congress picked up 17 million of it and 
reappropriated it for their AAA program, and we 
have allotted to the Secretary of Agriculture for 
expor tation and diversion and domesti c consumption 
42 million 500 thousand. Tha t ' s a total of 124 
million five, leaving only 476 thousand unallotted. 
Nnw, of the 42 five which we have allotted to the 
Secret ary of Agriculture, he has given 32 five to 
the Agricultural Surplus Commodities Corporation, 
with instructions to buy •••• 

Bow much? 

32 five , with instructions to buy surplus commodities 
over the country, ~nd wha t they try to do is distri­
bute taose commodities evenly among the states f or 
relief purposes . Ther e is no\V about 8 or 9 million 
dollars in the till with which they are purchasing 
commodities, and which will be distributed e.mong the 
various sta t es . But upon direction from the 
President they could di stribute those' commodities 
a t critical points r ather than dis tribute t hem 
evenly among the sta t es . 

Now, of t he 17 million which Congress has picked 
up and reappropria ted - th~t says •not to exceed" 
17 million - there probably will be a saving of 
a lmos t 10 mill ion i n that fund . So I t hink we can 
pick 10 million out of that balance and transfer 
it to the Surplus ~ommodities ~orporation, making 
about 18 million t hot ~ould be available in that 
place. 

~here is only 10 there. 

There is only between 8 and 9 there now, but I think 
we can pick up 10 million dollars of that balance 
which Congress appr opriated for AAA. 

I see. 

Now this corporation is now buying and shipping to 
Cle~eland Detroit, Tol edo, and other critical points 
in the Ea~t, surplus commodi ties of rice, drted beans, 
Irish potatoes, cabbages, dried apples, and some fresh 
apples, - they are now feeding the people in Cleveland. 
They tell me that t hL t 1 s about the only help they get-

Regraded Uclassified



Bell : 

H • ..I . Jr : 

Bell : 

H. :.! . Jr: 

Bell : 

ll. ~1 . Jr: 

Bell : 

ii . _ . Jr: 

Bell : 

H. J .Jr : 

Haas : 

Bell : 

H&as : 

-5-

i s from t he Surplus Commodi t i es Corporation. 

They ' r e also giving t hem oranges at Nyack which 
they 're playing ba seball wi t h. 
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lind surpluses of prunes are now being shipped from 
the V/es t and will be ava ilable for distribution in 
t he East in a few days. There will also probr.bly 
be available in the Ea st in a f ew days surpluses 
or gr apefruit, oranges , a nd probably some s.kim 
milk . 

ilhere did you get that from? 

Tha t wa s fiTitten 
on egricul ture . 
cor porati on. 

I see . 

by one of ~ assistants around here 
He got it from t he man in the 

llell, tha t isn' t ver y encour~:.g ing , is it? 

Well , that' s about 18 million dollars you can get for 
those various critica l st~tes if you wanted to . 

But it gets down t o Wal hce - can i.'bllace declBre 
wbea t a ••.. 

No, be can't buy whea t . 

1/hy not? 

Because it isn't a surplus and will not be until 
June or July . 

Could you (Haas) put up an argument against tb&t? 

I think i t ' s a question of wha t is meant by a surplus 
in the Act. I c oula look it over and see . 

No I t hink i t goes 11 11 ttle further than that. 
Th~y are r equired to buy whenever it looks as though 
the parity price - or the price of ~heat i s going 
below the parity price. 

What t he de fin! tion of surpl us .. • • 
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'//ell, they have a definiti on f or parity price 
and they can buy whea t whenever i t gets down 
around that parity price. 

Well , Wallace is trying to get a hundred million 
dollars processing tax to take care of wheat. He 
was there yester day . Tha t ' s what started me off. 

They think wheat's going to 60 cents . 

399 

Hundred mi llion? Two hundred million, l est I beard . 

Well, i t was a hundred million yesterday, 

I t hink it' s the matter of r ain. You' d have to know 
the prospects of July or August, isn' t that the 
d ifficulty? 

VI ell, if you don 1 t mind 1 ths t' s one thing tba t 
George - that ' s particularly his field . 

Supposing you did find wheot was a surplus crop. 
How much money could you really spend on bread? 
Very much? If it bad to be spent on whea t . Does 
it amount t o a grea t deal? 

Yes . It would help a lot . 

~c ould talk to Jesse Tapp . I knoN hi.m very well; 
we used to work together. 

I t alkea to Wallace . He was working on it lest night . 
But I' ll a sk him how be ' s comi ng a long. I'll ask 
him now bow he' s coming along . 

(On phone) .Secr etary Wall ace . 

Vlant to go to the Relief Act? 

Please . 

Ther e i s in the general r es erve on the Relief Act -
it's been unallocat ed, remains unallocated - 55 
m.1111on, 453 thousand, of whi ch 34 milli on, 147 
t housand is immediat ely available. 

How much? 
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34 mil lion, 147 thousand . There will be another 10 
million avai lable within the course of two days, and 
another 11 milli on available within the course of 
five day s , making a total of 55 million. 

Right after you had tbat relief question up in 
February, I di scussed with McFarland, who is 
assistant soli cit or of Oeneral Accounting Office, 
the question of whether the President could 
a llocate .t'unds from this 1937 relief appropriation 
directly to "llPA for relief, wherea s the Act refers 
to the Resettlement Administration. 

(On phone) Hello • 

Secretary Wallace is in a meeting for about half an 
hour; but she can get h.im. 

(On phone) When he comes out. 

All r ight . 

On Febr uary 21, Mr . McFarland phoned . 

What day? 

February 21 . Phoned me t ha t be had taken the matter 
of the use of the 137 appropria tion for d irect relief 
other than t hrough Farm Security Adm.inistrat i on up 
with Judge Elliott, and be said if it became necessary 
for the President to make an allocation for direct 
relief to the WPA, he would not obJect. 

Thank Oodl I put you in a letter saying that you got 
such a r uling . 

Well, that ' s what v1e ssid, that Judge Elliott said 
he would not object. 

Sure . 

Now, I have prepared here two forms of a let ter allo­
cating 10 million dollars to WPA for direct relief. 
And it says : "For the purpose of providi.ng relief in 
accordance w1 th the state schedule for persons in need 
either by direct expenditures or by assisting local 
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public a uthorities or agencies in meeting the cost 
of furnishing r elief in the form of money, service, 
ma t erials, and/or commoa i t ies to provide t he 
necessities of life to needy persons , provi ded thot 
all expenditures hereund er shall be subject to the 
r ules and r egulations f or merly prescri bed for 
the Feder al I:.mergency Relit.!' Adminis tration, insofar 
c.s such r egult. tions mt•y be appliceble . .• • " 'I hey 
cen i mmedi ately on tn:. t drL\7 ll check to the states 
or the msyors of the cities i n these stLtes , and 
tnc. t has the Lp~rovc. l of the Gener&l Accounting 
Of fice - tae sssist c.nt soli citor. 

~'Oil , if the Pr esi dent didn 1 t w&nt t o put any 
r estrictions ~round it, :1e could cut out the schedule 
of St L tes and cut out the proviso that it shall be 
expended under rules and regul~ tions prescribed under 
the olci Federc.l Emergency Relief Adminis t r a t i on Act . 
But I would pr efer the r estrictions, because I don ' t 
think ther e would be any delay in drav.ing up new 
regul&tions on this . 

Well , Hopkins II'&S 1s t the house l a st night . Before 
he left I men t i oned this to him - you ' d be i nterested 
in this , Miss Lonigan - anu I t ola him about the 
instructions tha t the Pr esident gavt to Aubrey 
"ill i ams that he shoula do this on February 12 . 
~ nd Hopkins got ver y angry, said he ;.new t.bout these 
instruct i ons E.nd t tl! t there was e ll this pressure 
end he just wouldn't carry them out. Be said, "~e 're 
not going back to direct r elief." 

Said he "ouldn ' t carry t hem out . 

He said, "~ho ' s been t alking t o you?• 

I said •Nobody but my conscience . " I said, "There 
r.r e pe~ple ttlere .vho a r e g<!tting ~< uollar ~<nd 8 lwlJ' 
& week in Cleveland; tha t ' s a ll they ' r e get ting- per 
pt~rson, according to these f igures . • And I was simply 
amazed now angry he got a t the thought t ha t somebody 
wus trying to suggest a irect relief. 

I se i d, •dow woula you feel if we bought t he food e.nd 
guve it t o them in or aer t o nelp Wal l ace use up some 
of tnis surplus 'Nne&t t n&t ne 1 s so NOrried ebout?" 
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"Oh," he said, "tha t ' s an entirely different ma t ter. 
That ' s an entirely differ ent metter, if we do it on 
that basis . But I will not be a part of direct 
r elief. n 

What ' s the alternative thnt he offers to t ake care 
or them? 

None . Positively none. 

It looks as though, t hen, he i s more interested in 
projects t han human beings . That ' s all I've got t o 
say. 

Positivel y none. 

Did you ask him for any alternatives? 

No, he has none . 

~oes he believe he can t ake car e or everybody wi th 
work relief? 

lie knows not . 

It ' s an absurd alt ernative . 

Par don me? 

It's an absurd alternative . 

~ell , I Just thought - we 're t~lking here strictly 
confidential in the r oom - but I was amazed to see 
now a ngry ne got a t the thought of s m ebody having 
t he audacity t o suggest t hat we do what the President 
said we do 1 so tha t we wouldn' t let the people down. 

Wel l , it sound~ - something peculiar somewhere . Be 
must have something else in mind, because I doubt very 
much that he t akes the position tha t they'll either 
t ake what t hey ' re getting or virtually almost starve. 
I don't think he would t ake t ha t position. 

Well , if you knew - Miss Lonigan •s been following 
this for two years and she' s been dinning this into 
~ ear s for two year s , so I don ' t think she' s very 
much amazed. Are yo~? 
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No, Mr . Secret ary . 

<lell, the f act is , Harry, t hey ar e; a nd here these 
figures come i n this morning and t hey know it, and 
here ' s the Secr e t ary of the Treasury, supposed to 
have two gl ass eyes, and I ' m sitti ng up ni ghts 
worrying about this thing . Nobody el se is worrying 
ubout it . Nobody else is worrying about i t . And the 
f ac ts ar e t hat- l e t me just- ner e 's the letter which 
I sent t o the President last night which covers the 
situa tion. 

"1 am very much concerned about t he direct reli~f 
s itua tion, especially in suco midHestern cities as 
Clevel&nd, Detroit and ~nicago, wher e tne indus trial 
recession is most sharply felt . Ther e is a· similar 
situution in soaller cities in the s ame are~ . They 
have had to meet a oir ect relitf load f ar beyond wha t 
they had budgeted and in t he c ase of the Ohio cities , 
notably Clevel~nd , t ney r an up against provisi ons of 
St 1.1 t e l av. wnich prevented them r bising additional 
munici~al r evenue or adding to t heir debt. You have, 
of course, not iced the stories in the paper s about 
the s it-down strikes of r elief dependents in Cleveland, 
wtlich was forced t o s top issuing food orders on April 
Jvth anti to put t he employees of the Relief Administra­
tion on a "no pay" basis pending a specilil session of 
t ne Legislature ;; t which t hey hope to get aut hority to 
r Lise new money . Other Ohio cities are i n a somewha t 
simi l e r plight, al tnough t he emer gency e l sewhere seems 
t o be not so acute L S in Cleveland . 

"The Clevelano newspa per s r eport tn~ t as of I.pril 3Jth 
t uere • ere d? , OvJ per sons on t he direct relief rolls, 
the high est nUJJber t ney have hnd &t any time, while 
!IPA has 63, 000 persons on its work rolls . 

"The Cleveland crisis has been met only t empor arily 
by the t r ansfer t o direct r ellef of funds r eserved for 
t he city ' s share of 1VPA pr o jects . 

"You will recall tha t in our conversa t i on on February 
l~th you illentioned the Clevel~nd s i tua tion specifically 
a nd you asked me t o a llvise Aubrey Williams t hrt it was 
your wish t hLt they should .vor k out a plan for sharing 
the direct r elief l oad Nith toe cities wner e such 
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critical situations existed . I t ook the matter up 
with Aubrey Williams over the telephone immediat ely 
a fter my return t o my office, but so far as I have 
been able to find out nothing of this sort has been 
done. Dan Bell r aised the question t hat day as to 
whether the IVPA had legal author! ty to use funds for 
di r ect relief. Dan aoubt ed it, but Aubr ey Wi lliams 
sai d they had the authority, £ad l ater Van had a t alk 
wi th Elli ott, the Acting Comptroller General , who said 
ne vmuld see no reason to r aise any ob j ection i f WPA 
funds were used in tna t way . I understand the ne" 
relief bill conta ins s pecific authority for direct 
relief. " 

ls tha t still in? 

No, tha t 's ques t i onable . 

Wil l you check tha t ? 

It ' s 4uestionable under WPA . In the fir s t s ection 
of t he bill it s&ys "direct relief ." When they get 
out of the ·vpA section, they s ay "for the following 
classes of pr ojects. " 

Now listen, tha t ' s whet you're in her e for , Ed 
Foley, see, and I lay great stress on t hat, Foley . 
See? 

Yes . 

"The suggest ion that APA supplement local funds for 
direct relief in t ile oost cri t ical situations was, 
you wil l remember, your own. I am r emini ing you of 
it at t his time because I £tntici pat e t aa t IVa s hall 
nave a repet ition in other cities within t he very 
near futur e of che critic£t l s ituation t hht exists 
in Cleveland &ad b eCbUSe I t hink it 4ul t e possible 
t na t you may wi sh to i ssue direct and explicit 
instructions to Harry Hopkins on this point . " 

And I say that, and that ' s not s i gned by a r eliefer, 
but signed by me. Now, all • ••. 

You (Magill) want t o eo? 

·~&gill : !lay 
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Listen, if you want soMe help on t ha t thing - I 
think that's outrageous . 

I do too. 

405 

Well , I 'M going to - I 1 m willing, if necessary, to 
make a statement to the press or something . 

Well, I ' M supposed to see Ooughton now. 

Well , if you want to, call Me up. 

I won' t say very MUch about - I mean I won' t ~r1n& 
you into it . 

\Yell, I'm wi lling to s ay s oMething. 

(Magill leaves) 

(On phone) Hello. (Conversation with Corrington 
Gill follows:) 
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Yeah, 

Friday 
!Jay 13, 1938 
9 :51 o. rn. 

I thought that you ' d better know this -
personally and confidentially - they have this 
two hundred thousand dolla rs 1n Clevelvnd whi ch 
is 1n a general fund, , , 

Yes • 
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• • • !'nd we he ve a perfect a greernent t1ith the l:ayor 
and the City Council t hat t ha t i s to be used for 
d irect relief as l i ttle as pos sible because they're 
trying t o get - Cleveland and al.l t he other cities 
are trying t o get the St a te Leeislature t o a ppro;>rillte 
money t he first of t he foeek . 

Yeah. 

Now, they 1 ve got , they cl £.1m, t hirty mill i on dollf.rs 
1n surplus 1n the Stat e Treasury from Davey ' s t ax 
policy and no relief 1n the l ast three years down 
there - by State contribution to relief. And they ' re 
trying to hold t his dol'm with as l i t tle publicity tha t -

·no publicity t hat they ha ve money t o put t he heat on 
t he St a t e Legi sla ture Mondpy. 

l':ell, how l!lUCh of the two hundr ed thousand have they 
used? 

They h a v e h.o hundred thousllnd remaining I find . 

Ye<h . 

They ' ve already used thre e hundred t housand of a 
f i ve hundr ed t housand r;enerd fund in the city of 
Cleveland . 

V:ell nov:, you mean they hlld l'ive hundred t housand 
of Federal money? 

Oh, no . I t •s all local money . 

All local money? 

It • s all local money . 

Well - and of the f i ve hundred t housand ther 
s till h uve three hundred l eft or t~o • • • ? 

Regraded Uclassified



G: 

PMJr: 

tl t 

Hl'Jr : 

0: 

IH:Jr : 

G: 

BJ.•J r : 

G: 

BJ.IJr: 

C: : 

B!:Jr : 

G: 

!!l.I.Tr : 

G: 

B~r: 

G: 

- 2-

They have two hundred left; they have used three 
hundred I find - during the past - about three 
IIIOiltha. 

They have two hundred left? 

That ' s right. .. . . .. 

407 

Well I think that 1 s been 1n the paper s 1f I'm not 
mistaken. I've read the papers and that isn ' t 
confident :lal information; I think that's all in the 
papers . 

Well, that may be, but the - what they are trying 
t o do is to use as little of it a s possible so as 
to keep t he beat on the Sta t e Leg islature the first 
of the week in the special ses sion . .. . 

In other words they 're going t o let the peopl e go 
short of food? 

No, they haven' t done tha t - they haven't - at 
least they claim and our field people say that t he 
people out there are being t aken care of . 

At a dolla r and a half per week per person? 

I don't know what the amoun t ••.• 

Well, that• s what I under stand it i s - a dollar and 
a half per week per person. 

I don ' t know what amounts have •••• 

Yeah. Well , that ' s r.hat I under s tand it is. 

Uh huh. 

A dollar and a half per week per person is what I 
understand they're getting. 

Uh huh. 

And I also understand t hat they ' re ll.21 gett ing 
subsistence - I mean they ' re not getting enough to 
eat . 

Ah _ I did hear last night f r om our f ield people 
that the Surplus Commodities are at the present 
t 1111e - in Cleveland - are quite varied and not, 
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as I had thought, very limited. They' r e giving 
pot atoes and cabbage and some meat s and other 
veget ables . 

Yeah. All r ight . Thank you. 

All right. Fine. 

408 
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That money they are using is the money budgeted for 
the city's share of the WPA proJects. 

Sponsor's contribution. 

Yes . Vlhere 1vere we? 

I ' m a little t r oubled about this position, Ur • 
Secretary. I ' m not sure thut you have canvassed 
the facts of the situation as well as you usually 
do on this before you begin to take any aggr essive 
action, and •••• 

uhat are you worried a bout? 

That you ' U start something that you wish you 1ladn' t . 

Why? 

•lell, I'm not sure that you have all the f acts and 
the data on it. 

Well, ~;hat a re the f acts which you sugges t my getting? 

I think it might be possible to get a presenta tion 
or their case at s ome conference which you might ha ve, 
see whatever facts they set for t h in answer to your 
question, and t~en be able to evaluate them. For 
example, the dollar and A half per person - I don ' t 
Kno·;: , but toat, if it's billed at the price that 
they're paying for these surplus commodities, msy 
be equivalent to a •••. 

They don ' t pay a cent. Tha t ' s a ll a girt . 

Hell , the dollar and a half is in addition to that . 
I mean there may b e some other t hings. 

~ure , but what I•ve asked is th&t the President meet 
with Hopkins, Wallace, a nd myself this morning, that 
he get the f acts. 

Well _ except t hat a good many of those you might be 
able to get berore tha t occasion, so you come there 
e4.uipped. 

So therefore I've asked toe Surgeon General to call 
up the Health Commission~r of Cleveland and to get 
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the f acts from him . So t ha t ' s i n the process now. 
I mean I 1ve asked him to call. Because I don ' t 
believe these f acts tha t the Hopkins people t ell us 
on direct relief, because I don ' t think - I hate -
I•ve said t his only after two years - I think that 
they don' t want t he Pr esident to know what t be con­
di tions are, and I t hink they Nithhold the informa tion 
because they don ' t want direct relief and they don't 
care hoN much the ~eople suffer. 

Tha t state~ent of Corry Gill ' s as to how much money 
is available, about fi ve hundr ed thousand, figures out 
elmost eAtctly on t ne basi s of the ca se load they 
r epor ted . It figures out Llmost exactly one dollar 
and a nalf per person per 1•eek f or the month April 
JJ t o J une 1 . They 're counting on ne l p from the 
legisla ture possi bly by J une 1 , not e~rlier, and 
t na t five hundr ed thousand would figure jus t about 
a dolla r and a half per person per week from April 
JJ t o J une l. 

It ' s l'our and a Uelf collar s per case, a nd their 
cose ar e - tner e ar~ three people t o t he f amily . 

'//ell , I had the f amily f ! gures the other way . I had 
871 0JO per sons on relief 1 Lnd fi.;uring a dollar bnd 
a nalf per person per week, they get about $1JO, J)J 
a week. Tha t will give you $520, JJJ for four weeks . 

/iell, nere's F. Raymond Dnnl.ell, one of tne best 
reporters i n Amer i ca , who s ays this about Cleveland. 

"lfnile curta iled r elief i s s till' being administer ed 
to • . . • (words not under stood) . . . . • Et least 
~0 percent below subsist ence standar ds . For !nstl.nce, 
a f amily of t hree r eceives four and a ltalf dollars 
o week:." 

Well, tha t checks " bsolute!y with t hose other f i gures , 
in the other pfi pers . 

Yes . I mean this i s the confidential informa tion. 
•Tne ci t ies mus t flnd addit~onel funas t o c arry on 
relief unti l remedia l st~te l egisl a tion becomes 
effecti ve . Only about $1101 0JO of the '5JO, u)0 
set a side for the city ' s partici~ation in WPA 
remains avail~ble . • 
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Her e ' s the confi dential informl tion: 
minimum of' $7J , OvJ a week ls needed . " 
the Nhole thing . 

Yes, yes . 

n • •• and a 
He 1 s go t 

41:. 

Mr . Secret~ry, may I suggest t o you the possibl e 
udvant age of having a r epresentutive of Social 
Security at your conference? 

I don' t t hink t he President NOuld stand for it . I 
don ' t t hinL t hAt he ' d stcnd for it, Miss Lonigan. 
I don ' t want to ge t exci t ed, but Social Secur 
and the Hopkins organization s i t her e Gnti do not~~~~-

Social Security can't, but tney have the f acts . 

uut tr1ey don• t t alk . They sboul u be vocal. 

'ilel1, I agr ee .vito tha t . 

I mean how can a person have a i)Y thing t o do •• ith 
nn organizat ion call ed • social Hod s it her e and 
see people - and see peopl e s t arve? 

They couldn' t spend a dollar . 

But t ney could be vocal . I mean ther e's such a thing 
~s bringing it to somebody ' s attention, and i t jus t -
it just turns ~ s t omach to he~r Henry hall&ce Nant 
a hundr ea :n1l l1on aollars to have t he people gr ow 
less whea t and then - und witn people not getting 
enough to ea t . No1t1 t ner e ' s just socething cock- eyed, 
c r ackpot, about tn i s admlni~tra tion . I mean it just 
goe:; against all decency end human understandi ng 
the t tney should be trying to fi nd. ways anci means to 
gr ow less . 

Yes . 

And there ' s peopl e going hungry in America , ell over 
Amer i ca . Now, there ' s Just somethi ng - the combina­
tion of Walla ce end Hopkins r efusing t o do any direct 
relief' - just something unaodly about it . 

And draw the money from e mass consQ~ers ' tax, ahich 
is ....... 
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And I'm not going t o keep quiet . 

(On Vlhi te Bouse phone) Oh, nello . - Oh, thanks. 
Hello, Tommy (Malvine Scheider). How are you? 
This l etter that Mrs . Roosevelt wrote me about 
trying tog et the r eport on Amelia Earhart . Now 
I ' ve been given a verbal report. I f we ' re going 'to 
release t his, it' s just going to smear the whole 
reputation of Amelia Earhart, and~ ..••. -
Yes, but I mean if 3e give it to this one man we ' ve 
got to make it public ; Ne can' t let one men see i t. 

,hnd if we ever release the report of the Itasca 
on Acelia haroart , any reputati on she's got is gone, 
because - and I' d like to - I' a r eally like to 
·return tnis to you. 

(Continuing) Now, I know wnat Navy did, I know wha t 
the Itasca did, a nd I know !101'1 Amelia Earuert 
absolutely disr egarded oll orders, and if we ever 
release tnis tnlng, goodbye Amelia Ear hart ' s 
t•eputation. Now, r eally - because if we give the 
access to one, .ve have t o give 1t to all. And my 
~dvice is tha t - ~> nd if the Pr~!sident ever hear d 
tnat somebody questioned tile t the Navy hadn ' t made 
the proper search, after what those boys went 
through - I thin.!{ they searched, as I remember it, 
50 1 0~J s4uare miles , end every one of those planes 
Nas out, ~nd the boys just burnt t hemselves out 
physically and every other way searching for her. 
And if - I mean I thln.t he ' d Ge t t errlbll a ngry if 
somebody - because they jus t went the l imit, and so 
did toe Coast Guard . And we nave toe report Of all 
tnose .. lreless messages a nJ everytning else, woa t 
tout woman - happ~ned to ner toe last fe,; minutes . 
I nope r•ve j ust got t o nevt<r make it public, I mean. 
- o . K. - Well, s till 1f she •.1ants it, 1 111 t ell 
her - I mean 11hat happened. It isn' t a very nice 
story. - ·;iell , yes . There isn't &nything &ddi­
tional to s omet hing like that . You think up a good 
one . - Thank you. (Conv~rsation ends) 

(To Chauncey) Just send it back. 

Sure. 

I mean Ne trlea - people wor.t us to search ega in 

-
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Gibbons: 

il . .l .Jr : 

Foley : 

ti . ·~ . Jr : 

Foley : 

d •. J. Jr : 

~onigan : 

d • • • Jr: 

Loni gan : 

H. '! . J r : 

i..onigan : 

H. : . Jr: 
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those islands, after whbt Ne have gone through. 
You (Gibbons) know the story , don ' t you? 

We have evidence t hat t he t ning is all over, sure. 
Terrible. It would be awful to meke it public . 

Well, the 'only tning t ha t out of this - I want you 
(Lonigan) to checlt up with Social Security . Archie , 
~ive this (photosta t of WPA figures) to her and let 
ner check, end £d, you check toe legislation, will 
you ple<>se? 

Yes . Her e ' s a n unsign~d memorana~ . 

excuse :ne? 

Ther e is what D&n s ai d f bout tne la .v. 

,,nJ you t wo c an b e excused, plea se - :.iiss Lonigan 
an-.1 lJr . Foley . 

Mr. Secretary , there l s one f actor you might wish. 
Yest~rday Mr . Gill called it t o you - the aver 8ge 
weekly payment for direct r elief •.vas $21 a week, 
and I checked on wht. t f.J:. . R .. 4. w~s paying i n 193.5 , 
anu t hey had full control of gener<>l relief and t oey 
pai d $7 .12 a week . Tha t ' s the discre,mncy . 

Is tns t a f amily or person? 

l:.very~hing is t ne fbmlly . 

Tha t ' s a Unite1 St~ tes t ver tge . 

No, I think it ' s the city of Clevel~nd . 

well, it ' s f our and a nL l f now . 

They :nean toe maximum you•o need for full pr ogr ams . 

r know. I mean - well , as I r ecal l , it was ar ound 
$ 28 a month. 

A dollar a aay . 

Those figures ar e all drilled in my brain. 
for get t hem. I don 't ~now whnt his ob ject 

(Loniean and Foley leave) 

I never 
was . 
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Now, wnere are 'Re on this? "ha t are you leaving me? 

I ' ll leave you all tnis material 1f you want t o . 

Viould you? 

Thut ' s tne relief money available . That ' s the 
letter tha t if he want s t o make ;.n allocation -
that's the one t hat I ' ve recomoended . See that 
has the scnedule end t he regulation. This1 one is 
wide open. Harry CLn use it any place for direct 
r"lief o;nd drt.o' his own r egula tions, and so forth . 

Th& t ' s the Section 32 money- the explanati on that 
~ e~ve you on the side . 

aerbert , anything? 

You asked me c bout t his nu. n Hook who w&s shot down 
tncr e in t he Virginia mountains . He ' s in the hospital 
&t Lynchburg . He was wounded i n the neck and the 
lee, a nd nis condition is not critical . They believe 
that it was genuinely a case of mistaken identity on 
the part of the sheriff ' s office . But 1t is one of 
those counties wher e t ney don 1 t make a pr actice of 
letting the sheriff ' s office kno.: .:hen t hey make 
raids; so the mistake ht>ppened. 

Tom Stokes sent me <. copy of tlu.t - ScripJ)s-Howard 
story . It doesn't add anything much to what ~•e 
ulready nave on tne si tUL tion. 

Thanks . 

I told Mr . Mac th&t he ought t o give out a s tatement 
tnat this man was Killed because ne didn't have e nough 
money. 

I still have tht. t transcrlpt on th6t hear ing , if 
you have any chance to look e t it . 

Right aft er this . 

They 're very much concerned about t hat . 
threatened last night t o buve it printed 
correction. 

Sort of 
;vitbout 
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I think I haven ' t tol d you t h.n t Bob Thornburg has 
been l a id up with t he mumps the l us t two weeks . 
Probably bave it for another week. He actually 
h<~s the mumps. 

Up on t he Hill they 1 re concerned? we 111 do it 
right a fter this . 

..:1erk of the Committee has been approached by 
HLrrison to g et t his r eport printed . 

"e 1ll do it wi t hin an hour . 

On t hose '"9P01ntment s , you ltno.7, Jilllllly Roosevelt 1 s 
office called me a na «anteo to- Harrison' s been 
bearing do~u on nim and t ney said th~ t these 
appointments nadn 1 t been sent over . Is it al l 
r ight for me to c ell over Lnd tell them 7ou 1 ve sent 
tnen1 over ana t hey 1 ve been s ent beck, so they can 
answer Harrison 1\hc. t ever he wan t s? 

Ye~ . 

He wanted me to ca ll Harrison. ! wouldn ' t ge t into 
it . But Jim thinks ..•• 

Jim who? 

Jim FLrley thinks the Pr esi dent i s going to do some 
slu.uow- bo.xing . 

•lho did you say you wanted to C&ll? 

Jimmy Roosevelt wanted me to cull Harrison ana tell 
him the names had not 'been sent over . That ·Has two 
or three days ago . I t alked to you and ~agill about 
it and a s a r esult of that t hese names have been sent 
over . Subsequently, within the l as t -yesterday or 
t he day before - now they ' r e back again, and I ' ve 
r efrained from t alking t o Ha t·rison and getting mixed 
up in it. Now I ' m going to t ell Jimmy, wi th your 
appr oval, the names have been sent over, whether 
he knows it or not, and have been bounced b&ck by 
Mcintyre. 

That f r om now on when a ny Sena tor calls up we 're going 
to r efer them t o the White Rouse . 
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Gibbons: Yes . 

ri . 1.! . J r : 

uibbons : 

H. ll.Jr: 

Gibbons: 

H. li . Jr: 

Gibbons: 

Uphum : 

H. ~ . Jr: 

'-lcH: 

Gibbons : 

H. J.Jr: 

Gibbons : 

a .. ~ . Jr: 

Gibbons : 

Gibbons: 

H. :! .Jr : 

"e' r e going to r efer t hem t o the White House from 
now on . I f anybody wants anythine , it ' s up to the 
man i n t he IYhi te House . 

"hy shoul d we get mixed up in it? 

That t s 
neat . 
Ohio . 

right . O. K. ? I think thLt would be very 
J.nd I think 11e llll .von on l;y ' s friend from 

Oh yes. I must get hold of Bill Julian and Psk 
nim v:bat be means by submitting a name like tha t . 

Bobbled the whole t hing . 

But I'd like t o kid Silt . 

You flatter me . 

You ' r e the first :nan who spoke to me ubout him . 

Cy told me vbout nim. 

You know who r eally did it, in cy opinion? Vic 
Donahey . 

I won' t deny it. 

Did ne? 

Yes . 

All right . 

Vic na s been urging nim to cnt~r t he r ace out there 
for Governor . 

Did you see Deanna Durbin? 
( crossing flog er s) . Huh? 
I recommend i t highly . 

Well, Bost on is out too . 

She goes like this 
At the movies . '/lell , 

J im Has awful runny . This i s the best Joke . He said , 
"Well , this Fr ench:llen hasn't .i)8 i d his t axes, but we'll 
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t ake another Frenchman . 

I said, "Well , how ma ny French a re ther e?• 

"A hundred sixty-seven thousand . n 

- 417 

I sai d , "Well , out of that number t her e should be 
one tha t pai d hi s t axes .• 

Did you read my memor andwn about t ha t ool i t i cal 
s itua tion up t her e in Boston? · 

I s~pped tna t because I' m no t i nter est ed . 

They haven't got li ctumce of wi nning atrny~h~o~l':', -.,.,.~¥1f 
t ney claim ~ good polnt this fellow would win. 4

· 

I didn ' t 11ant t og et bogged down wita the politi cal 
s tu.ff . 

rt eally very f unny • . 

Ot!orge? 

Her e ' s the s t atus of your ••.. (hands pa pers t o 
Secre t ary and s peaks t o him i n l ow t one) 

All right . 

How ' s t he big meeting? 

Why, t nis f our th pr oblem th&t you gave us, you 
know, ..•. 

r.tarket abili t:t . 

Regula tion of the Comptroller . Each one of t nem is 
havi ng his own brain trust do a job on that , and you 
a sked Mr . Oliphant to have his people d~ a Job . So 
we ' re not meeting every day. Ther e isn t any point 
in their jus t sitting , doing t hat; but about ~onday 
we ' ll get al l that eccumulated informa tion ana go a t 
i t again. 

O.K. 
There ' s no use in di scussi.ng the first three . 
got agreement on one of them, I think. 
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What• s that on, " slow• II' 

No . 

All right. 

It 1 s on .vhu t to do with bond profits . 

Anyth ing else? 

No . 

Ar cnie? How' s tne belg~ ? 

1l:. tner wea k . 

Slutll I m11ke another stt~ t ement? 

418 

I tn i.n.-c we ' ll l et FrhncEJ tll~ ltc , , s t ute:nent over there 
o n Belgium. 

All right . 

Dan? 

i h a ven't 11 nything . 

1hLt 1 s from ~r . ~cRe~ r.olds . 

Oh yes . You c en - il' y ou can do 1t ~; n:i s till keep 
your caaract~r - y ou an~ Steve . 

Anything e lse , ~ac? 

I 've got a letter her e tha t Ollph~nt had sent in.-
I understand i1e 1 s not uvuilnble this c orning - that 
he ' s prepared on t h i s let:ul stuff for the Comptr oller. 
I snould n ' t think you 1 d w~ nt to do tha t in his 
ab:~ence . 

No , no . 

Now, I tell you .1ha t o~~e 1 11 do . I •·ant to t alk to 
riarry a minute, and if you (Gas t on) will go to your 
office, in fi ve or ten o inute s I ' ll cell you. We ' ll 
go over tn&t stuff . 
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TREASURY DEPARTMENT 

INTE:R OnrlCII CON MUNICATION 
419 

••' • l:lay 13, 1938 

,. Secretary Uor genthau 

Mr. Has;f)l 
The follcw1ng people have been invited to at t end the 

conference on the business outlook to convene at 10 o ' clock 

~esday, l~ 17, 1933. With the exception or Col . Ayres 

all or t hem have i ndicated that t hey will attend. Col. 

Ayres is attempting to make a rrpngements so as to permit 

h1~ to Join the group, and will advi se me definitely later. 

Seymour L. Andrew, Cl:i ef St At 1st ician, 
American Telephone and Telegr anh . 

F. Leslie Hayford, 
General l..:otors Corj:)ora tion. 

Li onel D. Edie 

Geor ge B. Roberts, Vice President, 
Na tional City Bank ot New Yor~ . 

Walter Lichtenstein, Vice President, 
First National Bank ot Chi cago. 

Leonard P. Ayres , Vice Pres i dent , 
Cleveland Trust Company . 
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H!!.Tr : 

Operator: 

Ht!Jr : 

Fobert 
Ol esen : 

Wr: 

0: 

Bl!Jr : 

0: 

S!.IJr: 

0 : 

BllJr : 

J : 

Hello . 

Doc tor Olesen. 

Hello . 

Dr . Olesen speaking . 

This is the Secret a ry. 

Yes , s ir. 

Friday 
May 1.3 , 19.38 
ll: ll a . m. 

Have you got any inf'or lll!ltion f or me? 

!lot yet . They were a ll five out •• • 

Golly . 

• • • en d everybody h a s been enjoined to speed them 
up • . . . 

I s ee . 

42J 

•• • as quickJ.y as possible. And I t hink we have all 
good people out on the job. 

!l:JJr : Well, l' m going to t he v:h ite House at twelve-thirty 
on this meeting so if I get anything on it I•ve got 
t o have it before then . 

0 : 

H!!Jr: 

0: 

RlMr: 

Well , s ir (Laughs) We ' re just de pending on t he 
fellows now getting the information - t hey all sa id 
they were on it already. 

Thank you. 

So you • 11 - any n ey:s that I get I' 11 l et you \mow 
as quickly as possible. 

Thank you. Goodbye. 
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!lay lJ , 1938. 
12 :.1.2 P . IJ. 

H. ·.1. Jr: Hello. 

Operator: l&r, Gill . 

H. IA. Jr: Hello. 

Corrington 
Gill: Hello, Mr . Secretary, Corrie Gill, once more. 

H. J.Jr : Yeah. 

Gill: 

H. !~ .Jr: 

G: 

!! • !l •. rr: 

G: 

!I. !!.Jr : 

G: 

R. '.I.Jr: 

G: 

:-! .'.l .Jr: 

G: 

H. ',!.Jr : 

G: 

There was one thing that wasn•t covered 
adequately in that Memoranduo because of t he 
haste. Both Ohio and Illinois, • • • • • 

A little louder, please . 

••••• particularly Illinois , 

Yeah. 

ah, has a great deal of money. Ah, the 
surplus in the state is over sixty million, a nd 
the sales tax, which was supposed to raise 
seventy million for relief is actually raising 
about ninety million, and v1hat is needed by the 
legislature is a r emoval of the restriction 
that they can give to the City of Chicago. The 
money's there. 

Uh huh. 

They' ve got plenty of money t here. 

Uh huh. I n ah, in ah - in I l linois . 

In Illinois . And in Ohio, the surplus is said 
to be about thirty million. 

Yeah. 

Our Tax Section say 110ver thirty million" in 
Ohio and "Over sixty million" in Illinois . 

Uh huh. 

Currently on ba.Dd • 

l! 2. , ... 
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H.ll. Jr : 

G: 

H.Y.Jr: 

G: 
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Well , I guess - Barry knows all that, doesn•t 
he? 

Yes, he does. But I wanted to be sure that -
that wasn ' t in the memora ndUIII and it should 
have been. 

I see. Thank you. 

o. K. Fine. 

422 
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Operator: 

!I.•.! . Jr: 

Operator: 

H. ·J . Jr : 

Operator: 

!1. 'l . Jr: 

D. W. 
Bell: 

H. 'J,Jr: 

B! 
n.:ll . Jr: 

B: 

H. 'J , Jr: 

B: 

R. '.t .Jr : 

B: 

H. ·~ . Jr : 

Kay 13, 1938. 
3:53 P. J.l . 

Operator. 

Find Bell. 

Right. 

Hello. 

Llr . Bell. Go ahead . 

Hello. 

. .. 
Go ahead . 

Ah, ah - Jimmy Byrnes 
relief bill. 

just called me up about tl'e 

Yeah. 

And I said, "There are two thines - one, that I 
had pointed out to the President this morning 
that t he way the bill is written now, no money 
could be spent for direct relief . " 

Yeah. 

And I gave the original copy of my memorandum to 
Harry Hopkins, so i f you could get another one 
from Ed Foley - Ed Foley wrote it, you see? 

Yep . 

Second, I said that in this meeting which took 
place with \'loodrum and you, and Sam Rayburn last 
Monday, the President pointed out t hat he did 
want t he Treasury to do the accounting. 

Hello. 

Yeah. 

And that the President had no preference; he said, 
"IVell, what would Woodrum do?" He said, •V:ell, 
it's too late." 
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B: 
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B: 
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Well, I - ah - I don' t think the President 
took that stand. 

Well , he did in the t elegram, a eyway . 

He did in t he telegr am, but he didn't in that 
conference . 

Well, I didn't - I wasn't a t t he conference . 

Yeah. 

So, the outcome of that, JiiiJll)' B)'l·nes is going 
to send for you and l e t you testify on that . 

Oh no . I 1ve asked to be excused . 

I d i dn ' t know that . 

I got him just a y;h1le ago - if he r;ouldn' t excuse 
me for t hat Commit t ee . 

Oh , really? 

Yeah. 

V:hy? 

Wel l , I don't want to be in on it. Ah, I was left 
out on a limb on the other thing, and ah, on the 
money, and ever ything else. 

Well, ah, - anyway, ah - I - I - I 1ve done ~~~t 
I •d like to see

1 
from the s t andpoint of t he 

Tr easury. See? And, ah - l e t •er ride; let's 
see what happens . I'll talk to you about it 
!Jonday . 

All right . You don' t know r;hen we 1 re going to 
be sent for. 

No . Let ' s ah - I'll t alk to you about i t Mond~Y· 

All right. Fine. 

424 

Ah this is what I - I ' m doing, t hese days , v:ha\ 
I think is right, and - ah - I mean, I ' m not try,~ 
to put you 1n a hOle , but, ah, I - I thought you 
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B: 
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B: 
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B: 

H.:l.Jr: 

D: 

H.U.Jr : 

B: 
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be delighted . 

Ahhh ••• 

I t hought you'd be delighted . 

Well , ah - of course, I want to help you out . 

Yeah. 

But, ah - I think i t' s very illlportant that this 
thing wasn' t coordinat ed • • • • • . 

Well , ab, we ' ll talk about it Uorrlay . 

Yeah . All right. 

Better leave it . 

Ah, bow' s the other thing coming? 

Oh, 

The direct r el i ef . 

Not so good . 

Isn' t it? 

No . 

(Laughs) Isn' t it f\lnJV? 

Isn' t 1£ funny , yeah. 

Yeah. I t certainly is . \'/ell - all r ight , I'll 
s ee you Uonday , then, and ta lk to you about it. 

Thank you. 

Ri ght. 
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ADDRESS BEFORE THE 
NE'II JERSEY BANKERS ASSOCIATION CONVENTION 

IN ATLANTIC CITY, MAY 13, 1938 

BY 

IWIIUNER S. ECCLES 
CHI.IR!oiA!l OF THE OOARD or COVERNORS 

or THE 
FEDERAL RESERVE SYSTEil 

Not to be released un\11 4:QQ p. ~. E.S.T. 

Friday. !lay 13. 1938. 
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TilE CURIIENT BUSINESS AHD !:CONOIIIC Q[!TLOOK 

Before reviewing what seem to me to be the principal developments 

l ending up to the present depression and what can be and is being dono 

about 1L, I ohould like to make a statement of general principles as a 

broad background of this discussion. 

Z-101 

Deficit-spending on the part of government should be undertaken in a 

r~cession to componsnte for tho liquidation of private debt and declining 

private expenditures. Conversely, the pG¥1.ng down of public debt offers a 

aeons of co01p0nsnting for too r<opid an oxp!onsion of private debt and ex­

penditures. However, at a time when national income has attained a high 

level and is rapidly increasing, there should be en increase in taxes on 

M equitable broad basis, not only for the purpose of r oducing tbe public 

debt if privuto credit is expanding rapidly, but olso in order to provide 

for necoeoary aocil<l services. This wculd be desirD.ble not merely on 

hul!lllllitorian grounds but it would also be oconomicdly soW>d D.S s means of 

Mintalning a balance between savings and investment on tbe one band and 

consumption on the other. By tbu& keeping up coniNIIption at a sufficient 

level to absorb production, protection wculd bn afforded to existing in­

vestment and oncouragomcnt given t o new investment. Such a poliCY of aain­

talning a large volume of government expondituro, on the busls of a balanced 

budget and through a broad tax buse, baa boon successfully pursued in 

Englllnd o.nd some of the other democratic countrios. 

Since l9SS the government bas taken D.ction on ~ fronts to meet the 

a:Uadjust:oent.a and problolll8 cr eated by the diaaat.t'OIIa deflation after 1929. 

The stope taken l1y the gon~nt were largely enforced by the necessity t or 
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meeting intolerable econolllic and social conditions. L\J.rlng this period 

the public debt was increased by about $16 billions gross. This increase 

.. as far loss in the aggregate than the contraction of private debt had 

been and was necessory to fill in part the gsp cr-eated by deflation and to 

restore to solvoncy on a natio!Ull scalo tho country' a business, which ...,a 

ll!solvont. 

Deficit-spending by the go\'llrru>ent for the rectoration of activity 

was a major influence in increasillg national income freD loss than $40 

billions in 1932 to approximately i70 billions in 1937. In other words, 

the additional na tiona! income in this one year, 1937, 11s compared with 

1932, was noorly twice as large as the total increase in tho national debt 

ovar a period of four yours. In view of this record, whet becoQes of the 

claim that this exponditure of public 1110ney waa wnsted or that the progr11.111 

of deficit-spending 11'11S a failure? 

The incronso in the goveMl>Wnt. debt was brougllt. ab.:Jut. at. a constantly 

decreasing interest. cost due, in port, of courso, to the excess reserves 

which uccWIIUlated in the banking systo11 largely t.hrougll the importation 

of foroi«n copitul 11s reflected in gold imports. Iu fact , for the nation 

liS a whole , tho burden of debt was lightened, despito the increase in 

governmant debt. From 1952 to 1936, incluoivo, not interest payments for 

the entire country, as report-ed in the natioDIIl i .nCI.llle estimates of the 

Department o r co ... erce , decllnod fro;a ... 9 billions to $(.4 billions, or 

froa 12 per cent of the nat.ioDIIl incot>e to leu than 7 per cent. 
In 
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eft'cct.int: t h.l.s proc:raJII, the government sold its securit i es to individuals 

&rel ~tsineso corporations wlucb bad idlu balances, sA well as to commercial 

h:irtl<a n ftor t hey had been provided w1 tb roaervos . Thus the government was 

obl • to put t o work ox.l.sting idle funds of individuslo and cor por a t ions as 

woll :~s newly creot.cd dopo3its in the banking sysw11. In addition to build­

in$ up deposita, which bad shrunk by ne!trl:t 40 por cent duo to the deflation, 

'he effect 0~ thu govornmon\. 1
: ss ' .,.aa t o croste business that othe rwise 

"'"'ld not hAve been created. 

Tbe rcsult :>nt debt is debt to our uwn poopl o . Tho interest being 

paid ~n it i s being puid t o t he individuals and t o corpurotions and banks 

that are tho h~ldars of t hose oblig,otiono , end ns thoy aro r~fundod or paid 

Gfl' the pr ocoedo gv to our own people and institutions. This interest paid 

.)Ut 1a lin expanse uf government . It is o charge aguinst a ll of us , but tho 

J11>:111ent :> f t.hls interest returns these 1\lnds to the spondlng and invest-

Olen~ str&QJ:I. Stated otherwise, the operat ion• of t he goverMent in borr ow­

ing, spending c.nd l ending ooney, nut only created ne>: aoney , but resulted 

in a ~ere Activo uae of tho exist.l.ng supply by incrooaing production and 

clstributiun of goods and services, which are the only renl weoltb. 

The gronteat difficulties in dealing with the problem of deficit­

oponding end of management of public debt aoom t o mo to be problems of 

correct. tilllillg. Obviously , public d ebt must not be pilod up to a point 

whore unsound inOationary results destroy t ho vary purpose of the policy 
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1 ht!ve in llll..nd-whicb ia to lll&rulgo fiscal and DOnat&ry palley, despite 

the definite 11mitotlona ot the oftocts of auch paliey, ao that it bu a 

otabil izlng nnd moderat ing influence to offuet diatortions in t he 

functioning of the general econo~-diatortions and violent- ~wings between 

boom.s IUld dapreaaiona that iapovoriah and domoralbo and threaten the very 

existence of tho whole systea. 

Conaider for a 110-nt the i.JIIportance of proper tiaing: Even though 

• e bad no public dobt whatever , de.ficit-spending could be very inflationary 

if lt cMe at a time wban our economic macbino was alreaey worldng at t\Ul 

capacity. loteraly to increase government spending, if offset by increased 

twut.tlon dorived from increased income, woul.d not be inflationary. It ia 

the spending Abovo roceipts that brings about an increase both in tho supply 

•nd velocity of 110noy . Conversely, defloit-spending at a time when pr ivate 

opending is declining, tends to compensate for this by increasing ~ 

power. 

The danger in wrong tiiDing is illustrated by our experience since 1929. 

Although there was an unprecedented contraction in private activity, adequate 

deficit-spending and lending was dolayed tor moro than three years, during 

which t l mo deflationary forces gathared so much mo.antua that it required a 

fnr groat~r amount of money and effort on the part ot tha government to turn 

t he tide than otherwise woul.d have been neceaaory. 
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Then , beginning 1n 19:54 and through 1936 unci up until the eDd of 1936 

we ex~orionced on the whole lin order~ recovery. Tho gcnorol average of 

ohelcsule pricea r ose from tho dopresslon lo11a nnd u reuso!lllbly sowld rc­

luLion~hip of pric~s ws brought about, particulnrly as bctr;ocn agriculturol 

9ri~es, which hnd b.,an out or balance during tho twonttos, and the re3t of 

the price structuru. 

The yenr 1936 r.i tnessed the most pronouncocl forward 100ve::>ent by 

privat e capital since 1929. According to eotimatus of our Division of Re­

search and Statistics, expenditures on durablo producers' guods in 1936 

had gro•n t o ~oro than $4~ bil lions, a gai n of $2t billiona above 1933 

levels; similarly, expenditures on consumers' durable goods--houses, auto-

mobiloij end bouoohold goods-amountocl to over 58 hilllonu in 1936, a gnin 

of i4i billions above 193~ . Th~ volume or domoatic corpor ate security 

issues in 1936 excooclod $4~ billions, or which t\1 1 200,000,000 wes for new 

capitsl purposes , and co...,.,rci.U lnnk l oans cxpandood by a billion dollars . 

!n e ther words, private business oxpansion wns going ahe:>d at a very satis­

roct ory rate, busineso indexes uniformly rotlected a broad recovery, 

corpor~te pr ofits in most lines were very largo~ restored and in some 

instnncos ovon oxceoded 1929 levels, despite a omallor volume of busineso. 

However, govornmnnt relhf and ot hor oxpondituros ~rero not reduced and, in 

•dditiun , between •1! and ~2 billions of bonus tunds was poured into the 

spending stream in the l3st half of 1936. I wnnt t o mal<o clear thst I am 

not now t alking about the merits of the ~nus, but mere~ the timing of its 

Pfi:frient. It mlclbt hav<> be<>o very dosirable troa an oconoal.c standpoint had 
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n been paid at the botto"' of the depression instead of in tho year of 

greatest ncovery. Similarly, tho collection of ~1 billion of social 

se~urtty taxes in 1937 diminished buying powor at the very time an increase 

in retail sales was moat noeded . Had it not been for these two maasures, 

national buying power would have increased l ess in 1936 and core in 1937. 

As it wus, we bad a very large concentr>1t.ion of botb public and priwta 
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oxp.:>ndituros in 193S which gave Cl pronounced impet us to b"Jing and generat ed , 

oJ.ong with ot her f actors, an infle tionru-J psychology. 

I t p~yod ~ largo part in sti~~ating tho probably unprecedented wave 

of inventory buying that took plC!co late in 1936 ond during tho t'i.rst 

quarter of 1937 . In the following year , l9~'l , in s~1rp contrast thoro wuo, 

of course , no bonus poymont and, as I have o~id , in that year the goverr.-

oent began collecting social security t..xes tnkon l argely out of consumer 

buying powor. Tho amount th~ goverru!lont contributed to tho spending streoo 

declined by \13 billions in a single yoo:r . In the first nin~ 110nths of tho 

current t'iacul year cash receipts of tba fedora! government &ctually exceeded 

c•sh expend! turos by ' 100 millions. 

This d rastic reversal could hbve been offset only by a COQpensatlng 

prlvnt.e expansion. Yet where could we look for that? The threo major 

d~prossed fields , where depr.~sslon bau struck the hardes t , r.here unemplay­

oent was groetoat, whore deferred m.intonence nnd nooded expansion were 

oro~test, woro housing and construction above nll others, and ln tho rail-

roaa and utUity industries. 
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In housing the deficit waa ao great that we needed to build an 

estimated 700,000 new unite annually for tive years in order to Date up 

for tho doticienoy cauaed by the depression and t&lto care of currant ro­

quir ciDOnto, aaawling that we were going to Mintein a standard of housing 

which at beat for moat of our people would bo inadequate ID8asurad by 

re•sonablo 11 ving steDdarda and tbe capacity ot our econoll;)' to provide 

DOdaro housing. lleaaured by the ability of our pooplo to pay for housing, 

uither through ownerahip or rent, on the bes ie ot present housing costa 

:..nd greatly reduced inco•o, we u;f soon avon have an oxceso , although we 

arc not building at present moro than 40 por cent or the amount we normally 

should be building. 

These conditions are due to tho fact that beginning in the fall or 

19361 beaic material prices, hourly wage r ates and contractors' cargina 

ln the build1ng t.rodea rose sharply to what pr-oved to be prohibitive levala 

so far aa ouas bq1n& power was concerned. Instead of a continuation of 

building activity which bad begun to revive in 195, the r e -rivnl •• cbeckad 

in the spring ot 19!17. Accordingly, there was no increase in activity and 

expenditure in this 100at illlportant ot all tielda to offset the decline in 

tho govurnment'a contribution. 

As for railroads , the Class I roads showed net earnings of •165 a1ll1ona 

in 1936. Progroaa were under way, 118 fast as oarninga and ability to finance 

theco llado it possible, f or the pu'Cbaae ot greatly needed new equipDIIlnt and to 

meet the large &JIOUDt ot da!orred llllintenance ruulting trow tbe depreaaion 
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yeo.rs. At this juncture, honver, wage increases effective in the last 

half of 19217 amounted to $130 millions while t?O millions more were re­

quired to meat increased social security taxes, or combined additional 

costs of t 200 millions. Under the so circwaatancea, the railroads , lacking 

sufficient ll&'llinga o.nd in maey insttlncoa unable to obtAin now credit, were 

forced to a curt.ailaent in their capitol o ~ e,va for equipcaent and deferred 

aalnt~nanee. 

In the private utility field there was a prospect for a considerable 

investment of private capitol on replacement, modernization and extension, 

but it could not be expoctad that private fUnds would readily flow into 

this fiold so long es uncertointy pravn1led as t o tho legal and financial 

stat us of the industry, Public expenditures in this field did not nearly 

coopensate for the absence of private expenditure. 

Ao I have attempted to show, tho trans ition from large deficit-spending 

t o no doficit-sponding was not successfully completed due primarily to the 

fact thet pri vate capitol did not expand sufficiently in the three great 

fields enumerated. It ia evident that a condition favorable for expansion 

of private invostmont must bo created or public spending nnd investment owat 

be continued. Otherwise , depression is inovitoble. 

The combination of forces bc~ng lato in 19&6 led t o a wave of in­

ventory buying that probably baa never boon exceeded in ao abort a pcrind. 

Business and banlr.ing leaders and orguliaationa very generally were antiei-
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patlng and IOIIMI were ~cting an inflationary developtaent, .,...en though 

warned by govornmont that an inflation could and would be controlled, The 

predictions of inflation, the shar~ rising prices of basic materials, wide­

spread labor troubles, foreign demaDd for war materials, the policy of~ 

lines of industry of advancing prices, llll combined to generate f orwnrd bl,y­

lng which was not geared to current conllll.lllption or con8UII8r bl,ying power. 

•~- a period o_f ti vo months wbolosale prices of durable goods, which had 

been virtually .&n.i..;..y since the and of 19llll1 rose at the rate of 2• per 

cent per annum. Between October of 1956 and lilly of 1937 average hourly 

earnings in munufucturing r ose 13 per cont. Betwoeo September and April the 

index of machine tool orders rose from 118 t o 282. A survey by Dun & Bred-

street of 17,000 firma indicates that inventories of manufacturing end 

merchandising compwnios increased by $2 billions in 1956 and $3 billions 

in 1937. 

The profits of many industries were larger than they had ever been, 

yet prices wore advanced and it was only natural that under such cirew>­

stances labor should seek to obtain a larger share in tbe rising profits. 

In soma cases industry increased prices far more than enough to offset in­

creased wnges, or increased wages in tho hope of avoiding labor orgnnhatlon 

in their plants. 

Incomes of the gront mass of the con8l11Ding public did not keep pace 

a~ wore, therefore, not sufficient to buy boualng and other products of 

industry that had repi<UJ advanced in price • 
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The reoponsibility for t hese development & must be widely shared b,y 

lluainass, ol·aanized lnbor and covernment . a.sineaa capitalized on a 

sellcru' 111arket, and in many instances, advanced prices mora than was 

juJtlfied by incl·aaaing costs. Organized ·iabcr , 111 many cases, sought t o 

incr~~;c mtglla :.nd decrct\se hours fester than efficiency, Md this result ed 

ic rls it.g unit. coots. Tho r api d dacr oose in not government expenditures 

,~s tuute!)111zing. I n addition, the IIIIDOuncuont of the Brit ish rear....,..,nt 

nro1r~ 6nd the emergence of inflation propogonda nlso contributed to the 

·•>ccsst ve J'orword cvltllllitm.mts by business . 

11ihl.la t he Board of Gover nors vf the Federal Reserve Syst em raised re-

>Jrvo r oquir omonts in the summer of 1936 ond again in tha early part of 

\937 , t ho iloru-d took p<.~ins to emphasize thst tho Syat olll 1 s policy of monetory 

e~se would be maint.-.ine<l . In !larch, 19~7, in order to refute the contention 

~· ••me banking looders that tb~ way to meet the situation was to tighten 

"""~Y, I iuuod a public stnte=nt in which I aald: 

"I do not believe that sharp pr ice rises in certain basic 

col:lllodJ.t iea should be controlled a t this stMge of the recovery 

by a reat rictivo money policy * * *· The price rlaes to which 

I refor are tho r esult prioar11Y of non-monotary factors in­

cluding for~ign armament demands , s t rikes and monopolistic 

prnct1cea b,y certain groups both in industry ond organized labor. 

Thuao conditi ons have in turn lod t o apoculetivo security and 

co~~ity buying which serves to accelerate t he prico advances . • 
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As for the effect s of wage and price policiec, I said: 

"Increased wages and shorter hours when they liml.t or 

actually reduce production are not at this time in th~ in­

terest of the public 1n general or in tho real int erest of 

the workors themselves, llhen wage incr eases nro poss.xl along 

to the public, and particularly •hon industries take advantage 

o f any existing si t.uation to increase prices fnr boyond in-
• 

creased labor costs, such action is shor t-sighted and in­

defensible policy from every standpoint . 

•Wage increases and short e r hours ere justified and 

wholly desirable when they r esult from incronsine production 

per cnpita end repreeent a better distribution of t ho profits 

of industry , llhen they retard and restri ct production and 

cause price inflation, the~ result in t hrowing the buying 

power of tho various groups in the entir o econo~ out of 

bolance, working a particular hardship upon agriculture, the 

unorganized workers, the recipients of f ixed incomes and oll 

consumers . Tho upward spir al of wages and prices into in­

flatillnnry price levols can be as disastrous as the downward 

spiro.l of donation . " 

I t is unf ortunat.e that the speculative buying c.'ontinued as long as 

it did, f or the more int.ensified the unbalanced condition became, the worse 
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the after1110t h was bound to be. It was also unfortunate that consumers were 

encouraged t o purchase auto010biles and innu1110rablo other products of in­

dustry in such volume that installment conaumor credit expanded at a web 

=•r~ ra pid ruto than national income. According to studies of the Russell 

Sage Found.a t.ion, the volume of outstanding consumer credit last year actually 

6(lt b:iek to the 1929 level. The encourageiMint t bus given RS not. in the 

lntcr~st of tbe public, of business , or of labor. 

~ontl.nued delay on the part of business, banklog and 1ebor leadership 

ond upon tho part of Conl!l"ess and government generally 1 in recognizing tba 

reasons for And t ho nature of the unba18Ilced stat~ of the econOJl\Y only de-

fers a ror.listic and offoct.ive application of basic romodios. The more 

momentum doflntivnary forces accumulate, thv moro tho country loses in real 

wealth because of i dle f acilities and idle man power , the gore the national 

!.nco.., shrinks 
1 

tax revenues decline 1 and the mor e the budget becomes un­

b61Mced bec1<uso tbe condition of the budge t ult.i •tbly depends upon national 

lne.:~De. 

llo have seen by tbe experience of the peat six months , as well as that 

from 1923 to 1935, that permitting na~uro ~o take its courso does not solve 

tho problema , but only accentuates them. The longer we wait , the more 

dtffi Yet, We hear from some of the leaders in 
cult the pr oblems become. 

bt.nking Md busl.neos that we should bavo a breathing spell; that "e should 

dr >s t tcnlly roduco government expenditures in en a t tempt to balance t he 

bu<lgc t; that we ubould repeal the axcoss pr ofits ond undistrl.blted earnin8S 
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wces; that we should lift regulations on the stock market and the tlnrtlan""" 

of sac·.tri tiea, and do away with mnchinery duviaed for collective bargaining. 

iio""" 1r, t.heeo alleged deterrents were not present be foro 1929 and did not 

prov~.·~ aconolllic collapse. They were not prosunt beheon 1929 8Ild 1933 o.nd 

tl!O.-e 11~s no recovery. They •1>ro present whon we had a larno degree of re-

T~e ~oapective virtunl repeal of t he taxos cocplainod of does not 

eppet.r to havo benefited business . On the c~ntrary, business indexes have 

sieadll/ gJne donn . I have always ndvuca tcd exempting small corporations 

f~w thu undistributed profits tax, ~nd I havo favored ex•m~ting from this 

tnx ~11 funds applied t o now capital expenditure thot w?uld create employ­

DCnt . llut tho outright repw of tho tnx nt this time can only have the 

effect of ncceler:.ting denationary f orces, because business will not be 

lr.cl~nod t , poy :>ut tho sums t.lms sav3d, either in dividends or for plant 

pu:o:.~soa th· t 1Uuld give eoploymcnt while exceso pl&lt cnpocity exists. 

Inst.. l>d , thu disposition w1ll be to build up idle bc.nk balances or to fl83 

,:r cob.:~ , both of which are denfo.tionary. 

F.ven uosumtng that re~ov~ ~f taxos and ao-enlled restrictions on the 

stock enu aocurtty murkets to be psychol ogically favorable t o business , 

t ho '>!l ai c problems ..:•uld atill r e11111in and will confront this or any other 

o<·'lernoont until they are fncod and denlt with effectively. 
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As t or the budgot, the only road to a bnlanee 1s through restoratJ.nn 

of na tiona.l income • For the government t u roduco its expenditures rudi<:4lly 

~t tho very time that business 19 doi ng the MJllo thing could only accentuuto 

end not alleviate detlntionery forces . Desirable us it is tor tho individual 

or for 8 businuss cvncorn to be out of dobt, wo cannot preoerve our systom, 

we cannot hhv~ a debtor-ereditor economy without erection of either public 

or priveto d~bt as 8 necessary moehanioa or business activity. 

I have r .. vored ell along and still fnvor COilponsatory action l!y the 

government and offsetting detieit-spetwin& to eountornct deflati onary 

forces and to ercnt o n condition t or rovlval of priva te act ivity . I see 

no other practical way t o debl with eeon~mic forces that, if left altogether 

alone , disrupt and threaten t o destroy our syst<Jm. Ruvorsion to e laissez 

fniro philos ophy under cond1t1ons prevail ing in tho modern world is out vf 

the quast ivn ~nd the soon~r this is clearly recognized, the sooner benking 

ond business loudership can contribute in s cunstruet ive end enlightened way 

to finding prcet ical solutions t or tho eoiOCIOn pwblema of de=craey. 

Since oarly lost fell , when 1~ boCADO ovidont t hot we were f r.cing a 

prol onged decline , I str~ngly advocuted pro=pt govorn~nt intervention on 

n broad seal e t o deal wi t h tho muludjuntmcntn nnd to restore n more bo~ncod 

condi tlon. At thut time I favored a cotnJWOhonsivo progroo develcped along 

tho Hno of st imul a t int: private activity quickly and directly through 

spoclal indueocents in tho housing, utility uud railroad fields, lllld U!rougb 

steppi ng up oxponditures that w>uld tond to oointain eonuumer purchasing 
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power , which is essential for t he r evival of business . 

The oondit iono which now confront us have become oore acut e 83 time 

hes run on . Our plant capacity, which was more than adequate t o meet the 

NQ\.irOIDents of c. national incomo of npproxilllllt oly $70 billions, has be­

c~oo ~xcossivo for today's rote of income. Unuor such circumstances , 

-.rnu. lnduco111o1nt 1s there for industry t<.l oxpnnd plant no..-? llbat reason 

de. "'· have to expect n naturlil upturn quickly? 

Invent ory ncCUl:l\ll4 t ions, wb.Ue reduced, aro still largo. Accordinc to 

tho survey I IICntioned previously, tho nccu.W.ated inventories in manu­

fact uring nnd merchandising "ere 86 billion a honvier then at the close of 

l 9lSS , At that tlmo production and sales woro incrcnslng. Since last fall 

it.oy hnve beon doclining, and tho trend of solos has n lot to do with t he 

bcslncso msn ' u a ttitude t oward inventory . To work off billions of dollars 

~f inv..ontories in the face of steadily declining soles is a long, slow nnd, 

of C•>Urso , denot i onary process. !Loney received fr= conswoers is not passed 

'llong again in the f orti! of wc.ges, e t c ., but is used to r eUre debt or accw:IU­

lato cush belnnces. In sb~rt , a decline i n invontories, while it is taking 

place , is us deflationary ns on expnnaion of inventories is innotionory . 

As national income decl ines, i~ports arc falling off with e consequent 

decline of doll ar belances and ability of foreign 11111.r ke to to absorb Aoerican 

products , Likewise , foreign tr,.vol and 101111STunt re:~~ittances decline as 

nat.ion<U tncome goes do.m, which also hss tho etroct of reducing foreign 

t.rs c.Jo . 
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Busineaa profits which were larger in 19~6 and in 19&7 than at &nf 

tiae since tbe booa of 1928-29 have deolln.cl drastically. According to 

Sta."ldsrd Statinics re!>Orta, profits of S67 industrial corporations de­

clined 66 per cent for tbe first quarter in 1937 as comp4red rltb tho saM 

qUD.rter a year &&o . . This inovi tebly menns a slowing up or stoppage of ex­

pet¥1itures tor ma.i.Dtenance in an effort to conserve existing 1\mda, or to 

~ off debt , both of which are deflationary. 

Due to moro abundant crops the agricultural outlook is for lower prices 

3nd hence lower incomes. Through 1936 and 1937 the restoration of balanced 

conditions betwoon agriculture and industry and tbe revival of farm 1nco11a 

t en dod to prevent the deflation frcm being more severe than it wes. It 

natural forces ord bllowed to prevail and agricultural income declines 

sharply, what proapoct is there of a revival ot business activity arising 

from purchasing power in this groat section of our consuming public? 

Whorens automobile production for 1936 and t he first throe quarters of 

19~7 was exceodad only by tbo peak year of 1929, due in large part to high­

pressure salesCIIIJ1ship and a largo expansion of 1nstall110nt crodit on un­

uaunlly favorable terms both ea to timo and down payments , this installment 

indebtedness is now being roducod on balance, rltb the consequent result 

t.h<.t aut o:oobilo production this year is not oxpcctod to be 100re then one­

hA.lf of what 1t was in 1956 or 1937. This leaves a gap ot aoDe $2 billions 

in expendituros and hence in production and amployment . 
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These are admittedly d epr essing factors which I have purposel y painted 

in black colora becaWJe I am convinced thD.t thdse ore the factors which we 

lllllst consider and be prepared to re1110dy without further delay . In the face 

of thosa facts , can private business be dopcndud upon to go ahead of its 
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o•n cccord and to solve the social and econolllic pr oblel!IB thus presented, 

even though business be assured of an extended breathing spoil? I wonder 

how l ong it would be before business decided, ns it did in 1932, that it was 

experiencing strangulat ion and not c breathing spell . 

The problel!IB are not self-adjusting W\les s we are willing to risk a 

prolonged depresaion wit h all its evil train of human misery and social 

and economic upheaval . I n the light of existing conditions , government 

assuredly would be subject to criticism if it failed to feel a r esponsibility 

for undertaking re..,dial action ond failad t o assert leadership of which ooly 

b government is wpablo in cooperation with business, labor and agricultural 

le~dership. 

Buaineaa, labor and agriculturc.l orgMhntions, as well as goverruoent, 

have grave aoci6J. rosponsibllities . The rosponsibllity of government. is 

rocogni zoo by ovoryono , but, by and largo 1 I do not believe that the r e­

sponsibilities t o t he public of privat ely orgonizod groups hD.ve been either 

recognized or disch.~rged . I havo hoard much about cooperation. I hove yet 

to boor of any orgnnized gioup of industry or or labor proposing to a>ake a 

3eriouo study 88 to bow their policies ond practices moy contribute t o 

economic ~ance. That apparently is ro~od as the exclusive responsibili~ 
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of government and, yet, to complete the picture, the efforts of goverll!llent 

t o dischnrge thet responsibility are all too froquently condomned and ro-

sis ted . 

In tho light of present economic condi t iona as I have outlined them > 

would not tho gove rnment be neglecting i t s responsibility if it failed t o 

act to counteract tho current deflationary for cos, pending efforts on the 

part of government in cooperation with private groups to br ing nbout sulll8 

of the adjuat1110nts necessary to establish a batter ba.lenced relationship 

1D tho vari ous elements in our econu~, so t hnt rccllvery my go f orward 

again? 

The r ecently announced spending and l ending pr ogram of the guvornment 

is modest , if anything, t oo modest when meuourod by t ho need und gravity 

of tho problom. It pr ovides f or a cont inuation of tho current levels of 

llPA, CCC, Farm Security , and public roads expondHuros . The only sul>­

stuntial increoso i s f or publi c works , public housing nnd the RFC. Tho 

efficacy o f the prvgram will depend in large port ~n tho speed with which 

th<>se Ggoncies can get under way, nnd t<> thu dogroo to which the ordinary 

oxpondi tures of t ho government, i ucludinll a.racDont, ccn be speeded up. 

Evory ef f ort must be mnde t o overcome the obatlclos t o a qwick inaugura~ion 

of public works nnd public housing . In o.dd1t1on, gront roliunce must be 

plncod on tho degroc of stimulntion thnt tho RFC cnn quickly crente. 
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In this llltter coMection I hope thet the opportunity for bringing 

about increased expenditures in modernizinG railroad and ut ility equip-

ment will not bo ovor looked. If sufl'iciently favorable terms and conditions 

aro offered for a limited period ~ the RFC, I see no reason why hundreds 

of millions of dollars worth of needed now equipment and deferred onin­

tenance should not be contr .. cted for without delay . This -ould put e. large 

nu;ober of mon back to work and relieve the pressure on relief agencies. · It 

would roach int o heavy industries where tho situation is the most depressed. 

Modern equipment is badly needed and as recovery proceeds creet shcrtagcs 

will exist. Therefore , the t i me when ito cunstruction should bo done is no­

... heu i t will do tho most good. If we wnit for n rocovory and n restorotion 

of earning powor, very likely there will bo a combined ruoh to buy needed 

equipment at the some time, with u r euultnnt driving up of costs and prices 

and creation of bottlenecks, both with roforcnco to l abor and productive 

facilit ies. 

It would also bolp to bring about c constructive adjust.aen~ if the 

odded wage coats i mposed on the railroads in 19:17 were to be suspcnd..cl 

until such time co ruilroad traffic will justifY them. 

r fool strongly that in a time like tho prooont, when the g~vernment 

is commlttod t o n policy of re$toring natiunol income and er.ploymen~, 8 

d li bilitios can sai·oly lltlke l o:ms on 
government agency, free from deman a • 

terms and cunditiona tbnt private l enders could not make because they are 

necessarily ooru concerned with immediate pruspocts nnd liquidity con-

siderations. 
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The stimulus to utility construction would be more effective if the 

rel4tlons of govertllll8nt to tbe industry could be d.efinitely deterained. 

Personally, I believe tbet public tuOOs should not be used 1n any way to 

subuidtze public competition with private industry, U this can possibly 

be avoided wi thout detriment t o the general public interest, 

The output or electric powor 1D this country 1D 19S7 was 27 per cent 
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over the output in 1929. The comperab1e tiguros for Greet BritaiD ere a• . 
~ 

per cent , for Sweden 61 por cent , and for practically all of other important 

countries, except France, aubstantielly !DOru than the United States. This 

ia n rough indication of the extent to which tho depression set the 

utilities back in their growth. While all of this lag cannot be ruede up, 

• large portion can be end this will entail the necessity of billion• of 

dollars of new construction 1n the future. To tho extent that some of theso 

l'uture requirements can be anticipoted now through the offer of very 

favorable financing terms, a major contribution toward greater economic 

otabUity both now and in the futuro 1f1ll bevo been <>Gde. 

Although I believe thAt our present econo::Uc dittieulttos are not 

monetary, nevertheless tho r ecent monetary measur es taken in con.junction 

with tho gov~rnment's program may be helpful end certainly will reoove ell 

poosibllity or doubt, where doubt did exist, aa to the adequacy ot bonkln& 

r uoourccs to finance , on a moat favorable basis, any public or private credit 

requir~~ente . Oeeterllizeti~n of $1,400, 000,000 of gold not only provides 

oddit.bnnl banlt reeerves aa tho proceods aro spent, but by putt..ing this unused 
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gold t o work, reduces the re<tui.red new government financing by this amount, 

So much for the Sp<!nding and lending program. How soon it will be 

effective and its ulti mate magnitude depend on tho rapidity with which the 

necessary 4djustmonts I mentioned earlier will bo made, Thus in housing, 

whilo the recent Mendments to the Federal Housing Act are definitely help­

ful, further progress to reduce building costs 1o urgonUy needed . We are 

still in the position where many of tho building trades unions have high 

hourly rotes, on papor, but no jobs, and eanufacturors of .... teriala have 

high prices , but no orders . Action is still called for to readjust the out-

of-line costs down t o a point whor e pooplo con afford t o m1ild houses . 

Certain otho1· prices and cos t s, particultlrly in tho durable heavy goods 

field , are still et their 1937 poak lovels and are standing in the woy of 

increased IIOles and production. Reductions bore would be helpful . l!bole­

scle prices o f durable goods have fallen only S per cont since last !larch, 

while farm prices have dropped 36 per cent . In other industrial fields, 

where competiti on is severe, and in agriculture, effort.o 1111st be Cl&de to 

prevent t.he cont inuation of a fUrther doflnt i onary spiral . f or this reason 
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I favor putting a bottom under certain wages nnd prices by the establish­

ment of minimum wages . In agriculture , to provent a cumuLative deflationary 

proooss, I favor the policy of benefit paymonh and of putting a bottom under 

t hoso farm prices , through commodity credit loans, whoro world markets de-

termine t ho price. 
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Dy correcting, on the one band, the unbalancod cost and price situation 

thLt has developed Gl'ld , on the other band, by incroos ing consumer l>u¥ing 

power , I nil confident that our difficultieo could bo sol ved and that we 

could recover t he ground l ost in rocent r.~onths. If balanco can be re-

g~ lned only through ~ernment deficit-spending nnd lending, our pr ogress 

wUl be slower nnd the cost in dollars t>nd in unocplcy110nt 'llill be greater. 

B11nko can assist in restoring prosperity by affording evory possible 

construc t1ve oid t o tho revival of so\ll'l.'l priva t e f inancing, end in odapt inc 

the l ending functions or the benking systea t o pr esent -<lay conditiana . 

Federal and s t a t e bank examination policies, oa woll as tho Comptroller's 

r egulat ion governing investment policy, nood to bo brought into conformity 

with chcnged conditiono nnd modern requtremonts or businuss and industry . 

Bankers cannot justly be held rcsponsiblu r~r such restrictive governmental 

banking pol i cioa os confuse soundness with liquidity or t rue worth with 

current depre ssed ....,!tot values . I f nvor moderni::at i on of t hese practices 

and regulations, to encourage the brulkera to mee t ch.tonged credit conditi ons 

and needs within t.beir cwn ccC!!!IlDiUea, and t bus to dilcuurage the 

alter native which is =utt iplieaUon of gvve rnmental &eencies set up to pro­

vide credi t accoMmOdation thot the banking comounity could nnd should in 

nor mal timoa be adapted to extend t o the public . Tlvlt accords with 11\Y 

f undamental viow that the responsibilitY of aovernmont banking and mone tary 

agencies ia t o assist tho bGnlts to function in the DIQ&t efficient way to 

serve the public interost. 
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t have covered a ereat deal of ground but I aa convinced that a 

diagnosis of our economic ills eannot be sound unless 1 t talces account ot 
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all of the pr1noipnl linea of governmental and private activity. All parts 

of tho econom1c organis11 react on each otbor ..nd only by united action, under 

the l eadership of govertlJIBnt, with the support ot the organiZAtions of 

buS iness , finance, labor and agriculture, OM recovery be assured . 
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TREASURY DEPARTMENT 

IHTU O~CC COWWUH1c:AT10N 

••" Nay 13, 193!. 

,. Seore tary Mor gent hau 

,. . .. Mr. White 

subject: 

a . 

b . 

o. 

d. 

How much gold do we estimate wi ll be added 
gold s took during t he re:na1 nder Of 193S? 

Sum;nary 

to our 

(In mill i ons of dollars) 
Add for excess of mer-
chandise exports over 
i mports about 
Subtrac t for our pur­
chases of s i l ver 
Subtract for "services" 
(interest, tour i st ex-
penditures, shipping, 
etc.) about 
Add tor • r esi due 1 Hems• 

600 to goo 

100 

300 t o 400 
)00 to 400 

450 

llot counting recorded capi tal mr vementa, our gold stock 
should increase from $400 t o $900 mi lli on. To tb1s f lgure 
must be added the dome s tic produc tion or ~ld or Sll5 m1l-
11on , which brings our estimate t o t500 million to $1000 mil-
lion. 

2. Will we gain or lose on capit~l account? 

Capi tal movements under pre sent conditions are subject 
t o such wi de va r iati ons, depending upon international 
political and economic developments because or the di s­
turbed economic and pol itical state of the world, that 
they are unpr edictable. 
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However, 1t 1• our Judgment that 
a. before tl'B end of the rear buainesa will bave 

turned up; " 
b. the international political situation will not 

grow aubstantiall7 better, and 
o. the eoonomio situation abroad will grow woree. 

On t he basis of those assumptions , we estimate tbat we 
will receive on recorded capital account net during the 
remainder of the rear something between $200 and $500 mil­
l i on. That would increase our estimate of additions to 
our monetary gold stocks to $700 t o $1500 lllillion. 

J. Addition of $700 mi llion to our gold stock-- i.e., 
importation of $6oo mil l ion -- will not place any e1gn1-
f1oant pr11B&ure on the .gold holdings of f oreign countries. 
But an increase of $1500 million will lill:elr heighten the 
monetary dif ficu l ties of several foreign countries. 

~. Should our a eeumption as to an improvement in business 
here prove incorrect, should bue1neee grow much worse in 
t he United states, thereby giving rise t o repeated rumors 
of further dollar devaluation, capi tal outflows can easily 
amount t o several hundred millions a month. But it woul d 
take ce.pi tal ou tflowe of frCD 1150 to $100 million a month to 
cause any outflow of gold. 
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Wa,y 1~. 1938 

(Dictated June 6, 1938) 

On May l~th , Wallace, Hopkins and myself went 
t o see the President, as a follow-up on my l etter to 
him of llay 12 (Copy a ttached) and to bring to h1e at­
te ntion the s itua tion 1n cities like Cleveland where 
people were not getting enough to eat. I had with me 
a memorandum allocating ilO , OOO,OOO f or direct relief, 
also a memorandum showi~ how much money was available 
tor Surplus Commodities Corporation. 

Hopkins opposed the ~~-sident allocating any 
money for direct relief as he said -~ ;us• nGt do any­
thi ng to keep the States of Ohio and Illi1'iWl ~m · 
alloc~ting sufficient of their funds and if we went· 
i nto it at this time i t might be apt to keep them from 
passing the necessary legislation. 

While I am dictating this me morandum almost 
t hree weeks after the conference, it was at this meet­
ing that I f irst began to work on t he President and 
Wal l ace and Hopkins to take care or the ill - fed and 
ill-clothed through Surplus Commoditi es Corporation. 
Up to that time my records show that Wal lace had not 
been buyi~ one dollar's worth of flour . From May 1~ 
to Uay ~7 he bought 135,000 barrels of flour (see the 
attached memorandum dated June 1 from Dr. Haas.) 

From the date of our meeting, the President 
and Wallace began to take an i nterest in feeding the 
needy. I consider that date a moat i mportant one 
h1etorioal ly. 
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Way 12 , 1938 

l ... "1'1 .ada cGGcai'IMC1 " 'boll\ ~ dir01ct nUet ai\uaUoa, 
ouveoia.l~ 1A aucb 1Udwe»\ 4tl'll citbu • • Clndo.nd, O.W'oit aDd 
C11ic~<ao, "ben ~ iAclllaWial rcceniOA ill ..,,, 11ht.rJ>l7 teU, Tb.>re 
1• a ~wlar aitUI\UOA 1A ...,llir c1t1uo i ll t.ho • ...., ...,. ... They 
b. n bud to _, .. direct nUet lo<.d tar beyolld wb:.t t.boy bad 
buai•t.od t<DCI i ll t.ho c""" of tlwo Obio e1Ueo1 oo\.a'bly Clnel.Auld, t.hc7 
rWl up " CIW16t proYb10D& of .:td.e 1 ... wll1cb pl'W'ftlltcod t!MD r c1tlinc 
..a.J1t1ocu.l auoici po..l nnoue or .od41AC to t1181r deb\. You ben, of 
court.e, ooticed ~ etor1 .. 1A tlloo pnj>eru flbou\ the ait-c:ollll at.riku 
or reUet diiJ>end"'t" 1A ClB" lADd• wbicb no tor clld to utop luli!IIC 
te«: orGera OD April. )Ot.h Gild to l)IUt tll8 .. ;>loY'"'" ot t.h• Reller A4-
::o1D1~W" .. t1 D oa • •uo N " bolala peoa1Dj; • apecia.l ueUiOI> of t.he 
lAChlQture <.t •ll1cb U..y bo,;lC to c•t authority t o r,J.se ce• llOAoy, 
otnor Oll1o ~uiu ....., 1A • ooanbl:t a1D1ar pllr,~>t, • J.tbl:uch t.bo 
-rr.ency •.U.•ber• b - to bo DOt ao .. ~uw AC 111 C.i.~Y .. l&nd, 

The ClAIYe.IMAII oe• &J)kl"'r• report t.hut "" of April JOtll thoro 
•or• 871000 potraou 011 t.bo c11rect re.Uef rolla , the lli!the•t ouabo.r 
t uey Ill>" b"d o.t aD:f tiDe, •IU.le 11PA h•• 6)1000 vvruooa OD ltu work 
t·oUa. 

Til• Cle"lUid cral• h,• bo•n DGt on.l)' W.4poroor11)' by tll4l 
tr• a.f•r t O d1.rect Nllef or t'UDCia t'vaorYvd for l.hv <1ty1e 8tiW'O of 
nn p.rojec ta . 

You will roc..U t.hot 1A our coonru t1on 011 T•hruerT l.:t.h :rou 
::uU oMCI t.hll Cl-.-l.wld a i tu&Uoa • ...-c1t1c..l..l)' Gild you u klld ,.. \o 
...:rt11e Aubrey lrjl lh-. t.h.' t it was your wbb l.het they ollould ooort 
out. a pl,.. tor ab<LrlDC t11oo c11rect relief load with th• clUe& •t:..r. 
aucb cr1 t1..-l aUua\101111 exiated. l took tlloo ... uer up vit.h Aubrey 
f ilii...,. onr ~ t.e.lej>boDe ~·ta~ ettcr q rctW'1l to q ott1oe, 
bllt. eo t ar aa 1 ben he. o able to t1a4 out. DOt.hlll& of thl• eort b6.a 
b .. D dooa, Dul Bell r<>J.•.cl t.bo quoui\10il that ~ ,.. to wbethor the 
r.J'A lla4 l "'lll eut.hori\7 t.o Wle twroa• tor llinct. relief • 0..0 aoubW 
1t but. Au broty 111l.J.ia:a§ •Aid t.l!o)' b.:\.CI the autllori\¥ 1 uad later 0..0 
b ... d .. t.d k wit.b Elliott, the J.ct 1QC Cooo~trollar O•lleru, who ooid be 
•oulA • •• Do ,.. ... .,.. to ""1D• 1JJ11f obJ•cUvo it lfPA twroaa were ua.cl 1a 
t.hot. ""7· 1 underot.aod tile cow .... u.t bill cootaW uproe1f1c 
•ut hor1\y tor c11Nct. relief, 

' 
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tM ......u- ._, IPA ..,., .... , lMal r.u tv Unn 
reUet ia U.. .n uf.\&Ml al'-U.. _., 7"" •W r trr, 
TOIV -. J - I 'nfh .. JW of 1\ a\ W.. U.. "ecdtl J ..Uii= 
pa\a *' • MlaU -.w a ...,.UU. ia .U.U ci\laa wlWa U.. 
"111117 Mal' tnua el U.. criUMl 11W&U. tar.\ u18\a ia Clr"!enf 
lol!lll lleu•w I UllU U cpolw pMal~ U...\ TOG M¥ wUil w U.. 
ci1raft -s aJqllicU s-v.u- w lle.rl')' Hopll1u a \Ids pliM. 

ilManls TftH • 
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OHIO MAYORS SEEK 
NEW RELIEF PLANS 

TMy Wol - t In 
Today to Draft Proponl• 

to tiM U,islature 

SpeciaJ Tax Sills Drahtd 

Hopklnt Prt~pat'h to Ship l:n 

F•ral Food SUppli .. 
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TO 

, 458 
TREA.SUJIItY DEPAJIItTMENT 

INTCit O,.,CIE CONMUNICATIOH 

o... June 1 , 193g 

Secretary Mor gent hau 

Mr . Ha~ 

I n aooordanoe wi th your request of llay 30 193g 
I have secured the f ol lowi ng infor~tion from ~- Albi n 
Procurement Offi cer of the Federal Surplus Commodi ty ' 
Corporation: 

Purchases between ADril l , 193g and May 13 . 193§ :' ~ 
3 ,6~2,000 lbs . dry sk.1m milk; 
2,500 ,000 quar ts f lui d milk; 
no flour purchased duri ng this period. 

Purchases between May 13 . 193g and h!ay 27 . l93g : 

SSO , OOO quarts. fluid mi lk; 
135 ,000 bbls . of flour . 

!.lr. Alb i n s t ated that they have recent ly purchased 
a liberal suppl y of r i ce, potat oes , butter, eggs , cabbage , 
prunes , and dri ed apples. He said t hey have quite a 
complet e dietary set- up. 

They have recent ly ordered a consider able del i very 
of flour, and it will be deli ver ed at least i n par t befor e 
July 1 , 193g , Mr. Albi n s t ates tbat the new purchases of 
flour will be sufficient to maintain the relief load for a 
period of two months . 
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THE WHITE HOUSE 

WASHINGTON 

Jq dear llr. Secretaqa 

460 

117 't'irtue of tbe autboritr neted ill • under tbe Doergency 

Relief Appropriation Act of 19.371 apprond June 29, 19J7 (50 Stat • 

.352) 
1 

it 1a requested that the followin& tUDda be transferred tree 

the appropriation Mde ill said Act aa auppl.-nted b)" the Act 

approved March 21 19.38 (Pub . Rea. 80) to the Works Progress 

Adllliniatration, for the purpoee indicated belowa 

AIIOIJIIT& $1010001000 

PURPOSE& Tor the purpose of providing relief 1 in accordance 
with the attached eohedule, for persona ill need 
either b)" direct expenditures or b)" assis ting local. 
public authorities or agencies ill •eting tbe coat 
of t'uruishing relief ill tbe to ... ot IIOiley 1 service 1 

•tariala, eJ!Jil/or c.....Utiee to provide the necea­
aities of llfe to neecl;r persona& Prorlded, that 
all expenditures hereunder ahall be subject to the 
nlea aDd regu.lationa forar)J' prescribed for the 
Federal. l!loergeDC7 Relief ~atration inaofar u 
euch rulee aDd regu.lationa -.;r be applicable . 

Sineere)J' ,.aure, 

The Honorable, 
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:for \btl porpoeo of pro'li41DC rollet tor peraou 1a .. .a 
o1tber liT cUreot apell41 \urea or liT uehUDC l ocal public -

tboritioa or qonclu 1D ••UDC tbe coat of tunlhh1DC rellot 1D 

tbe t om of .OD.07o Mr'lico, aatorlala, •11111/er -41Uu to pro­

'114o tbe nocou1Uu of llto to Ill~ peraone 1D tile tollowiDC 

atot .. a 

~! 
m:r& ewm mme 

Illlnoh ta,ooo,ooo 0.7. 365-~ 

111oh1CAJ1 .. 000, 000 o.P. 365-61-691 

Ohio •• ooo.ooo o.P. 36& t2 c; 1 

flO.OOO. 000 
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IIJ 'f'1.rw. or ~be author1t7 noW U. .. UDC!er tbe !lMr,...c,. 

Rellof .lpproprutioD Jet or 19)7, &ppro'Nd lWio 29, 1937 (SO !tat • 

.)'2) , U. 1a J'tiCIU8•tec! that ~he t'ollo,.tnc 1'\:J>de be traarerred rrc. 

the oppropri.at.iOil -.de in a&J.d .Act ... llllppl .. tnl.ed 1>7 U.. let 

op~ -.rob 2, 19)8 (Pub. Re1. SO) w \.be lorlto f'rogreoe 

.&dal.Jiie\ftUOil1 for tile purpoao 1ntltcated belOYt 

.liiOOITt tlO, 000, 000 

Plllli'OSit for the pu.rpooo of provi d i ng rollof , tn oecortaaee 
rltb tbe attachood scbe4ulo , t or perocna ln need 
oltber by direct txpenditureo or by ~•• t•tir~ loeol 
pubUc eutllorl tiee or ogene los in ... t.tnc thft coot 
or t'llrllUhiJtt; roller 1n tbe t ono ot -.ey, ••rrice, 
-wrl&U, oi.4/or eo--sitloo to prorl<!e \II& c&ceo,­
rl \1" or Ute to neeq pertonu Prorldod, 'i'bo.t 
all ospa41WJ'eo l>eNulldor obloll be ""bJoct. w tho 
ral. .. ADd rocul&tlOill r~rl1 prooar1bed rar t.ho 
F..Soral. ..... ,_.,. Relief Allainil tn \1011 inoOfar •• 
...- ral.oo ead rocul&tiono WI¥ bo appllcoblo. 

-, 
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... .. a 51 1 ~ pat?''• ..u.t ,_ MPblb'bll• 1a ...-... .,.,at ......... _._..2.-ls no-
-..& ...... I 'N Ia _..._ * ... ef Ia , ... ft1W Ia 

..... ~ ..... _,,., .......... ..., ___ lilt ..... ,.... 

...... Fill ? .... ~ IUIIt to....,... I Ia .. etlll 2 I 

.. 3111 

- == ~ 
D'' .. ..... ....... 
• .,as 4t000,- o~. II ... ... ~-,- o~. •• • ra - ••m• 
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llr ....,_ ~ u. au\bortv "''" 1.11 .. uMet: u. h a v 

..uat •eo •IPI'ia"- Aft o: 19)7, • i>'JiO- ~- 29, 19)7 Uo "''-

352), l\ u no;-w Ulat \be ro:..·.~~· be \nUt_.... r... 

\lie eppnprleU. _.. l.a Mid ht u lll~tAicl 117 u. .le\ 

eppa;e:A ..... 2, 19)8 (l'labo llelo SO) to \be 'forte'"-'* 

...._,, tao,ooo,ooo 
PUIIOCie hr \M purpeee or Pl'"i41nc nU..t , ill un Iran 

wl._. \M e\tMMd uks••le1 tor ~nca lR .-cl 
e1..a.r 117 tine\ -,-.11..,.. or b)' &Nlat.t.lc lMal 
P*llu •tkort\lu cno ..-ct .. 1a -u.nc U. _, 

or t'tln\utaiDC ...uer 11> ""' tone or_,., ""'-""'• 
•\ei'S.ele1 oaA/w a 'l\lua to~ \be­

el\leu or ur. to ....s:r per-.a Prortd¥4, ""' 
ell c :q: rrdiWu• ~r 1111111 toe rraiiJMt \1 U. 

Nl.M """' r.pl&\l- t.-rl.T pre•erlbed rae \be 
radll'lo1 .,. a ., a.uer Adee1aU-\la tuetar •• 
... ft1H .-J ~\lCIDII M'/ be appll.lao 

• ••••• .,. at .... ~· 
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.. ,_ ...... -·-· •'"'dao .. ,. --·~~· ........... 
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[J'nu<>-N o. 16-73n CoNo:aiC88] 
[B.R. 4eoel 
AN AC!r 

To proYide for ooo~tloD b1 the Federal Go¥erD.mt.nt. wttb ~ • "eral State. 
ond Tenltorioo .. d U.. Dut.rlot ol Columbia ID rellovlns tho hud&hfp aod 
wll'erf.na eaueed by unemptoymeal, and tor other I)U.rpOMI. 

B' it 'rutcled by the 861111.1' an4 OOtMe of Repr,.~l~u of th1 
United State1 of .tifMrica in OoniJr'" <Ut~ud, That tho Congress 
hereby declares that the prel!<lnt ooonomic depression baa created a 
serious emergtncy, due to widespread unemployment and increasing 
inadequacy o f State and local relid funds, resulting in tho existing 
or threatened deprivation of a eonsiderabl< number of families and 
indiTiduala of tbe necessities of life, and making it imperative that 
the F ederal Government cooperate more effecti<Oly with tho sevua.l 
States and Territories and tho District of Columbia in furnishing 
r<olief to thcir needy and distr<ssed pooplo. 

SEc. 2. (a) The R econstruct ion Finance Corporation ia outhorized 
and direct.OO to mnko e.vailnblo out o f the funds of tho Corporation 
not to oxeeed $l500.000,000, in addition to tho funds authorized under 
title I of tho Emergency Raliof and Construction Act of 1932, for 
expenditure under the provilliont o f this Act upon certification by 
the Federal Emergency R"liof Administrator pro'fided for in 
.....xion 8. 

(b) T he amount of note&, debentu...,., bonds, or other auch obliga­
tions which tho Reconstruction Finance Corporation io aulhoriUd 
&nd empowered under sootion 9 of the Reconstruction Finance Cor­
poration Act, ns amended 1 to lu~ve: outstanding at ony one time is 
mcre"""d b)l $600,000,000 : Pr<>vid-&

1 That no such additional notes, 
debentures, bonds, or other such obltgntious authorir.ed by this sub· 
sootion shall be i55ued except at such times and in such amounts u 
tho Preoident shall •{'prove. 

(c) After tho expl.Tiltion o f ten d&fS after tbo dato upon which 
the Federal Emergency Relief Admintstrator baa qualified and bu 
taken office, no application shall be approved by the Reconstruction 
F inance Corporation under the provtsions of tiUe l o f the Emer­
gency Relief and Construction Act of 1932, and tho Federal Emer· 
ll"ncy Relief Admirustrator shnll have aecess to all 61eo and records 
of tho &construction Finance Corporntion r<olating to the adminis· 
tration of funds under title I of such Act. At tho expi ration of such 
ten-day period, tho unexpended and unobligated balance o l the funds 
suthor~ted under title I of such Act shall be av&ilsble for the purposes 
of tbio Act. • 

SEO. 3. (a) There is hereby ereated a Federal Emergency Relief 
Administration, all the po11·en1 o f which shall be exerciaid by a Fed­
oral Emergency Ratief Administrator ( referred to in thill Act u tho 
"Administrator") to be &J2pointed by tho President., by Lnd with tho 
advice and consent of tho Senate. The Administrator sholl recmve a 
salary to be fixed by the Preeidont at not to exoeed $10,000, and neceo-
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• ..,. tranling and wboiaUnoo ~ within U.. Umltatl001 p .... 
~eribed b7 la• for ciYiliaa employees in the uecutive branch of th• 
Oovenunent. Tho Fodual Emergency Rolie1 AdmlniAratlon and 
the ollioo of Fodual Emergency Belie1 A.dminist,..tor thaU coaao 14 
uirt upon the expiration of two years after tho date of e.oaetment 
of thio Act, and the unoxpondod balanoo on such date of an1 f'unda 
madl.l available under the provisiona of this Act. ahall be diapoeecl 
of .., tho Congroea may by Jaw provide. 

(b) The Adminiat...tor may appoint and fix t.be com1~n .. lion 
of such ez:porte and their appointment may be made and compensation 
fi.xed without rog~ard to tho civil servico laws, or tho Clauiflcalion 
Act of 1923, u a.mended, and the Administrator mAy, in tho sa.mo 
manner, nppolnt and fix tho compensation of such other ofl'loOO.rt and 
employeu u art noctu.ry to earry out the prov"isiont ot this Act. 
but auch compenaation &hall not exceed in any c:aso the tum of $8,000, 
and may make oueh upenditureo (including expenditu,... for ptr· 
aonal terviCM and rent at the &eat Rf go'·ernme.nt. and else·where and 
for printing and binding), not to exCeed $360,000, aa are neceM&I'J 
to earr1 ou! the pro•mono of this Aot, to be po1d by the a-~~~~.n~e. 
tion F1nance Corporation out of funds made a1'ailable by this Ac:t 
upon _prtltDtation of Youc:hen approT"ed by the Adminiatrator or by 

=,-'•~o~omotr of the Adminiat.ratioo d~ted br him for that pur­
~1'be Adrnini$tntor may, under rules atld ~ulationa p..,.. 
oeribod by the Preoideot, assume oontrol of the odoilnistr&tion in 
any Stole or Stat. whero, in bio judgment., more deeth• end tllleient 
cooperatloo betwt<>n the Stele and Federal •uthoritioo may c.heroby 
be 110eured in carrying out the purpooes of this A.d. 

(c) In aeculing any of the prorisiono of this Act1 the Admini• 
trator and any peraon duly auth~rized or designated by him, may 
oondud any invostig,at.ion pertinent or material to tho furtherance 
of tho purpooeo of tb,. Aet and, at t.borequest of t.bo Pr01id.ntlohall 
mako such furthe-r inveitigfttiona and studiee u the Presldcn . mty 
deem ncce68tU"Y in dealing with problems of unemployme-nt rehaf. 

(d) Tho AdministrRtor shall print monthly, "-nd shAll 1ubmi~ to 
t ho PrMidant and to the Senate and the Bouse of &pre80-nt&t1v01 
(or to the Socrttary of tl>o &nate and the Cl~rk of tho Houeo ~f 
Reqre~CDtativea U th086 bodice are n.ot in eeM:lOD) 1 a report. of hit 
aeuvit.itt a.nd e~~nditu.tM u:nder this Aet. Such reportlaha.ll, wb6D 
IUbmitt.ed, be P._nnted as public doc:ument& . • 

Soc. 4. (a) Out of tho funds of U.. a-~euoo ~nan .. 9<>•· 
poration made available by t.his Aet, the A.~nt.or • authonz.ed 
to moko granto 14 tho .. verol States to &Jd u> m"ting tbe '".*' of 
fu.rniahing ffiief and work ~lief and in relieving tho nar<lalup ~nd 

\ 

oul!ering c:auood by unemployment in tho fonn of '!'~ner, Of!"OO. 
materiall, and/ or oommoditieo to proTide tbo _.uoo of li!r, ~ 
ptl'80nt in need u a re~Ult. of the praent ~1, and/o-r to eir 
ae~dtnto, wbetbtr rooident, tn.ositnt., or hoiDA'l-

(b) Of tho amounbl made anihble by Lhil Ac:L n?t 14 uoeod 
ti.\0 000 000 ohall be granttd to the sevual Sto..., applymg tberofor, 
in the following manner: Each Sta~ shill be J::''~od lob~~ 
,.anto equal 14 ono third of t.be amount expeo . Y sue f 
!Deluding tho civil oubdirioiono thereo!, oul;_?..'~~ubh(e )m:~•g11 ';: all aouroN for the purpoiN aet forth 1D 1\l"""""won • 

• 
• 

-~ • 
tioo; and ouch ~to ahaU bo modo quarterly ~with tbo 
aoooncl ~ 111 U.. oalmdar year le33, and ~aU be m&do d..U., 
any quatter upon tbo buio or such upenditu,... oortlliod br tho 
Stat. to ha .. boon made during the p.-!iug quarter. 

(c) Tho b>llan!'" of U.. am~~bl made availa~le by this Ad, u"'pt 
the amount required for admanlltl"atave upe.odJtures under RC.tion 8 
&hall be uted for gr~.ntt t.o be made whenevtr from an applicatio~ 
presented b,v a Stato• c.ht Adminilltntor finds that the combined 
moneys wluch can be mAde available wilhin Lhe State from aU 
sout'Cali, &!fppleme.nted by any moneys.. available under eubte.c:tioo 
(b) of th1s scetion, will tall below d1c e&tim.ated needs within t ho 
State f·or the. pur))OI(!f ~ilied in aubsectioo (a) · of this eection: 
Pr()tJidtd, That. the Admini1trator may ce.rti(-y out o( the (undJ 
made available by Utia aubaection addiliouaJ granf4 to StatM appl;r· 
ing therefor to aid need~ peNOns wbo have no legal ttUienumt 111 

.a.oy ooe State or commwuty, and to a.id in asaistin,~t COo.>perative. and 
aeff.be.Jp &IIIOciatioDI for the barter of 20045 and ae"i('CIL 

(d) A.ftu Octobt.r 1, 1933, notwi~ilding tbt proTi~iont of 
subsection (b), the u.ntxpt.nlled belance of the amount• anilable 
for the pu~ of sulMectioo (b) ma'l, io the distretion of che 
A.dmioi.tntor aod with tho approval o the p,.,.;deJit, bo ••••lobi< 
for ~u u.a.dtr aublectioo (c). 

(e) .'fbe deeiaion of the Ad.miniitrator u to the purpo~e of anJ 
ex~diturolhall bo final. 

f) The I.JJ)O\lftl. anil•b'e to any one State under 5Ubwoctions (b) 
an (c) of thd ..Woo &baU not ezoeed 1$ ptr centum o( the c.ot&J 
amount made available bl tuch aubsect.icms. 

Sx.c. $. ~y Stau de~uing to obtain funds under thU Aec. ahaU 
through ita Go,·emor ma.ke appliea.tion thtrefor (I"'m time to tin-" ~ 
the ACltniniltntor. Elch aJ>j)lieation so made shall pm;ent in the 
manner taqUNled by the Adminillrat.or in(orm.at.ion ,.Ju)wing ( 1) 
the "-mountM neoeMftr)_' to meet relic( noefl.s in tlH~ State durin~ tlto 
period CO''e.~ by Jueh npp.Jic~cion and the. amou~r:a M'ailu.b,tc.~. ~ 1'\IIU 
public or priVAte ~rouroaA Wlthm the State, 1ts poht1co.l subd1vuuoru., 
and private agenciea, to moot. the relief !l~ o.f tJ.•e Stat~. (2) t!}O 
provl.8ion maJe t.o M8Urt adi.YJU"I6 adnuru.st.ratl\'6 .1!<-upcnuucm, (3) 
the provision rnade lor auitable atandar~ of rehe(, 11.ud (4) lht 
pu!'J>O'Stllll for which the fundi reque6ted will be used. 

Sa:c. 6. The Adminiitrator upon lppro1'il'lJ; ll grant to any Stat~ 
sh&lJ 50 ce.rtify to the Reconstruction Finance Corporation whkb 
shall, ucepl. upon re•oe:ation or • ~rtifkat.e ~y the Athninis&ratur. 
make papntnta without dtii.J, to !he State .m SlKb amounU and 
at sueb umes u m•J be p..-e.nbtd an tbt eeruficate. The Go,..emor 
of each State l"ttl''ttf'ing ~nta under this A~ shall ~le Uklnthly 
with th• Aci.Mi.niJtretor, and in the form requind by hun, • rtpoR 
of tbe dilbunt:meou mAde undt:r tuch g~nts. . 

SEJC. 7. AA uted in the fo~3-oin_g pro•111ons o! thts Act, the It~ 
• State" thall includo tho DLOtnet of Colwnb1a, Alulc!J Jlawau~ 
the Virgj.n wan~and Puerco Rico; an~ ~ tvmCo"lvo•b~rnor 

· mmiMionut o( Lbe D&Jtnet o( um 11.. ahall mclud~ the .• _.. tb • F .. _ .. eral £mer,,.....,.. JteUef S!>C. 8. Th>1 Ac:L mar bo 01~ as • ou .,~, 
Act of 1933." 

Appro•od May li" 1938 

....... 
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llaT 12, 19}6. 

IG¥>BANDUll l'OR lm. BELL: 

UDder Section 32 of the A A A 
for the fiscal year 1936 • .•••• :. : . • Act, there Ia aTailable 

• 0 • •• •• 0 •• 0 •• • •••• •• •••• 0 • $125,097 . 214 

Reserved for cotton subsiA•· $<5 000 
....., • • 0 0 ••• 0 ' .ooo 

Appropriated for 19}6 A.A.A. 
program. • • ..•. . .• • .. • .. • . .. • • . . . 17 • 021 ,448 

Allot ted to Secretary of Agri­
culture for export ation and 
d1Ter s1on of surplua a&rlcul-
tural com.odities ••••••••••••••• 12 ~ 000 . """' 

Allot t ed to Secretary of Agrl­
cul ture for purchase and dle­
t r lbution, for rel1e4 of agri-
cultural surplus commoditieo . .. 30, 000, 000 

To tal ................... .. .... . ...... 124 , 521, 448 

Balance unallotted. ... ............... 575,766 

I am advised that, If outhorl:ed, the Agricultural SUrplus Com­
modi t ies Corporation can cake use or between $8, 000, 000 and S9, 000, 000 
for the purchase of surplus rood co=coditiea and ship such co=modltieo 
to points of critical need. In addition, it Ia estimated, r oU&blT, 
that $10, 000, 000 of the $17,021, 448 appropriated for the A.A. A., aa 
atated above, will not be required for that purpose and could be 
utilized for the purchase of aurpl ua e&rlcultural c~odities !or ohlp­
rent to points of cr itical need. 

The Agricultural lbrplus Coa:~oditleo Corporation h restricted 
by low with r espect to the aurplua coooodities which it can purchase 
an<). die tribute for relief, l,e, , they can only purchase coDOiodltleo 
in which there is a surplus that is caualng pr ice depressions below 

parity, 

Tho Corporat ion io now shipp ing to Olovsland, Detroit, Toledo, 
and other critical points In tho last, aurplua c~dltlea of rice, 
dried beans , Irish potatoes, cabba&eo, dried applea and some freob 
apples. lhrpluaes of prunes are now being shipped f roo the Weat 
and will be availabl e for dlat ribut lon In the laat within a few daya. 
'ftlere will probably aleo be available In a few clnya In the zut sur­
pluaea of gape fruit, orangee , &Jid poulbly oome dried oldomed milk. 

In ad41 t1on ~o the above, the Pruldent can aloo release the 
$515,766 be.lance of section 32 fundi 1n reoerve. 
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It ahould be uncleratood that MilT ot the coaoclitiea which 
the Agricultural SUrplua Oomaoditiea Corporation can auppl7 
are ot a perhb&ble nature and unleaa arrqemen ta can be made 
tor cold atorage, the ahipmento to ~ point would be 801Wrne4 
by the rate ot conauaption. 

I am &4v1aed that there 1a no wheat ourplua • hich can be 
purcb&ae4 at thia t 1me. 

. 
- r ., 
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Funda Available for Direct Relief 

llay 13, 19.38 

.:::Ge::::n::.:e:.:r.::al:....:Re=•::e:o.rT.:;e,._ __________ l55 ,453!1 

Illlllediately available 
Available in 24 hours 

If necessary, the reuillder, with coopera­
tion of Works Progress Adainiatration, 
could be ude available by May 18, 1938 

$.34,14711 
lQ, Ollll $.44,18Sit 

ll. 265JI 

$55 ,453~ 

On February 21, 19)8 llr. llcFarland of the General Accounting 
Office phoned that he bad taken the matter of the use of the appro­
priation for direct relief, other t han through the Farm Security 
Administr ation, up with Judge Elliott , Acting Comptroller General, 
and Judge Elliott said if it became necessary to aake en allocation 
for direct relief to the Works Progress Adainiatration he would not 
obJect to countersi gning the warrant. 
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HARAV L. HOP'KINa 
AOMINtft'lllATOIIt 

WORKS PROGRESS ADMINISTRATION 
WALK~....aN MIU .. .OtHG 

17U NCW YOIItK AWNU• NW. 
WASHINGTON, D. C. 

...,. 13, 19.38 

The Honorable 
The Secretary of the TraasUX7' 

liy" dear llr. Secretary: 

I aa attach1ng the ma.orandwo ,.ou requested 
yesterdAI7 attemoon on the relief situation in Cl811'aland, 
Detroit, foledo, Flint and Chicago. 

There ia one item of interest not coYered b7 
the aemorand\111. In the Ci t;r of Clenland, tbe:re waa set 
up a speciel t'llnd of $200, 000 to be used for u. terials 
and superrlai on of liP A proj acta . In the •ergeoc;r of the 
last few weeks, tbe;r have twice drawn upon this t'llnd for 
direct relief; 1101t17 to uneaplo:rablea, inanuch as we were 
taking on 81 quickly 81 possible all employable persona 
who bed been cert1f1ecl. The last allotaent from tbese 
tunda to the local welfare agencies of $70, 000 was ll&de 
Wednesday, I bel1811'e. !his 8\111 aight heve been the ..,.,unt 
;rou referred to when ,.ou asked 1t we bad u de a grant for 
direct relief in Clevaland. 

I boj)e the me110rand'lll:l will gin ;rou the 1nforca­
t1on ;rou wanted. 

Sincerel;r ;roura, 

~2-~ ::zgtoo Qlll 

Assistant Adainistrator 

470 

Regraded Uclassified



WORKS PROGRESS ADMINISTRATION 
W~IC)H IIUIL.DlHQ 

InA HCW YORK AV'KNUC HW. 
WA&HI NGTON , 0 . C:. 

filii llonorable 
filii ~ or u. fr•lnlr7 

lb' deu' Mr. S.cret&J7a 

I u aUacMn1 U. ~ ;rou ~ 
7"'-'dq aner- Oil tba reliet aituatJ.OD .lu CJ....and, 
Jlo~VoU, Toledo, I'Unt and Chicaao. 

!bare i.e ODa u .. or iDtereat not. COftl'ed l!7 
the • ,.,_, In u. Ci t7 or Clenlad, u.r. ... Mt 
... •pwhl tlad or $200,000 to be IIMd tor utcriab 
u4 a..,.naia of •• proJect.. 1D U. _,_CT or the 
~ tw ....U, U.7 ban t-.l.ca dra .. \lpOD thia t'lmd tor 
d1net relietJ -~ to 'Cme.plOTRbl .. ~ aa ,. _.. 
tall:iq • •• quictl.7 u poaaibla all •plo;,able Pill'­
... W "-- Cllrli.t1ed. The laat allot..t ~ u. .. 
,._..to U. 1e.1 wltara q:ce1M of f?O,OOO wu ll&de 
hdD t ~. I 'llell-. Thl.a - lli&llt llue been t.11a ~uat 
,_ ret~ to DID J'ft uUd 1t wa bad u de a crant tor 
41nat nllet 1a Cl~ 

I bDpe u. ~ w1ll P " JOU t.lla .t.utame­u..,.. _..._ 

SiDcerelT .,_., 

Corr.t.up. QUl 
~•i•t.At 4d•lpta~tar 
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IJI JIIOR .l iDU IJI ----------
StlBJBC!a Tu a.uet Si t uation in Clewla:Ad , Detroit, Toledo, 

Fl1Dt IUid. o~oaco. 

!U ett eote ot tM reoent deolinee in iDduetrial aot1T11;J' 
b&w been p&rtioularl;r eewre in tbe o1t1ee ot Clewla:Ad, Detroit , 
Toledo &Dd Flint whioh are b&aYil;r depeDdent upon the eteel, auto­
aobile &Dd related iDduatriea. Chioago ll.Dwiee hu been 01rioue :J.y 
~teoted by the depreeaed colld1t1olll in the area . 

To meet thio 11 tuation liP.l employment baa been steadil;r 
and rapidly expa:Aded in thoae citiea, Between October 16, 1937 IUid. 
L!o,y 7 , 1936, while WPJ. employment inoreued 79 percent tor the c- ­
try as a whole , the increaaea 1n theae 5 ci tie a ftre llllch greater 
u shown below, 

Week bdtiii WP.l~l~ p;roent Cit)' AI ti8Ut.& 
October 16 llo,y 7 lncreaa• 

Flint 1,370 9,1eo 571 
Detroit 12,596 67, 252 434 
Olevelalld 21,601 04,601 197 
Toledo 6,403 16,6}0 194 
Chicago 50,036 105,292 110 

w Data oowre the county in which the city is located 
exoept for Chicago. 

There b&w been no arbitrary quota rl0tr1ct1ona on WPJ. 
employment 1n thea• c1t1ea . 111 other worda , the liPA 1>6.1 been 
accepting all eaployable persons 1n need ref erred by the looal ro­
liet agenc1e e • 

Reports tor the ftek ending llo,y 7 indicate thet the total 
nllllber ot employable peraona oert1t1ed aa 1n need of relief who were 
awaiting &a lignment to WPA projects in eaoh city were aa tollowe. 
Theee per sona are being asaigned aa rapidly u poa1ible • 

Toledo 
Flint 
Chicago 
Clewla:Ad 
Detro iii 

1,000 
3,000 
4,260 
&,9b0 AI 

l2,h00 
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for the 
!he number of local relief caaea in each of theee citiea 

week endinc 4pr11 30, 1938 was r eported a o f ollowa: 

.illz AI HJ.\m~tt g' Q&l!l 

Chicaco 104, 745 1.1 
Detroit 44 , 656 
Clneland 26, 940 
l"lint 11,089 
Toledo 8 ,710 

jJ Data a r e for count y in which 
t he city is located. 

lf J'igure covera Mtire 1110nth of 
April. 

473 

The we~kl;y ~ rend in t he local r elief r olla in each of theoe 
cit1eo durin;: t he paat few 1110nths 1s ohown in the attached table. It 
abould be noted t hat the l ocal relief f igur ea f or each week include 
persona tranoferred from local relief t o IP4 during the period. Thio 
tenda to i nfla t e t he local relief f igurea and i a an iMpOrtant f actor 
during periode in which a large voluao of tranofero i e t aking place. 

Aa otated previously , eligible employable peroono on tho local 
relief rol l a are accept ed for WP4 emplo~ent uyon referral by the local 
rel ief agenciea in t heae cit iee. Conoequently , tho local relief problem 
io priaari\y that of providing for uneaployablea. 

In ouch •idweotern citieo ae Chicaco, Cleveland, Det r oit, 
Toledo and J'lint , bot h St ate and local t'Unda are being uoed to c.,.t 
rel ief costa . The !Undo now availabl e are inadequate to aeet tbe need 
in theoe citieo which have been caught between decl ln1ng tax incoae 
and advancing relief and welfare costa , yet it oeema fairly ev ident 
t hat the City and Stat e covernments toget her have suffici ent financial 
resources t o carr y d irect relief costa eat isfnct orily in t be event 
that a WP4 program of broad acope 1e continued. 

Additi onal relief appropriation• are essential in each of 
t he t hree atatea. Local revenues , being derhed pri...ri l;y fro• real 
eatate taxeo CAnnot be incr eased ae quickly or extena i n l;r u State 
reYenuea which tap d1 Yera1f1ed aourcea. Ohio aDd Illinoia c1t1eo, 
howner. will be abh to do a creat deal ll()re to help t heiiSel n a 1t 
t heir Sta t e Lecialaturea 11ft the at ringant liaitationa under which 
local governcenta are required to operate. Detroit , despite t he 
faet that i t a outatanding debt ia in e~c••• or the legal 111dt , baa 
worked out a pl.an under which the pr ocaeda ot a oiseable bond 1aoue 
will be available for r elief purposes 1M tdi a tel;y after the el oae of 
the curr ent tiacal year ne xt June 30th. 
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In theoe oirowutanceo, earl)" opeoial ouo1one ot the Ohio, 
Ill1no11 IUld Ll.ichipn lechl&turee are t he kq to the direct relief 
o1tuat1on. 

Gonrnor lllr~ baa indicated h1o williJICilell to call a 
opeoial 18uion of the Llchl&ture, but thuo tar hal not done M 
bee1111oe t he State O&D oped N>ead on ito biennial appropriation and 
aloo perbapl to force t h e Cit7 of Detroit t o tap all local eourcee 
b efore additional State t11114e are ll&.de aYa1lable, 

Go•ernor Da•q alread7 hal called a 101et1n« of the Ohio 
Lecielature tor next Wond&J , W&1 16th. 

Go•ernor Horner of Illinoio ae y et has taken no action. 

-~--~--~C~lfeT;;•fl~an~d. ~o eooner had a opecial tax tor relief purpooee 
b , _ e *liH' nd earl7 in March than it became eTident that additional 
leYieo would be required to meet eoail!f; relief u edo. !he Cit7 11 
handicapp ed in adding to ito tax r a te b7 the requ1re..ent that new 
le•i e a muot be appro•lcl b7 a 65 per c ent ! a • orahle TOte. Ontotanclinc 
debt excled.o t h e legal l1ait . 'fith a new t o e:r;penci!D« local reTenuu 
ava ilable tor relief purpooeo, Cleveland , Toledo and other Ohio citioo 
wil l oubait the following propooals to t be Leciolature next weeki 

1. Subot1tut1on of a aimple maJorit7 •ote instead of 
the 65 per c ent requirement tor approval of opecial 
tax lec1olat1on tor reli ef purpoaea. 

2 . SUbat1tut1on of a eilople -.Jor1t7 tor the 65 per cent 
requireaeot tor appro•al o! bond 111uea for the local 
ebs.re of IP~ or other f ederal work proJect cosh, and 
to exept auch boDcle !roa l ocal debt l1a1tat tone. 

3. .mthorit:r !or c1t1eo to i apote !or relief purpo••• 
&D7 tax cban4:e the Lecillature hae t he power to enact. 

ChiQM'9• Ohiceco a lread7 hae apent ! or relief a oua e qual 
t o ita entire :rear'• appropriation !or that purpo• • • Tbe C1t:r1

• co~ 
t r1but1on t oward relief coah 11 fixed b;y a opecial tax leTT• Inae.,cb 
aa t h e anticipatlcl proceed• of thia tax lny t or the current 7ear 
already haTe b een apeDt , or nearlT ao, the C1t7 11 in t he difficult 
petition of beinc unable t o diYert additional tuDela to relief =til 
auch tt• aa the State enacta peraietin le,-11lat1on. 

DetroU. Detroit alread7 baa u hauotlcl ita relief appro­
priation tor the t 1ocal year endin& next June 30th, and 1t !inancinc 
ito ahara of direct relief coste through tax anticipation borrowin&• 
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!be Ci\J' bopea to pt 'D)' uatll JUne 30th with thla 'borrow!.~~& u4 lta.h 
&14. 1D the •uU•, a.lthn&h the 01\J' h .,._. lh 4a'bt 11111\ tor 
ta.z.oaupporh4 'boa.4a, 1\ 1a plaDJI1DC .to h..,• all or part of u .. tborhe& ia..,• ot r.,. .. u 'boD4a a.cuut the Dew •--c• 41apoaa.l plaat, pla.ca the 
proeee&a 1a the aawer tlul4 a4 at the eD4 of tbe tiaeal J'e&r appropriate 
thh IIIIOUDt u .upbaa h the Ca.Deral &eCOQJit 1D ebicb 1t 11'1.1.1 'be 
a.Y&ilable tor relief parpoaM. 

Regraded Uclassified
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. Increase 1n IIPJ. Employment 1n Selected Cities 
between October 16, 19!7 and ll&;r 7 , 19S8 

"IPJ. EaploJIIent 
Week Elldl ng lfa.y 7 , 19!7 

Percent IncnJaSe 
City AI 

liPA Employ­
ment Week 
Ending 
October 16, 
19:57 

Number Over 
October 16, 
19157 

CO!ll'I IiE!i'TAL UNITED Sl' ATES 1 , 454 ,645 2,606,198 79.2 

Cl en1and 21,801 
New York City ~ 141,1520 
Chicago!!/ so.~ 
Detroit 12,598 
Los Angeles 26,9l54 
St. Louis 14,998 
Baltimore~ 4, 917 
Boston~ 16,550 
Milwaukee 12, 491 
lali nneapolla 8, 1597 
Toledo 6, 40S 
Plint 1,570 

Datu appl:r to entire count:r unless otherwise indi ca ted. 
Duta app1;r to cit:r onl;r 

64,801 197.2 
160 ,677 115.7 
105, 292 l10.4 

67,252 4Sl5 . 8 
:50, 981 15.0 
151,314 108 .8 
6,075 2l5 .6 

22,554 56.8 
24 ,056 92.6 
15, 3:50 82. 6 
18,8l56 194. 2 

9,186 570 .5 

ll&;r ll, 19S8 
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IIPA llllplo,aet in P'in Cities tor Sel.ected lfee!ca 

October 1937 - -., 1938. 

lfeek: Ci~I !2 
l!ndi!!l Chicago Cleveland Detroit Toledo l"lint 

Oct. 30,1937 50,047 21,919 1.~.467 6,057 1,2~ 

Nov. 27,1937 49,317 21.,639 12,8?9 6,576 1,298 

Jan. 8, 1938 60,5<;!8 ~5,346 15, 754 7,568 1,688 

Jan. 29,1938 68,21.5 28,383 18,698 10,199 '§/ 3,339 1!/ 

Feb. 26,1938 80,192 41,638 32,838 10,~ 4,534 

IAar. 26,1938 95,301 53,145 50,385 15,~'72 5,747 

r.la,y 7. 1938 105,292 64,801 67,252 18,836 9,186 

!J Figures are for entire county in 'llhich oity is located, except 

Chicago. 

~ lfeak: ending Febru&r.r 19, 1938. 

- 12, 1938. 
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~ -:. <:.44R..... '3 .... ..,..... 

NtlmiR OF OASIS RI!&Jrr9INC Cl!NII!IAL R!LID' 47S 
Reported by IPA State Stat1et1c1ane 

(Partially Battmate4) 
Cle'reland Toledo Detroit l'l1Dt Cbicago 

'011: DDIIO (CIJ3Uos- (Lucea (Wa;rne (ce..-... (Coole 
Countz) Countz) CoUDty) County) COUIItY)A,/ 

.ill! 
Oct ober 9 20,000 3, 200 16,U8 1 , 491 89 ,991 
Nov•bar 6 2l , l500 3,600 16,778 1 , 457 90,461 
December l l 23,000 4,160 17,979 1 , 660 
December 18 ~ 
December 25 25 ,393 6,300 23,418 1,984 98,990 

1938 

J&IIU&1'7 l 26,529 6,600 25, 466 2,134 
Ja11Ual7 8 28,600 7,791 22, 670 1,939 
J&lluary 15 27.700 10 ,059 23,614 2,400 

JaDUU7 22 26 , 656 11,551 25, 579 5,147 

J &IIU&1'7 29 27,684 12,621 30,792 6 ,725 107,260 
ftbruary 5 28,538 13, 296 34,579 7 ,888 

ftbruary 12 29,5:52 12,099 38,55:5 8,363 
February 19 32,422 13, 310 42,509 8 ,037 
ftbruary 26 32,648 14, 540 U,459 8 ,844 104, 570 

March 5 29 , 796 13,116 40 ,766 9,365 

Karch 12 28, 442 12,?28 37, 877 9, 772 

Kerch 19 29,438 12,886 38,684 9,791 

Kerch 26 29 ,146 12, 487 39,666 9,787 105,869 

APril 2 29,197 11, 201 40,800 10,361 

April 9 28,834 8 , 962 42,004 11,408 

APr il 16 26,366 8,786 42,593 11,728 

APril 23 26,944 8,384 43,810 12,025 

April 30 26 , 940 8 ,710 44,636 11,089 104,745 

y Wonthl7 data recei'red rram the social Sec uri t7 Board 
y No data reported. 

D1v1s10D ot Ruearcb, 
statistics & Record• 

t•ey 12. 1938 

Regraded Uclassified



11&7 1:1, 19:18 

Dr. Olsen telephoned t he f ollowing: 

FLINT I L!ICI1 . 

Yersons on rel1et ~/13/38 

Cost of di rect relief in April . .. .. ... ... 
CHICAUO 

L!arcn 

~am111es or groups of persons 
11v1ng together 

I ndividuals in those groups 

Di rect relief money for March 

April 

Families or groups of per sons 
living t ogether 

I . dividuals in those groups 

Direct relief money for April 

*** ** * 

7 ,900 

f319,581. 

96 , 520 

262 , 010 

$2,775,409 

96 ,150 

260,170 

Not available 

(Dr. Olsen has complete breakdown of the !.larch expendi-
tures for direot reli ef, for Chicago, by purpose 
food , rent , etc . , if Secretary want s it . ) 

DETroiT 

Families or groupe o f persons 
11 v1ng togethe r 

Direct oaah payments for A ril 

47 , 330 

$1,474,000 

479 
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lla1 1~. 1918 

Dr. Olsen telephoned the following: 

TOLEDO 

For week ending !lay 11. 

Persons on relief 

Families or groups 

For week ending llay 7 

k~ount o! money spent 
(does not include ad­
ministrative cost) 

Last halt ot Apr1l 

Admi nistrati ve cost 

15 , 603 

3 ,833 

333 ,751 

~12,914 

480 
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EG 

SEcrEtary of StatE, 

rloshl.fl8ton. 

.. 

757, il~y 13 , 5 p. m. 

FRC'E COC:!RAN . 

GRAY 

Pa.r18 

Do. tEd lf.o.y 131 1938 

Reo ' d 4:10 p. m. 

FrEnch fror-c opEnEd at 177. 70 to thE pound. Contr ol 

apparEntly obta inEd no stErl~ durins forenoon . WhEn 2 

48: 

or 300~000 pounds oamE in during BoursE control movEd ~atE: 

to 177. 68. No bonk SEEmEd to ~AVE a dollar buying order_ 

from thE control. Control thus continuEs to acquirE somE: 

for £1gn c~ch:Ull)E whilE slightly strEngthEning franc rotc 

but r hythm of intakE slowEd up 11ith speculativE covEring 

EVidEntly diminishing and gEnuinE: rEpatriation of rEfUgEE 

funds bEginning only modEratEly. REntEs lowEr. Official 

announcEmEnt EXpECtEd tomorrow to givE tErms of nEw nn~ion­

al dEfEn.sE loan: far 5, ooo,ooo,ooo francs , books to bE 

OpEn short !.)Eriod, 1ntErE:;t 5%, i :JSUE priCE 98, rE1mburS~bl£ 

within 50 ytars , drawings at 120, and holdErs or GovErnmEnt 

may dEmand r EpaymEnt a t par aftEr firs t thrEE yEnrs . 

[~lE btl3a improvEd yEstErday a ftEr stEpS taken by 

cEntral bank and votE of confidEnce for GovE~nmEnt , trEnd 

rEVErSEd 

Regraded Uclassified



- 2- ,;'757, l ~y 13, 5 p . m. 1'rom Paris 

rEversEd '.;oday on report tlult Jansson Ministry would re­

sign thia l':v:o:aing . 

482 

IntErnational sptculatoro oelling hElga nnd buying 

Indo-ChinE::JE piaatrE . LettEr unit wa3 dEprEciated along 

nith Fr=nch Zrnnc . Operators believe i t io to bE re­

va lued upna~d for tno reaoono: (one) t hat its 3l lvcr con­

tent =!c£3 it north more then reGUla r r::. t E of 10. French 

franco to till: pi::.otrE :::nd ( t•1o) 13ri ti:Jh ::.re o.llEged during 

Da l c.dier viait to London to h.~ve opposed ::. dEprEciation in 

the piaatrc aiLtil::.r t o that mvioaged 1'ar thE franc and 

French arE oo.id to havE o1'fEred to atudy the proper lEvel 

for ':he piaatrE aftEr t ::.king the oontempl c.ttd w-gmt aoti~ 

on t hEir 0\7n currtncy. Thio io markEt gossip nhich I have 

not oor.firi:tEd. 

BULLITT 

Sl!S :CSB 

J 1 1 J l .1 

~' ..... 

Regraded Uclassified
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