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BM.Jr : Hello . 

Operator: Dr . Bursess . 

RW"r : Hello. 

R. Bure;ess : Hello , Henr y. 

HMJr : How ~re you? 

B: Fine. 

Tuesday 
14s.y 24, 19.38 
10: 18 a . m. 

Go ahead . 

HI!Jr : Randolph, what are you t hinkine; about these days 
on our next i ssue; have you given it a l ittle 
t hought? 

B: Have you got ~ letter yet? 

H~!Jr : No . 

B: I wrote you l a st night - a memorandum on it. 

R~!Jr : Oh. 

2 

B: I ' ve been thinking about it a l ot of course - working 
on it . 

BI.!Jr : I see. 

B: 

RMJ'r : 

B: 

Hl.IJr : 

B: 

Blo!Jr: 

B: 

BMJ'r : 

Ah - well, I spelled it all out there. 

Yeah. I see . Well then I 111 wai t until I get it . 

All right . Then if you have some questions why you 
can gi ve me a ring, or ••• 

Yeah. What does i t boil dovm t o - wha t - •••• ? 

Well, I think the problem, Henry, i s the long time 
pr oblem of keeping t his market orderly •• • 

Yeah • 

• • • end making sure we don ' t run into a jam next 
Spring . 

Yeah. 
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B: 

BMJr: 

B: 

BliJr: 

B: 

BliJr: 

B: 

lll!Jr: 

B: 

RMJr: 

B: 

Hl!Jr: 

B: 

RI!Jr : 

B: 

BloiJr I 

B: 

B: 

- 2 -

And 1Jf11 bunch i s the way to do i t i s to - to budget 
the whole t hing, •• 

Yeah. 

• •• end then to take your cash each quarter day ••• 

Yeah. 

•• • end spread out the cash over the quarter days 
rather evenly. 

Yeah. 

Otherwise I think you ' l l get some ups and downs 
and you'll starve t he market at one time and stu!! 
1t at another. 

Well , you - you don ' t recommend 
cash in June do you? 

I think I would, yes, 

For heaven sakes. 

taking additional 

Now I don 1 t know how much cash you need, but it • s 
an awful good time to do it. 

Welli we - I know - we can •t use i t. 113 balance 
stil i s over two billion. 

Ah - yes. Your balance for Reserve Banks of course 
is only a billion three - it'll be down under a 
billion by that time, won•t it? 

. 
No, but Dfl/ working balance is over two billion. 

Yeah, Yeah. 

11¥ working balance. 

Yeah, Well, from the long-term point of view - ah -
from the economics of it I think the - ah - the market 
needs more bonds now and you'll save trouble l ater on 
1! you t ake some cash now. 

Yeah. 

Bow I r ealize that there ' s a political problem there. 

3 
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HW'r: 

B: 

HMJr: 

B: 

BIIJr : 

B: 

HMJr: 

B: 

HMJr: 

B: 

HW'r: 
, 

B: 

EUI.Tr: 

B: 

HMJr: 

B: 

Blo!Jr : 

B: 

BI&Jr: 

B: 

HMJr : 

) : 

- 3 -

Wel l. 

But I'm talking about the economics of i t . {Laughs) 

Yeah. Well, do you want to lmow what I'm thinking 
about? 

Yes, very much, Benry . 

\7ell , ah - I' m thinking - whatever we offer to do 
we make the same offer tor September. 

Yeah. 

See? 

Y~ah . 

That ' s number one. 
if 

Well,/you don ' t take cash, you certainly ought to do 
that , 

What ' s that? 

If you don ' t rai se any new cash you certainly ought 
to do that . 

Yeah. Then that would leave September open ••• 

Yeah. 

... to take a good tidy sum of cash. 

Yeah. 

Now, - then, I ' m sort of leaning towards giving these 
fellows an offer - a choi ce between a bond and a f i ve 
year note . 

Yeah. 

See? 

Yeah. 

I mean, that ' s t he way - not make it all a bond. 

Yeah. 
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RMJr : 

B: 

Rr.IJr: 

B: 

Rr.!Jr : 

B: 

HW'r: 

B: 

BWr: 

B: 

Ht.lJr: 

B: 

IDIJR: 

8 : 

fUIJr: 

B: 

B: 

RUJr: 

B: 

E!JIJr : 

- 4-

Hello. 

One- nh- one alternat ive there, Henry • •• 

Yes. 

Dlstead of giving an option into a note would 
be to gi ve them an option into 1110re of those 
forty - eights, that you put out in Karch . 

Forty-eights? 

Yeah. 

Oh yeah. 

Ten year bonds . 

Yeah. 

To put out a 51 or 2 at 2t per cent plus an option 
to take some of the - ah - that f orty-eight at 
a premiua. 

Yeah. 

It they don ' t want · t~ step out t hat long, you see. 

Uh hub. Well , I' m t hinking of something a l i ttle 
bit different and I want to shoot this at you. 

Yes . Go ahead . 

I mean, ah - I won't argue for a minute whether it ' s 
a 5 year or a 10 year, see? 

Yes, I see . 

But I was thinking of the possibilities of a 2 and 
J/ 4 f ifteen twenty- f ive . 

Yes . 

And get something t o the insurance companies and not 
t he banks . 

Yeah. Well, I t hink that has agood deal of merit. 

5 

Regraded Uclassified



B: 

HMJr: 

B: 

HIIJr I 

B: 

R!JJr : 

B: 

IU!Jr : 

B: 

Hlo!Jr : 

B: 

HIIJr : 

)3 : 

HMJr : 

B: 

- 5 -

Yeah. 

Now a 2 3/4 fifteen twenty-five would go defini tely 
to the insurance companies - I mean i f it didn ' t 
go i t I wouldn ' t want to offer it. You see? 

That ' s r:labt. 

And t hen - ah - I mean - then to balance t hat, I 
mean so they wouldn't say I 1 m paying too mch 
interest I wa s thinking well , - ah - a five year 
they tell· me - 1 and 1/Sth or something like that. 

That's right. Yes. 

So - ah - o.nd t hat would give t ile-banks s omething ••• 
i1 

Yeah. 

And 1t would be something wh i ch, in case things got 
worse - the bond marke t , well, it wouldn't be apt 
t o go dovm very mch. 

That ' s right . Yes . 

And t hen, if the banks wer e smart t hey wouldn' t t ake 
t h is 2 3/ 4 f ifteen t wenty-f ive . 

They' d t ake the other. 

They' d tak e t he other . 

Yeah . 

And then we wouldn ' t be put out something which msybe 
6 months or 9 months or a year from now would look 
awful sick. 

Yeah. Yeah, 

RWJr : See? 

B: Well, that's right. 

BIIJr : And t hen the average coupon on that we ' ll say -
with a 5 year now would be 1 and 1/Sth, wouldn't it? 

B: That ' s r:laht . Yes . 

6 

, 
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HMJr: 

B: 

RloiJr : 

B: 

Hl1Jr: 

B: 

BloiJr: 

B: 

dMJr : 

8: 

BIAJr : 

8 : 

BW'r: 

B: 

EI~1Jr : 

B: 

fWJr : 

B: 

lm.Tr: 

- 6 -

That and a 2 3/4 woul d give us some awful cheap 
money. 

Yeah. That 1 s right . 

And it would get us away from - ah - oh, doing the 
usual t h ing, say a 2i or a t welve fifteen and then 
load up the banks wi th that and then it goes to a 
point - point and a half prelllium and t hen the first 
time we have a l i ttle sinking spell, damn i t she'll 
go below par. 

Yeah . Yeah. 

Then we all hustle around -who ' s going to buy theaa 

Yeah. 

See? Now I am t h inking just a l i ttle bit beyond t!Us. 

Ylell, I'm very glad to hear that . I think that •s,very 
interesting idea. 

See? 

Yeah. 

Wel l , young Bar r iS gets a lot of credit for that. 

Yeah. Vlell, I t hink i t ' s - ah- ••• 

He sent me a memo last night and I read it. 

Yeah. 

I mean he had a lot of suggestions but of that I sort 
of pi cked up that one. 

Yeah. I'm not sure how well they l ike the 10 year 
spread on the call date, but that 's a detail -that ' s -
ah - •••• 

lfell, the Farm credit got away with it n i cely. 

Yeah. Yeah. Yeah. 

And i f you ' re going to give t hem 2 3/4 then I think 
the Government ' s entitled to r un i t out twenty-f ive 
yea.r s. 

7 
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8: 

BIIJ'r: 

B: 

RI&Jr: 

B: 

H\IJr: 

B: 

ill.!Jr: 

B: 

H!I.Jr : 

B: 

HL\Jr: 

B: 

HUJ'r: .. 
B: 

!IMJ'r: 

- 7 -

Oh, I agree. I think that - ah - with that length -
and then you really want t o have on your own account 
a chance to call before that - within f i fteen years. 

Well ••• 

Yeah. 

or course I aaean 
just - (laughs) 
five. What? 

it - it's Just - yes, I mean I'• 
you ' d argue make it twenty twenty-

Ylell , I th:lnk that would be a l i ttle more in the 
market, but- ah ••• • 

Well, I •... 

It ' s - ah, ... 

What I'm pointing out i s something which I d i dn ' t 
think you ' d expect and that' s why I wanted you to 
t hink about it . · 

Yes. Vlell , I'm very glad to get the thought on it. 
I - ah - I have a good deal of sympathy with i t 
right off the bat, Henry, 

Because that thing - if - if we did something along 
that line I th:lnk that would look still good s ix 
months from now. 

I think it - I think it would stand up better than 
the other ' stuff • .. . . 

And the other thing - I mean if those damn - ah -
what are the 2i ' s that are always going below par? 

Forty-nine fifty-three. 

Yeah. 

That's right . Yes • 

I mean the least - the leas t excuse and they have a 
sinking spell. 

That ' s right . Yes . 

Now this stuff ought to be as near shock proof as 

poss ible . 

8 
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B: 

BlUr: 

B: 

!W.Tr : 

B: 

HMJr: 

B: 

HMJr: 

B: 

HLIJr: 

B: 

BWr : 

B: 

Hlo!Jr: 

B: 

HliJr : 

B: 

- 8 -

Yeah. Yeah. 

And - the main t hing would be to find out whether 
the insurance compani es would buy it. 

Yeah. 

The l ong one. 

Yeah. IJh huh. 

I sn ' t tha t right? 

That' s right . Yes. 

And then the banks couldn' t k i ck because - ah -
"Well , all right, wha~ kick have you got; we're 
offering you a five year note - if you want some­
t h ing there it is . " 

That ' s r i ght . Yes . Yeah. 

And - ah - that five year - well, if i t d i d go 
below par a l i ttle bit no one would get terri bly 
excited about i t and we wouldn ' t have to buy anything . 

That• s correct . Yeah . 

Now I rrs:t inclination i s to keep away from \1hat 
you might call the orthodox conser- - what people 
would call the orthodox conservative thing which 
would be their 2! fifty fifty-thre e . 

Yeah. 

I mean that 1 s most likely wha t the fellows would say. 

That's what they ' d s ay , yeah. 

But, I' m just a fraid that the f i rst time we get a 
blow that t hat t hing would go below par. 

Well, I have a 
matter of fact 
you last night 
I took it out 
look at it. 

lot of sylllpa thy with that . As a 
I had a paragraph in the memo I sent 
on this long bond - the last m.inute 
to simplify t hings 
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IDIJ'r l 

B: 

- 9 -

The reason - I •ean - I knew 70u woul.dn ' t expect 
t hi s f r om me and t hat •s why I'm calling 7ou. 

(Laughs) Yes . 

10 

BMJr: See? 

B: 

BMJr: 

B: 

IUIJr : 

B: 

B.UJr: 

B: 

HMJr: 

B: 

BllJr: 

B: 

BliJr: 

8 : 

BIIJr: 

B: 

RMJr : 

B: 

Yeah. Yeah. 

And I could check it as t ar as the profits are 
concerned because I can add the two up and - a 1-1/Sth 
and 2 J/4 would give me what - an average ot - ab -
two •• . • 

lear, - around two and an eighth. 

It would be less than 2 per cent . 

Yeah. A little l ess than 2. 

Yeah. 

Depending upon the quantit i es of course . 

Yes. Well think t hat over . 

Well, I like that idea pretty well . 

Well, tell • • • 

I' l l turn i t over. 

Tell George about it . 

Very good. I will. 

Thank you. 

Fine, Henry. 

Goodbye. 

Goodbye. 

• 
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7ABAPDAG or ora.-•• ucanD 
J!lOib Aaeri061l llll'baei!IY, Parte, rruce 

~'rli ~ a•, 19SI, DOOR 

•o.; aaa 
!tUSH J'llOil OOOJDUJ, 

At eleYtD o' clock thle aorninc I ba4 a talk with 

the Bank of J'ruoe, and wae tolcl the control bel DOt 

done an:ythlag, and the rate U.4 aOYe4 be.ok to 1'78.30 to 

.30 Oil a Yel')' narrow .arket; ay fri•4 bellwee thd 

for eoae t1ae there will be cont1Due4 franc n.rYouneee. 

at half-paet elnen, where oon41Uone are o&la. !he 

florin wae baroaetr1oal for a half boar yeeterdaf aorn-

1n&, but by y1el41Dg only $150,000 the Dutch control 

co.~~pletely repelle4 th1e. ror the next fn weeke, ay 

Dutoh contact l ocke for uneae1aeee 1D ourrao1ee we 

1f the tren4 •Y be towarcl peaceful eolution of Ule 

41ff1oultiee between Germany &ad OaeohoelCY&k1a. 

BULLift • 

. ') . 

. ~ 

11 
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Secrct~ry of State , 

'!hsh1ngton . 

823, May 24 , 5 p. m. 

FRO:; COCHRAN. 

GRAY 

Paris 

Dat ed May 24 1 1938 

Rec ' d 2 : 35 p . m. 

---~~·~ i; Exch:::n,::t :n·.rE.Et much quiEter today t h an 

ycztcro~y. StErlln~ r~tc movEd ~s far as 178 but has 

now returned to 178 . 30 . BEt'.7Etn thosE rates French 

control app~rcntly recov erEd consi derable amount 

sterli ng lost yEstErday buyi ng thr ough t hr e e FrEnch 

banks . P·1ri s Amcricnn B'lnk which was ask ed t o buy 

de-ll· ~s fnr · · ,E c:ontrol did not ( * ) any c.vn1lnblE nt 

the p·> ..;~ ofr'crLd. Paris banks close WEdnEsdc.y noon 

throug!l c·hur ~d "~ y. 

i:itznkis, now o. manag Er in Louis Dr eyf u s 'bank, 

formerly wi t h Be.nlf of Fr •mcE and !3IS, called this 

a f ternoon. HE thi nks recent depr eci ati on of franc 

~~~ given a wide m'lrgin for basi s of t r adE a nd Economic 

recovery i n Fr·.ncc . He thoug h t 160 f r ancs to thE pound 

r atE j ustific-l t>y nctual Economic f nctor s . To a chiEVE 

s ucc ess ··1i th a fr~nc wor t h 179 to t he p ound Mitzaki s 

emphasiz Ed 

12 
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- 2- #823, M~y 34 , 5 p. m., from Paris . 

£mphcsiZ Ed that work i s thE EssEntial factor . HE is 

unhappy over thE fnilurE of DaladiEr GovErnmEnt so far 

to b E bold Enough to modify thE 40 hour WEEk in a 

manner that would giv£ thE country thE right 

psychological shook . HE thinks a pri cE r isE to offsEt 

advantagEs of r ECEnt currEncy d Epreci ati on is not likEly 

to dEvElop so abruptly as following alignmEnt of 

SEptonbEr 1936 . Purchasing powEr in Franc£ has so 

considErahly dECli nEd sinCE thEn that mErchants arE 

awarE buying YTill dimini sh as pricEs go up. 

BULLITT 

IVWC : SMS 

(*) App~rEnt omissi on. 

• 

l~tvtU~1 th ""''•,"1 _.,,, 

13 
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R~ SURPLUS CROPS AND RELIEF May 24, 1938 . 
10:30 a . m. 

Present: 

H. • Jr: 

Mr . Haus 
Mis~< Loniga n 
Mr . Myers 
:Jr . B&bcock 

·•el l , Nht.t I •• ~ntec t o ge t :,.our nelp on was this . 
I a o n ' t know .. nethe r I got " c hance or not: 

Incident~lly , ther e ' s only one copy of that. That 
goes i n my sllfe . But I c on ' t keep treck of what 
I' m do ing . 'l'here ' s only one copy , &a d I n e ver reed 
the thing . I may look at it ten years from now . 
I me& n we ' r e shoot ing so f ust, ond that ' s all •••• 

But.wh Lt I •m trying toget Gt is this . Looking <t 
t !1is t ning in a b i g Ray for the President - he 
v i da' t ask me to do it; I 1:D doing it on ey o .<n -
I 1 ti just like to look b uck f ive years &t wh&t we •ve 
uone t o and for toe f 6 r mer , t nd then l ook for .1t.rd -
::ell , just &s ma ny years ~s we can, intelligently, 
.:nd see \there we ' r e going to get ou t on this thing . 

had t!len - I mean the ta1ng was sort of brought t o 
b he~o .·.n en I h~c.o to sien t hll t req uest to Coneress 
for 94 aillion dolle r s to m& ke up the defici ency 
i n Commodity Credi t . I Wfln ted to s end the President 
a o emor vndum on that, but I do n ' t like to send -
Siloot until I .mow wha t I ' m wlkihg about . 

nnd the r e ' s the f a rmer a ngl e in it. I mean, in 
otht r 11or<!s , if t hose of us who can think clearly 
a nd without - independently of benefit payments 
nenging o ve r our neud End 1111 the rest of that 
s tuff - I mean just where ore we going? I n other 
wor ds , I ' d like t o t uke a n inventory if I can, see, 
End then - t h& t 1 s one thing . 

But hooked u p to it - ond it comes as & possible 
.:me of - t. solution - i s t hi s c,uestion - I me::.n does 
~r . Roosevelt want to continue to think the way he 
does thu t the only ~~ay to solve the f a rm problem is 
to pa:.y t he f <rmers to gr o,; less? I n:ean that ' s -
I think 1f a nybody wented to boil it down- m£ ybe 
tha t ' s over simplifying t he proposition, but tha t ' s 
the way - he a nd Mr . 1'/al l llce a r e constantly 
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..• constant restriction . And this admi nistration 
never thinks of the consumer . Well , I wouldn' t -
you know, I•m over- I mean to make it •••• 
They oon 1 t think of the consumer . And we 1 ve got 
this big unemployment problem . I t ried my best 
to put on ~ s ales campaign last fall - Bill knows 
about it - in connection with cotton, taking the 
attitude 17, 18 million bales was a blessing, we 
should be happy about it, and then go ahead and 
try to murket the t hing . 7/e 11ent so f ar as to engage 
N.W. A., made plans for cotton balls a ll over the 
country, ~ big program to cost a million or million 
and L half dollars . But I just couldn' t get it 
across because Wallace Killed it. 

But the thought i s , her e ' s - I mean t hey' ve never 
used any - they've never put their brains " s to how 
to put this tning in the peopl e 's stomachs or to put 
1t on thei r backs , see? And I - I think we 1.r e just 
getting in deeper and deeper. Vlhen you (Babcock) 
came do1m to help me out in 133, why , that was Just 
a peanut vendor stand compared to what we 've got now . 
I mean you sold a hundred million dollars wor t h of 
merchandise 1n about three months for us and cleaned 
up. I oon' t know what the Farm Board r eally cost the 
administration . George, find out bow much out of 
pocket, will you - how much out of pocket- I 'd just 
be interested - the l as t administrat i on was on the 
Farm Board . 

And then- I mean I don ' t want t o - we •ve got an 
immediate thing which bothers me t erribly, and 
that's - but I don' t want t o shoot on that and then 
be wrong, although I'm doing everything that I can . 
I mean this situation in Detroit and Cleveland and 
Chicago, and - did you get this copy of this thing 
t hat came over from Jesse Tapp this morning? 

No . 

I mean, well , here's rthat t hey ' re feeding per month •• • 

Yes, I sew t hat. 

•• • t o t he family , and i t •a just ••• • Di d you 
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get b copy of that? 

No , sir . 

(H .1!. Jr hands copy to Oliss Lon1gan) 

George . (Hands copy to Baas) 

16 

I asked t hem las t night . They came through. But 
as I say, I don ' t went to do the - get bogged down 
by doing the thing that is so pressing and then lose 
si ght of the big thing . 

Uh-huh. 

But tne t hing - i f you notice, t here ' s only six 
pounds of cried skim milk t o c family of three to 
four persons f or one month . 

Bill, is there much s urplus milk in t he country? 

I don ' t know . Price has been down . 

Lower . 

I don 't .mow how it affec t s you, but this thing just 
si•ocks me terribly . 

They didn ' t give t hat much milk , Mr . Secret~ry . 

Excuse me? 

l hey dian1 t give th&t much mllk? 

Do you believe this i s f aked? 

I don ' t know. They di dn ' t give tha t much milk . 
Gave about two thousand pounds of milk in March, 
none in l<pril. 

I don• t hear . 

l'hey g ave out something like two thoussnd 
of milk in April - in Wbrch, I think, and 
none in April - less tha n this , I'm sure. 
f i gures are way b ehind anyhow. 

You think it 1 s faked? 

pounds 
a lmost 

The 
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I think it's what I call statistical abstractions. 
Somebody sits in an office and works it out f rom 
what he has. 

Well, Kr. Myers is a director of this corporation 
and checks these figures . (Winks a t Babcock) 
All right, I ' m serious . You're (Myers) not Just 
here for scenery. (To Babcock) Be isn' t here Just 
for scenery . Bill? 

We 're buying five million bushels of wheat, my 
frie,.. -: Wilcox told me this morning; going to mill 
it on a toll basis . 

On a what? 

Kil l it on a toll basis . 

Wait , I'll close these windows and turn on the 
ventilation. 

\'le' re buying f1 ve million bushels of soft whee t; 
going to have it milled on a toll basis and have it 
in flour. 

What's that mean, toll b asis? 

Give them a share of wheat. 

They are? Well, is that the first time they've 
sta rted ••.• 

Except they bought a little flour when you a sked 
the other day . 

••ell , as I say, I - I do want to hit this, but I 
don't want to look at the picture too • ••• 

Well, Henry •••• 

I mean I think we can do both, can't we, Ed? We've 
got brains enough to do both. 

Well, I think you've got to turn your line of 
philosophy and line of thought. Now, once you turn 
in the line of thought and put as much thought on a 
constructive angle, I think you can get amazing 

• 
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results. As long as you ' re governed by the other 
philosophy, you can't. Now, I worked on this idea 
of t his 150 million bushels of wheat . 

wot it up to 2~0 now. 

Yes . ••nd I checked a f ew minutes ago with a f igure 
tha t Mr. Baas haa which checks in very closely with 
our own observation. You can take G. L.F. (Grange 
League Feder a tion) and you can do uble its whea t use 
by havi ng wheat a t a comparable price with corn. 

Now, here ' s the way I fir.ured you might get at this 
thing: thut this whole wheat is a most V9luable human 
f ood and t he nutrition of t he nati on could be se~ 
anead by r ecognition and exploitation of this f act . 
:.lore 11he£ t can be fed livestock, and it is pr obably 
one of the best places to stor e in surplus grain - is 
in a litt le heavier animal t hrough the nation . 

~he Surplus Commodities Corporation might buy Nheat, 
doing its buying in surplus a re"s and leaning toward 
the selec tion of feed gr ades , not ge tting into the 
higher grades of milling whea t. And , having accumu­
lated un invent ory of wheut, t he Corpor ation might 
earmf rk it as feed ~heat. Tha t could be simply done 
by use of ayes; it ' s done in clover seed right along -
shoot a few dyed kernels through it. This feed whea t 
tt1en might be treated as money, traded in on r &ther 
l iberal t erms f or appr oved whole 1:bea t human foods . 
In other .or ds , you swap this wheat which has been 
earmarked a s fe ed wheat to Ralston Purine Company 
for a whole .1heat cereal, or to G. L. F. for nutritive 
cer eal, or to Pra tt' s for steam-cooked wheat; if 
traded 'on liberal enough t erms, for human foods and 
prepared poultry a nd cattle foods which t he Feder al 
Surplus or the Farm Security could use. You ' d put 
tnese co~panies which proce ss these human foods and 
these prepared ca ttle and dairy foods in a position 
where they • d have t o put - to move this whee t into 
food consumption. 

o'le checked through our G. L.F. figures for t en ye&rs, 
and under such a pr ogram the G. L.F. could double its 
use of whea t ; in fact, i s prepar ed to double it . 

Now, to support such a program, a vigorous educational 
program should be conducted to t each peopl e the value 

Regraded Uclassified



H.!.! .Jr: 

Babcock : 

Haas : 

Babcock: 

B. :J.Jr: 

Haas : 

a.M. Jr: 

Haas: 

B. !I.Jr: 

-6-

of whole wheat as a human food, also to show 
livestock r a isers how to utilize i t in r a tions. 

The contracts by which the Federal Surplus 
Commodities Corpora tion traded wheat for human 
foods or for prepared dairy and poultry feeds, 
should always be on a short-term basis, :30-day 
period, so t hey could speed it up or retard it 
by t heir t erms on which they trade, you see. 

I follow you. 

19 

Now, t hat's the only thing I can figure that 's 
practical and apparently l ega l under the set-up 
of Federal Surplus Commodities Corporation to 
begin t o get action immed i ately on three things: 
utilization of this .vheat ; relief with an excellent 
human food , in variety enough so that you wouldn' t 
have to force just one cereal down all the people 
in the United St a tes, which would utilize existing 
processing machinery and which would put the feed 
in direct channels for livestock consumption. And 
my own beli ef is that it would not displace other 
grains ; t hat you woulo get tha t much increased 
livestock fe eding , which would result in that much 
heavier animals . 

11ell , if it 1•ent to dairy cattle, you• ve got the 
increas ed production in your milk, the ~ay ?arran 
is talking about it. 

Tha t fits in perfectly .lith ?arran . 

Milk r. nd eggs. 

1he one t ha t they did - wher e d i d ?arran get those 
figures , from a n English one? 

He had some British figures there . 

'l'hey ' ve run an experiment, haven• t t hey? Or a study. 

A nutrition study, yes. 

On t his question of feeding the wheat to cows. I 
know he gave me a figure - get 18 percent increase 
f or your 11hea t by running it through a cow. 
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Have you got those figures? Get them, George. 

Yes, I've got his report here . 

It1 s an English nutrition study on this very 
subject, you see. 

!io11, t here 's another corollary thing that comes in 
there of utmos t significance, right up Bill ' s 

20 

alley, and that is this tremendous potential 
increase of community refrigeration - locker plants 
with sha rp freeze rooms, which will result ell over 
the na tion in a greater utilization of meat products 
and an incr eased standerd of l1•1ing . My whole 
phHosQpny is to turn this thing around and f eed 
people better . 

Well, t ha t ' s wbat - as I s ay, this Chicago, Cleveland 
ana Detroit t hing is shocking, but I think we can 
do somet hing on it tempor &rily; but I want t o see 
t he whole fores t a nd not Jus t one or two trees. And 
I ' m sure th~ t in the five years that the President 
ha s been here, he's never s a t back and said, •Bow 
much money have I s pent on the f armer, for agricul­
ture , and wha t have I got f or my money?" See? 

;·/ell , I Nould throw this surplus grain, when I had 
it, into the people and into the livestock . And I 
believe tha t your ever-normal granary is going t o 
Hork back a way from a granary, with a supply of grain 
in it which you see i n heavier livestock on the hoof 
end carcasses in widespread refrigeration immediately 
available to people . That just turns your trend right 
ar ound . 

I want t o throw out this thing, which is right do•m 
your a lley. Not one dollar of a ll this money goes 
f or better distribution. I taean they just ar en't 
mc. r keting-minded . tlot a dollar . I bet you 1 11 find -
veor ge, you Jus t cnec.- U;) on tnis: how l!!Uch mor e 
ooney /.g r icul ture i s spenaing today, t hE .mole 
<ie;>a.rt;nent, ;,n m, r keting thr.n t hey did fivt: yet rs 
hgo , 1f they 1 r e do ins E ~ thing to nel p mHke t tne . 
For ex~mplc, our. nice :i)Ublic mHket in llewburt<h and 
tne one up - up vt ~yr~cuse ~ nd Albany and Buffalo -
Juso struggling . But r mean not one cent of Feder al 
money . hnd t he one a t Newburgh jus t l as t yetr - Just 
or ga.niLea ; t en thoust::nd ftrmer s - t r uckloads wer e 
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oandled there the fir s t year . Ten thousand truckloads 
the first year. And t hey hardly can pay their 
interest on their bonds . 

Well , I t alked with Wallace about that . Harry Newton 
and I just went in to see him six months ago . He 
shrugged his shoulders and sai d that wasn't his baby . 

You mean tha t particular thing? 

No, marketing. 

1'/ha t I ~ould l1."e t o throw out to you people is this . 
In the fir s t place, the thing we ' re talking about is 
toe consumer, and .vben Ke have these surplus crops -
and get them out thbt way. Looking still further aher.d , 
the question of whe ther we can do something on buying . 
!low, '-lr . Roosevelt is very much interested in ,JDiirkcting . 
He c.l11ay s helped us in Albany. 

I know it . Tht. t 1s why - you h<>ndled his market ing . 

And tha t 1 s 1vhy we bundl ed i t. He ' s j ust completely 
lost tra ck. Old Louie Howe was tremendously interested 
in doing sometning for the consumer, doing something 
fo r the market . You see? Of course , on that end, we 
do do somet hing . But this whole lllE. rketing t bing i s 
just , as near as I c ~n make out - I don ' t nant to be 
unfair, but I think it i s completely lost sight of in 
this whole progr um. 

In other wordsJ you• re cutting your •••• ( .vora s no t 
understandable 

Puraon me? 

Cutting your cost of di str ibuti on and making it • • • • 
( Nards not under s t andable) 

Wha t we w~mt t o do i s what your ol d friend John Dillon 
did, cut down the proi'i t s of t he middleman. 
Wha t? 

Yes, John bas done it pretty well too. See the 
~Tite-up 1n the New Yorker? This week. 

No . The New Yorker? Oh yes, I 've got to read that . 
Oh yes. He 1 s done it pretty well for himself. 
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Well now, ~bat can we do, Bill? You're in on 
this . I mean you sit in on t his, a ll these 
boaros . Seriously. 

22 

il'ell, you can• t do anything beyond relief until you 
can change thinkil18 . 

How we going to change the thinking? 

Then you got to change the law. 

llby have you got t o cha nge the law~ Bill? 

Well, you can clu.nge your emphasis right now; but, 
boving planned t o s~end all they've got an1212 
million nore if they can get i t on one program, 

you can't go chead a nd spend that again; you•ve 
go t t o either Nait until another year or else you've 
got t o •••• 

1/ell, it t akes time. I mean the part - the thinking 
part . It takes time. It has to - there has to be 
some awful good thinking and some awful clear English 
on paper, and there ' s got t o be some research work­
I mean to study Nha t ' s l:lappened the l as t five years . 
And I NOUldn't expect t o turn that around right away, 
but ••.. 

You want t o begin to put on the pressure t o t urn -
or .on t he leadership t o turn. 

Well, we s t arted out Now, here ' s t he interesting 
thing . Hopkins is completely in our corner. 

Swell . 

What? And this thing IYbicb we wrote to go up on the 
Hill in order to get direct r elief - I .vonder lf I 
can get tha t - "Why, " be says , "you and Phil 
LaFollette are together." I said, "Well, maybe 
Phil ' s good." I' d like to read you what I wrote . 
And t he President passed on this question, got 
right down - pithy. But Hopkins, on the part of 
eating this stuff and wearing it, see, and this 
question of scarcity and - be's entirely in our 
corner . 

Parrart1 s with you t oo . 
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And Parran' s with us. 

But where Hopkins - where he doesn' t want to tight 
as long as he's here, is direct relief . And I 
don 1 t want to g et in on tlla t . I want to avoid 
t hat ques tion, see? 

You mean - is Hopkins for direct relief? 

No, he's against direct relief . 

I see. 

gvt he is also against this policy of scarcity . 
a 24 What I mean? 

Sure • 

Now, I think it' s kind of hard, but I think the two 
things can be made to fit. 

(On phone) Miss Chauncey on the phone. - Miss 
Chauncey, would you come in a minute please? Well , 
look, you know the letter that I wrote to send up 
on the Hill asking to put the word "direct relief" 
back in the bill, and then Mr . Hopkins tried to 
r ewrite it. Have you got that? Would you bring 
it in, please? 

Hopki ns, ~. Secretary - is this right? Is he -
would he ob ject t o direct relief in kind but not in 
cash? In other words ••. 

Tha t' s just supplementa l, George . Be doesn 't want 
to substitute it. Am I correct? 

Oh, I see. 

Be just doesn ' t ob ject to this stuff at all, as near 
as I can make out from the talk that I had. I th1nlt 
we won1 t have a.IV' trouble w1 th Bop.kins on the Federal 
surplus relief stuff as l ong as the money i sn't t aken 
away from his work relief, see? In other wor ds, if 
there is any money spent on this, he wants it to be 
additional money. He wants it to be additional money . 

There ' s one other thing . Surplus Commodities now is 

Regraded Uclassified



Babcock: 

~yers: 

Babcock: 

<iyers: 

Babcock: 

ILl.! . Jr: 

24 

-ll-

thinking of wheat in two ways. One is the one 
I mentioned of getting some wheat and providing 
flour as supplemental relief, and the other is to 
distribute whea t for feed through the Farm Security 
ndminis tration. They're afraid of upsetting the 
commercial apple cart. They 've been criticized 
for interfering with commercial distribution, and 
so they ' re - those are t he two minor ways, and the 
only ways in which they are now thinking of wheat. 

Well, it's t he only way they can think of it. 

Without chGnging policy, yes. 

Nell, when and if they got the wheat , the only way 
they can use it is to feed it to people or animals. 

But tne)'' re only thinking of one way to feed it to 
animals, and that's through Farm Security . 

\'/ell , 1f I had this five million bushels of wheat 
that tney bought, tha t they put out on a toll basis, 
see, I 1d make it feed wheat . What do you call it 
when you take a - I'd degrade it into feed wheat. 
(!o'ollowing portion not understandable) 

This is the paragraph which I like and 'Nhich Hopkins 
was amazed tha t the President let pass . I was going 
to write this to the 8111. I d idn 1 t have to, because 
Hopkins said he ' d take care or it. •In order to 
meet t hese contingencies with the greatest effective­
ness, the Federal Government should have the a uthority 
and t he necessary funds so that it may make immediate 
use of •NhHtever surpluses the resources of our country 
have yielded, and make a vail able such surpluses to 
persons who are in greatest need ." Now, this is 
the thing . "In other words, when the bounties of 
nature have provided this nation with a huge wheat 
and cotton surplus, and where s ide by side with such 
bounty there exists wide-spread want and suffering , 
the Government should be in a position, as a supple­
ment t o other measures, to alleviate the suffering 
in the simplest and most direct f ashion.• 

But the thing t hat he was surprised at - when I 
said this business - •In other words, when the 
bounties of nature provide this nation wi th a 
huge whea t• and so forth and so on. Well now, of 
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course, as I say, the President let that go. And 
I don't think tbat we 1 d have an awfully hard ti11e 
if •e could Just put this up on tbe basis for bim, 
you see - tba t is, tbe word •aupple111ent.• 

25 

In otber words, if be would agree to that principle, 
let that pass , you'd want t o move into the other 
program step by step. You' re going to put up a 
practical step by which he can put that philosopb1 
into effect, aren' t you? 

Yes. ~nd then when a l ot of his people get t o 
thinking about the constructive part of t his, there's 
going t o be so111e smart schemes for doing it. 

l:ha t 1 s right, and you may have t o do it s tep by step, 
not telling everybody what the goal is. 

Yes, but you ' re going to bave - I'm the devil 1 s 
advocate, much as I don't like t o be - you're 
going to have two ba rriers right off the bat. One 
i s a pr i ce-determini ng wheat loan, and the other 
is a cotton loan that's going to be high enough 
t o influence price. 

Well, if this darn thing goes through - you know, 
when I called you I didn' t know t ha t it was - it 
was only introduced ~hursday by Russell. As I 
understand it, in the case of cotton, if cotton is 
below 12 cents, they give the differ ence below. 
If it's ten cents, he gets two cents . If it' s 
ten and a half cents , he gets a cent and a half. 
So t hey ' r e r eally pegging it, aren't they? 

They ' ve got seven mill ion bales and they ' re going t o 
have - it ' s no t only c subsidy, but you1 r e going to 
have a loan on it t oo . 

Well, you see, Bill , the grea t trouble i e that -
a lot of people say, starting with the Vice President, 
who said it again and again, that you can' t handle 
cotton the way we do without losing our world market . 
lhe only way to keep the world Market is on a price 
basis. Well, up to l as t year the consUIIIption of cotton 
went up each year abroad in tbe world and our exports 
stayed absolutely fixed , and the increase went t o 
otber countries. 'He didn't get any of t he increase 
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in t he world ' s consumption of cot ton . And t he 
stuff tha t we held back off t he world mar ke t -
why, somebody else Ju.st f i lled the worl d market 
with cotton and 'lfe stand here holding the bag, 
I mean. And once those things are explained, I 
Just don't see how they ' re going to answer them, 

2C 

I mean. And there ' s such a - and the thing tha t 
you pointed out, if you 1 re right, tha t the f ar mer 
this yeur is going to grow half a s much cotton, and 
t ogether with a low pric e - and his income from 
this cot t on is going to be half as much, and he 
isn' t going to have a s happy 

About two-thirds . He•ll eet two-thirds as much 
a t t he same price . 

In the past years, Haas, bas a farmer gotten more 
money out of a big crop t han be did out of a small 
one, on the average? 

It varies somewhat with the crop . I t hink in 
gener&l the lar ger crop gives him the more money. 

With staples, Geor ge, isn' t it? 

Yes. Cotton is somewhat different . 

With pot c t oes • •• •• 

Yes, way down. You don't get as much. 

You can' t carr y it over . 

That ' s right . 

hit h cotton I think t he s i tua t ion is somewhat 
different , a s I remember. With the smaller crop 
you can get more money . 

They got a little less for their big crop, including 
seed, in ' 37 than for the small cr op in 136. But I 
didn' t think that was the usual thing, George, when 
you include seed, because you get two pounds of seed 
for ever y pound of lint . Cotton s eed price is 
de t ermined by your general price level . 

Well now, Ed, you got what •s in my bead, as tar as 
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I can go. And what do you people need in the way 
of - how much time? I know you' re awfully upset 
about this other th.ing. 

Did you (Wyers) get aQy word as to when the funeral 
would be? 

Probably Thursday . Carl said K.rs. Warren wasn't 
able to make plans yet, but they figured Thursday 
aft ernoon, two or three o 'clock, State ' s Chapel. 

Do you want to Just s ort of digest wbat I said 
and then maybe meet again? 

I've got tha t. All I want t o know, Henry, is -
I can - ever since you called me - for year s I've 
thought about this phil osophical appr oach, and 
since you called me I 1 ve thought a grea t deal 
about i t. I can simply illustrate a turn i n affa irs -
a turn in the tide by just t aking this whea t, and 
t ha t ' s about all the contri bution I •ve got. 

Well, can you begin - can you put it down on paper 
ror me? 

Yes . 

:>ee? 

Yes . Whe t I'd really like t o do would be t o put it 
down on paper a nd draft it, maybe go over it with 
Bill and l eave i t witn you (Myers) and get out of 
here . I bad pl anned to go to New York on this trip 
soo.newberes around noon or thereabouts t omorr ow, and 
then hllva t o be in Ithaca Thursday. 

I see . 

Then I'd be ava ilable, on call . 

Well , Haas can fix you up with a stenographer. 

I•ll di c t ate t his draft, wor k on it. See you some 
time today, Bill? 

Oh- huh, any time. 
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And leave it with you. 

All rignt . 

LJid you send llrs. l(yers away? 

Just for h day . 

wnen is she coming ba ck? 

Monday . 

Well then, maybe some time tnis afternoon or so we 
can get toge t ner again; let ' s see . ~·· 

Yes, I'll be on call today. 

Kay I make one sta tement, Wr . Secretary? 

Please. 

-

28 

And that is that when you move these coonmodi ties 
tha t you speak of, as wheat, or a s meat, to tile 
city, t o t he outside of the c ity, a s i f ther e were 
a wall around it, from t hen on there is a whole 
mechanics inside, and if you wor k tha t mechanics t he 
way you work marketing ~echanics, the margin of 
consumption is enormous . I mean the sta tement that 
Governor Wyers made 

I don't folio'" you, Kiss Lanigan. 

oo far as we t a lked about wheat, moving wheat to the 
cities - you don't need wheat, you want bread . 
Between wheat and bread t her e is an enormous amount 
of employme;t and possibilities for consumption. If 
you work t hat particular structure and mechanism of 
the cl t y market and city employment •Ni thin the city 
wall after you get the wheat t o the door of the 
city, you' ve got a whole margin for employment and 
consumpti on as big a s wha t you (Babcock) described 
in the new refrigeration and the rest of it. Two 
lines all the way along. 

One line is what? 

Inside the city. There i s as much mechanics and as 
much r oom for expansion inside the city, and the same 
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thing applies ••• •• 

You mean in the processing and marketing machinery. 

The same thing applies to the plantation in the 
South, where you1 ve got your masses of people who 
don't consume . And in those two places you 1 ve Just 
got an enormous space for technical ingenuity. 

You meun inside 

••• or on the plant ation, where you• ve got crowds of 
people . 

Well, on tae 4uestion of the mechanics of this, giving 
people employment through increased marketing and 
food - who knows that the best? 

I don't Know . I don't think there is any employment 
economics. That's what I 1 ve been saying for five 
year s, but I can' t get it given any money . It t akes 
money. 

You know, the ever-norma l granary is a good catch 
phrbse and it 's good thrif t, too, but it doesn' t want 
to be a centralized one. The place for the granary 
is on t he ki tchen or on the pantry shelves. And the 
biggest possibl e supplement, or the way t o implement 
an ever-nor mal granary, is with refrigeration. 

On t ne hoof, Ed , is the biggest one. 

Well, I said on the noof before. Carry it all the 
way on the hoof and tnen carry more converted cereals 
in refrigeration. 

~>ngland hod the best ever-normal granary. They had 
animals on t heir pastures fed with imported feed- s tuffs; 
end they could eat the animals and turn over the pa sture 
and r aise grain when necessa ry. 

Bill, we can do the same thing but supplement tha t with 
refrigera tion. 

~hat's coming . 

Yes. And if the Government ever wanted to do a little 
subsidy 1 

make e. real ever-normal granary - see what I 
mean, Henry? 
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Yes, I know. 

Just provide this country with ten million lockers. 

The impression to me is this; that we find this year 
that a low - a small crop doesn't increase the pri ce, 
and wbat •s the reaction? It isn't, on the Hill, t o 
increase consumpti on; the reacti on is to have a loan 
granted tha t will increase the price. And the next 
thing will be an attempt at price-fixing, at least 
on the domestic consumpti on, and export the other 
somehow, or some modificati on of that . And until you 
go through the cycle and prove its futility , i t 's 
awfullY hard to change t he policy where it's f i nally 
controlled. 

Well, here's the thing. Since the fir st of April 
our commodity figures have just been going down, 
down and down. Now, t hey ' ve talked about this 212 
million dollar bill, which may or may not - I guess 
the chances are t wo out of three it will go through; 
can 't do anything - but it has no effect on the 
commodity prices . 

Except t he f armers are able to buy a little more of a 
lot of things. 

but I still say I can ' t see anyt hing - I mean that the 
market pays any attention to it whatsoever . 

Now, I - I Just wondered, if the President or Wallace 
announce a comprehensive plan which would stand up, 
which would consume this year 150 to 200 million 
bushels, what effect would that have on the market? 

. 
Well, I think your technical employment within that 
area is a tremendous untapped employment and price 
factor. I quite agree with Kiss Lanigan it 1 s been 
totally forgo tten in t his picture. That's why I'd 
shove this stuff right through the established 
channels. 

That ' s where the grea t cost is. They swapped the 
Farm Board cotton for cloth and paid t he textile 
manufacturers in cotton. 

That can be run all the way through from cotton. 

They propose to do that with wheat, so f ar as the 
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flour , but there ' s a lot of labor f rom there on and 
they propose to give the flour to relief families 
and the families perhaps can provide the employment . 
But the unemployed man can't make the bread. 

Kiss Lonigan, t hey have no way of making the bread. 

They have no way - frequently no pans, frequently 
the gas turned off. 

See, Miss Lonigen - she' s been in Chicago, Clevel and, 
end Detroit for me the l as t week. Just been out there . 
I mean she ' s just been there, just come back f r om there. 

On foot . 

What? 

On foot. I get my economics on foot. 

Well , tba weakest thing in t hese whole wheat cereals 
is the beat, t he cooking. 

No.v, you could swap th&t for labor somewhere, a t some 
point, t o make bread. 

I ' d like to t alk with you (Lonigan) a little about 
t hat. 

And, Miss Lonigan, even if tlley get angry, call up 
Mr . Tapp and see if you can see Mr. Brickett, and 
say you•re just back and in your most polite manner 
say you don ' t believe it. 

I •ve wanted t o have a clla t with Mr. Brickett. 

If you have any trouble, l et me know. And say you•re 
just back - be very polite, use whatever t ile polite 
phrase is t ha t "I don ' t believe it.• 

I 1 ve got all their figures copied off their own 
books. 

Well , will you get in t ouch with Brickett right 
away? 

Yes. 
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' · " · WILCOX, YQ ,_.....,. 

FEDERAL SURPLUS COMMODITIES CORPORATION 

lt01 0 STPICRT NW. 

WASHINGTOH 

llli1IDRANDtN '1'0 Ill!. 1. W. TAPP 
l'Hai4ant. 

Attached is the ache4ule ot 41atr1bvt1on rates t or ca.­
mo41tiea now tnailabh in Clenlan4, Ch1easo &114 DetroU • . 

In checking these recoamend&d quont1tiaa .w1th actual 

41abura•ente to raHat taaillaa, it ia reported by the State 

Directors ot Distribution tor Illilloia, Kiehi&&ll ·and Ohio that 
these quantit ies are actuall7being giYeo to approxiaatalT ~ ot 
the familiae raceiYlng coamoditlaa. 

Soa~ raa111ea howaYar are recaiYln& larger quantl tiea ot 
toodstutta on the reco.aendation or eaae worltera bacauae ot t he 

eXistence or apec1al need. Likewise in certain inetancu ,.... 
familiae are rece1Y1Dg leas than the suggested quanti ties on the 

reca.mendat l on or case workers. 

Reporta troll the field indicate tbat tba retaa 1ndlcate4 

are genarallT •• large aa can r eaeoD11bl7 be oa.re4 tor b7 racipimt 
r-.tl1ea ill Tlaw or Halted storage apace and inadequate rac111-
tlea to t rllllaport larger qu.ntltlaa or 8Yllllable toodetutta to 

t heir hoaee. 

Tbe quantities or each food being dlatrlbuted do not meet 

t he full requinaents or • tood lludget tor &II adequate 41at at 
milliJIIllll coat. '!'he ooaplate lack ot other resources or 11411,7 

recipi ent taail1ea howaYer indica tes that an7 re.l 1ncraaee in 

the present distribution rates ot the toodatutta now aYail•ble 
wi ll greatlT increase the likelihood that a portion ot the COlt­

modi ties will be traded t or other S004• .nd aent caa to proYide 
in pert other eeeantiu req~ts ot the taaillea' budget, 

proTision t or whlcb ia now lacking. 

It 1e recoaan4ad therefore that cona14aret1on b a gl •m 

to 1ncreaatng the tTPS .nd ltinda or toodstutra aYailabla t or 
these t&Jiillae rather than .tteapting t o diatrlbute t o tb• larger 

auppllaa o r th.e cao.od1t1N now ualla'ba. 

L1 ~ · .t,yJ 
J'aaea 11:. ·Brtckett, -. 
D1atr1but1oo Otr1cer. 
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Appl.. (.,r .. b) 

Beane ( Dr1o4) 

Butter 

Cab bas-

Celery 

1!'lour (Potato) 

1!'lour (Wheat) 

SCIIIIQ.K rg QUAifliXIB 0., ~DITXI8 
IsstiiD '1'0 V.ARI01l8 SIU 

.,AIIILXIB DOIIDIO 00 ...-m 

liii'l' RICIPIJft .,.IIIILXI8 
1 2 ) or 4 5or6 

Per BOD Per-• Pe~ p..._. 

l be. 12 24 36 48 

1be. 1 2 ) 5 

1ba. 2 4 6 8 

lba. 5 10 15 20 

lba. 5 10 15 20 

lbe. 1 2 ) 4 

lbe. 12i 12i 24t J(f 

Ora~t:rult (~ab)1ba. 10 15 20 30 

llllk (Dry Slt1.a) 1ba. 2 4 6 8 

orana .. 1ba. 10 15 20 30 

Peas (Canned) cane 2 4 8 12 

Potatoes (White) 1be. 10 20 30 40 

Prune• 1ba. 1 2 ) 4 

Rice 1ba. 1 2 4 6 

-

3S 

7 t; OYW 

P•IPf· 

'12 

7 

10 

25 

25 

5 

48 

40 

10 

40 

16 

50 
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(Diotated Ma7 25 , 1938 ) 

Thil wae g1Ten to me b7 ld Baboook laat night 
when he •• at ~ houee. 

. . 
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Uay 24, 19~-

The Honorable, 

The Secretary of the Treasury. 

Sir: 

The attached memorandum is baaed on fifteen years • 
concrete experience i n buying reed for poultry and live 
stock in the Northeast , ~nd ten yearo ' experience in 
purchasing and processing wheat for human food purposes. 

While the average variation in the uoe or wheat is 
not great enough to have very marked effect on the utili­zation of a surplus of 200, 000,000 bushels , my records 
show that a feed and human rood purchasing organi~ation 
like the G.L. F. bought 1 , 500,000 bushels when wheat was 
cheap in 1932-1933; and t hi s year, with more business, 
will purchase 900 ,000 bushels. 

Community refrigerated lockers: Since the smart 
t hing to do nat i onally is to convert surplus cereal into 
l ive stock, I believe that the Government should give 
serious consi deration to promoti.ng on a sound and self­
liquidating cooperative basis the erection or community 
refrigerated locker plants in whi ch farmers and even 
townspeople might store grai n which had been converted 
into live stock and slaughtered. These plants would con­stitute coomunity ever-normal granaries , in which surplus 
cereals in the form of an1mal products would be stored 
by individuals. 

Respect fully submitted, 
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MEIJORANDULI 

At the pr esent time t wo somewha t opposir.g philosophies 
are r esponsible for Government poli cies designed to deal with 
the problems of crop surpluses. 

One of these philosophies calls for the prevention of 
such sur?luses by paying f armers to cut down producti on . The 
companion philosophy calls for making Government loans on a 
basis which pr events the prices of surplus crops going to 
their natural levels. 

Since loans above the natural price level encourage pro­
duction, the above-described programs are to a degree contra­
dictory . They are likely to lead ultimately to price fixing. 
!here i s a ch~ryce thnt they wil l not accompli sh thei r ob1ec­
t1ves. 

A Hedge 

As a hedge against t h possible failure of the restriction 
•. nd lonn programs of our Government t o deal satisfactorily vii th 
surplus crop problems, it would seem Vlise for some Government 
1gcncy to get a bit of expe1•ience with the applicati on of a 
philosophy which will pave the way for natural pri ce l evels 
to control surpluses and at the same time enable t he popnlat1 gn 
a t larue tg benefit , thrgugb improved nu trition a nd a gen eral 
incrpaaed standard of liying , (rom t h e bounties of nab tre . 

The logical agency to use in get ting such experience is 
the Federal Surplus Commodities Corporation, which seems to 
have adequate legal powers. The present threatened wheat sur ­
plus of ~ome 200, 000, 000 bushels mi&ht be a good surplus with 
which to gain experience . 

Facts 

(1) 1/hole wheat i s a most valuabl e human food . 

The nutrition of the nation could be permanently set ahead 
by Government recognition of t his fact . 

{2) Llore wheat can be fed live stock. 

One of tile best ways t o stor e a cer eal crop is by adequately 
feeding liv e stock, f r om which t he ce;real emerges principally 
as meat, milk1 and eggs . 
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Suggesti ons 

(1) The Federal Surpl us Commodities Corporation mi ght 

buy wheat . 

I t could do its buying in surplus areas and could concen­
trt\te on purchasinr, t he lower grades of wheat and those vihich 
arc not needed by the flour mill i ng industry . 

(2) ''iheat purchased by the Federal Surplus Commodities 
Cor porntion might be i dentified in some manner as • feed viheat,n 
av::ilr.bl e for live stock feeding but not for flour millin~ or 
hum:.n foods . 

(3) The Federal Surplus Commodities Corporation might use 
itc inventory of "feed wheat" to purchase on bi d a f airly wide 
li st of nnoroved human foods made from vihol e wheat . 

The processinr of these whole wheat bum:m foods would lead 
the processors into the purchasing of the wheat reouired to 
make them and into employing a great many men and ,;,omen t o oper ate 
their plcnts . 

(4) Tile Federal Surplus Commodities Corpor ation mi ght also 
trnde its "feed wheat " to processors of dairy und !JOUltry feeds 
~or bale.need ration:; which could be utilized by the Fa rm Security 
t.Ciministration . 

Conditions Cr eat ed 

(1) The trading of "feed wheat" for processed rthole v1heat 
humrn f oods and live stock f eeds, in addition to furni shing 
supplie s of excel l ent f oods for relief feeding , woult" tend to 
l oad procensors up with "feed wheat. n The natural result would 
be tha t these processors oould push this "feed wheat" out 
throu&h their channel s of distribution in a manner and at 
prices rrhich would tend to lead feeders of live stock in feed­
buyin& areas into feedinv, thei r live stock more liberally . In 
this manner surplus 17heat would be converted into animal products . 

(2) By the t erms of it s trades of •feed wheat• for pro­
cessed human and animal foods, the Federal Surplus Commodities 
Corporation could speed up or retar~ the utilization of i t s 
purchases of surplus wheat . 

Educational Program 

To further the above program and at the same time to giye 
leadership to the i dea of the utilization of the bounties of 
nature in this count rv for t he welfare of the people at large. 

the Government might wel l institute a vigorous educational 
program designed to teach people the value of whol e wheat i n the 

various f orms i t i s available as a human f ood, and to show live 
stock feeders bow to utili ze viheat in live stock rations . 
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GROUP MEETING . llay 24, 19.38. 
9:.30 A. ll . · 

Present: 

H. ld.Jr : 

:lagill : 

H.U.Jr: 

llagill: 

H.li.Jr: 

ltagill: 

H.M. Jr: 

llagill: 

H.loi . Jr: 

Magill: 

H. l! . Jr: 

Oliphant: 

)(r . Magili 
Kr . Oliphant 
Kr . Gaston 
Kr. Haas 
Kr . Taylor 
Kr . Lochhead 
lolr . Gibbons 
lolr . Wh1 te 
lolr . Upham 
lolr . McReynolds 
llrs . Klotz 

Good morning . 

Good morning, sir . 

They called me twice at t he house last night . 
The final appointment is for you and me at 
two on the Hill, see? 

Today? 

Ylednesday. We •11 meet the leaders . We ' 11 
have to have a little dress rehersal before. 

When do you want to have your dress rehersal? 

Sometime today, if you want to - to see how 
we get along . 

On this New York Port of Authority ca~e, I 
could keep on talking about that case . That ' s 
a sterling victory for the Treasury. 

Whet kind of a victory? 

That's a sterling victory for the Treasury. 
The Department of Ju.stice wanted to drop that 
case . 

Did they? 

Frank did. 
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R.M. Jr: What? 

Oliphant: Frank wanted to drop it . 

H.M.Jr: Sterl ing at a dollar seventy-nine today. 
All right, what el se? 

Magill: (Nods "Nothing.") 

H. M. Jr: Berman. 

Oliphant: Nothing much. 

B.U. Jr: Anything? 

~~hant : Practically nothing. 

R.M. Jr: What have you got? 

Oliphant : Nothing . 

R.M. Jr : (Nods to Mr . Gaston.) 

Gaston: The New York Times would like to have a conference 
with Ros on the Nevt York Port of Author! ty 1 now 
that it 1 s had time to sink in a little . 

Usgill: I ' d have to have a conference with Justice in order 
to get r eady for them. 

B.M. Jr: Whatever you want to do . 

Gaston: I foum out last night why all the pressure was 
on us for motion pictures of the Greek liUnister 
presenting the check. 

H. M. Jr: ~~? 

Gast on: A Greek owns a chain of motion picture houses 
and he ordered this from the news reel companies , 

H.M.Jr : Where 1 s the chain? 

Gaston: I don't know. I can find out . I don't know who -
it was one of the boys, told me the name of the 
IliaD. 

Tom Stokes is going out to the Pacific Coast 
w1 thin a few weeks and he agreed to t ake on a 
story of decentrali zation. 
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Fi.ne. 

I don' t think or aeything else . 

George, Babcock's somewhere in the Tr easury, 
and I'd like you to get together with him a t 
ten and I ' ll see you and him at ten thirty. 

All right . 

(Over telephone:) Ask Dr. Wyers if 
here at ten thirty. Ur. Babcock' s 
appreciate it if he can come over. 

he can be 
here; I'd 
Thll;nk you. 

I got this thing from Tapp this morning, which 
is interesting . I called him up last nl.ght -
I am riding this question of giving people 
enough to eat awfully hard; I don ' t know t~here 
I ' m going to end. I called up Tapp last night 
and asked him to give me the following informa­
tion, and he came through very nicely. 

(To !.Irs. Klotz: ) I'd thank him for his prompt 
service; it ' s awfully good. 

"Attached is the schedule of distribution rates 
for commodities nov: available in Clevel and, 
Chicago and Detroit. 

"In checking these recommended quantities with 
actual disbursements to relief families , it is 
reported by the State Directors of Distribution 
for Illinois, ~ichigan and Ohio that these 
quantities are actually being given to approximately 
90% of the families receiving commodities . 

"Some families however are receiving l ar ger 
quantit i es of foods tuffs on the recommendation 
of case Vlorkers because or the exist ence of 
special need . Likewise in certain instances 
some ramil i e s are receiving less than the sug­
gested quantities on the r ecommendation of case 
workers . 

"Report s from the field indicate that t he rates 
indicated are gener ally as large as can reason­
ably be cared for by recipient famili es in view 
of limited storage space and inadequate facili ­
ties to transport larger quantities of available 
foodstuffs to their homes ." 

• 
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Well, of course, that might mean bad distribu­
tion - giving them too much at one time . 

"The quantities of each f ood being distributed 
do not meet the full requirements of a food 
budget f or an adequate diet at minimum cost. 
The compl et e lack of other resources of many 
recipient familie s however i ndicates that any 
real increase in the present distribution r ates 
of the foodstuffs now available will greatly 
increase the likelihood that a portion of the 
commodities will be traded for other goods and 
services to provide in part other essential 
r equirements of the families • budget, provision 
for which is now lacking. " 

Wel l , that l/Ouldn• t be a tragedy, would it? 

"It i s recommended therefore that consideration 
be given to increasing t he type and kinds of 
foodstuffs available for these families r ather 
than attempting to distribute to them l arger • , 
suppl i es of the commodities now available . • 

That ' s all right . 

Now here is the schedule of quantities of 
commodities i ssued to various size families 
during one month. Well , three or four persons -
this is a month. They get - now mind you, 
this is ninety per cent of what t hey get: 

Thirty-six apples - thirty-six pounds of apples; 
three pounds of beans ; six pounds of butter; 
fifteen pounds of cabbage; fifteen pounds of 
celery; fi.fteen pounds of flour - that's potato 
flour (three pounds is correct for potato flour); 
twenty-four and a half pounds of wheat (flour); 
t •1enty pounds of grapefruit; six pounds of 
dry skimmed milk; twenty pounds of oranges; 

t wo cans of peas (eight is correct) ; ten pounds 
of white potatoes (thirty is correct) ; one pound 
of prunes (three is correct); and one pound of 
rice (four is correct). 

And that ' s what a family is living on. 

That doesn't check with the Chicago list that I 
gave you, from one of the papers . That's a much 
larger assortment than I gave you. 

Regraded Uclassified



Gibbons: 

H.M. Jr : 

Gibbons: 

H. ~t . Jr: 

Gibbons: 

White: 

H. Lt.Jr: 

Haas : 

H. U! . J r: 

Gaston: 

H. M.Jr: 

Haas : 

H.U.Jr: 

Haas: 

- 5 -

No meat at all. 

What? 

They get no meat at all . 

No, this is America . 

Marvelous . 

How does that check with Dr. Parran•s list? ' 

I don't know . 

I got his report last night . 

(Hands letter to Hr. Ki el ey) Have si.Jc photo­
stats of this made right away . 

Incidentally, what they boiled it do~:n to say -
and they caught Hopkins - is that the r eason 
that Chicago and Cleveland ar e not coming through 
is because t here ' s a fight against work relief 
and direct relief . That isn 't the thing at all. 
Now in nothing that we have done have we 
indicated t ha t is t he f ight. Miss Lonigan is 
just back; she doesn't think so. But Hopkins 
is beginning to answer me through Pearson, and 
Al.len. 

The proposition is \': . P. A. i s taking on so 
many people and there is a huge balance left 
over, and they have to t akP care of them on 
direct relief, and they haven ' t had enough 
money . 

That ' s Hopkins' answer to me . 

What have you got, George? 

I have nothing. 

Huh? 

You know 11hen you ' re going to have a meeting 
on t hat other subject? I might tell you what 
my situation is before you give the answer. 
I had something yesterday, but I tore it up 
l ast night. 
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Oh, on t hat . 

Yes . 

Three o ' clock i f anybody•s ready - this after­
noon . 

You want to see it before . 

Yes, I ' d like to meet with Gaston, Haas , White, 
and Seltzer . 

I mean, did you "ant to see the speeches on 
your desk before the meeting? 

No. I ~on 1 t have time, but I will be ready at 
three . 

That memo that Harris sent me - to the house -
on financing , see t hat Mr . Bell gets a copy, 
and Mr . Taylor . It •s a good memorandum. Tell 
Harris I am pleased . And then, Geor ge, if you 
come through with something - see that it 1 s 
circulated; see that it goes to Harris , Taylor, 
Haas, and Bell. It ' s a good memo. 

George . 

I have nothing. 

Well , at three o'clock I am seeing you fellows . 

(tlods to l4r. Taylor) 

Where•s Cy? Get fed today? 

Yes. 

Good chicken? 

Good chicken - milk fed . 

Good. 

(Nods "Nothing . ") 

You, or your wife, would be interested to know 
that !lrs . Banes has had a baby and she 1 s all 
r ight but the baby is in an oxygen tank. I 
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thought maybe your wife r.ould like to know. 
They think the baby will pull through, but don ' t 
knor.. Thursday - last Thursday - it happened 
last Thursday, but I thought maybe your wife 
would like to know. 

Taylor: Thanks. Vlhat sex? 

H. !A. Jr: 

Klotz: 

H. U.Jr: 

Lochhead: 

H. !.I .Jr: 

White: 

H.!I. Jr: 

A girl. That 1 s why t hey are working so hard 
to save it. 

(Laughs . ) 

And you might - I think if you could find out -
I think Johnny's pretty sick. He called.~e 
from the doctor ' s office yesterday a~ &eunded 
awfully low. 

All right. (Nods to Mr. Lochhead . ) 

The feeling continues better! but there 
no volume in t he market at a 1 - just a 
improvement . Generally quiet . 

is 
slight 

Those of you who ere interested in the Czecho 
thing most liltely r ead it, but if you don't, 
may I call your attention to this men - I think 
it is Gedye - G-e-d-y-e. I think he writes 
for t he New York Times. 

He 1 s the men who just l eft • • •••• 

Re was kicked out of Vienna . He • s wri ting 
no" - he's en Englishman, but he writes for 
the Times. His dispatches are excellent. 

!.lcReynolds: Re vias on the radio Sunday evening, giving a 
little ••• ••• (too low . ) 

R. !A .Jr: 

Lochhead: 

H.M.Jr: 

Taylor: 

Vlhat else? 

Nothing pe.rticulerly. 

Herman, you might have Hester keep his ears 
aground on that silver resolution and l et me 
know - you know, the one put in yesterday. 
It ' s known as the Bailey- Oliphant Resolution. 

They are v;orking together al l. right? 

49. 

.. 
Regraded Uclassified
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Oliphant: 

R. lol.Jr: 

White : 

H. M.Jr: 

White : 

Lochhead: 

B.M.Jr : 

Lochhead: 

Absolutely. 

I initialed it. 

What? 

I initialed it. 

Harry. 

- 8-

Yesterday the - they 1ve asked Corliss to keep 
in closer touch with Mexico, and he ' s now 
getting cables . Got a cable late yesterday 
afternoon in \·;hich, he said, the situation is 
deteriorating rapidly, and the peso is down 
to tour eighty last night . 

Well , you'll be interested to know that a t 
Cabinet I said, "Any time, Ur. President, you 
and Mr. HUll. make up your mind what you r1ant 
to do in Mexico and you want us to help you 
financially, we are ready to talk about silver . " 
The President gave me a discouraging look and 
!.lr . Hull said nothing . 

So there is a possibility that the exchange 
may get away from them, and we ' ll be confronted 
With somewhat the same situation ot China, 
in support of Mexican coin. 

The balance is the Federal Reserve. So if the 
exchange is getting away from them it's 
getting away because they are not trying to 
support it. There hasn•t been any big with­
d~awals . 

I'll never forget, as long as I live, that 
before this trouble in Spain we were approached 
to lend Spain five million dollars agains gold , 
and the State Department wouldn ' t let us do 
it because they had a trade treaty pending . 
That's all they wanted - five million dollar 
loan against gold, and it was a hundred eighty 
days, or six months loan. All they wanted was 
five million dollars . Is that right? 

Five million dollars, to release the frozen 
collections . 

• 
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J i mmy said, "No, we 111 have to cl ean up the 
trade treaty fir st . " That was all they wanted . 
Ur. Beyen, of the International Bank, just 
wept here - "l'.'ouldn1 t I do this?" I said, 
"No, the State Depa rtment has put •thumbs 
down• on it." Five million dollars would have 
meant a lot . Same thing in Uexico, except • • •••. 

Except things get worse faster . 

I mean, a hundr ed million dollar l oan, with 
our checlt on the possibility of repayment 
woUld be cheap - it would be cheap compared 
to havi ng to man a whole border with soldiers , 
and everything else . 

Not only that. Our exports in Mexico are 
over a hundred million dollars and have dropped 
to thirty or forty this year . 

Evans talked to the Standard Oil of New Jers ey 1 
who told him they had it fixed s o they wouldn't 
be ~ble to sell a barrel of oil out of Mexico. 

They made that s t atement here a few months ago; 
fellow in charge of all their foreign business 
made t ha t statement, but that's a l augh. 

He had made another statement - you probably 
remember the statement he made about t he 
expert they were getting down in Mexico, to 
get ready for •••. • 

Fix up the refinery so they wouldn ' t be able 
to make any runs through the refiner y . 

They couldn ' t make good on it. 

These Governments can buy all the fuel oil 
they need. 

Are they selling now?' 

Sure . 

Very little, because the tanker s ar e owned 
either by ScandanaviaiBor by t he Americans, 
and they won ' t let the Scandanvi ans use any 
of their taaker s , either . Still, there are 
some - Ger many and Japan have some. 
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H.U: . Jr: Just as a matter of interesti Rarry, find out, 
through the insura.nce channe s , how maey 
tankers are leased OOYI to Kexico. 

White: I 111 have a little memo on the whole tanker 
situati on. 

R. IA.Jr: And how maey tankers t here are which are hired. 

White: Could I step out of the Department . 

H.K.Jr : I think you can do it through the Fed. 

Lochhead: Yes, they can run through the insurance brokers 
up there . 

H. lJ.Jr: Through the Fed fellow - what's his name? 

Taylor: I think, Ylith world.ng on that, he 'd better 
work with Knocke . 

B.M.Jr: I ' d try it first , that way, 

White : Archie will call t hem for me. 

H. !J. Jr: (Nods to Kr . Gibbons . ) 

Gibbons: Friend Dr. Sirovich •.•••. 

Gas t on: Who's friend? 

Giubons : • •••• is demanding a job now with Herman. He 
wants a lawyer 's place. I called Lamar Hardie, 
and Lamar said, "I wouldn' t have that so-and-so 
in my office, •• •• " so now he ' s ins isting on a 
job with Herman. 

R.ll . Jr: Sirovich got very ugly i .n here yesterday. 

Gibbons : He wanted five jobs 1n Barry Durning 1 s office -
temporary positions - and there are five in 
the whole district. He wanted the whole five . 

H, l, , Jr: He got very ugly in here . 

Gibbons: I called Mae - he showed me a telegram from 
Mcintyre - and Mac went slcy high, He got in 
there . 

., .. 
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I refused to see two people yesterd&¥ morn1ll8 
because I was too busy. While I was waiting 
to see the President tor lunch, he saw both 
of them, and he got Mcintyre - •Just what do 
you make me see people for that Henry won't see?• 

This tallow' s terrible. I listened to him tor 
fifteen minutes . 

(Holds side conversation with Mrs. Klotz. ) 

I saw him, and he ' s got a device that they 
developed to a certain point and it went dead . 
The Coast Guard reported on it, but that ' s all . 

That man got in to see the President. The Presi­
dent was furious about it. 

He got in to see the President? 

Yeah. The President was furious . 

He 1 s just a high-pressure salesman. 

And not very high. 

I sent him over to see Waesche. It•s strictly 
scientific measures. I could talk to him a 
week and not know IUITth1ll8 about it - breakill8 
through static with radio, etc. 

Oliphant has hi.red the last one of that fellow's -
I have that nephew of his, haven't I - yes . 

Have you got a nephew of his . He's got - Jim 
Farley says he ' s got more jobs than any other 
man, or course, he stood up for the Reorganiza­
tion - and now he thinka he ought •• ••• 

I don't think so. 

Anythill8 else? 

Nothing else , 

(Nods to lfr, Upham. ) 

I have a few little ditticulties but I don't 
think I'll bother you with thea • 

• 
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H.K.Jr: So do I . 

Upham: We may have a T. v. A. situation over at 
F. D. I . c. One Director has difficulty in 
finding out what the Board does, but that will 
probably straighten out. 

H. M .. Tr: Vlhich Director does? 

Upham: Diggs . 

H.U.Jr: Uac, bow are you coming along with your re­
organization? 

YcReynolds: Well, I am spending most or today getting ready 
to lay it on your desk tomorr ow, The boys have 
gotten everything in writing sot:f ar . I will •• • • • 

H .r{.Jr: As a result, how maey employees have you added? 

l.lcRoynolds : VIe haven't added aey; you can be sure of that. 

H. ll.Jr : I 111 bet you 've added some . Mac , ask Babcock 
if he wants to spend ••. . • • plus twenty-five 
today. 

McReynolds : Yeah . 

H.!l. Jr: I 1m not a very good boy; I've got a lot of 
home work, and haven't done a ny of it. Tell 
you what - we 111 break this log-jam, a s part 
of my home wor k. We'll br eak this log-jam. 
Give me all these confidential things to· read , 
and I dOn't read them. - (Looking through. 
papers on desk. ) 

Oliphant: Hov;•d you like to ·see Cox this Wednesday? 

H.I4. Jr: What's that? 

Oliphant: How 1d you like to see Cox this Wednesday - just 
for lunch, anyway. 

H.Jl.Jr : I ' m sorry, I couldn' t do that, but if he was 
down here Thursday I ' ll promise to see him. 

Oliphant: He'll be here . 

H. !.!. Jr: About ten thirty. ILrs. IO.otz, am I tree? 
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I beg your pardon. 

Am I tree at ten thirty? 

Today? 

ll'o, on ThUrsday. 

(Low conversation with Mrs. D.otz.) 

I ' ll see Cox between eleven and twelve - say 
tentatively eleven thirty. 

(Looking at letters:) Yeah, bere 1s the whole 
---~· business . I doubt it you've read it, Ros . 

·~-- By goUyl He did.n't sign it. There it is. 
That 1 s a letter to go to alae on the Chicago 
thing. 

0. K. 

,.... ss 
• 
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111 dear llr. Prell4aatl 

I aa HB41111 JM 1-.rawt.Ul tw -NIIda. 
OM h ,._ lllH t.atcaa, wllo 

apent laet -It la the t1a14 t .. • 
l.._etlgatln« ana .. la,..nt aon41tl .... 
I \blnlt JOU wUl f1n4 her report .,_., 
1nhraeUq. 

1Moa4, I aa ••n41nc 1• a ...­
port flo.- C. Padaral loarJil•• Go 1-su .. Ool'poraUaa, ehowllll how_. 
food thiJ AN allaoaUn« to l1Uao11, 
Mlohlgaa aD4 Oblo. 

%0111'1 ll.BMI'IlJ , 

The Prae14ent , 

'rhe Whlta Rouea. 

, ,. ss 
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11J 4MI' llr• PHaUoa\1 

Wbea ... J&ac11l _. 1 ... , .. 

1••', '" pota'-4 ..,, \!Ia' r•• ~ 
\hNO ,.oatblo OOIIHII of M\1o8 lJI 
N ga...t to the tax btll. 

'IJO undOH,an4 'hat quHU081 
aN apt 'o arieo &I '• tho , ... , U• 
at ttbtoh 'be btll boo.- 1- 1t U h 
o1gno4 of lf 1' 11 allowe4 '• boll 1 
law wUbd11\ JOUP olpa'-ti!'O• Wo \bl.ak 
U woll14 bo ad'fleablo,. UwrefoNe toP 
JOU. '• ooa..-1' tbo A\ .,.., Chno1'&1 aa 
to t bo oo~~ letral ~~· -' \eebo­
aloalU1oo wbiob eooa •• bo laftlft4. 

81aoorelJ JOIIrO, 

tho Proo14on'• 

tho Wh1 to Kou.o. 
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llq 24, 19JS 

'l'o: !he Secrekr)" 

hoal llr. IIAclll 

!he Coaotl tuUoa, .Article I, oectloa 7, pl'OY14ee: 

• •••• It e:tJ7 Jill eball not be returae4 117 the Pree14ct Y1 \Ilia 
tell Da,ro ( Suadqo excepte4) after it •ball haTI beell preullte4 to hi a, 
the s .. e ohall be a Law, ill lilt• llallller u it he 1184 o1pe4 it, Ullleu 
t he Collgreoo b7 their .&4.jo'Ql'lla8llt prneat iie -.tV1l, ill 'Oblch Cue U 
oball not be a Lair. • 

Ii h ar Ull4erotc41DC that tho Preel4Rt recehe4 the llnllllll 
Jill of 19JS Oll the afhr1100a of llq 16. tho beet bforae4 op1Aloa 
'Oblch I C&ll c-t h to tho effect that tho t111-4AT period lleclao to rua 
Oll !'u.eodq an4 11141 at ll14Alcht oll the 10\11 dq \hereafter, exclu41DC 
SuD4aJ, 01!1 thie collotruciioa tho J ill woul4 becoae law at ll14Alcllt Oll 
J'ri4q, llq 27, Wlleoo the Pree14ct elpe4 1i or Tltoe4 1i bafore that 
u ••. 
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TO a 
FIIOldl 

, 

Secretary Mor gonth&u 
'llr . :Saaton 

ll&y 24, 19M. 

The P>"oourel:l!lnt Di rtaion of the Treuury Department bt.a be-. 

in charge or a ll purchase a fran ...... rgenoy· relief t\md.a a inee July 
1, 1935, under Exocut!.ve Ol'der llo . 7034 aig)Olld by the Preaideat 011 

!lay 6 or that year. 

Pra:a that date up to April 30, 1938, the Prooure:aeat Dirtl1011 

baa purchased supplies , ..,.terial and equipa1ent to tho Talue of 

3610, 049,179 frolll e:D&rgenoy funds. Of thil total $649, 084,638 -· 
for the 'lfol1<a Progress Aclminhtration. 

Pield purchases are made throu&h ~ state ofticee, -.!doh operate 

in eloae cooperation with the State Adolil11etratore or the W. P. A. These 

State offices are under the di:rwct auperrtaion cl the Di:rwctor cl Pro• 

curoment. Theoe officee were originally eatabliahed by the tranarer 
of personnel fr01n t he purchaee departments or the Federal Emergency 

Relief .A.clmil11atrat1cn. Some changes in pertonnel have been made where 

inotrlcienoy -. dieco...,rod . The operation of the State Pr oo1.LI'«llont 

offices bu coot rrom the ate.rt, 1Mluding peraoanel, r ent , light, heat 

and all SOl"Y'iCOI, •• 0565 per dollar or p.tJ'Chaao , 'lthicb Comparee lDOl'W 

than ravor o.bly with tho coat or purohaaing aotlvitha in moot coaner-

cial fie l ds . In addition to their purcl>Ase act ivities, t hose State 
Procure:oont offices have alao had charge or the cliapoaition or alrplua 

59 

lf. P • .t.. oateri&la and han ne&otiatod all leases tor apace necesoary in 

connection with t he W. P • .t.. pr ogram. Diacounta on purohaaea to the .....,...,t 

or $4, 945 ,014 furnish a clue to the errioienoy with which the State ot tioea 

have been administe red. 

llegular routine inapeotiona o f the State Proo\lrel:lent ortioea are 

Diode by reproaente.tivea or the inspection for ce of the Proou.....,.nt Di· 

vision. In connection with theae inapectiona, rtaita are r•sul arly 
me.de to tIll State .t.clmin1atrator a , on eompletion or the inapection, and 

reports to the Procurement Diviaion tail to note t. aingle inatanoe in 

whioh tho Stat e Adml nl etrator haa not erxpreased hia aathtaetion with 

the :annor in 'lthich the procurement wo11< 11 bolnf; adcl1ll1ate~ and hil 

appreoit.tion or the ullistance that i a baing rend•~ to the relief 

pror;ra b-J the State Procurement ottioea. The Proour«ac t Dirtaion ht.a 

received directly in .,..ey inatamoa o.....,ndatlon rl'OII ottieero ot t la 
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Worka Progreas .l.dminhtn.tion, partioularcy t or inatenoea of onor~tio 
ooopore.tion by t ho State Procurement ottioee where material bad to be 
aoquirod ~cliatel:y to klop 1rorllara •plo:ylcl. It bu abo reoeind 
a great I1UI:lber of llttera trcr:a Tonclora ot ateri&lo oam"""'~ tl» 
bai1Daullko prooedure 111 etteot . 

Conoel'l11n£ tl» aooompllohmente ot tlw Prooureoaent Di •hion ancl 
the prooedure tollO'II'IId, 'lfith partioular rotorenoe to toxtiloa, one tL the 
Auiatant Admlnlatn.tors of tho Worlco Progreu .l.dminietn.tion ocaoentod 
thet oentralilod puroh&eing through the Proouroment Dirteion had elimi­
nated all poee1b111ty ot ohargeo ot gn.tt Alld ta•oriti• md h&To ro­
lievod tho Stete organl.catione trca tho preuure ot looal intoroato. 

tho oontral ottio .. ot tho Proou~nt Dirtoi~ Wuh~on 

h&Te maclo pur..b&aeo ot beay:y oqul.~nt and ot textile• ~be Worlal 
Progrou Admlnletn.tion. fhoao puroh&eoe h.a'f'l boludod 1, 740 unl.tl t£ 
hoay:y equipment 'f't.lued at t2,908,0S3. theeo inoluded 11\loh iteme u 
air campreaeore , concreto aixora , JNIIP•• tn.otoro , automobiloa, truoko 
and road mo.chinory ot 'f't.rl.oue t:ypea. It 1a eotim&tod that a oartng ot 
opproxim&tol:y t236,000 fto maclo by thlo oentn.lhed purchuing ao oca­
parod to 111D118rous puroh.aaea ot me.llor (flantitl.eo in tho aover&l Statu. 

Sl.nGO tba bog1111lin& or tho 'lf.P.A. progr• and up to April 30, 
633 proposal• be.vo boon l.uuod, covorl.ng tbe purobuo of 322, 699,666 
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yards ot toxtilea, in quanti tioa 'f't.!'ying trca throe thousand to twont:y-t'lfo 
million yarda. In addition to theae quantitiea "propoaal,a , aO'f'lring 
aixt:y million yarclo 'Ifill be iuuod ll&y 26. 

tho r O(flilition oOTOrl.ng thio latoet propoMd purch.aeo ,.... re­
ooi~ by tho Proour-nt Di'f'ioion on tbureda¥ U'torn0011, llq 19. flw 
requioition coTOro 67 dirtorent ld.J1da ot ootton toxtiloa tor 76 po111te 
ot d1otribut1on oountr:y•'lfide . this requilition rnultod tr<& le'f'ln.l 
oontoronooa bot'lfoon reprooontatiTOa of tho ProoUJ'elllllnt Di'f'ilion and tho 
ottioo ot the Aasiltant Admlni&tn.tor of tl» Workl Progreso Adminiotn.-
tion 111 ohargo ot ,.._n1 a aotirttieo. Tile oonterenoea Yore oolol:y 
oooupiod 1rith 1r0rk1ng out the dotaila or thlo largo puroh.aae prosram. 
Tho Prooure•nt Di'f'ioion h.ae made IVOry effort to expedite the plll'chaoeo 
and hu m&cle no •114&••tion to r det..7. It oan be opproeiated that tlw 
Pro~nt Di'f'ioion oan not proceed 'lfitbout a requioition and that the 
preparetion ot aooun.te and oatietaotor:y propol&la , 111 tho caM or 1 0 

larso and diTOroe an order, req.lirea tt... tho Pro~t Di'f'ilion 
hao ooooentrated ito attention aDd 1 1 eng.ged in O'f'lrtiae York to prod11oe 
tho propoealo and will obtain a oontreot b tbe ohortoet pooaiblo tl.Ju. 
In addition tlw Dinoion 11nt out on ll&y 20th, at the request of tlw 

11', P.A,, tolo~;rophio bid• tor 2t million ot tlw 50 aillion yardo to -t 
an U111xpeoted ursont need in aix Statoa tor eight ot th8 to.brioo. !118 
a'l'erago ooot ot hxtilea purobaaod through t1w ProO\ll'OMnt Di'f'ilion tree 
October, 1936 , to lfq, 1938, baa been •• 10635 per yard tor a total o r 

1 

Regraded Uclassified



- 3 -

322,599,4:15 yardo ot cotton toxtiloo purcbuecl , 

llot only hao tho Pro011rtaent 1>1rto1on bHn c-ended by repre­oont&t1no or ibo W.P.A. tor 1ho otfioiont -.mwr in which t~o• textile pu.rchaoeo haft been ~led, but there bao t.loo bHII1 i'o.Toroble o-nt by textile trade po.poro .,d in letter o r eoehecl 1Tca ~ ot the -u­i'acturero . It 1o definitel:y knoom tbat all purcbueo o1' textileo ban boon o.t o. price loll thm tbo 11boleoale marl:et price aDd & conoerTt.tiTe eot1m&te ot the reoult io that the o&Ting t o tbo Govenm.nt baa bo., in exceoo ot t4,800,000, 

In eTOr;y requioi tion ouboitted, to tbo Procul"fttint Di rtoion tho date ohipment 11 deoired 11 1nd1c&ted &Dd there bao been no inotanoe 
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in 11b1ch tho dt.te oi' ohipment baa not bHD •t• In tho cue ot textlleo, in order to o.osuro the higheot qualitJ, &rr&n~nte h~e been llld.o with the Q>artermo.ater'o Depo.rtmont or the Anttlt tor the det&U ot okilled textile iDapoctoro !'r(a tbo clot:hing depot in Phil&delphit. to tho tactorieo in which tho tabrico &ro bel.nf: produced, 

There have been JUDY inotanceo in .,..ich untoreoeoo.ble cir C\IIUtanceo have recpired UDUout.l apH4 in delhor;y ot goode on order, !118 PrO<Nro­ment Dirtoion in theoe 1notanoeo &1~ tokeo extro.ordinary otepo to obtain early deliver;y &Dd in JUDY oaaeo IIIIUW!&oturero h~e been illduoed to pick up r equipment &lid ouppliea trca T&riouo po.rto ot the oo~mtr;y &Dd to ruah thllll to t~ pc>int wbere tbe;y -re needed. 

llhile the prepa.rotion of opocii'ico.tiono 11 ordino.rily & reopono1 -b111ty or tbo o.clminiotro.the ot&tt ot tho W, P.,A., or o~r e•rr;enoy o.r;onc:y, both St&to Pro~nt offlcero &Dd otriooro ot the PrO<NTOMnt D1Tilion in 1ft.eh1~c>n trecpently conoult With the W. P.A. repreoent&tivoo &Dd &drtoe &Dd uoi ot them in tho prepo.roti<>n ot opooitioo.tiono. Tbore ho.o be., throughout tho 110ot 11boleh8arted &Dd a&tiott.c>tor;y oooporo.tion betwen the Proou~nt Dirtoion &Dd both the llation&l a nd State ot&ti'o ot tbo W. P. A, 

rho foregoing ohould Uluotrote the '""" oalient &dTt.Dt&geo ot th8 ayotea or oentr&lhod &Dd export puroho.oing eorrtoe througb the Procure­mont Dirtlion. It io be lie'fed that it would be & 110ot Mriou. llliotoke to abo.Jidc>n 1t or 010d1ty it in Ill¥ eoaenti&l po.rtiou.l&r, 

- oOo--
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TJIIEASURY DEPARTMENT 

s..ere~ ;r;;;thm 

Yr. HSaYffl 

..... Va.T 211 , 1938 

Attached ar<~ throe e op1oa of t!ias Lonicnn ' a Nlport cover1~ her 

recent t rip to Cleveland, Tol edo and Detroit. 
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To: 

From: 

The Secretary 

Mise Lonig11n e.1.. 

Ma:r 23, 19~ 

Wh&t ha!)pens to relief t'am111ee in Clevela.nd when 

rood orders are stopped? The answers are varied. 

•some fami l ies manage tor a while. It's a challenge. 

They go back to relatives who give them a little. They get 

credit at the grocers.• 

"They take it. But they take it in a way that scares 

you. They go into their shell." 

"The grocers in poor neighborhoods have been closing 

down their shops. They eay they cannot bear to refuse t'ood 

to t he families it' t hey stay open.• 

•surplus commodities had to close its local stationa be­

cause the city had no money. The workers had to stand in line 

tor hours at central stations to get coamodities. It was the 

most awful thing. Sometimes the l ine was three or tour blocks 

long. I t ' s bad to have unemployed men gathered together tor a 

long time like that. They get ugly. I s aw one man take f our 

pounds of butter and I involuntaril;r asked him how many children 

he had. He said, 'Nine, and what the hell is that to you.•• 

"The gas company is withholding euepsnsions 1t' the relief 

agenc:r gets the notice in time. Pamilie s do not always know 

make arrangements in time. • 

1 
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•one family had been ~ithin two monthe or eetabliehing 

residence in Conneoticut, but was sent back under the settle­

ment laws. 'l'be man worked at Good W111 Industries to get a 

stove , but had no aoney to have the gae turned on. We can' t 

decide whether to use their money for cold rood, or spend it 

one week t o have the gas turned on. • 

"Teachers write in that the children sta7 home from school. 

City doctors demand emergency rood orders.• 

1 I n our station the families say at three o'clock, 'I have 

t o go now. It I don ' t I won ' t get any rood when they throw it 

away at the market. 1 'l'be spo1led and unused rood is dumped i nto 

the street when the market closes . The workers bring baskste 

and bags and take it home. • (This d1etriot includes oheap sales­

men, little racketeers and ' the unskilled labor for the steel 

a1lls. ) 

1 Tbe worst oaees are those that Just stand there and cry 

and ory. They ' re like doge that have been whipped so n111ch they 

don 't dare to bark. I'd do anything to out a little tight into 

them. We thought of going down, a group ot us, to Preeident 

Roosevelt - - not a pressure group or representing anybody but 

those who knew the families -- and ask h1a please to restore 

Federal relier.• 

There is nothing new in this situation. It has been 

going on, at intervale, a1noe 1935· Ite counterpart can be 

round in many Statee. 

• 
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sources 

I talked with WPA executives, heads of relief agencies, 

members of the Unemployment Compensati on Commission, and 

officers or the CIO. 

The States 

The Ohio legislature was convened in special session 

65 

May 16th to deal with the latest relief crisis. They promptly 

appointed en investigating committee to study relief chiseling 

in the cities. The committee was made up chiefly or members 

from rural counties who were said to be extremely hostile to 

urban relief. No relief bill can be passed before June first. 

At the last relief crisi s the Ohio legislature appropriated, 

in several bills , about $12,000, 000 tor state relief tor the 

entire year. The League or L!un1cipali ties is asking 

$70, 000,000 tor aoout half a year. The minimum estimate 

for Cl eveland is about a million dollars a month. 

The legislature assumed thnt the cities would match 

State tunds, but the law provided t hat levies above the bond 

limite must · be approved by 65 per cent or the population. It 

is not possible to get such approval. Even families on relief 

vote against relief levies. They have voted tor heavy sales 

and other taxes which they thought were goi ng to the unemployed. 

Now they will not vote more, at l east not by a 65 per cent vote. 

The City 

Cleveland haa tour kinds or aid tor the needy. 'liP A, 

city relief, surplus commodities, and county aid ror 

transients and unemployable&. 
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IPA had 21,000 workera 1n Cleveland on Deoeaber 15th, 

and 65,000 in llld-May. 'fhey had 17,000 appl1oatione ot 

oertitied workers on tile, ot whom 13,000 were employable. 

The other 3,500 workers were olass1t1ed as 1 employable1 b7 

relief authorities but were not able to work on IPA. 

IPA has given to Cleveland one ot the highest quotae 

in the United States. Standards ot adll1se1on to IPA are 

very much easier than tor relief • 

• 1'1: (trtt~ auditor ie now ine1ating that IPA, and not 

the oi ty, should make the auppleJilental p8.J118nta to IPA 

workers who get extra rel1et. 

l'he oity now baa 25,515 families on d1reot relief. 

On Uonday , the 16th, the 01ty Oounoil ot Cleveland made 

another emergency appropriation ot 175,000. l'h1a was 

euttioient to give 7 day rood ordere to all relief families. 

The last previous order had been a 3 day order, given onl7 

to tam1liea with lllneae or other oritioal neceaaitlea. Be­

tore that there had been no food orders, only surplus 

commodities. Rente are paid only 1n oaae of ev1ct1ona. 

Several reductions have been aade 1n food budgete. 

ror eeveral weet e the only rel1ef funds haYS been 

transfers from funds earmarked tor eponeore 1 oontrlbutione 

to IPA. 1'he moat recent funde were taken from salaries of 

atreet oleanera and other city wcrkere. !he street cleaner• 

are near-rel1ef faall1u. '!'hey will pr0111ptly appear in new 

relief applloat1one. 
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sta rr workers in relief offices have not been paid 

s ince about April 25th. They are borrowing, selling 

i nsur ance, not paying t heir r ent. In some otti ces there 

a r e no tunds tor otti ce expenses and the unpaid ott1ce 

workers pay for pencils, paper, paper towels and other 

conveniences. 

s~tellite Cities 

The Governor ot Ohio also obtained last spring a 

law proViding tor comple te decentraliza tion ot reliet 

fo r empl oyable& , on a city instead or a county basis. 

As a result the metropoli t a n county ot Cuyahoga admin­

i Aters relief through a large number ot cities, all in 

the same industrial zone. In one ot the small outlying 

citieo n large manufact uring plant is located. The city 

has Just finished a million dol l a r school house, with 

sw1m~ing pools and s~ower bat hs, and a beautiful new City 

Rall. It ha s almost no relief problem. Its unemployed 

worker s l ive 1n Cleveland. 

Cl eveland gets t he r esi dual relief load from t he 

surrounding industrial area s, but ha s a s a tax base onl y 

pr operty within t he corporate limits or the city i t self. 

That i s why the relief probl em or the cities i s i ncurable. 

The County 

Under present Ohio law, the county takes care of non­

r esidents and unemployables , • paupers•. 

A great deal or energy ie used by ci ty and county 
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agencies in deciding Who is i n charge or whom. 

All be abolished under a county-wide ays.tem • 

Thla would · 

. For example , a man disabled by tuberculosis Whose 

cousin gives him a room can get no aid from the county because 

he ie not a pauper. The ci ty can paJ no rent t o r elatives. 

But if his cousin puts him out and s ends hlm to a cheap rooming 

house he can get county aid. 

68 

Curi ously , county aid i n Cuyahoga is now tar more generous 

t han the city aid. The voters approved a 65 per cent levy tor 

county tunds because it was tor general administrative expanses, 

at the same time t ha t they turned down purely relief levi es i n 

Cleveland. The county is spending nora than its budget on 

relief. The money is bei ng t aken rrom hospital and other State 

deoartments. 

About half the total expenditure goes t o non-resi dents, 

while Cleveland families do not have food. 

The county maintains an excellent system of workshops 

{very much like the Washington Selt- nelp Exchange) where worke rs 

{unemployablea) repair county furn i ture, make clothing, repair 

shoes, provi de barberlng, and run the house t or homeleos men . 

SurPlus Commodities 

With the stoppage or rood or der s , Surpluo Commoditie s 

Corporation ohipped to Cleveland dry skimmed milk, pot atoes, 

prunes from t he coast , and ten carloads or flour, above the 

regula~ allotmanta or rice , b eans and peas. 

Purchases are limited to ot tioially declared aurpluseo ot 

the Departme nt or Agricul t ure. The pur chased rood 1e ehlpped 
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to the nearest available distributing center, to save trans­

portation cost. Ownership of the commodities stays with 

rscc until they are ready for physical distribution. 

Physical distribution or surplus commodities is usually 

R WPA project assigned to an agent or the FSCC. In Cleveland 

dlAtrlbution is by the county and city. 

Because the city has no money tor trucking services 
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(abou t IUOOO a month) t he Corporat ion had to abolish lts retail 

outlets , and reestablish a bread line. •I saw toment3 ng in 

that cro~d ideas t hat might make trouble- It' s dangerous to 

have men 1n such a state or mind so close together for a long 

tlme•, said one worker. 

Employees have not been paid. The workers have appeared 

!Ivery day for work, '110rked ove rtime, a.nd maintained normal 

discipline. 

People interested in surplus commodities think an ex­

oansion or commod~tles is the beat possible solution of relief. 

"':'he grocery order is dynamite. Grocers made good". Purchase 

or suppleoental foods by the county would provide a balanced 

budget . (Soc i a l workers are bitterly opposed to co~~odity 

distrl but1on. ) 

The value of commodities distributed in Cuyahoga County 

in 19}7 was $4}g,ooo . In the entire State it was $2,149 , 770. 

The quantity of commoditie~ distributed in Cleveland in 

April 193g was: 

Apples 

Butter 

Oranges 

}4,294 bus. 

51,597 lbs. 

139,g50 lba. 

Potatoes 1,337,}gO lbs. 

Rice 5, 707 lbs. 

Value $ 75,451.90 
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Toledo 70 
Toledo 1s muoh better off than Cleveland. They have not 

stop9ed relief. They borrowed eome money from the sinking fund, 

which Cleveland could not or would not do. They are running 

on credit . The city is $300,000 1n debt. It does not par ita 

grocery billa. Wholesalers carry the local grocers. The State 

auditor in Toledo permits them to spend beyond their assets. 

The State auditor in Cleveland stops expenditures. Thie may be 

part of the Mayor ' s program. 

Toledo is now, however, getting close to the end or its 

credit . The staff in Toledo is still being paid. School-teachers 

are sti ll hired at their basic rate , but paid a percentage of 

their salary. 

Landlords raised rents generally in Toledo this March. One 

specific instance was an increase of 67 per cent. They will not 

even discuss temporary rent reductions. Tenants in Federal houses 

are suffering severely. Agents make no allowance for unemployment 

and will not even walt for 1PA checks. When they moved in the 

tenants had eold their stovee and iceboxes because they didn ' t 

need them. They bought new furniture which t he installment 

compani es take back. When they are dispossessed they have nothing 

to move. 

HOLC is d1spoeeeaaing new del i nquents, who made their pay­

ment a until the f act ories shut down. The workers want the rules 

on foreclosure to be adjusted locally, instead or having each 

single case referred to headquarters. Families are using money 

needed f or food to make HOLC payments. 
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Employment is estimat ed to have decreased sinoe April. 

outlook within industry 1e extremely unfavorable. 

The 

The expected machine-tooling program di d not get under way 

in automobiles. There are rumors that the automobile show will 

be postponed until January, a change which would postpone revival 

or ecployment untll the end or the year. (The astounding f act 1e 

the total absence of r e liable information about t he automobi le 

imlustry, nnd the consequent power of r umor to affect public 

r eeling .) 
" Uine workers 1n t he southern count i es are on half-time or less. 

Placements in lake shipping average about 50 per cent or a year ago. 

Two-thirds of the f arm labor in rural counties i s on Wl'A. Farmers 

are buying machinery to take their place. The WPA wage-rate i s 

about twice the farm labor rate. 

The WPA asa~~es that its •stat i c load1 after the next re-

covery will be twice as high as i t wns in 1937· 

•The New Denl has saved CIO.• Two-thirds ot the CIO workers 

are outside the factories. CIO is rormlng WPA auxiliaries to 

OrBnnize their former members now on WPA. WPA officials are keep­

ing i n close touch with CIO local lenders, helping them to under­

stand reasons tor WPA policy, givi ng them aid in meeting problema 

or relief procedures, and helping thee prepare materia~ tor 

relief hearings . CIO mecbers are tully aware or the aid the 

administr ation has giver. them. 

Sabotage 

There seems to be no q~estion that power ful forces i n in­

dustry are seeki ng to prolong unemployment to defeat either the 
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New Deal or CIO or unemployment compensation or all of them. 

•Normal men in industrial circles who used to talk frankly about 

anything now froth at the mouth -- I t ' s even i nvaded our homes. 

we have had to ask our guests not to discuss national politi cs -­

One o~ ny fri ends went to Ireland for eix months . He sai d he had 

plenty of time t o r ead the American papers. He even found pro­

pngnnda in the recipes, remarks about the shortage of f oodstuffs 

or i nsinuations abou t high prices. • 

I t 1s still possi ble , however, t hat forces outside or industry 

may defeat any consci ous or unconscious sabotage . Co~~entators 

ignore entirely t he possi ble effects or European arms pur chases , 

the Aoerloan naval pr ogram , or the bottom put under deflation 

by other government spending. They i gnore also the fact thAt 

H•nry Ford may quite suddenly decide to go into volume production. 

I t would not t~ke the others long to follow . 

Violence 

Tnere are no outward signs or violence t oday. Under the 

surface the materinle for violence are t here, inert, under 

ter r ific pressure, safe unless a match sets them off. 

In the matter of relief Ml~hlgan i s in far better shape than 

Ohi o or Illinois becauRe three governors, t wo DenocratR ond one 

Republican, have refused to put politics into relief. I f violence 

comes , the eruption in Uichigan will be far worse than i n any 

other State. 
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TREASURY DEPARTMENT 

DAn MAY 24 ma 
•o S.oretar)' lorpntball 

••oM BerMD Olipb&at 

JeapoMinc to 7our !'eel~»&t 1A Start leetillc tor nueetiou, reprd­

leaa or oee'a tie14 ot worlr:, rq op1n1oo aDd &UC~~ .. tiou are u toll.on• 

'lbere 18, tirat, tbe problaa or reatoriq a '001- or oouu.ptioa 

that will reTerae tbe present treDCl, and tben or attacld.nc tbe tuDduental 

eauaea that .alee tbe pu.p ao dU'ticult to priM aDd ao fluiok to lose ite priM. 

I approach the tirat problaa, i.e., 'luiok, -rg&IIC7 _.urea te 

rnerae tbe preaent trend, with tbe uau.pt101l that tbe 8ltw.t1cm 1e coiac to 

get auch worse, and tberetore aore draa tic reaediee than baTe been oouidered 

are r&flu1red. 

I 11111. t rq aucgestiou to thiac• which C&A be cloDe aDd dou DOW. 

rach ot tbe euaeatioDB tor "-41&te actiOD would contribute &lao to tbe 

aolut101l or tbe aeoolld problaa ot oorrectiDc 1111derl71ac dU'ticul tie& I 

(l) Our Federal el<Ciae and aocial .. curl tT taxee are detlat1011&1'7 • 

Tba PresideDt ahould be ginn power tort.hwi th to awpead &ll7 aDd all ct t.m., 

thlll leaYiac ill -re· ballds hulldrecla ct .UUou or doll.ara whieh u 

will tab Ill -the otberwiae to pt iato tbeir buda. Tbare baa beea 110 

r&COYSJ7 except in periode wben the total debt, public aDd printe, aa a­

polldhg. lhltil tbe total ot print& debW tvu aro11114 aDd beelU to bcreua, 

tbere ia DO alt&l'll&tift bat to boreue tba tatal pablio debt it ~1'7 

is to be be4. 
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(2) The virtu.! repeal. of the undietrl.buted protita tax wUl 

be detlaU<marT to an uount that wUl cancel out all that a rerlnd 

p . w. 1. lldght hope to acooaplleh in au.ulat:lng produc:U011. SUch r... 

peal i a dau~ detlaU011&1'7 1 tirat, ainc:e leaa coruruaera' tlmda wUl 

go to atockboldera, ad aec011d, a:lnce •ore c:orporate eendnp wUl so 

to pe;r ott c:orporate debta. I predict thia move will be def'laUOil&%7 

in the neighborhood or a b1lli01l dollar a ~. Accordingl;r, w:r 

aecood. au.sgeaUon or •~•thing pracUc:U to do at ooce 1s,not to atand 

OD fonl but, to fight for the Tflto Of the fax 8111. 

(J) luaeraus l arge tirlls, notabl,y chain dnlg stores, have Pl\t 

oo a c:upa.1gn to bu:v goode at lower pricea and eell thea at lower 

prices. This effort to secure a larger voluae at lower prices ahould 

be helped along b7 caJHoe the heeds of these t1raa to W&ehington to 

to._ate plaDa tor an l=ediate, wider adopUOil of thia ..ergen~ poll~. 

See the attechecl chart in thia COIIIIecUOil. 

(4) Stre.us ebould be e.uthorhed, through Peoples, lwecliatel,y 

to give t1n1 orders tor the eDormouB quent1Ues of building .. terit.la 

e.nd supplies which hh project will require . Thq can thua be obtained 

at greet aarlnga and tht.ir MllUte.cture can ett.rt e.t OllC8 and be uaecl u 

till-in orders. The Gown>~~&llt ebould tel<e thie in...,tor7 rial<, writing 

ott ae a lose ~ o~lJuT:lng, wblch lose wUl be 110re than counter­

balanced b7 the .. rlnsa in price. 

(5) The Cald.Det ebould be reorgudsed to get quieter and b.t­

ter eoordint.ted acUoo. - eugeaU011 of a •tearing or eoord:lnt.ting 
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ca-l ttee 1e t.antuoUIIt to tbe euueet.iota of norp.niaiDc tbe CabiJie' 

aDd will be no aore euooustul than Wall<ar wae u bee4 ot tha WaU~ 

m.eZ'IenCT CouDcil, or t11an Rl.ohbera u "llepprt;7 Preeid•t. • 

oOo 

TurD1Dc DOW to tbe 1eoolld problAio, ~. tbe llllder~ oauaee 

that make tbe p..-p eo difficult to priJDe and eo quick to lose ita priM, 

tbere are two tieldl in which acU w1 t)- pl'Oidsee -t• 

(1) ColltiJI-.noe alld al.argeMnt of preHDt effort& to set ~ 

prices down eo that tbe IQOC!e eo priced will excbanp 110re treel;r w1 til 

goode subj ect to ooapeU tioe, !hie 1e tbe aoet p .. ctioel and pl'OIIieillc 

atteck en the 110et iMportant areas of UDUpl07Unt. 

(2) 11e&1ures to increase the uoUIIt of tbe total,811DU&J.. dol.ler 

product of t..de and illduetl)< which non back into oona..-pUon. .laq 

the 110at ettect1Ye Muuree tor t his JI'U'POII• are lower OODI..-pt.ice taue, 

higher death taxae, higber taxes en tbe larcer u.oc-a, alld taue to .S... 

crease sterile &4Clallll&t1on of tullde 'b7 corporaticee. 

lttac•nt 
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TOTAL 

tt2t - 1833 

t9)l • ttle 

OUIIA&LE COOOS 

l t Z t • I t)) 

t tJ J • 193& 

NON • OURA&LE 
COO OS 

192 9 .. 1933 

tU J • t9Je 

t 0t.l lll ( ( t ,-. •1111C.U • NAfiQNA\. al.I• IA.U o r l COHOWIU 
"IIIOC.UCUOM• ~C.ot iii•L 111Ull1¥t aO ofiiiiD 
CV'I.O'I'WlMT • 'l0 l.._lo.r.. III(UIIIV( K AlliO 

••.-•oc. ... .s- • u•c""u 0 ' L•.o• "'""•'•<• 

AND NON-DURABLE GOODS 
1929-1933 AND 1937-1938 

[ W,LOY ... EN T 

~'t"C£N1' 

z_o __ --=~--"'~-!--"::...-'•:.:o ~ _.!2... 

• COWh•!.JOfol.) v .IIO( Of" .. ,, .. t .. Ol • lS , .. lt l t TO 1..0• ' "'lill•lt n.: lt ,U 0 111 l t .U 

lo'"O '"" "" t fll')'(a(S 1H ltJJ TO ' CI It\1Afll1' l tit. 

PAYROLL S 

P(AC(Nf 
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TREASURY DEPARTMENT 

INTU O,.Plc• COWWUHIC.ATfON 

•• ,. !lay 24, 193!! 

TO 

SUbJect: 

~~reta~orgenthau 

IAr. Has. 

June Ft oing: Preliminary 

I n ecce respects the June f inancing is like the new tive­
c•Ji t bridge deok: There ar e more than the usual number of card a, 
combinations, and choices. The more debatable alternative s are 
discussed below: 

I 

Shall we otter t o refUnd the September note maturity along 
~;ith the June note maturity, thereby increasing the June refund­
ing opera tion to $1 , 214 mill i ons , but making possible the el i m­
ination ot a September finanoing opera tion? 

~ 

(a) The market 1 s now in a very favorable condi­
tion to recei ve a large Treasury financing. There ie 
a very str ong demand t or Treasury notes and bonds. \7e 
could not confidently expeot th1a background to be 
greatly better in Sep tember; whereas, 1t 1e easily con­
ceivable that it might be e1gn1t1cantly worse. For one 
r eaBon or another, three of t he last tour September 
financinge have faced unfavorable market oond1t1ons. 

(b) The green signal could be given to the pri­
vate cap1 tal markets for the next e1x months if the 
expanded refunding offering were acc ompanied by an an­
nouncement that the Treasury would oonduot no other 
major finanoing operati on until December 15 • 

.9.2.!!.!1. 
(a) There is no urgent reason to anticipate the 

September note maturity. The technical baals wlll 
exist t or at least as h1gb a market 1n September as 
1n June , slnoe excess reeervee will probably rise above 
their present level by soaeth1ng in the neighborhood ot 
one b1ll.i on dollars by 11114-Sep telllber. 
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(b) Unleaa oaretully explllined as a matter of 
tlnanclng convenience , and coupled with an announce­
ment that no financing would be conducted in September, 
the anticipation of the September maturity by three 
mon th s might give rise to unfavorable rumors. Thet is, 
i n the absence of specific explanations, speculators 
&nd rumormonger8 would be stimulated to manufacture 
t heir own, whi~h might run in terms of the bad tr~ngs 
anti cipated in Washington by l a te summer. 

(c) The large amount involved it the September 
maturity i s anticipated would make advisable a joint 
offer ing ot note s and bonds. Such an otfering might 
r esult in subscriptlone overwhelmingly concentrated 
f or one or the ot her security. I t the concentrati on 
favored the ~nds1 complaint would be made because ot 
the reduction ot ~1 , 000 millions or so in the supply 
ot short - term inve s t ments , on top of t he current pro­
gram or bill redemptions . It the bulk or sub script i ons 
were for t he not e s, on the other hand, unfavorable com­
ment would doubtless result. 

The r el ati ve pricing would, of course, be 
highly influent i al 1n d.etermining concentration. 
I t may be noted that in the financing of last 
December, $2~7 millions of the maturing notes 
were turne~ in t or bonds e nd only $13 millions 
tor new not e s . 

It notes are of fered jointly with a long­
term -- say 25 years -- rather t han a medium­
t er m bond issue , the chances would be greatly 1m­
proved tor a more equal divis i on of the subscrip­
t1ons. 

(d) It an attra ctive but uniform offer is made to 
the holders of both the June and September notes, the 
value ot the otter t o t he latter would be about 20/ J2nds 
smaller than t o the f or mer. Tl"at i &, the Sentember note 
holders would have to give up t he right to it percent 
i nter Pst tor three months, which amounts to 20/J2nds; 
~bereas the market rate of interest on Trea sury paper of 
three month31 maturitY is less than l/J2nd at this time . 

79 
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I t must also be noted that the minimum premium 
needed to assure t he success ot the refunding eo tar as 
the seytember note holders are oonoerned would be 19/32nds 
to 20/32nds, tor the same reason. It a security com­
manding a premium ot one point were offered, the etteotive 
premium to the holders ot the september notee would be 
only_l2/32nds. 

An interest adjustment in favor ot the september 
notes, in addition to a liberal spparent premium, might 
conceivably be neoesaary therefore. 

II 

Shall we ps.y ott in oaah either t he June or September 
note ma t';uoi ty? 

Pros 

(e) This would permit a more rapid utilization ot 
dester111zed gold, an~, therefore, a more rapid oreation 
ot additional exoess reserves. 

(b) It used in september, it would eliminate the 
necessity tor a september financing; with the advantages 
previously cited. 

Cons 

(a) '!'he tunds disbursed would probably have to be 
r eborrowed bef ore the December financing; and this would 
mean, in etteot, the eubstitut i on or additional bills 
t or the redeemed note issue. It would appear wi ser to 
reserve our ability to issue bills tor new money require­
ments; and to utilize the present opportunity to retund 
both caturing notes into five-year or longer obligations. 

(b) n te oaeh rede~tion, without preferential re­
funding subsoriJ1;ion rights, or either note issue would 
come as a ahook to the Treasury note market and would. 
cause a downward adJustment in t he aarket prices ot 
Treasury notes. Significant loaaea would be infiicted 
in arbitrary fashion upon holders ot Treasury notes, 
those holding the nearer-term maturities probably eutter­
ing most. 

Regraded Uclassified



Secret ary Morgenthau - 4-

III 

Sllal l new money be raised i n J une? 

Pros 

(a) In view ~f the virtual certainty that Concrrees 
will enact a l~rge snend1nG- lending progr am by June 15 
or eoon ther eaft er , it may be argued t hat the Treasury 
should t ake a1vantage of t he pre aent f avor able market t o 
raise a portion of the needed funds , 

(h) In !.larch and June, 1939, the Treasury f Rees 
note matur1t1ec o! ~ 94-~ mil liono and ~1 , 294 millions, 
re soeotively, a t a t.me when its ORsh requir ement s may 
be near t heir oeak t or the current recovery pr ogram, 
and when conceivably the ma:ket may be unfavorable. 
It would be prudent , t herefore , t~ get i nt o a position 
to avoid the necessity of raising lar~e amounts of new 
mone·r in c'ln.]unct1on w1 th the t!a::-oh and June refundings . 

(c) Tho bank1ns system would benefit by the 
incr ea sed !!Uppl y of Trea sury obligvti ons , pc.rt1oularly 
1f short-term obligati ons were included; and t he 1n­
c::-cased supply would tend t o reAtra in mc.rket prices 
from riain~ unduly . 

Cons 

(a) Wi t hout raising any new money, the Treasury ' s 
wor~ng bal&ncP a t tte end of June lc es timated a t more 
t han ~1 , 500 milli ons . ~QlS is aft er allowi ng for cash 
redempti ons of Treasury bi lls amounting to $50 m1ll1one 
weekly up to June 15 and $250 mi llions 1n t he eucceodlng 
three days, I n other words, no new money i s needed, 
Jud{;ed by any ordinary standards . 

(b) The sale of inter est-bearing secur itieo to 
!~create such an abnormally high working balance ~ght 
~ell occasion unf avorable comment. I n add! t1cn, t he 
mone~ary and banking effects would be in sharp contrast 
with t he objectives of t he current bill ret1::-ement pro­
gram. That is , the raising of new cash a t thi s time 
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would slow down the disbursement of the recently dester ­
ilized gold, thereby slowing down the i ncreases in the 
total reserves of member banks and in their excess re­
serves. 

(c) Our December note maturity ie relati vely small 
$~33 millions; an~ some new aoney could conveniently 

be raised in conJunction with the retund1ng of this issue. 

(d) In addition, a billion dollars or more of new 
money could be raised ei ther before or aft er the December 
financing, through Treasury bi lla. The market would wel­
come an increase in the volume of outstandi ng bi ll issues. 
The present volume will have been reduced by JUne 18, to 
$1,150 millions -- the lowest since 1933. As recently 
as septe!l!ber 111-, 1937, our bi.ll volume amount ed to 
$2,750 millions, and it amounted to $2,4oo millions on 
December 9, 1937. 

IV 

82 

Rela tive advantages and disadvantages of short- , medium-, 
and long-term obliga tions for use in June retunding o~erations . 

A. Short-term: 1-1/g nercent 5-year note. Probable 
premium, 27/32. 

Pros 
• (1) SUch an issue wou.ld be greatly in demand by 

banks, whose need f or short- term investments is being 
accentuated by the reducti on currently being J!IS.de in 
the volume of outstanding Treasury billa and l n t he 
volume of co~~ercial loans. Thus, the i ssue would 
satisfy an undeniable banking need. 

(2) The Treasury would obtain 5-year money at 
t he lowest i nterest rate on record, the previous rec­
ord bei ng lt percent. 

(3) The refUnding would not cause any contraction 
i n the aggregate volume of bank deposito. Virtually 
all banks hol ding the maturing notes could be expected 
to subscri be tor and retain new notes offered i n exchange • 

.. 
Regraded Uclassified



Secretary Morgenthau - 6 

I f, i n contrast, bonds ar e of fered in exchange for t he 
maturing notes, some banks, though subscribi ng for the 
bonds initially, are likel y to sell them soon after; 
and t o t he extent that t he purchasera are not commer­
ci al banks, a r eduction i n the a0gregate volume of 
bank deposit s will result -- all other things being 
equal. 

The lat est call report tor member banks of 
t he Federal Reserve Syst em shows that between 
December 31 , 1937 and !~rch 7, l93S, there was 
a r educti on of $780 mi llions in t otal member bank 
deposits, excluaive of inter-bank deposi ts . This 
reduct i on f ollowed a decline ot &bout $1 , 100 mil­
lions ot such denosi ts during t he calendar year 
1937. Bank deposits constitut e t he major part ot 
the cash resources of business enterpri ses; and a 
continued decli~e i~ t heir t otal volume wokld be 
a r estrictive influence upon busines s r ecover y, 
all other t hi ngs being equal . 

I t may be observed, however , that thi s con­
sideration i~ of lesser importance today t han it 
wa s pr\~r to t hP Treasury decision t o desterilize 
gole and t he Reserve Board ' s reduction in reserve 
requirements, t or the effect ot t hese acti ons 
should be to stimulstP banks t o increace their 
t otal of loans and investments and, therefore, 
asgr egate bar~ deposi ts . 

Cons 

(l) Duri ng t he five years beginning June 1 , 19)S, 
t he Trea sury will f ace bond, note , and bill mat'.lr1ties 
aggr egating more than $13 bill i ons , exclusive or special 
issues t o Government agencies and trust funds . A bal­
anced Federal budget is not yet in sight and the new 
spending-and-lending progr~ is not yet under way. This 
means that the Treasury will be in t he market t or l arge 
amounts ot new money f or oome ti~e t o come. Since it is 
alweys easier t o borrow !or short periods than t or long 
periods, prudence r equires that favorable op,ortun1ties 
be util1~ed t o curtail t he short-term debt in order that 
a l a r ge market be retai ned t or the use ot short- term 
obligati ons in times of mar ket str ai n. 
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B. Mediu~term: 2- 1/2 percent bonds of 194~1€53 -­
additional i ssue. Premium on biois of present mar e price, 
1-19/32. 

Pros 

84 

(1) The maturity of t his issue i s about as long as 
a 2-1/2 coupon wi ll safely take in this market. A shorter­
term bond issue, on the other hand, would be a waste of 
good a.mmuni tion and wouJ:d further crowd an already over­
crowded oection of our debt structure. 

(2) A new issue wi t h approximately the same ma­
turity and call date as the outat anding issue, such as 
a 1950-53, would have no apparent advantage over an 
addi tion t o t he outstandi ng issue . Our medium-term ma­
turities already include numerous i soues with overlapping 
call periodo. 

(3) The tact t hat tbe market prioe on the outstand­
ing i s sue is defini t ely known and incorooratee a substan­
tial premium is a distinct advantage, inasmuch as such a 
premium doubt less appears more real to many prospective 
subscribers than the hypothetical premium of a new issue . 
Further, the present ~rket price of the 2-l/2's ot 1949-
53 ls auoh as t o afford an ample cushion against any prob­
able price decline s resulting f r om an additi onal offering 
ot these bonds. 

Cons 

(1) No medium-term bond issue would i mprove the 
balance of our debt structure nearly as muoh as would 
a long-term i ssue . Our bond maturities between June 30, 
1943 and December 31, 1954 already amount to $16 bil­
lions, or 46.6 percent of t he entire interest-bearing 
public debt, exclusive of soecial issues. Existing ma­
turities after December 31 ,- 1954 are now less than 
$5 billions, and constitut e only 14. 3 percent of the 
total interest-bearing public debt , exclusive of special 
issues. · 

It is interesti ng to contrast our debt structure 
with that or England in reepect t o f inal maturities . 
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Final Katurity ot t he Direct Public Debt ot the 
United States and the United I1ngdom 

Amount maturing by 
June 30, 1943 •••••• •. 

Amount maturing bet ween 
Junr 30, 1943 and 
December 31, 1954 •••• 

Amount maturi ng after 
December 31, 1954· g; • • 

Tot al 2J . ..... .. .. . 

lmoun : 
: (Billions : Percent 
;ot dol lars) : of t otal 

16.0 

39. 1 

46. 6 

14. 3 

100. 0 

· · United kingdom 
. . !&arch 31 , 1938 
: : llilount y : 
:: (Billi ons . Percent 
::ot dollars): ot total 

.. . . 
16. 1 

67. 6 

100. 0 

1/ Converted at $5 to t he pound. 
g! Incl udes, ln t he case ot t he United Kingdom, $16. 8 bi lli ons ot 

obligat ions tor which there i s no fixed maturity . 
2/ Excl udes nonintereat- bearing public debt and speci al issues to 

governoental agencies a.nd trust tunds in the case ot the United 
States; and interallied debts in t he case of t he United Kingdom. 

It may also be noted that the average term from t he 
present time to f inal maturity of the corporat i on bonds 
comprising Moody 's index .ot high-grade bond yields is 
32 years -- the average maturity being in 1970. 

(2) The 2- l/2 ' s ot 1949-53 , which were i ssued less 
t han three months before the drastic bond market decline 
ot March 1937, were the first of the Treasury bonds to 
go below par during this decline , and t hey stayed under 
p1r longest and went t o t he bi ggest discount • 

.. 
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On a yield basis, however , whether above or below 
par, they have normallY done better sold on a lower 
yield basis -- than roughly comparable maturities. 

(3) It may be contended that the 2-1/2' s or 1949-
53 already constitute a sutt ioiently large issue --
$1, 7g6 millions -- and that the add! t1on or $600 mil­
lions or more would make the ieeue unwieldy. The roroe 
of this objeot1on, though meriting consideration, ie 
tempered by the raot that during the four- year oall 
period there will be sixteen regular financing dates, 
other than the final maturity date, on any or which 
part or all or the issue may be retinanoed. It may 
also be noted that the 2-7/8 ' s or 1955-60 are outstand­
ing in the amount of $2, 611 millions. 

(4) AnY Treasury bond issue will tend to absorb 
some tunds that might otherlliee be made ava1lable tor 
~rivate industry. 

(5) Since the issue does not mature tor 15-1/2 
years, it harbors significant risk or prioe depreciation, 
a !actor of special importance to banks. 

c. 
years) . 

Long-Term: 2-3/4 percent bonds ot 195}=63 (15-25 
Pro able premium: 1-7/~2. 

~ 

(1) As was indicated by the figures cited in the 
preceding section, our public debt would be more man­
ageable i n the future it t he absolute and relative 
proportions or t he long- term debt were increased at 
the expense or both the medium- and short-term debt. 

(2) This msnageab1li ty would be turther enhanced 
i t our bond issues generally provided tor extended oall 
periods, euoh ae that in the suggeated issue. I n the 
preeent market , this advantage oan be obtained by the 
Treasury at no appa.rent cost. 
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(3) The proposed issue would have t h e . longe st ma­
turity or any ever provided in an ordinary TrPasury bond 
carr~ng a coupon r a te as low as 2-3/~ percent. 

(~) I! a not e issue is to be offered optionally 
71t h a bond issue, a l ong-term bond is more suitable than 
a ~edium-term bond , 

(5) The present offer s a favorable opportunity to 
f l oat a long-term issue : Opportunities a re far more fre­
quent t o float shorter-term issues. 

Cons 

(l) A 25- year bond issue 1s not well calcula t ed t o 
satisfy t he needs or banks. The longer the term of a 
bond, the greater its vulnerability to pr~ce depreciation 
in the event of higher interect r ates. 

(2) The co~pon r ate of interest uould be 1/~ or 
1 ~~rcent higher than on a medium-term bond. 

( 3) Any Trpq~try bond iosue wil l tend to nbqor b 
soP.e funds thnt mie;':\t otherwise be r.tade availabl e ror 
pr i vate indu ctry. 

V. Tentative Recommendations 

(1) Our tenta~tve f i r s t choice would be : 

(a) Offer to refund the September as well a c 
the June notl'a , 

(b ) VAke a joint offering of 2-3/4 percent 
15- 25-yee.r bonds and l -1/Sl percent 5-Year notes to the 
holders or the maturing iosuee only, 

(c) An i nterest adjustment of between l /4 and 
1/2 point t o the september note holders would make the 
re~~nd1 ng offer of more nearly equal attractiveness t o 
the holders or the June an1 september notes. 

(2) Our aecon~ choice would be as above except 
for the substitution of the outstanding 2-l/2 1 s or 
1949- 53 !or t he 15-25-year bond, 
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May 241 19:58 

The secretary had as luncheon guests Mr. Eccles , 

l~r. Ransom, Mr. Taylor and Mr. Upham. 

Mr . Uorgenthau told Mr . Eccles and Mr. Ransom what 

his tentative ideas are with respect to financing in 

Juno and asked t h em to be thi.nking it over ~stwean now 

88 

and Tuesday , the 31st of May,when the Executive Com­

mittee of the Open Market Committee will be here . 

- .. 

Be said that what he would like to do is to issue 

a 2~ per cent bond but he is afraid t hat 1f he does and 

1f we run into difficulties and they drop below par, all 

of our vacations will be disturbed by frantic l ong­

dis t ance telephone calls about what to do . Be is thinking 

at pr esent of offering in Juno to the hol ders. of bonds of 

t ho June and September maturities an option of a five -year 

note at l l/8 and a 15- 25 year bond at 2 3/4 · He feels 

that the chances are the bonds will go to insurance com­

panies and other institutional investors rather t han to 

banks. This will leave September free for a cash offering 

and he would be inclined to pick up a substantial amount 

of cash t hen whether "e need it or not. In December he 

.. 

-.. 
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woul d offer to r ef i nance the December and Karch maturities , 

leaving March free for another substantial cash of fering, 

vmich will undoub t edly be needed because t he spending pro­

gr am will by tha t t ime have begun to take hold . 

The s ecretary s aid t hat he will pay off tax bills 1n 

June and c ontinue a ft er t h at to roll over $5 million of 

bill s a week . Mr. Eccles said that they bold about ~450 

million of the v750 million bills outstanding which will 

be reti red and t hat be does not s ee ~low the system can 

replace ma t urities . So far, t hey have been replacing 

maturing bills by buying other bills at a negative yield, 

but he does not see hO\Y they can continue . Be would l ike 

to see s ome bill s rather than a note . Ur. Taylor, t oo, 

said that he would continue to r eiterate t ha t what t his 

!!6rket needs 1s more b ills . JJr. Ransom, too, spoke of 

the need for more short- term securities . Mr . Eccles said 

not only did he th i nk the market needed more bills but t hat 

the Federal Res erve portfolio needs a h i gher percent age of 

short-term secur ities t han it will have . 

JJr . ~rgenthau asked »r. Eccles 1t he t hought letting 

t heir portfolio go down would really cause any difficulty 

and observed that he thought it might be interest-ing 1f 
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~heir port f olio went off and business picked up . Mr. 

Eccles was i nclined to t hJnk ~here •"IO~ld be no .great 

harm from now on in permitting t hei r port fo lio to fal l 

. . 90 

off and thought it would not be interpreted as sabotaging 

the Pr es ident ' s program. He was ve ry pessimistic about 

any pick-up in business, as was the Secretary Who reported 

that the outside statisticians who bad conferred ~ere saw 

no such pros? ect . 

t:r . !>.o r genthau r ela ted his successful efforts to 

r et bread added to t he l i st of commodit i es wh ich the 

Federal Surplus Commodities Corpora tion is distributing 

to rel ief clients, and h is unsuccessful effort to get 

m1lk included . 

He said t hat i t ought to ~ possible for t he Federal 

Government t o buy up surplus wheat and cotton , for in­

stance, and g ive them to the manufacturers for processing, 

accepting t hem back in the form of bread ~nd clothing, 

so that people can have more to eat and more to wear •71 t h 

additional labor being provi ded as well . Mr . Eccles was 

inclined to think it would be better to give cash to the 

r e lief clients, obs erving that that if you were going to 
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have a money economy, you want to use money rath er than 

!)Ubstitutes . He was inclined to think that what r elief 

olionts needed was a granter diversity of food, a more 

balanced diet with more fruits , vegetables and poultry . 

He see~s to think t hey have enough potatoes, bread, 

beans, et al . Asked by ~r. Mo r gent hau Lf he belong ed 

to the sca rcity school, l..r . Eccles sai d tha t be did not 

but that sort of philooophy had been forced upon us by 

t ho , rossure of events --by the l oss of f oreign markets, 

by the tarif f , by rig id wages , o to . He gave his philosophy 

of compensatory a c t ion by the Government to offset t he 

111 effects of oversaving and exp r essed h i s views in 

favor of a real und istributed p rofits tax . He referred 

to the f act that the taxes talcen out or business by 

Italy, :::sr :z:any , England and s.zeden , particuJ.arly the t op 

half of business, are much h i gher than in t his country ; 

to l'lhich t·r . Rnnsoo stated tha t the <American people would 

ne ver favor such h i gh t axes; to 1-dlich l~r . t.:orgenthau added 

t ho further conunent " ro'ortunately . " 

J:.r . Eccles said tha t noth ing thn t i s being done now 

will brjne: r ecovery--t hat oump-priming , if in sufficient 

volurno and quant i ty, will b ring a brief and f ict itious 

.. 
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turnover of business but that something must be done 

fundamental ly about railroads and utilities and labor 

if we are t o have a sus tained prosoerit y . Be favors 

ownerohip of the railroads and either owning utilities 

or not comoeting with t hem. ~r . Morgenthau referred 

to t he fact that ~e are subsidizing muni cipal govern­

mctts in order t o provide projects for work relief , 

~r . Uo rgenthau asked ~r. hccles what t he Federal 

Advisory Counc il had recommended, and Mr . Eccl es s aid 

t hey didn ' t recommend much of anything, that t hey Ylere 

just a bunch of bankers who oouldn •t see beyond the 

doors of the 1r ovm ins t1tutions . They were like other 

business men--they can 1 t grasp the necessities of the 

nat ional interest as a vthole . Be passed the ball to 

r:r . Ransom who told pretty much in detail 'llhat the 

Fed9ral Advisory Council had d iscussed, and at Mr . 

l'orgent hau •s request promioed to send a copy of the 

memorandum to !Jr . Upham. As outlined by l.!r . Ransom, 

the memorandum approved a change in name of the slow 

column but wanted t he column retained, total ed and re­

capitulated. The Council appa rently deplored the reliance 

by the Comptroller upon rating agencias for qualifica tion 

of investment securities tor purchase by banks . 
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Mr. Eccles urged the view t ha t t here was no necessity 

for 'appointing a Comptroller at this time--t hat t he wh ole 

s i tuat i on bet ter be left as it i s until some kind of 

agency unification c an be brought about . 

Upm 

, 
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SECrEtary of StatE 

Washington 

329, Uay 24, 5 p. m. 

COI;r'IDEN'fiAL !I '"t 

Gray 

TOKYO 

DotEd Moy 24, 1938 

REc ' d 5 : 30 a .m. 

Bonk of Jopon has i nformEd thE CommErciol AttachE 

that gold vnluEd nt 201 0001 000 yEn Ytill bE shippEd from 

KobE on Moy 25 pEr stEamship HOKURIKU MARU. 

CA 

( 1 ~ ' ) :1 J A 

I' ~· .. 
···f .• ..,,. 
~ . . 

GREW 

.• 

. .. 
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TREASURY DEPARTMENT 
.··. 

INTK.pt O_,P'tC:& COMMUNICATION 

o • .., MAY 2 4 1938 

•o Secrete.rr Morpotbau 

rooM l!er.n Oliphant 

For zour intorwetion -

On reading the al.nutes ot Tt:tOr conYeraation w1 tb aoae ot the c-t 

people, the following obaanatiollll, whieb 11q be ...-.:q conti.-to17 or your 

o1m iapreaaiona, occur to H I 

Cament for the Government waa never coa&idared as •dealer buaineaa• 

prior to 19;35, when the dealers qd -.nutaeturera 11Udartook by agreuent or 

doubtf'ul lacaJ.1ty arbitraril7 to divide the Go.,..r!lllent c-ent bneineaa ~ 

tween thi!ID8elvea. It 1a pertect:q clear that the ceunt we are t,.ing to bto' 
under the new fora or invitation does not require •dealer aervice•, and 1a 

•dealer buaineaa• onl7 if we accept aa legitiaate tbe ..nutacturer-dealar 

allocation ot busineea. ~. whether we n.aed or waDt •dealer service• in 

connection with •ch c...,t purebaee 1a .!!!!!: problea, and it ae•a preln8lptooaa 

tor the ceaent coapomiea to take the position that tbey should decide it f<1r ue. 

Tbere are onl7 two reaa011a that I lalow or tor giving caent c011peniea 

intor-.tion aa to the destination ot the c-t we b\o'l 

(1) To enable the c011pa.nies to arrive at identical pricee 
by aeana ot the baaing point tol'INla. It is just non­
sense to take the position, aa some coapeniea apparent:q 

do, that it is neceaa&'7 to lalow the daatinatioc in 
order to bid cocpati ti vel7. 

(2) To enable the coapeniea to dateraina whether it 1a 

. •dealer bueiness• w1 thin the purview or the erbi tral7 
agreeaent between the c.-peniea aDd the dealers . It 
bas nothing to do w1 th •dealer service• , and to accept 
it as a valid reaaoa 1a to concede the rilllt ot the 
aanutacturars and dealers to u.ka such an agraeaent. 

It appears to • • that the •dealer" are-t 1a being used as a acta 

screen ar~t to protect the aonopol7 price structure in the il>duet,. • I 

am reliably intonoed that the .,.. ... t Ullllh.oturers u:erciae control over their 

dealers to the u:teot ot letting thMI teep an band oa:q V8'7 aaall quantities , 

except tor particular joba which the dealera IIUllt naaa. Tbia policy baa the 

avowed purpoae ot keeping •tree• ceaent ott tbe aartet, aince posaession ot 

large atocta ot tre. c_,.t in the bande ot dealera would eoaatitute a threat 

to the rigid price atruoture which the induetry eonat&nt:q tillite to aint&in. 

Regraded Uclassified



1 UA ..-orm :>~o. ll ........ , ......... , 

TO 

. 
FEDERAL HOUSING ADM INISTRATION 

MEMORANDUM 

DATE: 

Mhs Chnuncy 

!.Ir s . Hart 

FIGURES FQR WEEK ENDING MAY 21. 1938 

FOR Tll!i 1IEEl{ : 

Wortgaceo Selected 
l!ort&a&u Accepted 
Pr emium Paying MOrtgages 

Property Improvement Loans 
(Aillended February, 1938) 

cut.M.ATIVE: 

Wortgagea Selected 
Mortgagee Accepted 
Premium Paying Mortgages 

Property Improvement Loans 
(Aillended FebrUBr7, 19}8) 

l'eelc Ending 
Nay 21, 
1938 

!!umber Ap>ount 

4,9o6 
3.~ 1,58 

$22,991 ,478 
1 ~· J6o , l!oo 

,918,000 

7. 798 3,855.279 

411, ?08 $1,728,438.540 
303. 557 1, 243, 282,6o8 
231. 365 950.425,o67 

29.224,237 

Co rrespond1 ng l'eelc 
Laot Year 

llumber 

3, oo4 
2,6?5 
2,072 

1937 

Amount 

$12, 718, 385 
10,618, 66o 
8, 758,875 

~: Under original Title I (expired J.pr il 1, 1937) l , 45Q,86o 
modernization notes wer e insured amounting to $560, 6o3, 240 

D1Y1a1on of Economcs and Stathtlco 
Operating Statiatlcs Section 
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State 

DI.PLOliiEIIT 0!1 liP .I. PROJIICTS , BT STAn: 

U1m'ED STMES .IJID 'l'll!llll'CJIBS 

"••a ~ ~~q 21 ....t 1107 u., 1938 

llook1y Wl'.l. llnp1oyment 
Sorioe .. Table 1 

97 

Iaoreuo 
cr 

ne~reue ( .. ) 

GIU.SD fOUL 
COllflNE1ITAI. UIIJTB!) ST.t.n:S §:;:n • 24,81,5 

· -~-·-
Alo-
J.rhon.a 
Arkanlf._l 
Ce.llfornia - Totol 

Northorn 
Southern 

Color.ado 

Connecticut 
Dolanro 
Dhtrlot or Co1UC".b1• 
f'lortclt 
Georcl• 

Idaho 
lllll>oio 
lodi&D& 
r ... 
x..nau 

r.entuolty 
Loulaic.n.a 
Koine 
M.e.r)lland 
M.auochu,.ttl 

Miohi&o.n 
Ut.n.neaoto 
Mhein1pp1 
ll1uour1 
Monto.nb 

Hebr .. kA 
Ne•o.dt. 
!iew lk....!pthi.ro 
Ji.ew Jeraoy 
l ew Morioo 

hw York City 
5ow York (bel. li.T.C. ) 
lforth Cc.rol1DA 
North tlokob 
<l>lo 

Oklo.hcw.a. 
Or4goo 
PennaylYc;..nia 
Rhode Ia lo.nd 
South Coroltnn 

South I>Qkote 
l'onneueo 
'foxo..t 
Utch 
Venoont 

Vlr5!J>Io 
'l'o.•hincton 
'feet 'llrctDlc. 
-.~aooall.n. 

lfyoaln' -II 
~ a .. lao<l. 

41,288 
9 , 715 

}6,086 

~ 
L4, 722 
28,168 

22,930 
} ,:?65 
8,192 

}4,517 
L4,818 

9,768 
213,603 
92.393 
33.5}4 
35 .91,5 

6o.L45 
}1,816 
7,948 

12 ,501 
105, 6}J 

169,304 
6:?, 205 
33.566 
95.959 
19,375 

29. 378 
2 ,2}9 
8 ,288 

90,402 
9 .955 

162.695 
~.051. 
3b.72L 
l},d;o 

235.593 
65.338 
15,978 

239,376 
u..:m 
33. 658 

15.482 
32 .428 
80,810 
10,157 

11.950 
23,121 
1.4,126 
42.986 
71,672 
!., }80 

1, 7!.o 

196 

• ~ 
: t;gjb 

• 
• 
• 
• 

293 
239 
349 

I} 
93 

889 
7'1-· 
741 

• 1,522 
45} 
27'1 
172 

• 1, 3U2 
• 2}8 
• 56 
• 172 

259 
• 7. 451 
• 891 
• 527 
.. 1,879 

53 
• 1}7 
• 4 

12 
346 
(,6 

• 
• 

• 39 
64 

• 5 .965 
• 26o 
• 918 

217 
4o 

• 
538 
16 
18 

• 101 
• 257 

1a, 
• u.s 

65 
72 

liORltS PROGRil6S AII<DlSTRUICJI 
l)iYhiOD of 

R•••~h, Statlatlca, ADJ Recorda 
1101 24. 1938 Regraded Uclassified



Kay 25 . 19;,8 

Mr. Stettiniua came i n to see the Secretary 
at 9 : 15 t oday. 

He stat ed t hat 1111 had tried very hard to break 
t he log- Jam on the cement bidding, but that he had 
failed. He handed t he Secre tary a memorandum (at­
t ached hereto) which gives numerous r easons why the 
cement companies are not able to bld f , o. b. mill. 
He eald that the price question brings up the question 
of wages and hours; that prlcee cannot be cut without 
cutting wages, and at t he pr e sent time they are only 
working 12 hour s a week. To thla Mr. Uorgenthau 
replied, ' The wages and hour question of course le 
up t o the President.• 

The Secret ary said that t here must be a middl e 
ground on which this queation could be solved and 
that he would ask the President whether he would be 
willing to give Mr. Stettinlue, Mr. Fai r l ess and 
himself an evening s ometime very eoon to diseuse 
the whole question. 

Mr. Stettiniue called the Seoret aryts attention 
to t ne fact t hat back1n 1933 wh en he was wit h the 
N. R.A. he knew that the President wanted to buy cement 
f. o.b. mill, but waa not a ble to do anything at t hat 
time . 

Mr. Stettiniua stated that if the steel industry 
wanted to cooperate with the Government at any time, 
it was at thle t i me, but t hat t he basing poi nt system 
of pricing cecent had grown up over a period of 30 
years and that it waa impoaaible to change this system 
at thi s time without great danger t o the industry . 

Mr. Xorgenthau asked Mr . Stett i niua whether he 
t hought that business had hi t bottom or whether i t 
would continue to go any lower. Mr. Stettiniue' 
reply was that he t hought business would conti nue 
to drop. He said that t hei r produJtion for the mont h 
of Nay had dropped considerably below that for Apri l . 
However, he pointed out one encouraging f aot . He 
sai d i n 1933 their busineaa went down to a 1~ pro­
duction. Now it ia running ~ production. The 
di fference bet ween what it 1e running now and what it 
waa ln 1933 l a due to t heir mlecellaneoua buain• • • 
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~eoau•• the7 are gett1ag no ~u•1ne•• fro• railroad•• 
pu~l1o ut111t1el and auto~~11••· 

liii.Jr thanked llr. 8hU1n1u• f o r h11 eplen414 
oooperat1on and ea14 be woul d get 1n touch with hia 
after he b..s talkecl to the Pr11141nt. 
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IIEIIORA!IDUII 

Following the ccmterence on lll.y 20 1 19.38 between SecreterT 
Morgenthau, Admiral Peoples , and Mr. McReynolds, represent ing the 
United States, and Mr. Stettiniua, aDd llr. Smith, representing the 
Universal Atlas Cement Compe.n;y, a cu-eful effort has been made by the 
IJDiversal. Atlas to see it there is acy way in which bids to the Gonrn­
ment for cement purchases can be made which would insure the receipt 
by the Gonrnment ot non-identical bids. 

At the above conference ~~ we.s &ppe.rently the opinion ot the 
Government 's representatives that it the c ... nt CO"'P""ieB would bid fob 
ll1ll, then the Gove=nt would get variant destination costs, which 
would ensble it to make an award to a lowest bidder. We have therefore 
carefull;y considered what would be the results of bidding fob m.ill, and 
we make the following co..,.,nts• 

It bids are ID!lde fob m.ill, such bids IIIII¥ be of two kinds1 
I . Inflexible, that is, where the unit price for a barrel ot ce111ent is 
the same, irreepecti ve of where the cement is to be taken for uae l a.nd 
II . Flexible, that is, where the unit price for a barrel ot cement 
varies, depending on the place where the cement ia to be used . 

I . 

The objectiona to inflexible fob m.1ll bids are as follows• 

l. Inflexible bids will result in a monopol;y to the bidder in a 
lim.ited district i.mmed.iatel;y adjacent to the bidder's lllil.l . The reason 
for this is that the total coat to the Government at destination within 
such lillited area would be lowest by purchasing from such aill . 

2 . Such a monopolistic territor,. would inevitabl;y tend to result 
in higher prices within such 11011opoliat1c zone (the geographical lim.its 
of such zone obvioua.l;y depending, of course, on the distance away, freigM.­
wise, of other m.ills} • 

.3. A m.1ll sailing at inflexible fob m.1ll prices would not be able to 
sell cement for use be;yond its monopolistic zone because when i t want 
be;yond the zone , total deliver;y coat to the Government from some other mill 
outside the zone would be lower . 

4. The result ot the foregoing objections would be that a llill would 
proeper onl;y at such times as there was a large conaumption in ita IIODo:po­
llstic zone and it would suffer aerio al;y and perhaps fall during periods of 

lMn cona-;.-.ption in that -· 
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5. The monopolistic t:ones around lllllXl;Y lllills which would be 
created by inflexible fob adll prices are not areas where auch cement 
is eonsUlll&d and lllllll1 lllills having a practice of selling at 1nflex1ble 
fob lllil1 prices would be threatened with serious inj\11'7. The only 

101 

way lllills at such a disadvantage could continue to slll'Tive would be by 
drasticall.y reducing t heir fob mill price below the fob lllil1 price of 
competitors outside their zones . There is no assurance that such a 
reduction would continue to secure business , as the competing mills would 
probably reduce similarly their fob aUl. prices. Thus the lllills first 
making the reduction would have gained nothing - they would be in the 15&1118 

position they were in bafore they made the reduction. 

6 . The destruction of invested capital in mills thus located and the 
reduction of employment would be serious public evils. 

7. There are some places where a number of eoapeting mills are 
built practically at the same location and have the same freight rates to 
outside points. Obviously, in such eases the prices which would be bid 
~~ them would become uniform. 

II. 

The objections to flexible or varying fob lllil1 prices are as 
follows : 

l , The making of varying prices fob mill, depending on where the 
cement is to be used would probably be illegal under the Patman Act, at 
least as far as commercial buyers are concerned, 

2 . A single Government purchase of cement for use at several points , 
upon wb.ieh the manufacturer bid different fob lll1ll prices per unit, would 
almost certainly be eri ticised. The contention would be tba t all of the 
cement should be sold at the lowest unit price named. 

3 . Buyers of cement, both Government and commercial, buy cement from 
the bidder whose bid , plus tra.nsportation costs to point of delivery, 
results in the lowest total delivered cost to the buyer. Thus , competi­
tion among sellers actually takes place at the point of use and not at the 
lllills of the sellers. Since no buyer will pay o.ne cent per barrel more 
for one brand of cement than for aey other brand, aDY seller wishing to 
obtain an order llUSt learn, if be can, what is likely to be the lowest 
total delivered cost to a buyer from aey seller, and the seller wishing to 
participate in the business IIIUSt at least equal or go below the total 
delivered cost which be discovers or believes will result from 8X1J' competi­
tors• bids. Therefore , flexible fob lllil1 prices will result in bidders 
striving to equal or to go below the total delivered costs of compet~ 
bidders. Thus, it is clear that the te~ency of flexible fob lllil1 prices 
will be to produce the same resulte as under the present system of bidding 
a total delivered price. The Government can no 110re expect to receive 
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vary:Dlg total delivered coats if flexible fob aill. prices are bid than 
it can under the present system of bidding delivered prices. Thus , 
the same difficulty which the Government now finds , to-wit , that there 
is no lowest bidder, will not be eliminated to aey greater extent than 
when delivered prices are bid. 

Ill. 

THE BIDDIJI: OF DELIVERED 
PRICES IS JUSTIFIED. 

1 . Both commercial and governmental buyers insist on making 
awards on the basis of totel destination costs, thus forcing the competi­
tion among the bidders to be at the point of use . Prices should compete 
at the point of awards. 

2 . Bidd1ng destination prices pe.rmits menufacturera to compete with 
each other without restr1etion,-a bidder in aey locallty can coapete 
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wit!l any other ce.eent Clllllufacturer in aey other locality. Tbie inevitably 
tends tcrorard l01<er prices to buyers . In feet, t!rl.s result of unrestricted 
and unlimited competition is the very thing which brings prices evantuall,y 
to e uniformity. 

). Delivned prices have not resulted in undue profits to the industry. 
In fact, aver a period of maey years the industry has made little or no 
profits and in sovoral. recent years it has sustained heavy losses. 

4 . Bidding delivered prices ia the result of l:I8DY years • experience 
a:ld is the direct result of the fact that al.l lllills ~ere are free to 
co;opete with all other allls anywhere and t he further fact that buyers 
have always insisted on besing their awarde upon totel deetinatioo eoats . 
To change to fob mill bidding, either flexible or inflexible, will disrupt 
a long-established method of doing business without there being aQT apparent 
advantages from the change either to the Government or to COJIIIII8rcial buyers . 

IV. 

YI!:IAT WILL BE TBE RESULT 01' UNIVERSAL ATL!S 
BIDDING LOiiER DESTINATION PRICES TO TilE 
GOVERNIIE:!i'T THAll IT ANTICIPATES IfiLL BE BID 

BY <m!ER IIANllFACTORERS? 

l. The experience in the industry sho1rS that persistent price 
cutting at destination results in all other manufacturers reducing their 
prices to meet auch cta.a when aubaequent invitations are llllde. The result 
is a lower price level , often resulting in price wars a.nd cheoe in the 
industry. Self-restraint thus pre•·enta intelligent manufacturers troD 
consistently cutting prices below co:npetitora ' bids. 
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WHAT WOULD BE THE RESULT OF UNIVERSAL ATLAS 
BIDDING F . O. B, MILL BOT AT VARYING PRICES? 

P• 4 

1, If the bids of Universal Atlas psrsistent:cy- result in lower 
destination costs than the destination coste res ulting from bids of 
its compstitars, then experience shows thst the bidders will reduce 
their bids in subsequent invit..'ltions to meet such lower destination 
costs• The result egain is a lower price level, price wars, and 
chaos. 

2 . If Universal Atlas bids varying fob mUl prices but eo that 
the total desti nation cost under its bids will prove to be higher than 
the total of destination costs from competitors, then the result will 
be that Universal Atlas will merely be out of consideration, with the 
probability that all bids of other competitors will result in identical 
destination costs, lower , however, than Universal' s . 

VI, 

WHAT WOULD BE THE RESULT OF UNIVERSAL ATLAS 
BIDDING AN INFLEXIBLE F .O.B, MILL PRICE? 

1. Universal Atlas will be out of consideration except in zones 
im:nediately surrounding its plants, where the total destination costs 
resulti ng from such fob mill price prove to be lower than total destina­
tion sosts resulting ~om fob mill prices of other bidders . 

2 , Universal Atlas will not be in a position to compete far business 
remote from its mills. 

3, Investment in some of Universal Atlas mills will be jeopardized. 

4. Employment a t such mills will be jeopardized. 

May 24, 1938 
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PRICES Ill THE CSII!IIt IliDUSTRI 

It is the purpose of: this memorardlllll to explain the prices 
am the uthod of: mak.1ng prices in the cement irdustry. 

The subject can best be seen and compreherded by stating 
the fundamental facts and principles very briefly, very simply, and 
in their proper r elat ione. After these funda..,ntal facts am prin­
ciples have been brought together in perspective, then they probably 
may be discussed in greater detaU with profit . 

t here are two fundamental facta which every company 111118t 
follow in m.k1ng prices for the sale of: its ceaent. In ca.rryil1g out 
any sales policy there are ~roua other important facta which ~~~~at 
be considered, but they are incidental or secondary to the two priary 
facta next mentioned. 

1 . Every compan;y lllUSt get for its cement a price which includes 
its costs and some protit or sooner or lat er it will go broke. 

2. Every company lllWit Ul!lke a price for its cement as low as or 
lower than the price of its competitors or it wUl go broke because it 
will sell no cement . 

Every co:npany must at all times steer its policy so that it 
will accord with both these fundamental facts . 

Now, let us go back ard take up some of: the incidents of these 
two facts which have been so baldly stated. 

1 . Every company I&USt get for ita cement a price which includes 
ita costs and some profit. A consideration ot this proposition re­
quires a consideration of tbe following incidents: 

The costs include: 
(a) The cost ot anufacture. This includes raw me.teriala , power, 

labor, over head, depreciation, etc. J 

(b) The cost of transport!~~& the cement from the point of: manu­
facture to the point of use . The purchaser of cement wants to know the 
cost to him of the cement at the place where be wants it delivered. He 
naturally wants to know which producer wUl aell cement delivered at the 
point where he wants it at the lowest coat to him. To meet that wish 
of a purchaser 1a good salesma.nshipJ and prices are coJDllonly quoted a t 
t he point of delivery, The real ccoapetition, therefore , is at such 
of daliTery; 

(c) It follows that if a producer gets back its cost, it IIWit in­
clude in its price not ~ the cost ot anufacture, but alao the cost 
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of tra.naportat1011. Ita price for i ta ca•nt Dq~bt, therefore, to incr­
aa the coat ot transportation iDe,...•••· fh1B is ot especial iaportance 
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in the cement industry beceuse cement is heavy, is cheap, and the cost 
of its transportation is usue.lly very large in proportion to its price; 

(d) This process of increasing the price of cement at points 
successively farther away (freight-wise) from the point of production 
is what is coJIIJI!Only referred to as a •base price" system. The system, 
i n pert, at least, is necessary in order that the producer may get beck 
its costs . A cement producer, which follows the system, customar~ 
es tablishes a price base at its mill, The price base and the cost of 
transpurtati on being known, the delivered price at an;y point is merely 
a matter of addition; 

(e) Every ceeent producer tries to sell its cement a t every 
possible point which the cost of transportation will permit it to reach. 
It employs many salesmen soliciting orders . Every saleslllllJl must know 
its price at every place "here be seeks to sell cement . Evary salesman, 
by the plan indicated ,.;e~iately know his company' s price at any 
point . This is a great llience. Furthermore, the plan preserves 
a proper relation between t he prices at every point of sale; 

(f) Each one of the incidents above mentioned comes into p~ in 
the application of the "base price• system so long as the producer is 
not aff ect ed in making its prices by the prices made by a competitor. 
Imr.lediately , however , a competitor, differently located, freight-wise, 
lll!L.Ites at an;y point a price lower than that produced for a seller a t that 
point by the application of the •base price" system, then t hat seller must no 
l onger mal{e its prices at t hat point by adding to its base price t he cost 
of t ransportation to t he point of delivery in accordance rlth the system, 
but must discard the system sod meet the lower price of t he competitor 
if it hopes to sell cement at that point. And in this day of intense 
competition every producer of cement is surrounded by competi tors. 
Wherever a producer comes in competition 11'ith a competitor, at any point, 
then it must be controlJ.ed by the second fundamental principle above men­
tioned, It must meet the lowest price of an;y compet i tor or it will sell 
no ce, ent . It must meet that low price regardless of its o7.n costs and 
its own price base and regardless of any elements which entered into the 
competi tor 's price sod regardless of sny considerations which influenced 
the competitor in msklng its price . For :C.lustrationz If producer A was 
preparing to quote at s certein point a price to meet the price which com­
petitor B had been making a t that place {which competitor A is accurately 
informed about as described later) , and if A should t hen learn from its 
salesman in t he field that B had suddenly quoted a lower price, A would 
i mmediately go to that lower price regardless of an;y consideration that 
influenced B, if he expected to sell cement at that place; 

(g) There i s very little critici sm of the customs in the cement 
industry which really constitute the •base price• system. The cri­
ticisms are directed to the practices which have grown up where competition 
has forced producers to discard the system. 
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2 . A a bas been stated, no matter bow important the first 
proposition mentioned JII8Y be, it must, at times, yield to the second 
proposition. Every compsey must make a price for its cement as low 
as or lower than the prices of its competitors at aay particular place 
or it will sell no cement at that place. This is so because cement is 
a standard coliiiDodit,-. It is made to standard specifications. Gen-
erally speaking, cement made to such standard specifications by one 
manufacturer is as good as that made by another for practical use. 

A consideration of this proposition requires a consideration 
of the following incidents: 

lOS 

{a} At every place, numerous companies are each striving constantly 
to sell their cement . Each is using all the energy and all t he ingenuit7 
known to salesmanship. In order to run,. understand the matters here 
presented, this competitive activity must be kept in mind constantly. 

(b) In order to meet the law price at aey point a producer must 
keep itself informed of the prices of its competitors. Probabl,- every 
compan,- would prefer to make its prices at different places by add.ing 
the freight rate between its mlll and such places to its price base. 
Tha t lilethod a t any rate would be the simplest 1118thod. But, as stated 
above, no producer can sell cement at any place a t a higher price than 
its competitors sell it at the same time and place. Therefore, every 
producer always endeavors to kno" what its competitors• price will be at 
any place where it desires to sell its cement; 

(c) A producer, endeavoring to forecast the prices a competitor will 
make at any time , should know whet price the competitor bas been making 
down to the last moment possible. There are two ways in which a producer 
can know what its competitors ' prices have been at any given place; 

First, it can pick up its c~petitors ' quotations in the field . 
A change in price is usually made public by broadcasting the annotmcement 
of the new price. Salesmen ere constantly soliciting orders where there 
is any probability that cement ma,- be sold. Custolll8rs are quick to 
inform t he salesman if any one else bas quoted a price lower than the aalea­
l!llln bas quoted . Every salesman is constant17 in touch with the general 
office of his company for his d.istrict. The information of one salesman 
is quickly the information of all salesmen for the same compaey. Anlf 
change of price by any producer is generally known by every other producer 
and by its salesmen within the day or the hour even. It is necessarU,. 
so as to a standard product freely and actively bought by a large nUJOber 
of informed b~ers in a highly competitive market . 

Second, if any producer bas any doubt about any competitor's 
price at aey particular point, it may calculate U by adding to such 
competitor ' s price base the freight from the competitor's base point to 
the particular place. Every producer knows the price base of every com­
petitor. It ia its business to know it. It can calculate it. lbensver 
a competitor bas quoted a price at several points, then by subtracting frooa 
each of those prices the cost of transportation fr011 the competitor ' s lliJ.l 
to those points, if the result is constant, then that result ia the cooapeti­
tor' a price bese. Then such price base can thereafter be used to determine 
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such competitor ' s price a t a:ti¥ other point which can be supplied f roa 

that mill . 

(d) Eve%7 producer, having informed itself in the ID8Il1l81' deac:ri bed 

of the base price and the delinred prices of ita COIIPetito:rs down to the 

letest possible IIIO!Oent , aes.-s that each c~tito:r wUl continue to use 

the sa.me price base and to quote the ll8llle delivered prices, This ie of 

course a pln'e assumption because a~ competi tor is free to chal>ge ite 

prices at &111 time; but the &BSUIIIPt ion is accl.n'ate enough for all prac­
tical pln'poses. As a Jlllltter of fact, cement compeniee do not chance 

prices frequently. There are very good reasons wb,y they should not . 

(1) Costs do not undergo sharp and frequent fluctuations. 

(2) Ce1011nt companies have l earned out of bitter SX])erience that 

changes in price mere]J to cut under competinc companies is a dancerous 

experiment. IT a producer makes a price justified by prevailing colldi­

tions, including ita coats and supply and d&1118nd 1 other producers wUl 

probeb]J recognize that such prices IIWit be met or all chances at the 

budiness must be surrendered. But if a price, which is lower than 

reasonable, is lllide for a specific occasion, reprisal.& III8.Y be expected 

froz other competing eo"'P"nies. Such a situation is like]J to gr<111 
into a price war . Such wars han developed frequently enough and have 

burt competing companies so grievously that everyone of experience in the 

ce:aent business is death]J afraid of doing anything which my precipitate 

such a catastrophe} 

(3) IT a seller cuts a prevailing price for a particular sale, 

without ooald.ng a corresponding change in price to all pln'chaaers sild.­

lar]J situated, it is guilty of discriidnation and may incln' the penalties 
of the Patman Act . 

(e) It IIUSt of CO\n'se be recognized that a competitor may change its 

prices a t &JV' time and that in such case the information which the producer 

has collected about the prices of that competitor will inatantly become 

worthless , But as baa been stated this does not happen very frequent]J; 
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and when it does happen , each producer will pick up in the field almost 
instantly the same information regarding the new pri ces cs be bad accumulated 

regardiq: the abandoned pri ces. 

IT a new price is a higher price, the producer mal<ing the chal>ge has 

no motive to keep it secret and he couldn' t if be tried. Other companies 

III8.Y increase their prices to meet the new pri ce or make no cb.enge, whichever 

course each thinks ia to its best interest. U the new price is a lo.,.er 

price, then other coape.niea may voluntari]J or not .eet the lower price and 

lose the chance to get the buainesa. 

(f) The fact that evary producer lllWit IQ&ke a price at any destina­

t i on point as low as any competitor lll&kes at that point produces thi1 

result , A producer 1187 build a pt'ice atruct~n"e around ita mill on the 

syste• of a aUl base plua freight . The prices at points aucceseiveq 
~~ore distant froa its mill will be auccessive]J greater. 1'b1.s 1e the • base 

price• systea. But, proceeding farther and farther f :roa the mill, a 
point will t'inell7 be reached at which the prioe of a ooapeti tor, more 
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fe.vore.b)J' located, will be lower . Then, tbe producer IIIWit at that point and at other pointe at equal or greater ctietancee, tl-eight-wiae, 
fr001 ita lllill, ctiac:ard ita price baae systea. In t.hia 110re ctistant 
region it will bAYe to lllllke prices a a low as the prices of competi tors no matter what those prices may be, and regardless of what element& 
enter into those prices, if it hopes to sell ce~~~ent . The producer may choose to sell ita cement at the lower price. It will not realize, as a net, an amount as large as when it sells ita cement for a price which it baa built up on its own price beae on the price base theoey, But it may increase ita volume; it may increase the number of its customers; it may advertise its cement more widely, Such considerations may induce it to sell at a lower profit or no profit, That is a •tter for busi-

lOt: 

ness Judg.ent. llereha.nta have never found it good polieT to aake aalu only when each aale produces the sue amount of profit. Good merchandizing is directed by 11111ey 'nll'iable eleC~ents . It is, of course, very clear that a producer , selling outside of its own price basing region, at a price 
IDS.de to meet a co111petitor 1 a price, is not selling on the basing price system; 

{g) It is, therefore, improper to say generally that cement ia sold on the basing price system. Some of it is. A very large amount is not . It depends upon the condi tions under which the various sales are made; 

(b) Another result of tbe fact that no producer can sell ita ce..,nt at any point unless its price at that point ie as low ae any competitor's price at that point, is that it brings about a similarity of price by ell 
co:~petitors at such point . llost cement companies build up price structures around their r espective mills on tbe •base price• system. If such price structures, of several producers be extended until they overlap, it is evident that the prices of the different companies at any given point, if constructed on the •base price• system, will ~ry. This is so because the freight f r om t he mills of the several compenies to the selected point will vsry and freight is a very important element 1n the price. It is also ev­ident. that the mill nearest the selected point, freight-wise , will probab)J' lllllke the lowest price. Necessarily then, all the other producers, if they wish to sell cement at the selected point will be obliged to abandon their prices constructed on the "base price• theory for sales at that point and must reduce thair prices to the probable sales price of the producer whose lli.ll is located nearest , freight-wise , to such point. CoCIP"tition 1s such in theae days that that 1a just what actually happens. At every point of demand there will be found several bidders and every bidder will ask the same price as tho price asked by the mill moet favorably located. Similarity of price, much criticized, is brought about b)' active compet ition and the econo:rd.c fact that no producer can sell its ceDBDt unless it offers it at a price as low aa the lo~est price offered by &Of one; 

(i) Stated more specifically, every producer intending to bid for tho sele of cement at any place actually follows a very natural procedure. It ll&kea a survey of ell the ceJOent compllllies which IIS;f be expected to coapete. It azuat take into consideration the price each compet itor wUl probab)J' bid . It' previous bids by competit ors at the same place are known, well and good. If not, and probab)J' as a cheek even it previous bids are known, t he theoretical delinred price of each coapeey, if constructed on the baaing point theoey, i .a 
calculated. Obvious)J', by reason of 'I'U'y1ng h-eight rates, the price of ao• . 
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one of the compen1 ee, i.C constructed on the be.sing price theory, wilJ. 
probably be the lowest. That compeey then wilJ. •make the prico" •• it 
is termed , and 11.11 other companies i.C they want to sell au;y cement at 
tbnt place w1ll be obliged to reduce their price to the lowest price. 
For reasons stated, they wilJ. not think it wise to go below that price. 
By the process of each compeu;y reducing its price down to the lowest 
price, the prices of all companies cOllie to the - level. 87 reason 
of that aimi.larit:r of prices, all are then accused of conspiracy ano. each 
is accused of adopting the prices of the others and of charging f or the 
same iteJIS aa those which were included in the price of the others . It 
is accused of charging, among other things , for freight which i t does not 
pa:r . Such a statement is not correot. It is incorrect because it 
i~operly emphasizes a mere method of ascertaining a fact and then sub­
stitutes the method for the fact . The fact which is important is this1 
Ylhat is the lowest price which the producer IIIU8t meet? That is the onl,;r 
important fact. The elements which t he competitor making the lowest price 
included in making thet lowest price are of no importance. It would be 
just as r easonable to say that the product of llllltipl.ying two nuabers 
toget!:e r is a elide rule merely bect!.use " slide rule :a used to quickly 
get the product of the llllltiplleation. A producer mo r educes its price 
to :r.eet the loorest price is not bidding on a price base system and is not 
charging freight it doesn't pay. It ie just meeting competition. It is 
just charging a compet itive price - a simple unit, not a coC!pOeite . 

3 . Thero aro 11 few companies in the cement industry which do not 
themselves establi&h prices of their own on cement shipped from one or more 
of their mille . For convenience these may be called non- besing point 
co:npanies . They folio•,. the prices at points of delivery set by others. 
In other words, they meet and follow the market cade by others. They do 
not have a price structure based upon au;y plan except that they keep 
thec:.selves intoroed aa to the prices which bave been mede by other colllpelliea 
at all points where they desire to sell their cement . AS explained above , 
whenever desiring t o make e quotat ion a t au;y plece they must find what prob­
'!bly is the lo•.ea t quotation which wilJ. be made by au;y other company at that 
place. They will inform themselves by the process or processes above ex­
plained . The eomp8ny making the lowest price at the point may have a base 
of its or.n at its own mill located in a different directi on and at a great er 
distence fro1~ the delivery point . Whon the company following the l owest 
cocpetitive price succeeds in making 11 sele it is com:oonly chllrged with mnklng 
the price based on t he other compnu;y ' a price base and the other compeu;y ' s 
freight cost. It 1a t hen charged d t h collecting an unreasonable hase 
charge and an unreasono.ble freight charge because the e.mount of freight is 
not "hat the selling COIIPGJIY pays . 

As a catter of fact, however, the eompeu;y is merely mald.ng a price as 
low es the lo~eat price charged by au;yone else in a giTen market. It is 
merely r.teeting a low price. Boor that low pri ce is arrived at is of no 
concern to 1 t. 

4 · Ondoubtedl;r, some persons are pre judiced at this time against the 
cement coapaniea. The principal cause of this prejudice is the fact that 
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the pricu or dUfereut producers at the - t1Joe and place are geD­
crallJ' the eame. It 1a cberged tbet tbe cORpenlee are in coaapiracy. 
The aUdlarity or price 1a aeslllll8d to be eo ccoclusbe of cC1111pirac7 ae 
to require no other proor. 

It is further aaaerted tbet MDT tilles celll8nt coapanies include in 
their price fre14!ht rates which t hey do not pey. 

110 

When tbe actual facta are understood and when the character of 
cement and the customs which have grown up in t he business are understood, 
it becolll8s vecy clear that the pricea made by the cement cQIIPIUiiea are not 
JDade by agree..,nt and conspiracy but on the contr&rT are the natural result 
of vecy active competition. 

- ' ~ 

llq u., 1938 
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GROUP llEETING Kay 25 , 19.38. 
9:45 A, Jl, 

Present: 

H.U.Jr: 

llagill: 

H.U.Jr: 

Magill: 

H. ll. Jr : 

Taylor: 

H.M.Jr : 

llagill: 

H.H.Jr : 

Magill: 

H.N.Jr: 

Kr . liagill 
Kr. Oliphant 
Kr . Gaston 
Kr.Haas 
Kr . Taylor 
Kr . Upham 
Kr . Bell 
Kr . White 
Kr. McReynolds 
Krs. Klotz 

You 1re here tomorrow, aren ' t you? 

No s ir. 

I have to make a speech in New York tomorrow 
afternoon. 

You'll be here, Taylor? 

Uh huh. 

Because, weather permitting, I ' m going to 
Dr. Warren's funer al. There ' s Cabinet tomorrow, 
but it it's good weather I'm going up there. 
You go to Cabinet at two o•clock. I'll give 
my respects to that man. 

Well, just to wind up t hat thought, I expect 
to »e gone over the week-end . I ' ll be in 
New York tomorrow and Ottawa Friday and 
Saturday - Ottawa, Canada. 

(Over telephone.} Find out it Kr. Hanes is 
going to be in - down today. I want to talk 
to him. 

I'll be back in Washington Sunday noon. 

Ohl This doesn't mean you•re s tarting your 
vacat ion? 

• 
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JLagill: 

H. t4. lr : 

Magill: 

B.M.Jr : 

Magill : 

Bell: 

H. !l.Jr: 

IA:lgi ll : 

H.!J.Jr : 

lila gill: 

H.:l . Jr: 

Klotz : 

H. lJ • • Tr : 

H.!.I. Jr: 

liagill: 

- 2 -

No. 

\Yhen are you starting on your vacation? 

I expect to l eave here the s ixth of June . 

Is Bell goi ng with you to Ottawa? 

Yes. 

If nothing interferes between now and tomorrow 
afternoon. 

Atta boyl 

We hope the Canadian Government is good for it. 

Wllat l Do you mean by that - are you goi ng as 
t heir guests? 

Oh, absolutely - as a guest. 
official i nvitation, which we 
of them, but we got it . 

We even got an 
had to pry out 

(Tel ephone . ) Hello . Hello. How' s my new 
"unsworn in" Assistant Secretary? 

Swor n at . 

(Telephone. ) Yeah. I knor·. Well, how's the 
baby doing? Yeah. Fine . I hope you're free 
at lunch today; wi ll you come over a t one? 
Fine . I ' d like to t alk to you. One o 1 clock . 

(To Mrs . Klotz:) You tell Dowling . 
him I didn ' t knOIY how many was going 
here . I was going to the house, but 
him what to get. 

(To Messenger :) Has Dowl ing gone? 

(Bowman:) No sir . 

Tell him to see Mrs . Klotz. 

I •ve told 
to be 
I t ol d 
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lir. Olipbe.nt and I discussed yesterday t he 
importance of some legislati on at t~s session, 
if possible, on the various problems which are 
raised by this Port Authority case, particularly 
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B.N. Jr: 

Yagill: 

H. II .Jr: 

!Jagill: 

Oliphant: 

R.M.Jr: 

Magill : 

B.li.Jr: 

Oliphant : 

H. M. Jr : 

LlagHl : 

H.". Jr: 

Oliphant: 

- 3 -

two angles t o it. Fir st, the question of what 
otticials are now liable to taxes and what 
interests are now liable to tax, and what should 
be done, particularly as to the past. Mr. 
Oliphant has had his staff preparing a letter, 
or message, of some description, which might 
be sent by the President to Congress to get 
that contirmed. 

Is that Wallace? 

Well - wanted to know whether to pass or not . 

Wallace is pretty good at getting two hundred 
twelve million. 

I thought of that. 

Not according to the President. 

Kind of left handed . 

And lir . Oliphant can speak for himself 1 but I 
take it he probably could have this draft of 
the communication prepared during the time I 
will be away. 

For Congress? 

This i s a suggestion. that we do have a gemdne 
emergency, so far as the Bureau is concerned, 
created by this decision. Shall we go back 
and tax all these people from 1913? 

Can' t be donel I was a State employee. 

Whom are we going to tax? I should think, 
under the decision, you are taxable - under 
your Job as State Conservation Director . 

For God's sake, get that out of the way. Also, 
Franklin D. Roosevelt was Governor for six 
years . 

To go ahead- to pass this legislatio~we 
asked for in that early message - Jerry Cooper 
was in my office just now with a candidate tor 
a Job . He brought the question up - he bad 
previously given an opinion that you couldn't 
act no-.w . 
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H. l4. Jr : 

Oliphant: 

B. !l.Jr: 

Magill: 

H. 1J.Jr: 

14agill: 

H.M. Jr : 

Oliphant: 

B. U.Jr : 

Oliphant: 

H. bi . Jr: 

Oliphant : 

H.M.Jr: 

Oliphant : 

Oliphant: 

H. r.t. Jr: 

Oliphant : 

- 4 -

Vlbat I think you fellows ought to do - the way 
you talk you know what you want. 

Vle 1ll have a draft. 

When are you l eaving? 

Tonight . At oddnight tonight. 

Can' t you get this thing cleaned up? 

I would think so. 

What have you got t his morning important? 

I think I can get the draft up today. 

I 1d get it today, and I 1ll sign it and send 
it over tonight . 

(Nods "Yes . •) 

Huh? 

O. K. 

Nor~, this is a letter to Congress . 

Yes . The President ' s letter . 

See, the reason I ' m pushing it, the President 
leaves tomorrow and will be gone for four or 
five days ; he takes it up with him, r eads it, 
comes back Tuesday morning, sees the l eader s . 
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If you get it to him Tuesday he has t o have 
another meeting . If it •s that important, I say 
it ought to go over to him this evening - before 
he leaves. That means it \',111 go over the 
first thing tomorrow morning. See, Berman? 

If you sign it today. 

You fellows odght work tonight, if necessar y, 
and I ' ll be here tomorrow morning . I don ' t 
leave until eleven. 

Well, it will be t i me enough. We'll have it . 
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B.N.Jr: Then you can take out the third sheet ani 

substitute 1t1 and change 1t1 all you want to. 

Magill: Just like a Manhattan law office. 

R. r.t. Jr: So you ' ve got until five minutes to eleven 
tomorrow morning . Fair enough? 

Oliphant: VIe ' 11 t ake care of 1 t , 

R.I.I . Jr: Then he takes it - I ' ll give it to him at 
Cabinet tomorrov. so he'll have it; he can 
t ake it \71th him ani deci de what he wants to 
do when he sees the l eaders Tuesday. Cbeclc? 

Magi ll: Right. 

B. l( . Jr: i'lhat else? 

Magill : Commissioner - New Yor k and Chicago. 

H. M. Jr : You 1ve read that stuff? 

l!agill : Yes sir . 

Klotz: (Inaudible . ) 

11$ 

llagill: Guy (Helvering) feel happy about the 17hol e t hing. 
That 's t~e essence of the letter . 

B. l& . Jr : Arouzrl eleven - what nre you doing arouzrl 
e leven? 

Uagill : At your service. 

H. ll.Jr: You'll follow aft er McReynolds and Bell have 
operated on me - I mean, you ' ll be the next 
one - around eleven. 

Magill: Around eleven . 

H. H.Jr: I'll tell the Commissioner . 

Magill: 

(Over telephone . ) Helvering, eleven fifteen. 
Please. 

Viba t else? 

That's all. Been doing some home nork on. our 
two thirty trip. 
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Ohl Now this is what I thought we ' d do, 
especially i n view of what the President said 
at his pr ess conference. Incidentally, I 
thi~~ you people ought to have that release -
it's somewhere on my desk. I 'd say, "Gentlemen, 
the President asked me to come up here and see 
you and bring to your attention what he said 
when he signed this bill, and if you people 
pass this kind of legislation he expects you to 
raise additional revenue . " 

Now, if they come back and say to me, "That •s 
very nice," I don't know whether I can say, 
"VIell, if you don ' t there is a lett er coming 
up on this ~ng"- see? And I simply felt tm t 
I coura !5&, unless I talked to the President 
again - simply say , 11\'!e are here to bring this 
to your attention, gentlemen. If you pass this 
thing there is a very good chance that there 
will be a letter come up asking for additional 
revenue of two hundred twelve million. " 

Let me just take a minute and expl ain what 
happened last night . I want to get it i n the 
record . 

Jimmy Byrnes got me at the house a little after 
seven and he was terribly upset over the f act 
that on idonday morning the President told 
Barkley to introduce an amendment to the 
recovery bill which would make it impossible 
for the Govern:nent to loan aey of this money 
in this bill, in competition with priva te 
utilities , with certain qualifying conditions . 
Yesterday - this is all in the room here -
Tommy Cochran tells the President that Ur . 
Senator Norris is 'very much upset and so the 
President tells Senator Barkley, 111'/ithdraw 
that amendment." And Byrnes s ays his inter est 
is two - in the first place, it l eaves not only 
Barkley but the whole Administration - makes it 
look ridi culous that the President tell s them 
one thing Monday morning and they come out 
publ icly and say, "These are his wishes; v1e are 
carrying them out , n and tt1enty-four hours later 
withdraw it. And , furthermore , he thinks what 
the President told Barkley to do on Monday 
was right. I said, "So do I. Ei ther let 1s buy 
all the public utilities or let's give them a 
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chance to make a profit so we can collect the 
taxes and run the Government; but, " I said, 
"let ' s do one or the other . Let •s buy out all 
the public utilities or let •s let them make a 
living, but if you go into competition with 
them, bow are we going to collect our share of 
the profits to run the Government?" I said, 
"Let's do one or the other . " "Well, " he said, 
"would I get Mcintyre - " He had gotten 
Mcintyre and hadn' t gotten even a satisfactory 
answer . They located uac at some party. I 
repeated t he conversation. wac said he ' d call 
me back, which he didn't, but Ji.mmy Byrnes 
called me at eight thirty this morning and 
said he heard fr0111 Mcintyre and he was going 
to see the President this morning; that there 
was nothing I need do. I said, "Fine, because 
this is outside or ~ line anyway; I'd much 
rather not do it. " 

So that makes a record of that. 

Oliphant: Within the last two or three days, Harry Hopkins 
called Ed Foley on Just this issue . 

B.M.Jr: A little louder . 

Oliphant : Be said somebody ought to get busy for the 
Administration to have that thing knocked out. 

H.!LJr: flhat knocked out? 

Oli phant: Provision prohibiting t he grants in competition 
With utilities. 

H.K.Jr : Hopkins wanted to see it done? 

Oli phant : Wanted to see it knocked out. 

H.I4.Jr: The President only gave it to Barkley on Monday. 

Oliphant: I can find out exactly when. 

Gaston: What Barkley offered was an amendment ·limiting 
grants to cases where a reasonable offer for 
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the util1ty had been turned down. The other 
provisio~rorbidding any grants to municipalities, 
was already in the bill. 
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Bell : 

Oliphant : 

H. ll .Jr: 

Oliplnnt: 

H. IJ . Jr: 

Oliphant: 

R. ~l.Jr : 

Oliphant: 

Bell : 

B. !i. Jr : 

Bell: 

B. Jl .Jr: 

- IS -

I think the Committee itself put in an amendment . 

( Inaudible. ) 

I don ' t get - I ' d be int erested to know what -
Y~here i s Hopkins' stand; what i s his position? 

I think that we ought t o be free to make gr ants, 
even though they might be in competition. 

You mean no strings . 

No strings . 

No strings. Well, as I say, I am tickled to 
dea th I'm out of it. I don't belong in it. 

That's what Ed told him - "That's a P. w. A. 
project, and I ' m not working for P. w. A. " 

Rasn 1 t the President talked to the leaders about 
this two hundred t welve million - what should 
be done? 

He told me the best he could get out of them 
was a sealed letter in an envelope t hatthey•d 
give h!m t he r evenue. )fy feeling was - the 
impress ion he l eft with me was - "Well, you 
go up and if you can get something better than 
that, all right . " That 1 s my sailing orders . 
"If you can get aeything better than that •. ·" 

Oh yes . .... . 

This is the reason why I brought •• ••• 

Can you hold your thought a minute . "Listen, " 
Jimmy Byrnes said, "we fixed t his up. I was 
against the two twelve. We cut two hundred 
seventy-fi ve million out of Ickes •, and we've 
saved that for you; you don' t have to r aise 
the two twelve." I said, "Wait a minute. The 
President asked 1n his message f or four fifty; 
you upped it to seven fifty . There ' s a 
three hundred fifty million increase over what 
t he President said in his message, and you tell 
me you saved two hundred seventy-five • 
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Bell: 

R.1!. Jr: 

Bell : 

H. M.Jr: 

Bell: 

H.M. Jr: 

Bell: 

R.!.!. Jr: 

Bell : 

H. M.Jr : 

Gaston: 

- . 9 -

The reason I raised this other question, the 
President - that suggestion of getting the 
revenue in January - and he seemed quite happy 
over that suggestion - said, "That had been 
done before." 

Were you with me when he told me this? 

No, that was yesterday at my conference with 
him. I was t here with General Hines yesterday 
afternoon. I went over on t his relief bill 
and the two twelve. 

Vlhat did he tell you? 

1f 9 

That the l eaders had suggested that a resolution 
be put through Congress telling the President 
t hey would do this tax job in January, next session, 
and called his attention to the fact that 
t hey had promised to do that once befor e and 
had done it. That was the case of the Three A's 
when it v:as declared unconstitutional. They 
did put that t hrough the following year, and he 
seemed quite el at ed over that sugges tion, and I 
was just wondering - whoever we ' re getting today ••••. . 

Well, we 've just got t o go up and feel our 
ground. The easiest way to rai se t he revenue 
is to knock out the two twelve. 

The House Committee is going to fight it . 
Whether they'll be able to sustain t heir action, 
I don't know. 

Vihich side are they on? 

They are against the two twelve, and Woodr um 
has asked me to get together all of the papers 
and sta tements that the President has made on 
the farm program, keeping i t within the five 
hundred million dollars . He ' s going to use 
that. 

I'll bet anyone three to one I ' ll fail on my 
mission. I'm willing to t ake a three to one 
chance on that . 

If I knew what your mission was I 1d bet with 
you. 
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H.IA.Jr: To draw these people ' s attention to Ylhat the 
President said - attention to the parity pay­
ments; that he expects them to pr oduce the 
reverme. We are going up there to rub their 
nose 1n it, and sit back and let them talk. 
I ' m glad that he talked to you. He said the 
same thing to you. He lett it with me, a 
little bit kind of tuzzy, "If you can get 
something p little better, why, God bless you. n 
So I think we can up that. 

Magill: Fine . 

H.M.Jr: What? 

Magill: Fine. 

H.M.Jr: Leave here a t two fitteen? 

llagill: All right . 

H.t.l. Jr: You all right? 

Oliphant: My friend , Cox, i s arguing cases all this week 
in the Court of Appeals in Albany, Can you 
see him Monday - Tuesday? 

H. t.l .Jr: Tuesday. Have him down; I'll work him in 
Tuesday morning. What else, Herman? 

Oli phant: I have a matter I want to see you about 
after the meeting . 

H.M. Jr : Herbert. 

Gaston: I don ' t think of anything . The llresident 
doesn' t seem to have made any direct statement 
on that question of utility loans. He simply 
said, "You had better get up to date on that 
thing. Things are changing pretty rapidly on 
the Hill. 

B.M.Jr: (Nods to llr. Haas.) 

Baas: I have nothing . 
I 

H.ll ,Jr : Henry Wal lace came down; I told him something 
about this wheat business . He asked who was 
doing the work and I said that you were. Wi ll 
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Haas : 

B. IJ.Jr: 

Oliphant: 

H. ll .. Tr: 

Haas : 

H. i!.Jr: 

Taylor: 

B.U. Jr: 

Taylor: 

H.U. Jr: 

Taylor : 

B. ll .Jr: 

White: 

H. :.t .Jr: 

White : 

B.!J.Jr: 

Haas : 

B • .!I.Jr : 

( 
Taylor: 

- 11 -

you get in touch with him - at least, he ' s going 
to have somebody get in touch with you? 

You want me to get in touch with Wallace? 

He ' ll have somebody contact you. 

Does that involve legislation? 

No, just swapping . It's all up here (indicat­
ing head) . 

O. K. 

Wayne. 

(Nods "No . ") 

You might drop a hint to Warren Pierson that 

.. 

I have in mind the possibility of lending some 
money to China to buy flour , and the possibility 
of swapping - can he swap, say flour for tin? 

He can work that out that way. 

You might just kind of drop it . 

He ' s out in California and won' t be back until 
the end of t he week. 

Vlho knoiTS how much tin they got 1n China? 

I can find out very ~uickly • 

•••• Part of the Chinese control, and has it 
any access . 

It has, but I can tell you how much very soon. 

They don't have magnesium, do they? You're 
working on that, George? 

Yes sir. 

Wayne . 

(Nods "No. ") 
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R.!d.Jr: 

Upham: 

H • .M.Jr: 

Bell: 

VIlli te: 

R. AI.Jr: 

White: 

H.:l.Jr : 

White : 

H.:.t.Jr: 

Lochhead: 

H.!i.Jr: 

- 12 -

(Points to Mr . Upham. ) 

(Nods "No .") 

Dan. 

I have nothing . 

I heard something yesterday that I think will 
throw some light on the route difficulties. 
There were three men - a surgeon, a lawyer, 
and an economist . 

Is this a funny story? 

No, it's not so funny for soce of us . The 
three were discussing which was the oldest 
profession, and the surgeon said he thought 
his was because a rib was taken out of Adam 
to create Eve, and that ' s a long time ago; 
it must have required a surgical operation. 
But the lawyer said, 11But order was created 
out of chaos . " The econo1nist said, "Ah, but 
who created the chaos·" (Laught er . ) 

All right. You go to the head of the class. 

Now, we know what 's wrong . 

All right. Well , ••• •• (Nods to Mr. Lochhead.) 

Not much change in the foreign situation. It's 
holding about the same . So this morning they 
said that they - newspaper dispatches this 
morning said they weren' t getting together -
and the cables , getting - said t hey were more 
or less despondent - getting together. 

Kac. 

WcReynolds: I•ve got nothing but s list . 

H.M.Jr: 

Bell: 

Will you see me with Bell or wi thout Bell? 

All I know about it is the statement you made 
the other day. 
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H • .!l.J r : 

Bell: 

H.U. Jr : 

- 13 -

I ' ll tell you what I'd ll.ke - have you got ~ 
hearings com.ing on? Can you save tillle • •• • 

I guess I ' m pretty tree this morning. 

Can you give me - it ' s getting l ate, on account 
ot Wallace now - thirteen after - can we 
concentrate on this tor halt an hour? 

McReynolds: I think we can clean it up in ten minutes. 

R.ll.Jr: I ' ll see you both sharp at ten thirty. 

McReynolds: There are just two or three things to say yes 
or no on. 
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Conference i n Colonel Baleey1 e offi ce with Senatore Barkley 
and Harrioon , and Congreeamen R&yburn , Cullen, and Cooper 

'!'be con! erenee wa,s called by Colonel Balaey at the requeot of 
Secretary llorgentheu and wao attended by t he aboTe-named gentlemen, 
Secretary llorgentheu, J.!r, Bell, and myoelf, 

The Secretarr aaid that he had had luncheon with the Pr eddent 
on ~onday and had called hie attention to t ho feet that the relief 
bill ee repor t ed t o t ho Senate contained an amendment proTidinc for 
agri~~tural pari ty p&YCento up to an ADOunt of $212 milliono. The 
Prenldent had asked the Secretary to direct the attention of the 
congr essi onal leader! present to t he passage in his otatement of 
february 16 - "While t he new Act makea oany i mportant ehangee in the 
existing plan !or the benefit of agriculture , it ie to be noted that, 
with one exception - tho provieion for "pari t y• payments, - the im­
pr oved plan f or agricultural adJua tment dooe not entail any greater 
annual cost than the .um authorized under t he present one , which il 
kno.,.. as the Soil Consenation and Do~:~eotic Allotment Act . Parity 
P11=ente would increase the pr esent authori&ed cost, and i n order to 
make such payments i t would be neeeeeary to provide addi tlonal reve­
nue needed to finnnee then.• Senator Barkley said that t he Ruaoell 
amendment providi~g for the parity payment• would undoubtedly be paseed 
by the Senate . llr. Rayburn added t hat oo far as t he.t amendment waa 
concer~ed it would be concurred in by the Rouee without sendi ng the 
bill to conference. There would be not moro t han a hundred Yotea 
agains t it. llr. Boll sug&eeted that t he Appropriation• Cocmittee of 
t ho Rouse might put up a fight on H . llr. Rayburn repeated bia atate­
~ent t hat there would be no serious opposi t ion in the Rouse in Tiew 
of t he fact that eo many members ea::~e frol:l agricultural areaa and 
could not be u peeted to TOte against aueh a prortaion. 

llr. Cooper said t hat he doubted Ye<r; much whether a revenue bi ll 
could even be reported out by the Waye and ~eana Cocnittee before t he 
end of the seaoion. The members e.ll wanted to to home and there wao 
a good deal of doubt n• t o what the source of revenue ohould be. 

Senator Rarriaon said that he thought t he only way to raite the 
coney was by a proeeoain& tax, but Secr etary Wallace, i n appearing 
befor e t he Finance Committ ee on the tax bil l , indicated that next 
January would be time enough to take up procening taxes. l!e added 
that there was a good deal of question whether the proeeoaing taxeo 
could be adopted, but he t hougbt that wae the beet wq to raiae the 
mone:r. Senator Berkley oaid that he and llr. Bay burn had ad Tiled the 
Pres ident at their llondaY oeoeion that it waa out or t he question to 
paso a new revenue bill at thio oeaoion. lloreoyer, he t hought that 
the $500 millione proYided for agriculture would care for t he aituation 
i n all probabi lity until the firet of the year . He did not aee bow 
it could be known before the crope wer e harvaeted and sol d whether 
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parity p811Denh would be required. Bence, he thought that Jest!J#T lot 
wes time enough tor a revenue bill. At that time Congress would take 
into account the need tor ren=• estd would pau the neceaaary lecla­
lation. 

'!he Secretary called attention to the tact thAt $500 mll i ona 'I'IUI 

alreedy prortded for eutculture and the eddiiional $212 lllilli Oill 
appropri.1t1on eeemed exceu1Te. 1'he llerl thill& would be to proTide 
fixed prices for all eut~"Ul.tural coaod1t1ea. .Ul t he legialathe 
leaders agreed, however, that there waa llO chance to elimi nate the 
$212 milliona aoendment at thia time. 

Senator Rarriaon expreaoed himself t o the affect that i n about 
two yeare the p endulum would awillg atrongly the other W&¥, againat 
exceoaive appropriation• , and that it would become impossible to get 
evan legitimate appropriati ons. 

llr. :Sell then had aome diaeuaai on w1 th llr. Ra,yburn regarding a 
provi doll ill a pendillg flood control '>ill, whereby the United Statu 
would be subJect to local taxes on landa i ncluded in the floodwqa. 
~. aaid that the Preaident might be forced to veto the bill on that 
account . llr. Cooper aaid he belieTed a a i milar provision had been 
approved by the Department of Interior. llr. :Bell urged that s i nce 
the flood•&¥• are tor the benefit of the local communit ies, t he local 
coiiiiiiWlitiea hen llO r i gb\, to aek the 7ecleral Government to Pll¥ tax81 
on l and taken for that purpose . 

Secretary llorgentheu called attention to the tact that t he relief 
bill lhoitecl to $50 mtllione t he aDOWlt which might be uaed for direct 
relief. Be aaid that if eondi tiona contiaued aa they llOW are ill 
Chicago , CleTelancl, and perhaps Detroit, e44it1onal direct r elief IIOiliT 
mi ght well be deoirable or neceaaary, einee aaDT famlliea ill theae 
coacunitiea were now living entirely on foodetuffa provided by the 
Surplus Coeodi ties Corporation. llr. :Sell eueed to call Senator 
:Barkley ' s office reearding an amendmellt to enable more money to be 
used tor di rect relief. 

J(ot81 takan by llr. llagill 
llq 25, 1938 

Regraded Uclassified



May 25, 193S 

To: 

From : 

In my interview with lir. Brickett about Surplus 

Commoditi es in Cleveland , Ur. Brickett said that the 

table showing • schedule or commod1 ties issued" was 

reco~ended rates or distribution, and operates ae a 

maxim~~ . not as actual distribution. It is based on 

t he Ci!!erence between 

the emer gency diet or the Department or Agr1-

cul ture , Rnd 

the adequate diet at minimum cos t, or the same 

agency. 

This FSCC s t andard assumes the i etoue or rellor 

or~ers t o supoly basic needs, and gives on~y the add­

itional rood r equirements for the next higher standard. 

I! t h e relief orders are not i ssued, they are not issued • 

• .. • • • • • • 0 0 •••• 

Actual commodities issued in Cleveland in April !ell 

rar below this s tandard. The Cleveland averages are bReed 

on total actual co~~od1ties i ssued, di vided by 20, 000 

!amil1ee. The number or families receiving commodities is 

an estimate below the total receiving rel1er, which was 

27,497 r~l1ee. Families 1n rurniehed rooms, or without 

ga~ must be excluded by arbitrary estimate. 

12S 
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Schedule or surplus 
commodities to be 

is sued. Family or 3 
or 4. (FSCC) 

Actual Commodities 
issued in Cleveland 
(CUyahoga County) 
Apri l 193S. . (FSCC) 

Anples ..• . ..... lbs ••.. • •.•...•.•.•.. • 36 .• •• ••. . . . . . ... 103. 0 
BeAns .......... lbs ........ . ....•.•... 3· ........... . .... -
Butter •...•.... lbs •. ..• . .......•.•.•• 6 •....... . •.•.• • . 2. 6 
Cabbage ... . .. . • lbs . • . . . .••....•••..• 15 •...... .. .. ..••.• 
Celery .. . ..... . lbs . . . ...... .... ... . . . 15 .. . ... .......... . 
Flour( Potato ) •. lbs • • ....••••••.••.••• 3 , •....•.•.....•. • 
Flour ( •.'ihea t) .• lbs .. ................. 24t ............... . 
Coraoe t'rui t .••.. 1 bs •..........• . .....• 20 •• . . . .•••....•••. 
!.!il%( dry skin) .1 bs. . • • .. . • . • .. . • . . . • 6 .............. . .. 
Oranges ..•.•..• 1 bs . . . . .. ..........• • 20 •...... . .....•..• 7. 0 
Peas . .......... cans. . . . . . . . . . . . . . . . . . 8 . . ...... ........ . 
Peaches .•..••.. l bs.. • . . . . . . . . . . . . . • • -.. . . . . . . . . . . . . . • . -
PotptO"S. ~.b~· . . ................ 30 ................ 67. 0 
Prunee •....... ~s: • . . . . . . . . . . . . . • • • • 3. • . . . . . . . . . . . • • • • -
Ri ce ........... lbs ................... 4 . . ............... . 3 

The value of commoditi es distri buted in Cleveland in 

Aorll was 'l75, 451. 90. Estima teto or r elief needs in Cleveland 

art- nhout a million dollars a month, of wh ich probably more 

tht>n hnlf is for rood. 

The Corporation has this j ustifi cation for its refusal 

to gt ve mor e corunodi ties, th~tt it has been s truggling s i nce 

1935 to pr event relief authoriti es all over t he United States 

from using surplus commodities in place or local relief fUnds. 

So~e or the local supervisors even t hought out plans for haVing 

the unemployed do road work to get Federal commodities. 

The Corporation is buying l arger quantities of food in 

l!ey than previously , especially flour and milk. They have just 

i ssued bi ds tor S, OOO,OOO lbs. or dry skim milk to be delivered 

by June 30t h , and will continue to buy it during the summer. A 

nound or dry skim milk eouals a ouart of okim milk w1 thout rata. 
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IN llO'\. 'f'l ,... 
,, _,,00 '~' .uHIION • .,..,. ..... 

U, • • pou&,IC ldAI. 1'tot liiii:VIC• 

TREASURY ot:PAR'TMENT 

U. S . PUBL IC HEALTH SERVICE 

WASHINGTON 

lle;r 25, 1938. 

lllllorandua tor t he Secretary. 

I em sanding berewi th two eopiae of data on 

diet.ry deticianciea and food consumption. 

--::.? 
I 
SUrgeon Geural.. 

SDC1BL 
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II&IIOIU!ITOI Cll Ill::ftjRf DDICUMlDS Aim !Ill l'OOI)8 ~1!11) 70 
111ft !IIISI JID'l0IW118 

oewn• 
JIEtet rll :Dietary Defioimo7 ia ibo 'Gaited Stdeo 
'l'Jpeo or loo4 Bl-ah OoUiaod for :Dittoreat loo4 Bltpell41 tu.re Lanla 
9peoitlo lflltrleat Deti01R01oo ud illo loo4o Hooded to uorroot 'l"'l• 
Cou1111pUoa ot Speoitio loo4o at :Dlttorut loo4 :!Epell41tlll'O lAnlo 
Kilk OODOIJiaPtlOD ia &.laU011. to la117 x.o-
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Prueat 00DOillllpt10D Lanlo U Oa.p&red wUil Reqld~ah or 8tu4ar4 DlUO 

IIEtoa t ot :Diotm :Dot1o1uq 1a ibo 'Oalte4 Staha 

tllo u.s. Deparlaoollt ot J.crlouliuro, 41eh ot a ooaoidorablo porootqo 

ot ll'hlto llOD-l'OllOt WOrkiD& J)OpulaUODO are 4of1olOD1: ODOU&)l to ~r 

hoaUil i t OOiltiDuod error aD7 oouldorable period; ud 41oto rll oolt-

oupportiJI& Hosro t.U11oo ill tho South oro aoh .oro 4ot1o1oat. Sillilar 

or creator 4of1o1••07 would bo oxpoohd ..0116 rollot t.Ulloo. Table l 

lllooro tho porceatago ot whl to waco-oarD1116 t.t11eo 1D MTonl po­

s:rapllio arou tor whioh data are aftllablo that hoTO cood, tair u4 

poor 41oto, roopooUnl7, aooor41JI& to tho otudioa ot tbo 'O. S. 81ll'-

ot ll- :loODcalOO o 

llalt ot the white worara ill SOilthOl'D oiUoa 111. 1"5-lr.l& nro 

apu41"Q6 loaa than $1.10 a porooa a net tor too4. 'llleao ta1l1oa 

wore apoa41ag olll7 tllroo-tou.riho u -oil tor tood aa tlloae 1D Pao1t1o 

Coaot o11:1u. Southon 11ocro worlalro opo.at loae tha ao poront u 

aoll. Halt ot the l'lesro t.Ulloa wore opo11.41JI& loee tlwl fl.,55 a 

peraOD a ... It tor too4. 
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'nle 1-•- proporUoa ot dieh 1:11&' en poor trc. ~lie 

e~dpoill' ot adri.Uoa, &ad ~be lli.,.et proporUoll Uat are good, 

aN tollllcl ia tll.e regioae llpd•llag aoet tor food. CoDnrNl7, ~lie 

110at preoal'ioaa eU~~&UOil is tolllld ill tile ftC!oll ~~pndiag leu~ 

tar tood, 01117 N peront ot tile tailiu ot .-pl07ed '&He worker• 

ill tile South wue eeol11'ill8 s ood dieU, ud 12 percent .. re eol>ailtlllS 

oa poor diete. 'nle OOI'H8J>OilclUs tipru tor •esro tailiee weN 

18 ud 54. MapeoUnly. It 1a belined tllat diet• ola .. ed ae poor 

would, 1t lolls OODUaued, ude:nli .. Mol1:11 ud lower r .. ietallee to 

u ...... 

lllUe data ve Dot anilable tor all seosrapll1o .. oUOile, tbe 

Mpart illdioatu tbat rOUShJ.y Ul to 10 peroellt ot 'llllite Doa-reliet 

toailiu ill tile Ullihd statu llan poor dieh ud aore tlla holt ot 

~lle Sou1:11va Jlecro .. han ell.oll dieta. n .., be .. _. tlla~ perooa• 

1D 1-r lllo ... £1'011P• aad oa Mlht wolllcl ollow aUll llipar peNea~­

ese• With iaaclaqute dieh, .Aooo1'411lS to the lut repCil't ot tile 

ll'orke Prosreas J.clmilli etration, 16 peroellt ot all peraoDa iD 1:11e 

Ullitecl statee (_,roxtately 10 aillioll peraou) were Oil r elief ot 

ODe t :rpe Of uo'be r iD Karell ot 1938. 

lllUe food ubih &Dd dietary lSJcee &lid diolikea appear to 

be nry eiSDifiout taotora ill dietary defielcclea, lllltrUiOiliate 

geDerolly ecre• that the aajor factor eontribuUilS to tho coll-ptlooa 

ot defioint dieU 1e 1DabUH7 to bv.y u adequte ud TV1e4 diet, 
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fth 1a ah01111 sraph1call.7 in n c. 1 which 11'"• tile peroctaa- t1 

t•il1u tor 41tterut too« a~ll41tore leftla n'b4irt4a4 aooor41118 

to tile ola .. itie4 adequac7 ot the 41et. Spacial attention 1a calla4 

to tbe black part or tile 'bare which ill41catu tile proportion ot 

teiliee that han poor (fourth rata) 41ate. .lll ot t ile ta1l1ea 

atll41a4 witb an annnal too4 apen41ture ot laaa tlall t&l! per capita 

hell 41ata oluee4 'b7 JU>triUOillata aa poor; that le, 41ah tlat are 

ill81.1'tidut to maintaill health all4 prort4a raaietaca to 41Nua 

onr 1011(1 perlo4a. 'ilith food ~en41 tara a or ~ to t~. per c.pi ta. 

appron.atel7 halt ot the toa111u ha4 poor 41ata and anotbe r ~ 

percent bad onl7 tair 1 third rata) 41eta. 
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'nla character ot the 41at in relation to expan41turaa tor tood 

1a shown pictoriall7 in 71&• e. A tn tlllll111eo wllo spend aa auoh u 

tzoo per capita per 7aar ban poor 41ah alld a cona1darabla peroantqa 

ha'J8 onl7 fair cUete, But with food apen41tlll'8a 'baloor $100 per •IIPita 

praotieall7 all haTe 1udeql1&ta 41ata and up to annnal a~1iurea ot 

tl!50 par CIIP1ia 41ah tbat are onl7 fair or poor pre4-te. 

'l'hrocl&holtt thia a.orendca, cona~&ptioo 1a ahOW1l 1a relation to 

axpan41turea tor too« which , ill turn, are cloNl7 related to t&il7 

1nocae. Table 2 abowa IIPPr<xE"-ta t&117 1noc.e lanla that correapOD4 

to t heaa rood expenditure claaa .. aDd tile IIPt>rGltiaata diatr1huUoD ot 

t&1l1u 1.1l the tllli ted statu ill tla aa 1nccae laftla. 
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tne• fit loo4 n a •t• c-4 b Different 
root Kl!p!!41tue IATda 

ill enerv Yalu or oalor1o coatut; ill alloh olacta u protoilla, 

teh and oarlloll7dft.toa; ill iaparhllt lliunlo alloh u oalol•, 

}'18• S attorda a oc.pU'laou. 111 ill reapoot to ••rn n.lue au.4 prohla, 

tat aDd earlo~ah ooatut ot 41ata ohtdu4 hom ..,u.nal too4 ax-

pea41tooru ot n.ri oaa -..ta. Aa the anrage ill~om4 tbe 

reallltl.ng GIOWli apnt tor too4) so-• llP , there 1e c illoreaM ill 

tho OOD.OIDIJtlOD. ot nerT ORa ot iboM olaaau ot too4 ol-...a 1a 

the 41st, Ia pu.ere.l, 41otery allrT078 b41oah tllat 41eta ill the 

but are beloor t ho aooapto4 atanderda in prohoUn too4a , .. peolall7 

tboM ccmta1a1.q YltalliD.a aa4 lliD.ar e.la, 

Wla1lo the quc t Ulee ue4a4 are ...U, rtu.ilu are hlllbl7 

o .. enU e.l to hee.lth ud nerT 41et ahoul4 1D.oloa4e a llhore.l appl7. 

oa larpr too4 u pen41 t ur>s, ellOh aa are t0Wl4 ln the hi (!bar lno­

bracltete, boluclo n o t o throe tlaea .. .uoh ot thaaa rttalu .. 

1R tho l a. .. t too4 a:r:poa41 ture pooap, 

Wla1lo t he _,...ta ot aQOb lliure.la u oalol•, plloaphorua c4 

lroa that are •Ma4 117 1be ,ho4r are alao -u, tbq are 11.1&1117 

ouentle.l to hee.ltb, J'ls. I! ahoora tho • ollllta ot thoao lliaore.la 

tOGD.cl ill 41ota wUh YU'loue toocl ...;pell4lturoa; ill onrT - tbe low 
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inc ... r-.111 .. whleh DOIO .. aarllJ 8J)a4 au tar toad ban the 

eetl.J>g the -uer quutitlea oa tbo aoal .. (aeerer tbo lett or 

aero n4 or t he aoaa) represeat tbo abaolllte al.~ •ounta or 

tbeae aiJierala that are reqorlre4 tor the aal11taDaDee d heal tb u 

8J>8elfie4 111 1Ml4pte ot rood requlr-nta tor teporary and -senor 

UN anly, 'l'be otb er broken linea (nureat tile right ar blgber e11d 

ot the aealea) represeJlt 111110unta ot tbaH ainerala required 111 a 

bud&et ot tood ezpea41turas tor adequate reqorlr-nta. lt ia a .. n, 

therefore, that 41eta ba .. d on alll111al food expendiwrea or leaa t han 

on llllliUal food expendi turu ot lees than f6~ are all below tbo 

absolute aln'- requir-nt tor health, Ill calclWD, whlcb ia 

part1cularlJ l.apcrtant, diet a baHd on food e%pon41turea or au 

than f97 are below aial- reqlllre.nta. '!he wldeaprud elaraoter 

or tbeae detleie11olu le apparot c o 1 t h recalled that aJUW.al 

per ceplta food •%Jialld1tllr8& ot leu than '97 accoq>aalea l.ncC&e 

leTele tllet lnclll4e abo11t one-third or tbo total poplllaUoa or the 

UILl. ted Stat ... 

Speoltlo Jllltrlnt Deflohnolu and the 
7ood.l Needed to Correct '111• 

u.s , ~partaent or Acrlclll ture, the ollt&tan41JI& deriolnoi .. wre 

oons14ered to be in calclum, Tltadll .\1 lron, and rltadll !IJ.• Or 
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U ebould be aota4 tlla' ,M .. 8al'ftJa wre ot ~· 

ad low aalar1a4 alarical worker. aad did a~ Uala~ rel1at cl1aau 

...... ~t1o1•'· 

134 

Tile calc1ua det1ohUJ 'llb1ch h the .ou oo- 0110 1a 'beH 

...naJed cr<MlP• ~· cor rected 'bJ ad41ac ar au'batUuUq 'M tollOirlll& 

olueea of tooda 1ll the die': (Lia t 1a u oa .. ar11J Uoc.pl ate) 

(a) 111lk and 1111lk produch; 1ncludiaa whole a1lk, ald.s a 1lk, 
c0Jl~DH4 a1lk, anporeted ail k or a1lk powder, chaeee 
ot all klllde; 'butterailk, 

( 'b) Leafy CN8 npta'bl ee; Ueludiq ca'b'baga, ap1aach, 
"rUg 'beane, tu.rlllp tope, collard• , tala, charda, 

(c) 111ecellaaaoua aourcaa ; auch aa aoluaee (upachllJ 

' bc omraf1u4 'JPB•) aad agga , 

fba Yltaill-.A. 4at1claao)" MJ 'ba correetad b7 a4l1q or 111111-

atltu,lJl& tba tollowlllg olaaaea of toodatutta ln the die' : (Liat 1a 

neceaaar11J Uc~lata). 

(a) rata ; 1nalalillg 'butter, ... ._ aad tiob l1nr o1la. 

('b) Orean aad rellow ncah .blea; Ualudi.Jlg aplu6, oarrota, 
tale, collards, awaa• potatoee (rall ow), taaatoaa, tur&lp 

cra••· atri.Jlg 'baea, alfalfa laat aeal (uaad quite 
pliBrallJ lll re1lltoroe4 llltaJl1; tooda), bzoccol1 , 8Mr4, 

(o) 111eceillanaoua; iJicludill& aUk, ohaaH, ••• aad lall . 

Iron ~t1o1SilOJ aar ba corrected 'bJ addlq cr au'bnltaUac 1lla 

tollow1q oluaea ot toodatatta 1ll the diet : (Lin 1a uaaaaarUJ Uooll!plat a ) 

(a) ..... , tooh; 1llalla41a& acaa, a apaaiallJ tM ,.U.; 

a•'• • aapao1all7 oraaaa AOh aa l1nr, klclaeJ, 'br&lll, 
aad Mart; oratara u4 ahrl.llp. 
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(11) x..atr. cr-• ncehlll .. ; noll u t~~rllip cr-••• apiaaoll, 
lleot cr-ena, kale , ollard, -•tv4 cr-one, u4 llrooool1 leaTea. 

(e) IAt~-• ( t reall or 4r1o4) l Mlcb u Uaa 11-a, ki4MJ' 
lteua. oowpeaa, eQJbe&D.a , 1 m peu. 

( t ) Mlaoelleaooua; aucl1 u a olouoa, aorp- aJI4 oao a1Npa . 

Titain &]. 4et1ohnOJ' aq llo oorrooh4 IIJ' addl.q or Mlllati W.Uac 

the tollOW1n& ol ueoa ot too4etutta 1n tbl 41ot: (L1at 1a aeoouar11J' 

1Jiccaploto) • 

(a ) D olo crau. or oate r coata ot cra1ae; 1111cll u na.t aa4 
n ola neat 4ar1nt1Tu 1a ao~ t oo4n atta, 1111oll u 
neat bro.n, aaat a14411aca , aoat ahart a and neat s •m; 
oauaaal , rJ'O, rica (aa}X)l1ahe4 or rica pol1Allinp); corn. 

(b) ar.en , la&tJ' TOSetablea; auoll aa oabb-ae, kale , tllriLip 
croaaa, aa4 apiaacll. 

(c) t.qumee ; aucl1 ae 'Ileana (ra4 ll:1dne7 and l iaa) ; 4r1a4 
pint o; OOIIIIIOD peae; block-aTo4 poaa, 

( 4) Milk aJIII. ailll: pro4nob. 

(e ) Meat, aapoa1all7 lea pork. 

In tho ,.ar 1~ ture were 3,~ 4eatlla 1a t ho uaua4 lhah a, 

traa pellacra, a 41-ae pr1aar11J due to a 4at1o1eat 41a t . About 110 

nae tollowlna t ooda, s1Toa 1a alltt1o1allt quaaU tT, aro ll:aCIWa to 

lie attooUn 1a t be pr <>natloa ot pallacra . (L1at 1a a-aaaril J iao~lata) . 

(a ) Dr1a4 ,.ut,~ 111leat pra, l lnr, l ou beat, l eu pot!l:, 
oaJUlo4 w-, a1111: , cr-aa pou, turllip cr-ca, kala, col.l.ar«.a. 

Couuept1oa ot Spta1t1o l oode at D1ttoraat 
ho4 !l!:p!!41 taro LeT ala 

stu41aa ot tlla Bu- ot 11- le~oa ot tlla Depart;a.at ot 

AcrtouUue Moor tile p~t o~1oa ot oortala too4a •oas 
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taut .. 8l)ea41q 4iffor•t • ouu tor t004; t~a ... aouu ropr .. ut 

rOUIIU7 tlle 4ittet•ent 1110cu lnell of ibl p~atia ( .. • 'l'allle a), 

Fie• 6 U..e illl tolal pOCUid.l of t004 (all ldla4e) oouaae4 per e~~ite. 

ill 1olle 4itferoat upea41 tun liYel•. ftle ll.lpeet apelilU~~re llnl 

111u twloe u •CI7 pOilllb ~ too4 •• \be looren alloom Oil tll.le ellart; 

dtttorenou in tile •Oilllt ~ -•t• aisll' aooOQJit tor - ot \be 

nriaticm llllt oertainlJ not tor all of it, 

Fi&a. 1 and e •how tho oollll!llptioa or tnt b and treah nse­

tablea, •111, ailk, ud lllltter aad 0\ller tate la taillee ot 4itterut 

t004 upaa41tlll'e lenla, or roll8b1J ot 4iffernt 1no- lenle. All 

t oor ot tile .. OlUHe ot toob are s.ponut eouro .. ot utritin e1 .. 

aont• that are now det1o1at in the 41et• ~ a oonaiderallle perontap 
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ot the t.Ulln ll&rnJed and in OYei'J illltanoe the oCDea.ptioe of loorer 

expell4itlli'O taillu h ooutderabl7 11 .. tbaa that ~ tho hi&ller croope, 

1!lo dltteruou between the expell4itlll'e llnle h parU011larl7 aarll:84 

tor tl'lli te aa4 trolh nptablee. 

ns. e &lion etatlar cOili-Uon dab t<r aoat• and sratu. 

Oreill ah01r1 thl but Yari&t101& wUb toed upelilitllre, 'l'll• loornt 

expen41 tore &I'OI&JII e~- M&rer thl •ollllt ot pala 11Nd b7 tile hi &hut 

croup than tor lllll1 ot the Yariou k1114• ot too4. 

111lk ooa--pttoa ill Belatloa to FElz Ill-

I:n d .. ot tho illp<rtan" uelp.t4 liT utrttiollllil t o u 

adequte lllP:Pl7 ot ailk 1a ~ dlet, 1t 11 4 .. trable to oonl14er 

tllrihlr thl relattoa ot tho iao- u4 othlr eoclal-eo..to teet•• 

to the ooan~~~Ptloa ot thie oo 4it7. At tile tiaa ~ llollle-tHAM&• 
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OU'f8.1MI 1Jl Ba11'alo 1Jl COIUI .. UOA Wlth tha .tloaal Jlaalth SlarYeJ' 

ot 1931!-U~, the UD.lte4 ~aha PuliJ.le Health Se:rT1ce oolleeta4 a -

ualru4 &114 repcrte4 ll:y the :&attalo arttoe ot the sute De~11t 

ll 
or Health, 'l'lle:r &ow that per o~lta conaapt1011 or atll< (tlu14 

u d o&~~ne4) , 1Jl the b._ nriea 41reotl7 wlth llle,.., n.. nerece 

wlth -el illo._• 1111der tl ,OOO and roee atea41Jlcl:r to ,&<~ or a 

qllart 111 tatu .. w1 \II 111ec.u ot tll,OOO or .,re, tns. 10). It 

•• rolllld alao tbat Ue per capita rate 4eol1H4 u t ile •lz• ar the 

ram117 111or eaM4 alld thet the deolllle -• aore en~ 1Jl Mob a uo-
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oeaa1 n l7 lower 111cCIIIe group (table 3 ) , The &Aller co11-pt1o11 

per oap1ta 111 the larser r•111ea wb1oh 111olude aore oh114rell 1a 

partllularl:r alpltleant beeaua• the at&lldard or adequate alll< 0011-

..-pt1on tor children 1a ck>ubh thet tor e4ulh, Becrou ud taatllea 

or rorelp mnctton, cou1derl111 all Dat1onal1t1ea tO£Cther, had 

coll&1deralll:r lower per cap1 te a1ll< oonampt1011 ratea tball uti n-llon 

wblta ta111ea. Por the total popalatlOD, a1ll< co-t1o11 nr1e4 111 

20 41atrloh ot Butralo rrca ,28 to ,.:!! ot a q~&art per capite. 

lf Dau, Areh111al4 s, aDd Hao11ael , wqJ.lem K.: "'llll< Con~tto11 111 
:&lttalo, • Statlatloal &lrTe7, a&ppl•OIIt to Vol, mi, IJo, '1-A, 
Karch 1938, hlllled 117 the U11hara1t:r ot Buttalo Jlllreeu or Bual11eu 
aDd Soolal BaM&rlh. 
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Ill U~6 a atud7 ot aUk ancl butter CODOIIIIP\1011 ftl Mcle 

tor 8, 7!16 Kilwaull:oo tllll111ea ia 201 cit:r block• repreMaUq onr:r 

MCUOD ot tbo 01t7. 'l'be tlii41Ap wore llwllar to tboae ot tile 

a.rtalo eune:r. Per capita aUk cou-.pUoa n.riecl clirecU:r with 

total tall:r 1DCCIIIO Del 1Dnrael7 with tllll117 abo . Kilk COD-pUOD 

na a1CD1tiouU:r loor.er tor Negroee ancl tttr Italiau, but 110t t« 

other aatioD&lH:r aroupa, tba.n it wee tor u.Un-born whit... 11M 

ot butter ;.·~~ike -=•r; wookl:r per oapUa buUer conOIIIIPUOn 

1n powlcla ..... tolllloro: x- 1nccae aroup, .~!1; 1nteJZOcl1eto 1Dccae 

croo.p, .M; high inoCDI group, .67. oa a racial ucl aaUoDa11t:r 

buia woll:l:r blltter con.~U~~Ption na: llogroea, .~1; Italiano, .2!1; 

others, .06 ot a pound. 

Preaent OOD!!!!RtiOD Lenla U Ose,rocl with 
Raquir..aDta ot Staa4ar4 Plato 

!be Acr1cul tural .t.4J lleta.Dt *""'hhtroUou &114 tlla lllarcaa ot 

a- secmcatca or tho Poparaellt ot .&crieuUuro llano ccaputecl U.o 

per capita oonau:IQ)Uon ot clitterent toocla that wollld prnall 1t 

Oft1'JOD8 1n tho Unlhcl St ate• llacl (a) an aclequh diet that could. be 

pvcbaaed at a alU.. coat, (b) an aclequto eliot tllat oollltl be pllr­

ollaaed at a aoderah con, &llcl (o) a liberal eliot. ID Tabla 10 

theM three lonola ot po,.lble toocl co.-ptl OD are oc.parecl with 

ootlaatocl proaont oODau.pt1ou por capite tor a l l at ot 10 tooele , or 

J. sunoz or MUll: lllarkoUy ln Mllnllll:oo, lllarll:otlag IntomaUoa 
Sorioa, Acriellltural AAju-nt AalalatraUon, Dlrtaion ot K&rll:ot­
U& ucllllarll:oUJI& .&ers-t, Unltocl Statu Do~t ot Acritlllturo . 
lNUM Ma:r US?. Oon..-..t Prlatlq ott1co, 11187, P• 111. 
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poupa or tooele, la actual powl4a or other w•Ue, ud ill peroe~a. 

nee. 1.2-~6 ahow ll'Qbical.l:r the lun&Md couiJIIl)tloa tor aaoh too4 

that would r eaalt trca the &aDeral. nee or tbe 't'Vlou 41at atDdarele. 

U 1o M8ll t:roa 1"11• U t)at the pr&Milt OOII.aiJIIl)tloa laftla 

ot leat:r nsatablaa, oU:n~a tN! ta and o\ber trill ta ud naetablaa 

are all below the aelequte atuderd at IIOC!arata coat a11d nr:r JWoh 

below the liberal dlet atudard. At the liberal 41at l enl the coa-
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eumptloa ot tbeee t ooele would be roUC)IJ.:r 150 to ?II peroaut sr .. ter tile 

at praa81lt. S1111larl:r tor bnttar, alll< a11d •a• ll'lg . lS) the llberal 

41et nalldard would lnTOln the 1188 ot li to 2 Uau the praMat oon­

~tloa or tbua prodnoh. ~ .. oonaiJIIl)tloa or ••ta (Fig. 111) 

would be aodoratel:r lDOreued b~he pDeral uae or t he liberal diet 

standard. 011 tllo other halld tba oonaiJIIl)UOll ot oereal.a, dried be&Da 

ud peae u d •11181' (:flg. 16) a~~d aleo aarsarl118, lards, waetabla 

oils aDd ahortenill&, &114 aal.t pork U'la. U l would aot 1Dor eaM ; 

C0118UIIJ)Uoa ot \!Ieee kill<U ot too4a alcJlt ann be e:~:peotecl to eleereaM 

lt the liberal dlat atudard ._ iato paeral. nee, beoanae the la­

orea ... o•-.pUoa or aree Tegatablu, t:n~ita, alllt and •IP would 

1D.......,. caMe raault ill leaa qautlUaa ot oaraala, tate, las-a, 
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North Atlantic 

iast North Central 

2aet South Central 

Peo1t1o 

TABLE 1 .- lle4illll expendituree tor tood and quall ty ot 
diet, by region. (:rallille a ot IIDployed wage­
earners lllld 1011' aa.larled clerical workers, 
Beo, 195~ - Feb, 1~7) 

expenditure 
tor rood per 

2.65 

2. 10 

2, 80 

51 

18 

51 

28 

16 

21 

22 

15 

PrelJ.llioary uopubliehed cl&te furnished by the a..reeu ot liome 3conomlca, 

U.S. Department or Agriculture 
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I , 
i 

' I 
' 
I 
I 
I 

I 
' 

• 

... . ' 

\ban $65 

- $9? 

.. • $1U 

- $161 

- $193 

- $ll26 

Ef:'!il 

; . 141 

~ 2 - - A :roup appJ'Old.MUoll ot tile annp 

t.Yala ot aDJWal ~otel. t..U:, 1110 ... 

"ld11oll oon<~8PQII4 w too4 e:r;pell41 ~ 

ola .. e a uae4 111 tile tollowlllg pepa, 1114 

tile pel'Oentqe of taallloa at eaoll 1110._ 

le.el, 1935-lts&, 

Batl..ate4 alliN&l Batl..ate4 peru11tace 

........ fall)' or tllll>illu at eull 

1ncoa. leTel cor- llloo.a leTel 1D tile 

reopoadiq to UD1 te4 Stotoa 

theM too4 OJ<• 

pell41ture .. Clll&llatl n Actual 

$4110 eo 

$?150 :!50 1.& 

$l100 07 28 

$1.&00 71 14 

$2000 83 u 

~ 
89 6 

$3000 94 !I 

$3600 96 2 

$41100 1114 100 " 
lllsll•r 
l ... ela 

Not~ that thaae are appl'Orlllato a14po111h ratlllr tllan upper or low l1a1te o.t 

income olaaeu . 

( 

I 
I 
I 

i 

' 
; 
.~ 
.r 
:f· 

,, 
>' 

~ 
li I' 

I 1-t-

.~~ .. , ., 

l 
I 
"' ,. 
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$1000 
- $1499 
- ~1999 

- $2999 
- $4999 

TABLE "3 .- M1llt oouuapUOil ill Butte.lo , JI,Y, aa ~ttnoine4 

100.0 

31. 4 
26.0 
19. 2 
13, 4 
4,8 
3,2 

bJ • ou.n.aa or 26,8t!l taaillu 11lc1u4illa 102, Ml 
peracma, 18~1936, ill OOJIDIIOt101l with tbe 
Katioul Baal C1 lllftlltoey 

• .0 .~ . 07 ,46 .~ ,40 

, 37 , 28 , 09 .~ , 38 . 36 
. .o .~ . 07 ,4.7 .~ • .o 
,4.3 . 37 ,08 . 4.8 .46 ·" .4.3 • .0 .05 .51 . 46 .44 

.4.8 ·" . 04. .'52 . 50 ,4.7 

,4.9 .4.8 ,02 , 53 ,53 ,50 

Canned mille connrted at ita tlu14 mille n.lua 

!leta tran Dean , A.S. , and Haeua1, W.lo!., M1llt Con8WIIpt1on ill Butte.lo, Statistical 

Sonoyey, &lp;>lemant t o Vol. DII, No . 7A, Karch 1938, le8Ue4 bJ the Ullinrsit)' 

or Buttalo Bureau or Buainaaa and Social aoaearob . 

( 

• 

, 36 

, 32 
, 35 
, 39 
.~ 
.~ 
,4.9 
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fable f- J.pprorn.&te Year]J' Quutitiea ot Specific 'J!Tpea 

ot Poode eozun.ad per r.raon in tbe tla1 ted 9t.&tea 

rood UIUt 

~· ..u.{P Prelih whole quarts 
Enporat.ed llilk polmda 
fot.al whole ~ 

equivalent quart• 
Leat,r, green or 
fllllow ... get.ablaa pound• 

Citl'WI trul.ts • 
Pot.at011a, sweet 
pot.atCIIa • 
~3t.ablea 4: • 
Ia• n .. ber 
Dried bean%/ peo.e, nute poUDde 
Llan lyt: 

Beet • 
Pork • 
Lull 4: !lUtton • 
Vaal • 
PoultrJ • 

Total • 
Plour 1 S2!1B~ 1• 

llbeat nour ,)/ • 
otber ~al • 

Total • 
l.la• 

Butter • 
J.:rd • 
Vegetable oils 4: 

lhort.enings • 
Bacon, salt pork • 
llargarine • 

Total • 
Sugar & other anda • 

at Cllrret Cona._pt.ion Lne1a aa Coapend 'llitll 
tbe Quut.itiea 1b1cll lliPt ~ Cona....S at 

VU'1ine Left1e ot DietarT ~-cr 

Kett.ated r.r capita cona.-ption 
par capita at leYe1s euggeet.ed 
current .,1/ tor diets ot 'fal'71Dc 
conauoptio 
(actual 11n1ew lode rete Liberal 
llllite) coat cost diet 

(actual (actwol (actual 
..Ute) llllits) llll1ts) 

l.8l lJO 296 296 
15 lJ8 10 10 

1% 2~ ... "'))5 305 

74 80 100 135 
.36 25 45 55 

162 165 165 155 

228 lJO 280 400 
241 180 180 .360 
16 30 20 7 

5.3 18 35 57 
52 30 .35 57 
7 • 2 5 9 
8 .3 6 ll 

15 7 ll 18 
135 60 92 152 

164 157 122 76 
42 67 38 24 

206 224 160 100 

18 l5 35 35 
13 12 7 7 

l3 7 7 7 
20 12 2 2 
2 3 1 l 

65 49 52 52 
108 .35 60 60 

r.r011nt.p tbet nell 
diet leYe1 1a ot 
~=nt cone .. ption 

CUrrant II1JWna lfeduo&te 
CODSU~p- cost coet 
tion 

~ ~ ~ 

100 72 16.3 
100 920 67 

100 1.3.3 156 

100 80 1.00 
100 ffl 125 

100 102 l02 

100 57 123 
100 75 75 
100 188 125 

100 34 66 
100 58 67 
100 29 7l 
100 .35 75 
100 47 73 

· 100 44 68 

100 96 74 
100 160 90 
100 109 78 

100 8.3 194 
1.00 92 54 

100 54 54 
100 60 lD 
100 150 so 
1.00 75 80 
1.00 .32 ;6 

1_/ Current mel ot 00118Uaption 11 sillple anrage ot apparent con8lllllption (diaappear&DCe) tigurea tor 19.31-3.3 

( 
and 1935-.36. Pi.gures tor 19.35-.36 are tentati'ft onlJ', 

Z/ Include f'relll -.bole llili, concentrated ll1ll: products, clleeae &Dd 1011 creaa, coabiDed into whole llilk 
equinlenta, 

~ IDCludea treab, c1n.ct &Dd ca-.1 trul.t &Dd ... pt.ablea. 
w. Does not inol1111e tiab, 
~ Does not include current coamaption estiAatee tor corn Ileal nor -.l.t, 

Liberal 
diet 

~ 

16.3 
(ff 

156 

135 
153 

96 

175 
149 
44 

108 
llO 
129 
lJ8 
120 
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46 
57 
49 

194 
54 

54 
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80 
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DIET RATINGS AND EXPENDITURES FOR FOOD, 
UNITED STATES, 1936 

( ESTIMATES FOR U. S., BASED ON DATA FROM 25,000 

NONRELIEF WHITE FAMILIES) 

!. 44 

YEARL Y 
~E R CAPITA PERCENTAGE DISTRIBUTI ON, BY GRAOE OF DIET 

MONEY:~~=Ut.~--_2~ __ 22~0~~~--~~--~~--~---27i0~~~--~~--~ 
OF FOOD 

UNDER .33 

99 TO 131 

165 TO 197 

29 7 A.NO OYitO~~~ 

VE RY GOOD (FIRST-R ATE) DIET S: PROVIDE FUL LY FOR 
THE NUT RIT IONAL NEE DS OF T HE BODY, SUPPLYING A 
LIBERAL MARGIN OF SAFETY OVER AND ABOVE AVER· 
AGE REQUIREMENTS. 

~ GOOD (SECOND·RATE) DIE TS· COVER AVERAGE DAILY RE· 
~ QUIREMENTS WITH A GOOD BUT NOT A LIBERAL MARGIN 

OF SAFETY. 

~ FAIR (THIRD-RATE) DIETS: PROVIDE AVERAGE DAY· BY·DA'I' 
~ PHYSICAL NEEDS, BUT BUILD UP L ITTLE RESERVE. 

-

POOR (FOURT H· RATE ) DIE TS: IF CONTINUED OVER LONG 
PERIODS, WILL UNDERMINE HEALTH AND LOWER RESIST· 
AN CE TO DISEASE. 

1o ' ••• .,.. ... 01 ~ (IA1u-t. •~t . ., or ooewt teo~\ 
~ ~\ lfUDt 
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-
DIET RATINGS AND 

EXPENDITURE FOR FOOD 
UNITED STATES: 1936 

(NOHRELIEF WHITE FAIIILIES) 

$150 $ 200 $250 $300 $350 
EXPENDITURE PER PERSON 

VERY GOOO (FIRST- RATE) - fAIR (THIRD -RATE) 

G000 (SECONO·RATE) - POOR (FOURTH-RATE) 

145• 

aAEAII OF HOlliE cc_, 
U$. DCIWtTIIDIT OF AMQUUW 
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Nmll&a -J:YICII-- Y.oJ.Ga ~ U o\o 01 ~ _, 
~-..,... _.. lu hrle& .......... 

llq - ....... . 19)5 

()0 ...,_.rtal ot.tt.• , U 1\aMe - o . 1. A.) 

T_,.lr , ... ---- 0 .,. .. 65 "' 65• , ,, 
, .. tat 15 

ut • 161 , 
161 .. 19J ,. 
19J .. ""' uo 

y_,.lr", ... 
,.,, ... cr-- . ,. ... ''·-----.--· -....... 1 .. ., .. 65 

65 • , 
, .. tat 

tat .. w 
161 .. 19J 

1, .. . 

,_t,t-----., .. 65 
65 .. , 
, .. u, 

u, .. 161 

161 .. 19J 

1, .. . 

J-.rl,r , .... -­,., ..... 

1.05 

uo 
u, 

1"' 

uo 
220 

"" ~ 
'"' 
""' 
""' 
515 

65 .. , •. ~, 

, .. tat ).00 

u, .. 161 '·"' 

161 .. 19) ... 10 

1, .. - •·10 

0 10 120 -

F• e ..., tf'l ... Gv,.<.c "' o f ...... , [ .. o .. o-.~), O. S. . Lt: t.., ' • "• • 

"'"f ... , .. :, ... . . ... .. , . 
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,..,11' toM 

...--,.r e.plte 

.,, .. 65 
65 .. 97 

97 .. ~ 

1., .. 161 

161 .. 19} 

19} .. 226 

,..,.17 toM 

...--,.,. e..ptt& 

t }t .. 65 

65to 97 

97 .. ~ 

~ .. 161 

161 .. 19) 

19) .. 226 

,..,.1¥ , .... -.,.,. ... t .. 

t}t .. 65 

65 .. 97 

9100~ 

129 .. 1,1 

161 .. 19) 

19) .. 226 

,..,.1¥,.... -,.... ... 1 .. 
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97 .. ~ 

.., .. 161 

161 .. 19) 

1" .. a 

~MID OOftD'f of dhtt> or fl\.e~ 1 l •• o r • ..,107M .,... • ..,...r• 
atl4 low•Mlarl~ • OrP r • liiAT • Al"-'a\ 19}5 

.. per •utr llt C'n U!lll ,..... ,. """ 

()0 l.adtu\rhU et \If!• . l St"• oo• • 11. S. A. ) 

0 

~., 

, .. 
1·0 .. ~ 
9·5 

10.1 

0 

>·5 

5·• 

6.) 

7·5 .. , 
9·' 

YI \.Aala • · \a k'llft4.re4• o f ... _.._. -.lh 

~ 6 ,., 
).6 

~ .. 
, .. 
6.2 

7·5 

Yl'-l.a c. h ~ • • , ... ..._ .alh 

••• 
1.t 

1·5 

1., 

••• .. , 
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WDIIIA.L ~ of CJet• or f-.! 1 t•• of ..,t~ ....,. ..,..." 
.. ........ ta.rt.S .orb,..: "-' - .... , 19}5 

(}0 t ..... t rl&l eHlu , 12 S t a t .. ... o. S • .t..) 

t.....-J., toM -- 0 per c.pl\a 

C.lelu., l.a , ,._,. , per calolu uU 

0·!1?._.. ·'\0 t- .60 I .10 1.00 ., ... ~ 0.)0 ' 
~ .. 'IT .~, 

97 .. U9 ·~ 

I 

~: 
129 .. 1£1 .J> 

., ... 19] ·"' 
19} .. 226 1.01) 

,..,.11 foot - P"Mrpbo"'-• , 1a era-•, per ,..._,..,,.. •U 

.. ,. 011111\a 1.20 l .io roo ., ... is 0.10 

is .. 'IT 1.05 

97 .. U9 
··~ 

U9 ... " ··55 
., ... 19) ... ,, 
19} .. 226 •• 00 

,_,.lT toot --pe:r ... , .. ,,. .. ~ 0.009 

~ .. 97 

91 .. U9 

.., .. 161 

161 .. 19) 

19} .. 226 

l •c..., t tt c ~v .. c • v •f ~ .... c Ec:on e.., , ,, , l '. \. l ._ . .. ... , ,... .. . t 

, f A., .. , I ' "'' 

Regraded Uclassified



149 

I' l , . 6 ALL "P'OODS 

ll&rch - llq 19J5: 1re1pt o! !ood conaw:~ed -.klT per oapi .. b7 f...Uiee 
of e~~p1o,...S. wage MrDere IUid Ml&r1ed wo..Ure, ..U Uplied ll:r 52 

T...rl7 !ood We1~t. 1u pound• 

e"J)81lo• 
per capita 

$65 to 97 907 

97 to 129 1,17J 

129 to 161 1 ,4J7 

161 to 193 1,631 

193 t o 226 1,1110 
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150 
f ; , . l 

ll&rcll - IIII.T 19J5: PIIDl'l'S .AID nGifAlU rlfs lfMk!T pG' aepl\a a I i , ... "' 
r .. 111 .. of .-plo7ed wap ~re all4 lalar1e4 woi'Dre, 

Teo.r17 food 
ez~n•• 

per co.p1 ta 

S65 to 97 

97 to 129 

129 to 161 

1'61 to 193 

l!JJ t o :::?6 

au1t1p11ed b7 52 

CoDIIUpUOD, 1a poaD41 

• .. .. .. ..... .::.!·······" ·,--·----
·------

J./ l:xcluol .. of pot~t.oes Md drled l •s--•• 

llarob - lilaJ' 19351 MGS: lfaeltq per oap1\a OOIIIIIIIPUoa 1rJ' fUilliaa 
of ..plo714 wage .. ...,.,.. u4 -.laried worlatn, 

.a1t1pl1e4 by 52 

TMl'lT too4 ConWIIpUOn, 1a poaal.a 

GpaiiM 
per oap1\a 

$65w 97 )2 

97 "'129 ~1 

129 to 161 ~7 

161 "' 193 51 

193 t o 226 55 
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Fi ! · 8 

_ 11q 1935: 11m: 'feeltlT per eapit" eoneUIIJ)t10n b7 faatu .. of 

...,l.o7'e4 n«e ....,..r • and .,.lar1ed worara, 
.ultiplied b7 52 

TearlT f oo4 
expeDM 

per eapita 

t65 to 97 Z'(O 

97 t o 129 350 

129 to 161 410 

161 to 193 450 

193 to 226 48o 

ContnU~pUon, 1n pcnmda 

151 

ll&rch - llq 1935: B11r'l'D J..'ID 0TDR J'J!S1 'f .. JtlT per oap1\a 0011 z;U• b7 
taa1l1ea ot e~~plO)'ed n«e earner• and aalar1e4 worbn, 

multiplied b7 53 

ConWII}>UOn, 1n pouncla 
Toarl7 too4 

UJ)eiiH 

per capita iliiiili~~~~~~~~~~:!!ll..---.:1:!'----l!'al 
S65 to 97 37 1 

97 to 129 114 

129 to 161 51 

161 to 193 58 

193 to 226 <;5 

• Butter §:3 Ot ber fat. 
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F- i , . 9 

llarcb • llq 19)51 I&UI JBA1'S, POULTirT , 7 ISR: 'IMI<l.7 per oapUa ooa.-pUoa 
'b7 faalli .. of np1o7e4 ""&'8 ... rn•r• aD4 aalar1e4 worb", 

.u1t1p1ie4 b7 52 

Year 17 food 

GJ>G•• 
par oap1t4 

S65 to .97 

97 to 129 

129 to 161 

161 t o 193 

19} to 226 

llarcbb -, IA/qi
1

1
1
935: f GRJ.Ill PROW CTS: lu~ per capita o• ; ttoa 

1 • Am 8 1 0 arp1o;re 4 .age Mrner a aD4 ealar1e4 we> rare , 
mu1t1p11e 4 b7 52 

Yearly food CoDIUIIPtiOn, 1n poUn41 
expenee 

per cepit& 

$65 to 97 1llo 

97 to 12S 155 

129 t o 161 175 

161 to 193 190 

1'l3 to 22h 195 
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I 
FIG. 10 FLUID V MIL K CONSUMPTION PER DAY IN IUFrALO, N . Y. 

CANVASS OF 28, 845 FAMILIES, I NCLUDING IOZ,e41 PERSONS, 1135 - le38 

ANNUAL QUARTS PER CAPITA PER DAY 
FAMILY 0 
I NCOME 

.I .2 . I . 4 . 5 

UNDER f looo • 3 7 

f 1ooo -l14tt . 4 0 

11500 - ' 111118 · " 3 

12000 - 12111111 • "5 

f3ooo-l411tt 

f5000 AND OVER . 50 

I'LUID M ILl\ BS8I!M CANNED M ILl\ t08 TOTAL M ILl\ ~ 
!f Canned milk coaYert4cl at lta tlu1d ftl ... . 
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riG. II PERCENTAGE Or rAUI LI ES IN CERTAIN CITIES WHICH WERE NOT SPEND ING 

TO IIUY AN •' ADEQUATE DIET AT WIN I WU ... COST,'' 111 3 4 - 38 

EST IUATED PERCENTAGE Or rA WILIES WITH IN A DEQUATE DIET.$ 

CITY D 10 20 30 • o 50 e o 

12.7 
NEW YORK 

3 e . o 

24.7 
PHILADELPHIA 

eo . • 

P ITTSBURGH 
32,4 

e l • 9 

e u rrA LO 23 .I 

BOSTON 2e . 4 

SCRANTO N, PA. 27.3 

UAN C HESTER, N.H. 37,0 

PORTLAND, UE. so.s 

- WHITE NEGRO 

C.t.a eooopUed l>.t' u. s. a:/..,. ot a.,.. Econoal.ea and u. f . ~ou .,r Labor St.atlEtlcs l>lld 
oubllsbed 1ft the nnal. Re;>Ort ot the llilllld. Co..o1~t.ee of t.he X...CU. of flet lons on The 
RdAt101l ot liutr1Uoo to Healtb, Acr1ew · ,. and !coaoal.e !'ol~, Gene ... 19)7, ?• 267. 

rooD 

70 

Regraded Uclassified



200 

CONSUMPTION Of CERTAIN fOODS AT VARIOUS DIETARY LEVELS 

L EAfY, GREEN, OR 
YELLOW, VEGETA BLES 

POTATOES 

A 

A - CUIIIIENT CON.U .. PTION 

• 11111!1 .. INI"U"•CNT 

CITRUS fRUITS 

OTHER fRUITS AND 
VEGETABLES 

C ~ " OOEIIATI•COST 

0 t~,;l!i~ Ll a t ttAL DIET 

155 
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fiG. 13 CONSUMPTION or CERTAIN roODS AT VARIOUS DIETARY LEVELS 

&UTTER 

200 
EGGS 

I SO 

100 

so 

0 .. c 
A - CUIUttNT CON$UW,TION 

a ~~~~ M I N I WU W- COST 

MILK 
(FRESH~ (VAPORATCO,AND MANUrAC­

TU.tO IN F'RCSH WHOLE '-l ll.. lC 
[OUIYAL[NT ) 

POULTRY 

.. 
C ~ W00CA AT£• CO$T 

0 t~ Ll81:111tAI.. OltT 

156 
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IG. 14 CONSUMPTION Or CERTAIN FOODS AT VARIOUS D IETARY LEVELS 

IS 

150 

100 

50 

0 
A 

MARGARINE 

VE:GETABLE 0 I L S 
AND SHORTENINGS 

A - CURRENT CONSUMPTION 

I a; MINI .. U ... -COST 

LARD 

SALT PORK AND BACON 

A 

C ~ MODERATE-COST 

0 [:::{;:-.%~~ LI8CRAL OI[T 

1S7 
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riG. I .S CONSUMPTION o r CERTAIN rooDS AT VARIOUS DIETARY LEVELS 

.. 
0 

w 

" 

150 

~ z I SO 
w 
IJ 
a: 
w a. 

100 

50 

0 

VEAL LAMB AND MUTTON 

PORK (Ll AN IUAT) BEEr (LEAN "EAT) 

II WI NI WUW-COST 

158 

Regraded Uclassified



f iC.· Ill CONSUMPTION OF CERT .... IN fOODS "T V"RIOUS DIET .... RY LEVELS 

~--------------~----------------~159 

200 

WHE"T rLOUR OTHER CERE .... LS 

150 

.J 
w 
> 
1/J 
.J 

100 
z 
Q 
1-
Q. 

~ 50 ~ ., 
z 
0 
I) 

1- 0 2 
w a: 
a: 
~ 
I) 

... 200 lED BE .... N, PE ... S, 
0 "NO NUTS SUGAR 

.... 
" • 1-
2 1'0 w 
I) 
a: 
w 
Q. 

100 

50 

0 .. . 
A - C:t.IIIUU:NT CONSU MPTION 

.. 
C ~ WOOtAA T [- COST 

a ~~~~ M I NI WU W-CO S T 0 fit-:~f~~ Lt8 [RAL OI[ T 

•• • • t ~.;..: • :nt: ... r; . 
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·-­.._, .. .-...... 
.. .. "*" I&IIUM ....:I •-m 

The Honorable, 

T REASURY DEPARTM ENT 

PUBLIC HEALTH SERVICE 

WASHINGTON 

llq 25, 1938. 

The Secretory of the Treasury . 

De;u- 11r. Secretary 1 

I wae very glad. of the opoortun1 cy to talk w1 tb 
:!r . E. 8. Sllbccx:k tbia sol"Ilin&. It aeeu to ..., tint be 
!las -:ron<ed out a very sound plan to deal with a part of 
the wheat surplus and at tbe S8J:Ie tiM to prcaote human 
n'!.ltrition . 

\'iould it be helpful if I were to call promptly 
a committee of eminent nutritionis ts to r eview the material 
we have essemblod and to make a stat ement concerning the 
e .. tent to which there is a deficiency in food consumotion 
in the country? A report from such a committee along the 
lines of the ~teria.l we have furnished you would attract 
public attention and aid in popularizing your plan . 

On the other bend, ;oou 11JM;f thinlt it better to 
try to sell tho idea directly to the President and let llin 
t,e.;,:e the initiative in publicizing i t . 

One turtl~r suggestion, - while the report which 
1Jr . Blibcock has submitted to y ou contains a sound plan , I 
think it could be so:newhat better preeented in order to 
catch the President' s attention . 

TP:I.ITL 

__ s_i.,..':2>ly yours , :::::::::::> 

L~ ... ~ --···· . 
geon ~nera.l . 

' l SO 
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.. 

JR 

SEcrttary of Stat.t , 

Washington. 

829 , M~y 25, 2 p .m. 

FRO'I COCHRAM . 

GRAY 

Pari s 

Dattd May 25 , 1938 

Rtc ' d 11:04 a . m. 

Principal fE~ turEs of thE sEcond strits of 53 dtcrtts 

i ssuEd undEr f\lll nowtr:; authC'ri ztu b·r law of April 12 ar t : 

OnE . Program of public works in FrancE and coloniES 

rEprESEnting nn Expendi turE of ElEvEn billi on francs 

sprtad ovEr t t:o yEars ; 

Tvo. l!r.:l:JUrEo dEsi gnEd to dr.vtlop crEdi t machinEry 

for CO!li':J'Erct -.nd industr y principally through lowtr 

inttrE~t ratE~ ond modi f ication of thE product i on tax; 

fhrEE , 0 Encr~l r.conomic mEnsurts of a naturE to 

incrmsr. Export<l (chiEfly through group or ganizat i ons 

bEnEfitting by f1scol and crEdit privilEgEs , tht granting 

of spEcial faci l itiEs to c Ertain tnttrprists and thE 

EXtEnsion of Exist i n& lEgi s l ation rtlating to thE assurancE 

of Export cr r.di t by tht statt) to dtvElo? tradE with tht 

coloniEs :> nd to improvE :::gric\ll turol condi tions . 

Four. Soc1ol mcasur<s providing for thE modification 

of t hE 40 hours l ow (whilE mai ntaining principlE of thr 

law 

1Sl 
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- 2- #829 1 May ,25, 2 p . m .. , from Paris. 

lnw, work hour s arE fixEd nt 2000 ptr annum) organization 

or compuloory trchnical tr~;~ining and a form or pmsion 

for ne; rd I"Orktrs ; (END SECTION ONE) . 

BULLITT 

' .'~C : I!TM 

n• : '' ' • 

• • ' ' • 'LC 
- . .. ' 
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.. 

JR 

Secretary of State, 

Washington . 

GRAY 

Paris 

Dated May 25, 1938 

Reo 1 d 1 : 40 o. m. 

829, May 25, 2 o .m. (SECTION TWO) . 

16.3 

Five. Meaaur t s designed to improve the administratio~ 

of local and ~~vcrnmcnt finances . 

\11th r rs9tct to v·ays end means envisaged of 

f 1nan<"\.n8 put-l1c wor•~~ program, the Caiss E des Depots 

has been rcqucs\t~ to cont ributE to a more important 

degree than at nrtstnt , and t he state c r edi t agenci es 

for local bodie~ have been placed i n a posi t i on to double 

their advances . Furth ermore, the system of local loan 

issuEs has been strengthened through granting of s t ate 

suarantEE, et cetera . Of t hE total failurE outlay of 

elEvEn billions envisagEd during 1938- 3S-40, the state 

will onrticipatc to the Ext, nt of six billions. The 

balance will be r ais ed by t~e local authoritiEs concerned. 

The memorandum of thE Government indicates that this 

participati on of the atatE will be cov ered by r esources 

which i t is nov: possi bl E to withdraw from the Treasury. 

Measures decreed to develop credit for industry and 

commerce include permitting privat E credit instituti ons 

to 
Regraded Uclassified



- 2 - #829 , May 25, 2 p. m. , (SECTION T\10) from Paris • 

to borrow mort importantly from thE Caisse des DEpots . 

The latt Er , wi th thE ass istgnc t of Bank of FrancE , will 

be placEd in a position to make ont billion francs 

~v~ilsblt in this connection. The Credi t National will 

bE enablEd to increasE prEsEnt system of medi um t Erm 

credi ts by one thousand tbrtE hundred million francs . 

Important modificati on3 nrc orovidEd for as concErns 

164 

st'l t t credi t o gcncy f or a eronautic construction. Fi nnll:r 

the cxistinz cncowmtnt of the official hotEl , industrial 

~ni'. conrncrci 'll cr tcl l. t 'lgmc:r ···111 be increased. AltogEthEr 

these various measur es will makE mort than thrEE bi lli on 

fr~ncs ovailo.bl t for ~tdium term credi ts for industry 

~nd commErc e. System of i ntErest r Ebat es insti tuted by 

the dEcreE of August 251 19371 will bE enlargEd and in 

ordEr to stimula tE thE c i rcula tion of capital a seriEs 

of mE~aurEs ~E proposEd to fncilitat E and popularize 

paymen t by chEck. 

BULLITT 

HPD 
,. 

Regraded Uclassified



REB 

SEcretary of State, 

Washington • 

.. 

GRAY 

Paris 

Dated May 25, 1938 

Rrc 1d 1 :50 p . m. 

829 , ~lay 25, 2 p . m. (SECTION THREE) 

In the memorandum vmich accompanies the decrees 

particul a r stress is l~id upon the determination of thE 

Government t o follow nn acti ve po~icy to has t en economic 

development and businEss r ecovery . Stress is also l a i d 

on the fact tho t the Oovernnent i s not resorting to the 

device of creating new money but tha t a major object 

of thE new policy is to find i mmedi r.t c and profitablE 

employment for thE abundsncr. of nvailablr and idlE 

capital and to increase the productivity of labor. 

'Vhile it i s ye t too E~rly to indica tE thE i mpression 

made upon public opinion by thEsE latest measures 

comment not ed in the finan~i~l press is to thE eff ect 

thc t the Government has se t up n coherEnt and logical 

plan which takes into account th£ capacity of the public 

f inances and thE requirements of local bodies and 

individuals . 

165 
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REB 

. 
2- #829, From Paris , ~ay 25, 2p . m. 

(SEC. ThrEE) 

individuals . HowEvEr, onE of thE main fEaturEs of 

thE plan, n~Ely, thE public works progro.m, is not 

f~vorobly rECEiVEd by LE TEMPS. This papEr rEcalls 

t ho.t pr~vious Efforts in this dirEction both at homE 

and abro.c.d have not givEn Encou·:nging rEsults . 

Particular criticism is mad£ of the feet that funds 

will bt thus t ckEn orr thE market which could be ustd 

advantagEously othe~visE and i ntErest ratEs incrEasEd 

to thE dEtrimEnt of privatE tradE and commErcE . 

(END SECTIOll THREE) 

BULL ITT 

W/IC 

Regraded Uclassified



PARAPHRA81, 8J:OTIO!i FOUR, TELIGIWi JIO , 839 of 
Kay 35, 1938, fro• Paris. 

167 

It -ay be remark~, while awaiting fu1l preea, public 

and market reactions t o these deoreaa, that they involve 

trying various c r edit and public apen<ling expedients which 

in the past have failed to achieve success. The source is 

the sue whether the funds t herefor are borrow~ by the 

central or local Govern•ent , So long as natiollal produc­

tion is low, this source - national savings - is diatiniah­

ing. Temporarily, at least, there baa been a let-up in 

repatriation of that part of the savings held abroad. 

J.t f1ret eight there does not seem to be much in the de­

crees which would start it again, 

Inter-bank trading this morning was light uinoe t here 

was no official exc i1ange market. However, there waa a 

renewal of franc &ale a, w1 thout evidence of support by 

the control due to recurring uneaeilleaa over the international 

politi cal affairs. It ia the plan of the Belgian Gover n-

ment to meet part of i t a budgetary deficit by applying to 

general account the balance of the 790 ,000 ,000 trance 

which re-in :t%0111 the profits of the devaluation of th• 

belga in 1937. 

END IIE8SI.Gli:. 

BULLift, 

E.t.; Ln 

. . . 
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Operator: Ur . McReynolds. 

WcR~ds: Yes . 

B. !.I.Jr: !lac? 

r.r : Yes , sir . 

May 25, 1938. 
11:45 a . m. 

H.M. Jr: The Postmaster Gener al jus t called me and said 

168 

the post office would like to move t hat silver from 
New York to West Point, and he said they can do it . 

iJ : VI ell, I told them t wo weeks ago, •For God • s sake 
get busy a nd ei ve us some f i gures • , which they 
haven't done f et . 

~' . :l . Jr : l'lell Ramsey Black. 

:.1 : Yes . 

B. f,I . Jr : And Jim Farley says they 1d like to do it and can 
do it. 

!4: Well , of course, I'd be just t ickl ed pi nk to let 
them do it . 

H.~. Jr : All right, and I says "As f ar as the Ar~ i s con-
. cerned, spinach". 

~ : Yes. 

H. :.! . Jr : 

., : 
R.U. Jr: 

'4 : 

H. &I .Jr : 

,{ : 

H.U.Jr : 

:.1 : 

See? 
to do 
swell 

Let •s forget the Ar my, and if Farley ~ants 
it, let the post office, they •ve got a 
organization, l et them do it . 

Yes . \'iell - there ' s been no hanging back on my 
part, if they can do it -

Ramsey Black is ready and they •re ready to do it . 

Yes . 

Q. K. 

We •ll undoubt edly have their figures today. 

All right . 

Because it means you•ve got to move t hat silver -
pick i t up and lay it down t wice instead of once -
if they do it. 
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Howt s that? 

Because you tve 6 ot to move it on the car - on a 
r ailroad tra in - and then bOt t o move it from a 
railroad tra in into the -

Oh, but - but that 1s all right - tha t gives the 
railroad some bt~siness. God kno1·. s they need it . 

Yes . I know, hut it gives - we •ve got to pay for 
the 

\". ill it cost any more? 

· •. e ' ve ~,ot to pay for moving a mill.ion bars -
seventy tr;o pound b:us t1.ice instead of once . 

\",ell, does i t cost t wice as much. 

It costs t l.ice as much to Jlove it, but you ' ve got 
an offset again - they haven ' t given us their 
estimate on that and I 've -

Call up Ramsey Black . 

Yes , I 1.ill. I •ve been - I t old his man t1.o 
r.eeks a1;o . 

Yes . 

169 

That we - that v. e ' d be delighted to have them do it . 

0. K. :.lac . 

And I'm just ~aitin~ for his figures , and I•ve asked 
for it every day . 

0 . :< . ~ac . 

All r i ght . Ri ghto • 

'f . A.Jr : Bye . 

! : Bye . 
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Rb SURPLUS CROPS AND RELIEF May 25, 1938. 

4 : 00 p .m. 
Present : 

Haas : 

H. M. Jr: 

Haas : 

l!. l!.Jr: 

!loa s: 

H.!l . Jr: 

Ilea s : 

Mrs Klotz 
Mr . Haas 
Miss Lanigan 

We met for an hour end a halt. Do you want a r eport 
on it? 

Do it verbally. 

And we went over several questions, but two main ones . 
One is this question of di sposing of some of their 
surplus outside the United States, ~t~ question 
of China - you know tb&t problem . And: r app - we 
di scussed various angles - and Tapp is going to see 
the Export-Import Eank; he's going to make a report 
on that. 

Went over this question of exchanging some of our 
whea t surplus f or other strategic war materials . 

Yes . 

lied ~uite a l ong discussion of that . And I knew 
that there was some work being done over in the 
State Department, because one of their men - or, 
Livesey called me up one day and asked about getting 
some infor mation w1 tb r egard t o financing it, and I 
suggested that, to start with, be might t alk to Henry 
Wurphy. So I called up Livesey and Livesey transferred 
me t o a man named Veach, and I got quite a lit tle back­
ground on that . There ' s been an inter departmental 
committee working on it for some months. 

Years. 

All right, year s . And he saio to me - the occasion 
of Veach coming over was that sever al Senators and 
some Congressmen had worked up bills and they had 
opposed them. Finally Senator Thomas, of Utah, 
sai d, "Well, if you' re for t his thing, help us write 
the bill." And so they've writt en a bill which is 
called Senator Thomas ' s bill . And be sai d that it's 
been sent back to these departments and - St ate and 
Navy, I think he said, hod sent their suggestions to 
the Budget Bureau for clearance . That's t he status of 
t hat . 
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And I asked him wnat he tnought of the idea of 
exchanging some of our existing agricultura l 
surplus f or some of the other things we needed, 
and he seemed to react f avorably . 

Who 's "he•? 

Veach, of Feis1 s staff. 

I see . 

And he said there was a bill which embodied tha t 
t oo . There's nothing new in the world. Also one 
t hat embodied the utilization of f oreign d ebts. 

1 71 

And be sai d Herbert Feis said t he other day - said 
we might pull that out again, might be able to do 
something with it. Mentioned it before, didn't think 
much of it - wasn ' t the appropriate time . 

Jesse Tapp sai d - be sai d, •I think t he State 
Department will object to t his right away because 
it interferes with the normal channels or trade, 
puts tbe government i n it .• After t hat I t alked to 
the St ate Department man, and I sai d , "He seems 
t o be all right about it. • 

.lie said, "Well, give Fe is t..·o days t o t hink it over 
and he 111 be on the other side of it . " 

Now, I don't know whether he will or not. But he i s 
going to take up this question of exchanging 
agri cultural surpluses for these str at egic materia ls. 

And the chairman or this inter departmental committee, 
Vench told me, was a Colonel Harrison, and Feis 
sometimes alternating f or him. So Tapp 1 s going to 
get in touch with them. He ' s going t o r eport back 
wnat his progress has been. There needs t o be 
considerable s tudy made of wher e the tin is - I mea.n 
these dif ferent commodities, and whether t here i s aD¥ 
possibility to get t hem to t ake wheat or some of these 
other agricultural products. 

Well , I'd l ike to f orget all the committee business, 
see? Tnat 1 s spinach. I'd like you to find out - ask 
Oliphant ' s shop whether through the Import-Export Bank 
or aD¥ other agency we can swap wheat for tin or whea t 
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for rubber or wheat for anything - have we got tbat 
author! ty now? I 1vant hiiD to • • •• 

I went into that too. 

~ee? You know the answer yet? 

Well, Jesse Tapp thought with a couple of subterfuges 
and making a corporation - tha t it could be done . 

How? 

lie said they exported some wheot before and •• • • 

Well, look, to get the thing nailed down, give it to 
Oliphant . Let b1m give you b man t o nail it down. 
See, George? 

Yes. 

Now 1 how does Tapp react to th& general - does he get 
my philosophy on this thing? Is he at all interested? 

Nell, I tell you, be didn ' t specifically say, but my 
impression was tha t they may f avor - they realize 
they've got an enormous surplus: nearly 400 million 
bushels carry-over next year , what it amounts to; 
but if tbis is going to be Eo substitute for reducing 
acreage , tha t's sometaing else again. Th¥t was what 
I felt he was apprehensive about. I didn t r cise 
tha t ques tion at all with him . I raised t he question 
of getting rid of this surplus, and I told him tha t a 
year from today they ' d certainly be gl~d to take any 
kind of a suggestion, when they COIDe around to the 
400 million bushels. 

Well, just for the record , when I talked to Henry 
llellace today and dropped the hint tha t we were 
·•orking to find ways t o incr ease the consumption of' 
wheat, be said, "Well , tha t's out of the question." 
6e said, • I n the first place, it can' t be done . That 
isn't good dietetics• - is tbat the word? •You want 
to aive tnem food ~nich is resistant to disease. You 
donlt want them to eat more wheat . • 

And he said, "And furthermore, it's bad politics.• 
Get this . •Bad politics, because if you got people 
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to eat more wheat , you immediately would run into 
a jam ·dth the Corn Belt . Very bad politics." 
All I could do was not to just curse 1n his ~ace. 

But just get that - "Bad politics . If people eat 
more whea t, you immediatel y fly into the ~ace o~ 
the Corn Belt . " 

Well, I felt I was t alking - I felt like saying, 
"I'm t alking about feeding buman beings, and not 
hogs." 

You wouldn't fly in the face of the Corn Belt either . 

What? 

You wouldn't fly in the f ace of the Corn Belt . 

Be flatly turned i t down, see? 

I wondered - you see, these fellows, I•ve worked with 
them a long time on different occasions, and one of 
them said - a man na.med Bell, who was a wheat man in 
AAA, said to me, •You know, if we get rid of that 
surplus • • •• • - in other wor ds , with that banging over 
the people' s head, it would help promote t heir program 
of r estriction - the necessity for their r estricting 
acreage . 

Miss Lonigan went in wit h Tapp as to the possibili ties 
of how much wheat might be moved into consumpti on. 
She could report on that. 

Very briefly . 

That plus the other thing you a sked me to get up. 
.. heir figures show - the figures that he gave you 
are a maximum; they're not actual commodi t i es 
goi ng 1n. And the amount of coJDJDodities going 
into Cleveland actually in April - as nearl y as 
I can e stimate the:a - t here were f ive commodities 
went in. Per family - this is just an e stiute; 
I have the act ual commodities, but nobody has the 
actual number of familie s . 

Have you got the commodities? 

Yes, sir. 
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Now, the average - divided by 20, 000 families -: 
l OJ pounds of apples in the month or April ; two 
end a half pounds of butter; seven pounds of 
oranges; sixt,-seven pounds of potatoes, two pounds 
a day; and a third of a pound of rice. 

Way I have that? 

I'll reed you what they didn't put in. No beans, 
no cabbage, no vegetables, no flour, no grapefruit, 
no dried skim milk, no peas, end no prunes - that 
were in your list. 

Well now, Miss Lonigan, isn• t there some way - may 
I have that, please- isn' t there some way of •••• 
Wait a minute, I don't get this. 17hat1 s the first­
this J6 pounds, of whet? 

First column is the column they gave you. 

J6 - i s t hat potatoes? Apples. 

Apples , yes. 

Actually lOJ. 

Yes , sir . 

Then they sent more, did they? 

Yes. 

Beans, they claimed J, 

Yes . They didn ' t send any. And no flour. 

Now, can I use that? I mean would you stand up 
under white heat on that? 

Well, the only difficulty is, llr . Secretary, that 
it is not the fault or the Surplus Corporation. 
They ' re doing what t hey're told to do. 

by whom? 

By the Secretary of Agriculture and the Relief 
Admi.nistration. 

1 
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Well , look, somebody in the United States ought 
to know how much went into the City of Cl evel and, 
say, l as t .veek. 

Yes, s ir. Nell, tha t' s l as t month. Last week­
I don't &no·• 1f - they didn ' t have 1t 1n the 
Corporat ion - they have i t here in Washington. 
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I think he s aid he gave you a report, an emergency 
report he worked up for you on commodities that 
.vent up . l:le told me he di d . I didn't know. I 
hadn't seen it. Be said they worked up a special 
r epor t on f ive or s i x cities on commodities for 
you. 

I never saw it . 

I didn 't nave it, so I Jus t sai d I didn't k now. 

Well , why not ·.vri te a letter f or me and say, could 
t hey, beginning now, give me each week what went 
into .••. 

They ' ll do tha t . They ' ll give it to you each month. 
! mean I've already asked it for each month. If you 
Nant i t e~ch week, • e 'll ask for it. 

Well, how about this 10.3 apples - but \tould t ha t 
stand up, or is that an estima t e on your part? 

That ' s an absolute figure- absolute t able of the 
actual commodities . I have to d ivide 1t by an 
estima t e of f amilies . 

Where di d you get the t frorn? 

Well, ther e ar e 27 , 000 families on relief, and I 
t ook 20 , 000 . 

Oh, I see . 

There is no rnyme or r eason - the actual commodities 
I got from t hem - it 1 s so low t hat you could t ake 
10 , 000 famil i es and i t still would be shocking. 

All right. 

There's a very important par agraph on the second page 
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of that. I'm not sure the Secretary has got it. 

Nha t ' s the t? 

17S 

That one about us i ng that 
The t' s worth explai ning . 
cl ties • •.•• 

in place of r elief money . 
In other words, t he 

••here is that? 

! think you were reading it, Yr. Secretary . 

The cities &nd local subdivisions have been trying 
t o chea t on Federa l Surplus Commoditi es . 

Oot a retJson for being cautious. 

Use thelr money a nd hold back the other . 

If they wer en' t ca reful, they'd be the goats . 

Who would be the goa ts? 

I f the Surplus Commodities Corpor ation w~ sn•t careful, 
t uey 1d be the goats for t he whole relief program. 

I see . 

Well, t t1ey shouldn' t be . 

No, s ir . 

Hopkins , i f it 's anybody - it ' s his responsibility . 

That ' s why I didn't want you t o use it and have 
so~:~eone ...• 

Wel l , I wa nt - now jus t let me a sk you another 
ques t i on. This memorandum of Babcock, have you 
got that? 

On Parran? 

Babcock. 

lles, I got 
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I had it copied and sent it back to you. 

Yes, I've got that. 

Are you sur~? 

A photostat copy. 

177 

I'd like .lliss Lonigan to see it. That's a brilliant 
piece of work. 

He 1 s a grand person. Oh, he was magnifi cent. 

(Laughs) 

Oh, . it was exciting to sit here . 

You're not the first on.e he h1 t like that . 

He knew his stuff . 

What? 

It a man knows his stuff, he tells it in the first 
three sentences . 

~id you see the memorandum of yesterday? 

No. 

For heaven ' s sake let her see that. 

I Just got it. 

There ' s a - it' s politic, and he ' s easing us into 
the thing, rather than bulling his way into the 
thing. 

I think I only got the enclosing letter, though. 
I'll check wi th • • •• 

Well, I don't know who copied it. 

That was the thing you gave Kieley to have photo­
stated . 

Yes, a memorandum. 
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the front sheet. Looked like an 
I mean l ooked like the covering 

I know what you mean. 

I 1 d send t'llo copies back:. 

Let rae check . 

Tbat•s all right, we' ll get around to it. 

You (Klotz) didn ' t handle it. 

No, I didn ' t , but I'll look. 

I told him t o do it. Yaybe he did do it . Let's 
just settle it. Did I do it through Kieley? 
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I got it marked " Personal a nd Confidentia l " - one 
sneet . 

There's a letter which be sent me, g.nd an accompanying 
memor andum . 

I got the first. 

Nell , the letter was unimportant. Tbe memorandum 
is what 1 want you t o get . 

Well, you held that up . 

Tnat • s t he thing. 

Now, anything else on this? 

I gove Bab~ock a preliminary report from Dr . Collins 
and you g s.ve Dr . Parran until noon today to have llis 
sta tement, and I 1 ve got it - the final. Here i t i s . 

Thank you. 

I ' ll give IUss Lonigan the other copy. 

Babcock thought that ~arran's wor k: was so good ••. • 

Be's put quite a few charts in there because he 
thought you were chart-minded, and be said, "If he 
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brings it over to the President, the President is 
also chart-minded." tio he ' s really done himself 
well on the charts . 

"'ll right. Now, what else? 

That ' s all I ' ve got . 
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I t a lked wi th Yr. Brickett after I finished with 
what you asked me t o do yesterday, and 'Ne cleared on 
this ques tion of giving commodities to the self-help 
exchange t hroughout the wnole progralll, if it goes 
through. 

Mrs . ~orgenthau says she was wor king on Governor 
Uyers at tne same time . 

How she worked on Governor Myers! 

And he was all prepared this morning, and he went 
rignt to work. And we called h im up a nd asked him 
if he was s til l on the Corporati on . No1v I think we 
have nim a little ashamed, and they're going to have 
a meeting. 

bhe just kiaded him last night. 

I believe it. I 've seen her work. 

There was one o ther point, Yr. Secretary . It was 
beautiful - ~r. Bri ckett - Mr . Tapp ~entioned t oday 
t ne possibility of 25 millions of t his whea t moving 
int o domestic consumption through leading channels. 
Now, of course, tnat•s nonsense . If t hey wanted to 
move it and th e thing was worked out right, it could 
possibly be a hundred millions . The Oep&rtment of 
Agriculture has got a curious idea that t ney call 
inelastic demand. Their economists talk about it 
and say you just can't move more agricultural 
products, it jus t t sn1 t- there's nothing t o i t, it's 
nonsense. 

And you can move all of them if you move them into 
the people that real l y need them. There ' s the 
pell agra in north Texas, all these people in the 
mountains in Tennessee - all over the country. 
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I imagine that's covered in the Public Health report. 

I mean the places to which you can move this, if you 
want to - 2 5 millions of wheat is nonsense . 

Well, the point is, aft er I get the President• s 
and Urs. Roosevelt ' s interest- the reason I ' m 
hurrying - I 1m going to see Mrs. Roosevelt at 
4: )0 on this . After I get this thing going, then 
the President can get a committee. But this trying 
to change five years • philosophy around- it' s not 
easy. I mean it has to be done - a sort of hedging 
into this thi~. But keep moving . 

I think you're making •••• 

The f act t hat Wallace i s sending people over - we'll 
get people stirred up. 

He sent the best men he had , t oo . 

Do you want t o incl ude Mr. John Carmody's name on 
tllis electric refr igera t ion? Don't know whether 
he \fOuld be helpful. 

·I• ell, this is - I ao know about Carmody, end Myers 
soia he ' s limit ed to lending on electric lines; he 
can' t do the other . 

Yes, but he hasn ' t quite the same limits as Governor 
llyers. He mi ght be of use . 

Nell, Babcock is going t o start a hundred of them, 
and he ' s getting the money from a co-op - National 
Co-op . So he•s starting a hundred himself. But he's 
borrowing his money from Myer s , you see. 

Oh. 

Yes, so be doesn't need Carmody . But he said he ' s 
starting a hundred right away . 

Regraded Uclassified



~ 25,lG38 

!heae .. ttera were d1acuaaed with the 8ecretar7 

b7 Ccam1aa1oner HelYer1ng at a conference 1n ~ Seo­

retarJ 'e office. 

181 

Regraded Uclassified



TREASURY DEPARTMENT 

WASHINGTON 

J!¥ dear Ur. Secretary: 

I have carefUlly considered t he ousceotion made upon the 
occasion of our ncent discusaion that illll:lediate action be 
tnken to establiah further units in the field alike to that 
r ecently eatabliohed in the Pacif ic Ooaet area . ior the rea­
eons outlined below, I have concluded that I would be derelict 
in my dutiel and responsibiliti es to you nnd to the Adminis­
tration i f I ohould fail to recocmend againot any enlargement 
of the t eat arrangement until we have obtained sufficient 
atatistieal advice to eatablioh that the bonefito claimed f or 
t he new plan are actual rather than estimated or hoped for. 
~ben end i f we have this proof, there Will be no more earneot 
advocate of the plan and no one !!Ore concerned t o accoapliah 
the ree.rre.D6ement of procedure and peroonnel than the present 
Comoiasioner of I nternal BeTenue. 

In aubatanco, t he plan of complete decentralization of 
authoritr and reoponaibility to the regional division ia recom­
mended as one that will (a) provide a more immediate contact 
between the Bureau and the taxpaJer, (b) aave costa to the 
s=ll ta.xp8¥er, and (c) result ill the more expedi Uows aet tle­
ment of the diaputeo. 

!here are now approxi&ately 3400 field agents stationed 
at various poato of duty t hroughout the country. 'l'llese men 
are aaaiened to 38 diviaion headquartero. The coat of t he 
field force ia nearly $13 ,000, 000. Theae agents obtain agree­
cents i n r eopeot of approximatelr 85 por cent of the ce.eee in 
respect of which they recommend changes. An additional 10 -per 
cent of t he caeoo ehnnl!ed by a~;enta are settled ill iashiDGton 
a f t er the customary r outine here. without correction of the 
agents' f indiaga. In all, 95 per cent of the eaaee chall&ed by 
a~;ents are s ettl ed Without the neceaoi t7 for coneideration by 
a s ettlement t;roup eueh &o 1o eatablhbed in Loa 4z>&elee. '!'be 
f ield force• havo now full authority to net;eti&te aettlemento, 
end except in ca eca where gra•e error 11 apparent, their con­
clusi ons are not dioturbed. In this connec tion, your a ttention 
h invited to the paragrnpho marked in t ho &ttacbed co-pieo of 
my letters to Revenue .&&ento in Chart;o under date of June 29 , 
1935, and July 24, 1936. 

The additional aeoeaamenta of income taxeo during t he 
! heal year 1937 amounted to ill exceoe ot $250,000,000. llearly 
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one hundred milli on dollar•, representing additional taxea in 

176,873 cases, waa agreed to with the field forcaa. About 

.;1ro,ooo,ooo was eae .. ced after conoldere tlon in 'ifa.ehington. 

! e tr.een $30, 000 ,000 &nd $40,000,000 wna aaaessed in consequence 

oi st1pul.at1ons before or determi nations b;y the !oa.rd of Tax 

Appe.Ue. 

Upon the b&aia of the Loa J.nt;el .. pl&n, or the plan of -

._ce:ent of e,ll •ettluent e!forh thro"4;b regiollAl ofticeo, 1f the 

coat (approximatel;y $150,000 per ;year) of that divioion (which repre­

sents ro~L;y 6 per cent of the job) may be uaed aa a measure , the 

t otal coot will be rou;:;b.l;y $2,500,000 anm••ll;y. T),io is the amount 

to be spent in the field off ices for the benefit of 5 per cent of 

the ta.~ers who do not agree with the ngentc 1 offices and who often 

refuse to diseuse their cnoes with thooe offices. 

'l'he sourcea from 11hich the personnel f or t he n.,. field croups 

is to be recru1 ted 1a suueated t o be the \7&shillt;ton groupa in the 

Inco~ Tax Uni t , the Technic&! Staff, and the Offi ce of the Chief 

Counsel . These men located in new environments a re expected to 

prevail with t a.xpeyere who will not acree with tho regular or(;Nliz&­

Uon cootin& nee..rl;y $13,000,000 and who are actuall;y boca folks , 

I outline for ;your in!ol':lll\Uon in the following parpgt\phs 

cor.oiderntionc which have created in =;r mind certain doubts that 

I nould wieh to have satisfied b;y known results after a fair test, 

1 e.:> not prspared to concur in a recolll:ltlndation baaed solel;y upon 

en opinion , ho~ver honestly th3t opinion is conceived, for so 

dr~stic e chanGe in the ~meat plana heretofore followed, which 

has prbdueod since I took office more then $1, 000, 000,000 of addi­

t i onal income tax collectiona. 

'Jo m a t recopize the clan€ers to which ...e will subJect :DOcbera 

of t he set tlo:tent groups 11ho will be dhtant fro" the support of 

Bureen and Department superiors. They will be subJect to the at­

t ecpted coercion by local politicians who will be able ocoaaionall;y 

to obtain the support of !.!embero of Congress. 'l'heee men (IUld the 

t ettle: ent ~n will beoo:DO field men) to whom io to be delega ted 

nll of t he Co=i uioner'• authority m&;y 110"18 to results in ao:>e 

ce.ses tlliit will bo ac:m:tl8ill8 to the reTenuos and e:nburauing to the 

AdministrPtion. Thie dancer ia part icularly present in raapect of 

cones involving fraud or nee:lieence pe!lAltles 1'/bere prominent men 

ore !nvolnd or m&;y be intereoted. 

lt 1a often true that field eeente pn more evtdentlt~r;y weis)lt 

to occe.eionnl self- oerving statements by taxpa;yero and t heir bueineaa 

eosoci e teo th&n would officer• removed from contact with interests local 

to the field divtdon. 'l'ho Dew aettle108nt ~ me;y likewise be per­

suaded, c.nd at ate:r.enta by men of local proe>inence, ao.::e tlmu in affidaYi t 

form, th3t upon close inspec t ion could not be euatained, mi6ht be giTen 

undue wei&ht and unwa.rrnnted credence. In e. reopecte.ble number of caaea , 

eapecially where the &I!IOUilt of tar involved is laree, in order to han 
the advantace of local .,..,pathetic conaideration, te.xpqero ann now 

elect t o ~ taxes &nd to sue in local Jederal courts, I t h not alWf\Ya 
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b;y local i nfluence. 
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'rhere ia aoM Juatifiable eOllplaint under our preaent ~ment 
plan that our deeiaiona in reopeet of aeeurit;y and other ..aluation 
queationa lack uniforait7. 'rile matter of depreciation bAa cauaed our 
field officers and our l'aahin&ton forcu creat difficult,. 'rb.at subJect 
beeaoe one of aaJor illportanee in recent ;yeara and J'OU adrlaed Concreu 
that ;you would undertake to so ~ it adminietratiYel;y aa to &Yoid 
a necesait7 for leg1alation that ;you eonaidered unfair to t~ro and 
inimical to the beat intereata of the reYenuea. 

Certain recorda of other Government Bureaus haYe been of ineeti­
:1\ble Yalue to the l'aahincton force s 1111d have aided m&ter1all;y in the 
recoYer;y of ta.xea due the Clonrnment. The7 are of •lUll' acceea to the 
\Tanhi"&ton forcea 11ho more or lese eonetantl;y consult the recorda of the 
Interstate co-roe CO!IIIIiaeion, the Federal Trade Co=ies1on, the Bnreau 
of l.:inea, and of other llureaue. The Securitiu and hchange Coahaion 
recorda haYe been nr;y Yaluable in certain eaaea, and of c ouree will be 
aore ao in :f'Uture ;yeara. 'rheee recorda will be inaccessi ble t o tha 
field forcea. 

To place the plan in more or leu i.~~~media.te effect throughout the 
countr;y, it has been •U~geated that the l'aahington forces must be eent 
to f ield statione. The ae people, intereated in the eontinuoua 8.114 ete&d;y 
move to h&Ye caeea eettled in the field, haYe been wholly conacioua t hat 
there would be e. reduced force in 'll'aahill&ton , but they have had no reaaon 
to suapect ouch draatic imtlediate action. lloat of these men 8.114 women 
..no w<n!ld go to the f ield c:uat ae.crifice considerable, if not all of 
thei r ll:fe1 a ea..inga , which 1e uauall;y repreaented by an e qn1t7 in a 
ho::>e. Tbe;y :met interrupt and read,luet plana for the tuture of t heir 
fomiliea, and with no hope or expec t a tion of increased coa:penaation. 
Probiobq a aubetantial llllllbe r of the more Yaluel>le emplOJ'OU would re­
tire fro:n the Service to p rivate employment or tranater to aome other 
Government branch. 1'he morale of the force , now aerioualy i ll!Paired, 
would be :f'Urther dam&ged, if not deatro;yed. 

I am frank to atnte that there 1e a humanitarian aspect here that 
givoa almoat complete pauae to aQ7 inclination I might have to take a 
chnnee be.aed upon the flatterln& reporte of t h e benefi ta cl.ained to be 
apparent dur~ the yer;y short period of the operation of the Loa 
Angeles experimental offi ce. 

There a" 40,000 tal< practitionera eDrOllad before the Treaaur, 
Department. 'l'here are other thouaaado not eDl'Olled. 1'here are appr oxi­
=atelJ' 4,000 technical emplo7eao in the Income Taz UR!t, field and 
Washington. ITe think there 1a a gain in atrell&th through the £%'0Uping 
of our forces. It h elemental that a diYided group cannot mai ntain 
th e otrongaet defanoe, and diotence from t he directing he&d will weaken 
any force bo t h in ito offenae and ia ita defenaa . 

It h to be obMrvad that no oaaeo are reaerv.d froa the applic._ 
tioa of the propoaed ~~~~~~p•nt ~. I haTe avar;y wish to help 
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the .-all taxpqera .. ula tbe1r c ... a w1 thov.t 11llllu axpeDJia, 'bll.t 
I t .. l aa...re4 that yov. 11114 1 woul4 wut pod Un aaiRU'UIOa t.ba\ 
we nn DOt •~rill& t.ba opporlunl~ ot tbe llura• to protect 
t.ba OoYer-Dt ..,S.DIIt t.ba \u a-ro14an aD4 ch1aalan 11114 epbet 
tba 4aa1pa ot aaltiah .. D to 4ataat t.ba mama .. to their owa 
'baD&ti t, 
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Of"'"tCI 0~ 
GOfll,ttiiiSSIOfi(lll or IHU RHAL MV[Jr(U[ 

Mr. i. P. RUtobiD...on, 

TREASURY DEPARTMENT 

WASHINGTON 

Inten>al ReTenue A8ent 1n Charge , 
Old Post Ott ice Building, 

Columbia, South Carolina. 

111 dear l(r, Hutchinson: 

It aaeaa appropriate aa we approach the c loae ot the present 
tiaoal year to conaider the objactiTe tor the coaiDa 78&r when •• 
are to baTe a Tery aubatutial addition t o our 1nTaat18'1ting torea. 
lie MJ' properly eat1Jaata our opportunity to do .ora and batter work 
dur 1ng tbe t1aoal year 1!136. 

Long aso - reached t he conclusion tbet aa 110st tax caaea in­
TolTa but tact queationa, &lld tba GoTarnaent•a caaa suet depend 
upon data and aTidance obtained by field .. ployees, .ore cloainga 
should be obtained by the tield otticara. A Tery persuesiTe arsu­
Mnt leading to tbet conclusion was that t~ere should JWt 
be required to pay t he ooata incident to treTel ot their counsel 
or t hemaalTas to Washington . We need to consider t he results 
obtained since .. adopted that policy to deteraiDa 1t the objactiTa 
baa bean acco~liobad. 

A conaideration ot the results obtained by ottioara repre­
oenting the Bureau before the Board and oourta in cues appealed 
attar the relee.ae ot tiDal deficiency lathra ohould be balptul 
to our conclusion. Oaaae litil!'ltad are often oasaa tor earlier 
yaar6, and a caae inTOlTing an attempt to collect a tax tor a 
year long poet ia naTer a popular oauee before a Judicial or 
quaai-Judiciel body. Court• are not particularly o~tbatic 
to olaima which •Y appear to be stale or late. This untuorable 
reaction is not capable ot 1dentit1o.tion 1D taqible torm, but 
it ia an especially natural Ulpulaa to arbiters 1n tax cuea, 
and alert couneel will ban all poaaibla belllti t to be darb ad 

in ooaaequance. 

In the -.naa-nt ot our work we abould oonaider ,!& ot ~ 
risks that are incident to delayed settlaanta, an4 our ettorta 
iO'a.Ule should contaJQ>late all knoom bazard.a, We wlll ban 1n 
•ind oaeaa were the aattl-nt attar appeal or suit baa not -n 
aa faTorable to the OoTerna-nt as would baTe bean aettl ... nta 
that wre otfered to ua prior to 11t1pt1on. It ia but reasonable 
to eatiate our cbiii'oii ud to hue due raprd for the risks of 
litiption during the earlier ·~·· or ca .. d&Telopaent. 
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The ... plo7Mnt or llddi tion&l tleld t oroae e.bould re8Ult 1Jl 

more poaitha atrorte to obtain aar-nta in field otrioae 8D4 

o.D illcreaeed percaotage or tax agreed t o ill t he field. Ken aa­

si~ed or to be aeeigoed ae group ohiete, ae oolltarMe, u re­

deW9rs, or in other key poa1Uone, aboul4 be MD or JudpiiiDt 

ud 'fiaion wbo can eeti•t• tba probable raeulta or oonUnued 

ertort t o obtain agraemeQte troa taxp~era to propoead darioianoiea 

aDd "Co will ha.,. t he oouraae to reooaeod poaiti'fe action. Tba 

subJect 1a one or great 1aportaooe aod daeanu )'Our tiret cao­

s14erat1on. 

We u.y not eately ol oae our eyae t o the argwunh or the tax­

payers . It 1e only ii"Od eeoae to hen enry r egarcl tor t he oon­

ton tiona orre r acl by the oppoei tion. We, o r course , he.,. no wiah 

to aeseee or oolleot a t ax t hat h net duo ,- IIJ!d ha.,. elWII)'a main­

tained 111 1apart1al •1aw wbioh moa~cerliraly requires that we 

consider both aiclea or a tax queation. I t ia-.o • ery eaaentiel 

that "" ba'la r .. peot tor the news or the taxpiQ'er and ao 1a10h a 

part or our philoeopby or aanaa-nt that we do eo t.hat i t ie 

probably not neces sary t hat I Mntion 1t , but t he principle ia eo 

important that I cannot neglect to call it to your att811tion . Alld 

H ia DK>at nacaeaary I t b.1llk that I reaincl you that it will be 

desirable that you consi der carefully the coete that .., result to 

tbe Gournaant 1n an attempt t o e stablish 811d collect taxes baaed 

upon too teohnicel interpretetione or the etetutaa. 

lfe ara to aake a great aany 110r e axaainatlone 4ur1ng 1936 

theo ban been .. da in prior :reare. The opportuniV to do t hie ie 

t he baaia upon wbioh we predicated our request tor en additional 

appropriation. 'l'ba incruae in our torca Justitiae ua i n the ex­

pectation ot t. batter and larger product. The co-nt by tiald 

men to the e f fect that hundrade or tbouaande or in.,.at1gat1one 

which could not be •d• with the inadequate foro• prortdad tor 

aarllar years would ban proc!uoed aaoh year D18117 .ml.llione or dollar• 

or aoldi U onel re.,.lllle baa borne tru1 t. The appropriation hae baan 

pro'lldad, the aan han been h1ra4 8D4 are beins trained , and it ia 

now our opportuni v to aeke good our pro.ml.aes. 

Thera ought to be no need tor Waahiqton to quaeU on and no 

opportuni v tor it to adJus t or change a record aa to taot quae­

tiona. Alld the field roroee are •11 equipped to atlP17 the law to 

the racts. We auot aeke anry a r tort in the field to connnca 

taxpiQ'era t h at our oonclueiona are aound and i n colltonol. t7 with 

the law. Plaaea ... that agaota' reports 1n r .. pect ot it-• oon­

cerning .etch 7our agenta and o tticara ~ be in doubt are 110st 

caratul.ly preparacl and that the deh ooncarnin8 SlCII quaaUona are 

as ooa11late ae IJ>Od aanageaaeDt will per~~U . 

Tba tax .. rrtcea and other retarenoa .. terlal turniahed to the 

field toro .. are -ple and 1t 1a expee•td that agent• will etutr 

tax deaia1ona and acquaint tlllaaal na with praaaclanta eat abliahed 

by tbe oourta and the Board ot Tax Appeale. our a 1a • Samoa that 
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requires that we keep oonat&ntly apace wi th chan&••• and tho as ont 
who fails to koop up lith tho proooaaion beooaee a liabil i ty. 

We olooo i n tho field (in uuabero ot oaeoo) a larso poroontas• 
or tho work handled, and we han rroa tiJM to tiiM pointed to that 
result as indioatin of haTing prosroeood ~rd our objootiYo ot 
more ooapleto dooontralbation in t aot. But we han not - do tho 
pror;resa .. ehould aako in ooourtn& as r•••nto in roopeot to. oa10o 
iDYOlYinr; larso .... or propoood detioionor tax••· Our ettort in 
tho tutur<l muot be to illpron our rooord i n that reopeot. 

Our rooorde ehow that field partieo roprooontinr; tho Comode­
aionor•s Technical Starr or tho Office of tho Aloiotant General 
Counsel clooe a largo percentage of oaaoa aosi~od t o them Without 
trial, and by agroo110nt with taxpayoro or their counoel . Every 
case so closed ohould be yory carefully examined by t ho originatinr; 
di'vhion. Thil etu~ will uaiot uo in our management of oaaoo 
developed in tho futuro oinoo we will learn what oirc\119t&nooo pro­
noted that oottlea:e.nt by our o101 foro .. before tbe roleeoe of tbe 
final de1'1c1ency lettoro. 

I h&Yo in mind , I think, your reaction to the ouggoation juot 
above. At t imeo we will be disappointed with tho reaulta obtained 
by sett lement. Very earnest and woll-intol'llled men will orton 
entertain very different vi ews as to what may constitute a good and 
proper closing of a tax oaae. Certainly it is but good, sound oonoo 
to estimate, 1n our consideration of a oaoo, tho riaka of litigation, 
and our effort a ohould be to oeouro oett lemonto tba t aeem reasonable 
in vi.w or all the o1rc~tanoes. or which • • ~·t all agree an 
appraisal of our ohanooo before tbe oourto 1o an iJoport&nt feature . 

Our intereot in the ouooou!'ul manar; ... ont of tho 100rk of the 
Ineo.., To.x Unit 1111st be oubordinate aloz:e to our interest in tbo 
IUCCel& of that or the Bureau .. a whole . We ohould manar;o our 
affai r o, at all timoo, in ouch a manner as will add to the preotir;o 
of the Income Tax Unit and meet the wioboo of the Bureau and Depart­
mont executiveo to whom we report. We will be oritioi &od if our 
task is not well done oinoo our undertaking io not ono which will 
att ract compl imentary comment. No one likeo tho •tax gatherer. • 
This fact, it eo,... to me, muot be tho oir;nal to all lll.lllbero of tho 
Unit eincoroly intorootod in tho Service to be moot careful ot their 
official actiona. 

Whan recorda that are not tho boot that can be dneloped and 
that will not otand up are reloaaed by thld otrioeo, tb;; Gonnaant 
ia do1'1n1tely handi capped 1n ito oubaoquent .an&&en«nt of tbo oaa ... 
I t 1o our reopono ib1lity to protect the Bureau of Internal Ren nuo 
from juatifiable or1tio1om. A pooitive effort i n t hat reopeot io 
represented by the preparation in the field of tho beot and moot 
oo~loto record in oupport of a tax oa•• developed. 
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I realize that there are te.pt&tiou. to forward r eoordo to W.oh­

ington that are not &o tully developed &a a.y be poosibl e upon unuau&l 
effort . All of ua will beoOIU impetient at timao upon an inability 

after earneat effort to obtain the cooperation of taxpeyero or their 

coUMel. At timeo the fie ld -n will feel that reo-ndetiou. aore 

or leu dr&atio in ohar&oter are neoeoaary to obtain the pr oper re­
opollol to their eftorto. When WI reach that oonoluaion, it -y be 
well to pause and oonaider the etteot or arbitrary action upon the 
Government's oaee . A poor reoord ia dangeroua to tho Goveru.eDt'e 
intereats and helpful to the taxpeyer •a oaae. I t &ttordo the oppooi­

tioll immediate opportunity tor oriticimn and attack. It muat be our 

purpooe to gin eopeci&l attention to r.porto •U&&••tin& arbitrary 
action. A caoe recocmending arbitrary action ohould not be forwarded 

to Wuhington until it haa had the peraonal attention ot the At;ant in 

Charge . 

I wioh to write you very frankly oo~>oerDi.llg another moat important 

upect ot our work. We u.into.in a tatiotioo duigned to ohow the total 
""'ount ot tax reo....,.nded, and at appropriate intern.la , we chart the 

reoulto, Thio otfera an opportunity to 0011pere the yieldo troa the 

ditterent dirloiona . This record 1o intereatin& but not particularly 

pereuaeive to ~ eound ooncluoion in comparing the relative efficiency 

of the erreral divieione . 

We , or courae, continue to otudy the reeulte of the further manage­
ment or our oaeeo, t o aocert&in the perceDtage ot the recommended tax 

that io ouotained, e ither before or atter the releaae ot final detioienoy 

lettera . We do not aa a rule ha1'1 a baoio tor aound concluoion OTer ~ 

COIGp&ratiTely ohort porioc1. But over a per ioc1 ot years we will arrive 

at a poi nt where, haTing prope r ooneideration tor unuaual illcidento, we 
are able to reach a oatlofaotory oamparatin beoio , After all, ao in 

"'1>' private buaiD&oa, we muat han an a?propriate regard tor the protito 

accruing to the GoverDme11t tor the dollar ... apeDd. Our probl• in a 

large aenae 1o perhapo no different tr= that ot the average buoineoa 
co11cer·.>, exe>ept that we repr .. ent all or the people and are at the ..,.. 
time t .hoir aervanto , Obviouoly it 1o our duty to obte.in the b .. t profit 

roault poaai ble. The ai&e of the project often 1apooea upon ua a 
nooeaaity to aelect what we e>onaider the moot productive work, although 

upon ocoaa iona in a particular oaoe where tho aaount involved h not 

large, a principle ~ be involved. 

One ot our prin<>ipal obj eoti ... durin& t he <>oaing year will be to 
obtain a better r .. ult i n rec...,.nded tax that will stand up under 

attack than we have ever had in prior yeara . You -y be aaaured that 
the W&.ahington unite will otand behind the record that you prepare i t 

it per.ito, &D4 in the laat ana1yoio, our opportunity to improve the 

reoor cl in reopeot of tax to which the tielcl toroeo obtain agre-nto 
will clepend upon our ability in Waohington to ouooeutully detencl 
your reoommend•tiona. 
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Le~ • rn.1D4 rou ~bat I .. Ill~ uxtou to baft 1"V ft'e* .,_nt, crU1<>1 ... aD4 reoc•-.l.dioa 1ll •-ouoa wUb aliT •"-r 
tba~ o0110aru ov.r •We.l lauren. I !lope rou w1l1 DO\ tall to RIIIIU 
wueeUou tor ebaacH aUber 1a lleAiJIP• or \be t11114 wb.ioll 1a 
JOur jadpG\ woul4 iJiiproft ov.r SerYioo, I abcnal4 be &184 ~ baft ~ 
rou a .,..,. ~au na-t 1a raYlft of \be wod< aooa.a>l1abe4 'bJ 
rour ottioa ao.rl.a& tba pu~ fiaoal ,..ar aD4 ill a>q>l.udloll ot J<1V 
plau tor ~· oollille J'a&r• 

V•rT al.Doorel.T TOal'•• 
( 81"*') 0117 T • Bal TariJIC 

o-saa1oaar. 
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TREASURY DEPARTMENT 

....,..u._ ..... • -.. ~or~·- OOC'WCJOIA --".-.'o 

Mr. 1. C. WilDer, 

WASH INGTON 

IntertiAl Rnenue Af~ent ill Ch!U'f;a, 
BaltiJDore , lllaryland. 

loly deer !.!r. W iiJII&r: 

W• looked forward on July 1, 193~, to an opportunity dur1ng 
the year to undertake 110re examinations tban eur before ill a 

ailliler period in tb& hie tory of the Inc.-a Tax ODi t. ille antici­
pated the preparation Of 110re adequate reports designed to aid 
more prompt closings or tax cesee dneloped. \fa hed secured a sub­

stantial addition to our toroe ot agents and were assured that many 
thousands of returns of the t ype that ill prnious yeare, because 
ot lack ot agents bad bean returned to Washington not aXIllll1Da4, 

'

could be inuatl.gated. It wu as well our expectation thet 110re / 

Ume could be dnoted 1n attorts tor eetUe11111nt ill the tiald. 

An examination or our statistical studies tn deecrintion or 
the work done during the year will be helpful to ascertain whether 
our aabitiona were realized. I know you will be u well pleuad u 
I aa to note thet during the fiscal year reTanue agents exaained 

129,448 110re caeea then during t he last preYioua year. They recca­

mended $?9,067,8 97 , 91 more in deficiency taxes than during the fiscal 

year 1955, and submitted better and 110re complete reports tban ill 
prior years. 

ODder data ot NoY..,ber 8 , 1935, we d1recta4 thet returns tor 
tba 19M tax year be co~~~pleta4 not later tban 1una 30, 1936. Secre­

tary Morgenthau r aaobed the conclusion thet t axpayer& should ba 
adYiaad promptly when their return• were to be quaationed, He fe l t 
t hat it -e not tair to t axpe.yera to be approached tor t he tiret time 

tor purposes ot investigation to .. -ard the close ot the l1Dtitation 

period . You heYe responded to that daand with tl» :ual and intel­
lige nce that we baY~ learned in Washington to expect troa our field 
torose. The taxpayers and the Service will benefit as a conaequanoe 

ot the opportunity we ban obtained as a result of the auoceuful 
II&Dagement ot the acce lerated progrelll. We m,y now oo-ca our work 
upon returna tor 1955 and aubaequent ,years three and one-helt 110nthe 

after tiling. 

There will be a Yaileble a full year within which to •~ina the 
raturna tiled tor 1935 and a like period tor each aubaequent year. 
OUr taek 1a a recurring one and ill. the tl.llal analyaia we can heYe 
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J.:r . J . c . Willner . 

but twelve ""'ntha within which to do our ""rk upon &JIY one tax 

year . The atop forward toward our objective ideo.l of quick con­

tecto and early oettlemonte is well worth the oplendid effort and 

cacr l fices you made in the l ittle over aix montha permitted tor 

tho examination or 1934 returne . 

Our~ the fioeal year 19~ the field foro•• oeoured .. ,reo-

mente from to.xpayera to the &ooeament of o.dditional taxee in the 

t ota l sum of $77,367 , 187. 18 . That eum ia greater than for any pre­

viouo yeo.r in the history of the Unit &nd more than $32 , 000 ,000 in 

oxceoo of the o.zoount to Which asreementa were obt&ined by revenue 

a~;ento durinr; the fioeal ye&r 1935. In 1q letter to you of June 29 , 

1935, I otreued our intereet in o btai.ning a better reoult in a~;reed 

t axes in the f i eld and indicated "1Y conviction that your olooe o.tten­

tion to tho.t pbaoo of your responsibility would reoult in improvecent . 

I .,. very r~uoh pleased to have my confidence in the field oervice 

thue juotified. 

\ 

Let me a uure you that the purpooe of the Wo.ehington orr;o.ni- 1 
tation will be to support your oettlemente and I am eure you will ap­

preciate that in order to permit uo that opportunity, your delcrip-

tion of the i noidento of adjuotmento ohould be o.s precise and clear as 

1o pract icable. 

It is reasonable to anticipate tho.t with the more than one 

year• a experience meet of them have bad , the men added to your f~rce 

dur ing 1935 will render more o.doquo.te return than dur~ the firot 

year of aervi oe . We have re&oon to feel quite well ao.tiefied with 

what they o.ooompliahed dur ing their tiret year ot aervice and I oon­

r;ratulate you &nd the -bora of your ata.tt f or the excellent manner 

1n which you 1D4ueted them into the work and brour;ht them into pro ­

duction . 

It may be nll t hat when you oonte<Jplate your taak upon 1935 

returns to be o""'pleted during the t'ileal year 1937, you undertake 

an eDl:lination of the reoulta of the work in the B&ltb:ore Dividon 

over the preceding five year pariod , and eotimate the opportunitieo 

for i.mprov..,ent , Tbie study ohould euppl y a record tbo.t will aid 

you to chart the way for 1937 • I know of no better advice that one 

•y obtain than 1a a fforded by a atucl,y ot the hhtory ot put parfol'!O­

anoe in aey line of e ndMTor, The Bure&u baa cliap-ullled t hh record 

tor you throur;h pariodical etathtieal tabulat ion• , and it baa been 

ou r praotioe a nd your practice t o etucl,y the data thua preaented in 

connection with the I!Wl&gemeJ>.i; of our work durinr; year • eubaequent to 

tho periods thue described . 'lihUe a o0111pariaon of the reeulte ob­

tained aa betw .. n Div111one of appr oximately equal paraonnel 1a al­

way• 1ntereeti1>1, I f .. l that there ehoulcl be a t leaet an equa.l 

1Sl 
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)lr. 1. o. W1l.ller. 

interest in oo~aring tbo reaulte tor tbe ourreut 7ear with those 

or preTioua ,-ears, ud I reoo-.1 that 7011 ban thh t ho"Cht 1D 

mind tturtug li!Yl, 

Retorriue turther to our ocC>aeionel habit to ooapara reaulh 

or 41Tisions ot lilta aize tro10 the atandpo1Dt ot the nu.aber ot 

&gento .. ploJa4, it ie quite doubtfUl whether euch e caap&rieoD -., 

alnye bo depended upon as a aound baa! a. It h ua011t1al, I think, 

that we han in ll1n4 aleo the 41ttarent ooon0111o or b\lai.DOoo oon-

~ ditione in the sonral diTi.tou, and that w oonaidor the relation 

• or inco&e within tho terri tory Hnod to the national inOO• and to 

tha 1nco• ot tbo diTiaions oo~. Tho datic10118J tu: Tield upon 

a proper eerTicing ot a aaction ot the oountry, onr a raprasontatin 

pertod ot Je&ra, llllo\lld tbooraticallJ a pproxi .. te in relation to tho 

total detioteney Jlold the parC>antaga t he incaaa ot the localitJ 

bears to the national inoo•e. 

We intead to deter.i.ne tax lieb111ty. ()Qr zeal 1a not aloDe to 

collect additional tu:ea. We will not rooo-and the uo ..... nt ot 

taxes that han no ao\1114 baaia. It hoe bean pleaeiug to note that 

t he tleld aaniC>e does not hesitate to reoo-nd tho refund ot taxea 

When upon exulination tho rooord in41C>atos an onl'pa)'liAint. It w 

are to ha1"8 the contidanC>o of the taxpqara, •• 8lat be ao scrupu­

lous in our ettorte to e.acertain and return •ounta onrpaid •• in 

t ho undertolt1Dg to collect e.ounta due but no\ daC>lared bJ taxpBJere. 

I am assured, hownr, that J OU 'lllll appreciate the 1~~portance ot a 

very exaC>t reoord in support ot o'feraaaealllenta rsooOUIOD4od. 

we must aa representati•es ot the Go'f8rn~~ent oon'finC>o tho pub­

liC> that the laws ha'f8 no bias e1 thor for or against a111 1n41 Tidual, 

and are i ntended tor application al11ce to all . ()Qr reaponaib111 tJ 

permits no tear and no fa'for, but d•aD4• •t1oulous regard to tho 

ri8hta ot tho Go'f81'11101Dt (the people ae a 11hole) to the taxes leTied 

b7 Congrau, but in the J181lagtaeat ot our work .. ha'f8 a poalti'fe 

duty to protect in41 Tidual taxpa,-ere against unneoooaaey annoJanca. 

OC>oaeionallJ the auagestlon 1a heard that the etrichnBJ rat-

1Dga an4 proapecta tor pro.otlon ot ra'fanua asante depend upon the 

aaount ot deticlaney tu: .. rHC•mtod. 1fO ltn.ow tbora 1e no foun-

dation in taot upon which to baH anJ ~oh charsa. It a e t be our 

concern t o ba ..re that 1n no atll&le tnatanoe oan tbore be baola 

tor ~ch a orU1o1a. It ie rq urteDti011 to han JOU undaretan4 

that I - eapeoiallJ >;ell pleaaed with the SUCICOII W ha'f8 hod dur-

192 

ing the peat Ja&r, and no part ot thie caa..micaUon should be dia­

C>ordant with that purpoee. Bo-nr, I know J OU will ba quUe u 

annoua aa I a to ha'fe 70ur agent• undlretand that ne1 tbor tlrUr rat 

inga nor their opportuni tJ tor adftllc-nt -.r be aaid to 4epead upon tbo 
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Jlr, J. c . Wilmer. 

""""""t ot deticienoy t&xee ree>CJlDIInded. C""""'n aeue &lone will 
indie>ate that g1Tan the r un-c.f- the-mill e>aaea, the enrage agant 
will, OTer • rtpraaentatiTe per iod, haTe • raaul t in deticienoy 
ta.1es which will be of intereat to the .&&enta in Ch&rge, but I ... 
aure that they ..re not in &ZI<f inatance penal. ttiag the dollar re­
ault in reco11111endod t&xes to govern AD indiTldual agent '• otficie.noy 
r~till6 • 

Should your reTiawera or conferee s find indication& that ~ 
one of our agenta baa AD impression t hat hia future 1n the Serrlce 
depends alone upon the amo>mt o.r de.ficiency t&xea he recommende, 
ploue take illlllediate atepa to protect the Sorrlce •gainat t he nry 
Dlltural unfaTorable public reaction to be expected ae a reault or 
auch an impreaaion beillg created in the public mind . .t.o agent who 
failo to realize that hie duty to earn the r e apect or the public tor 
t lda Service ia ot the lltmoat i:nportance and who auggeata to 
~one, either in or out o.r the Serrlce, that hie wel.fare in the 
Service dependa upon the amount of additional t&x he r ecommenda, 
ahould have your attention 1n an effort to correct his viewpoint. 

The recorda over a period o.r year a ahow that approximately 
70'~ of the tax you recommend is eventually t.aoeaaod, I hope t hat 
this porcenta6e mt.y b e lncreaaed . I haTe auf.ficilnt confidence 1n 
you to be lieTe that it oao and will be, and I know you and your aa­
aociates durlllg the cCIIllag y ear will bend nary er.rort conaiatent 
with good -g-nt t o better the record in t hia respect. I • d­
TOcate your very aerioua conaideration to your raTlew proceaoea to 
t ho end that only taxea of aound base• be recoaaended tor aaae aament 

Real progreae in the management ot our field teak will be repre­
aontod by the e xtent to which in futuro yeara you are able to neso­
t iate eettlemente in your officee. Within the paat year more caaea 
involving the larger ouma in additional taxo a have been settled by 
you than ever before in the hiatory of the Buroau. This most cer­
tainly prolllisoa well for the future and ahould urn to encourage 
your settl«Bet~t ••n to .further errorto. 

I know quite well that you, 1n oo:mon with your Wu hington u­
oooiatea , Tiew alway• with anxiety the r e cord of caoeo on which 
euch time ia apent and thorough exaainationa conducted, where "no 
oh&J:l6e" repor1oo reault. It 1e unneceuary, I .., aura, that I re­
que at t hat you a nd your auperrleora, and more e apeciall;y your sroup 
chlefo , give thl a phaae of our work poaitin and continued attention 
during the preoent .fiaoal year, with the hope that we can reduce 
appreciably our unproductive effort •• repreaented by the ILDDu&l 
griat ot "no chan&•" oaaea . 
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llr. J . c. Wi~r. 

I conaidor tho Internal Revenue Agent 1n Charge oe =f por­
oonal repro unto tho 1n the ~emont of the ., rk under hlo oupor­
rloion, We han -do greet otrldoo in our joint effort to ~ron 
tho Sorrloe 1n the field, !hlo progrou 1o pronn by tho inorooud 
amount or the deficiency taxes propooed by TDU, to which TOU han 
obtained ogreeente, and I know TDU oro o.o unwilling && I o.a to 
hove the roault tor tho next Teor 1LDf looa oo.tiefooto~ thoo that 
for tho Tear j uot po.et, 

I feel aoourod that TOU will appreciate tho paramount impor­
tonoe of selecting tor aaaignment to tho koT positiono 1n TOUr of­
fice .., of unquoationed obilit1 end intogrit1, A auperrlao~ re­
aponsibilit1 1n the field oorrloe or tho Incoao TOx Unit requireo 
o. .., or co.pooit1 if the Bureau, the Dopart101nt, end the Admlnle­

trotion oro to bo protected from juotifioblo oritioiam, Our dutioo 
require that we inquire int~tely into tho o.traira of oorporo.tiooo 
end indiTiduola, end tho ofticera to whoa tho invoatigotiog roroo 
are to look for o.drloo end guidonco Dltt be tbe m.en boat qualified 
bT experience and native obilit1 to o.oaiat them end to direct thoir 
efforts . I aboll expoot tbot your aelaotiona wi l l be governed by o 
consideration alone for the welfare of the Service, end tbot you 
will be guided by no other concern. 

I shall opprooio.to TOur commonto upon thia oommunicotion end 
your extended report upon Tour plena tor tho conduct of the work 
in your Division during the prooent tiecol year. 

Sincerely TOUro, 

(Signed) G~ T. Holveriog. 

Com:miaaioner. 
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To: c~~•ios ioner Re lverins 

Tte Secre tuy 

I rocei"'ld today a le t ,.,.,r tro,. !Irs. L'"rie s . :!acne1l or 
:;r.n·l~ r oint , Long Island, z:er: Yorlc , co"'plei ning of t he delays an<l 
,..,. · rsab or opinion by tba Suroau wt.lnh I ~<I occurred i n tte ""'" 
or , .:r elttl:a3 for retu.nd ot' o'fttrptynents of' 1nc<X":le taxes tor 

f 

l';}h "~<\ 19}5, It i s Cly llnd~rStllll~l~g that Checks have ROOf SOlie 
ro~""rcl to :.:rs . J.:acnell for the S"'t'unts or the refunds in ouest! on . 
H ::r~ . ilc ne1l1 s c ase had been hsnUecl a~ it ehou~1 !>ave been aho 
"'CUl<l doubtless feel assured tho> t the !mreau was fair and e1't1e,nt 
1~ r a turning to her over~~nts which sh~ bad made ; i~doe1 , over­
f")'l""nts 1n e xcess of •<hat •he haO clo1rt~4 . 113 it i s, she reels, 
>rHh " r,ood deal of just1r1cotion, thf\t t ho Buroau has bean unueu•JJ:r 
inopt ft~d i nefficient . 

Ur s . lJ.ecn•H wrote t o Mil M .TnnUAry 7th regarding these 
olftirts for refund . tlr , '!&gill nferrad h•r letter to 
~.,~ut1 Co.nlssinner Russell wHh th r equest that ba should oe 
r ro.,ptly a dvised r eg .. r d t ns the ste t ue or the c l •illls . M.r. r,:n.c1111 s 
orrtce endeavnred to get rroort notion; bnt It ...,, not until 
':t..roh l , 193!! that I recei..,d a tlfi'IOrandUM ~rom you to t he ettoo t 
.. hat C6t"t 1 r1cates or OW:l"ft1M~8"'l"J:nt in e.ceess of r:rs . ! "Ac ne! 11 S 
el>\hs !>ad been r .,ccxnended by t l>" Rnenue A<;ent , subject to 'f8rl­
rio.atlon of the value of certain depreci,.ble property. ('n l!aroh l Oth 
I a i.;ned a le tter prepared 1n t he I nc""" Tu Unit and initialed b:o 
yourself , anong others , "" J.:arcb 9th , to tho e ffect tb11t the Bureau 
l•d c!•termimc! t~t o....,rpe.)'Menta in stata~ amounts bed been M de and 
~hot ·.:rs , L:Ucn., n woulr\ recelva • 1n <lue coor.oe• rro:n t be Bureeu a 
otfttet:ent a >towing the details or the oonputetions or tax l1ob1li t:y 
Md a check for the amot..nts d\te . On t:arch ll t h o. ooro dete1led 
let ter wus sent to ~:rs , :.;,.cno11 by Deputy CCJDJII'!sioner Kirk . 

1:rs, ~~cne11 apporently bed no further cotuounication tram 
the Bu:rao.u on the s ubject until April ?Otb , when Rhe rscei...,c! a rol'lll 
letter notifying her tha t bor clal'lls tor re fund bed been dloallo1'1!1d, 
Ir abe had b•en a t rained tax lawyer it Is conce1.ahle that abe 
could have tvOrked out the taobnioalitles of the s1t\Uitlon by OOI>.P"l'-
11-3 the let ter ot ' !arch lltb mtb tba lette r or April ::Oth, but 
s ince she 1s simply a teXJ"'yer and not a le..,..r she eviden tly, end 
na turall:y, au.-c! t ba t the Bureau bad rewreed itself . ~DCo , aha 
felt H neeessar7 to call on the InterMl Reftnue Agent at Broakl;'D, 
wt:o •nt o...,r the wt:ole ""'tter &£"In and a dvieec! bar that ate bed 
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overpaid her taxes tor 193~ and 1935. HO<>enr , sine• she bed rs­
eeiwd no l"urtber cormun1cat1on trlliR the. Bureau at l:iaobington 
after t he letter of Apr11. 3:ltb 41sallow1na he.r clAI.as tor retund, 
she !inaU7 wrote • on AJ)l'U 21th an4 ~in on l!ay 2nd , u I haft 
i.Ddicatad abo,., ~r . J.:aaUl "'" adviaed thia attarnooo that the 
refund checks bed been aent to the Collector at !!altb>ore oo 
Ay.-11 30th. At hla direction Deputy OO!'JIIlaoloner Kirk told the 
Delti;ore Col lector to send the checka !orword this afternoon , 

Here you l•eva n record ot n•arly two months delay bo t....,on 
the t i'IIA tbnt M:rs . l!acne1l was advised that r•tund c hecks would be 
tortbcoming and tb• time when t he·/ "ere actually se"t to her . 
I •dqod , if s ba had not writtan me directly about the c hecks I pro­
,...,. they would hAw been held up at Balti-noN tor snerel days or 
se...,ral weka """" · Worse tt.an tM.t, 1.4-e. t:acue11 h first informed 
t hat the re!U!Id checks will be sent and 1s tb.n in!ormed that bar 
cbl"" for rotund haw been disallo...,d, Although Mr ease finally 
ls di sposed ot •~tls1'ector1ly she i s aubjaoted t o wholly unneooaaory 
1nconvanlenee, uncertainty and del ay. 

I am nos t disturbed by the r ear t hat there are DBny oth~r 
•b1ilar s ltunt1ons which "ever come to your attention or mine, You 
lolovr how bportO\nt 1 t is for t he Bureau to toot er g ood public 
rolatiore . It 18 l1ttlA rronder that taxpe yers openly oritioize ua, 
1r inel~ente or t hi s Rort are c~n ooour1~nce4 , 

tie cannot as sumo tba t a ll taXJ"'Y"r• are in doily conference 
w1tl: caap!ltent tex lawyers >l!lo con n~a6Uy a dTise tbe"' or tbe ""'IIJilng 
ot lllll'<IOU. le t ters . I think it -.ould be well wortbwlllla tor tb8 
Bureau t o undertake at once a caretul .urny or 1 tB procAdure and or 
the letters Nllicb it 1:: us1na in oornun1catin'5 with taxpayer 8 to tba 
end t".at they trAY bo n~de as s!Jllple llftd understandable as poss ible 
~nd t het such contusion as oco•~rod ln tbla ca~e may be obviated tor 
the future . 
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TREASURY DEPARTMENT 

I NT II .. OP',1CII COMMUNICATION 

OATC MAY 2 5 1008 

TO Secretary Uorgenthau 

H~ Ollplw>t 

For your tnrorsation 

14r. Douglas bas replied to our letter or llay 10 1D which we approved 

the proposed plan or reorganization for Genesee Valloy Gas Company, Inc. 

Tho attorney tor Genesee 1a now tnlc1ng tlle posit~on, aa ~sult of the 

dissolution of Citizens Public Utilities Coapany and Eastern Otilitiee 

Se~ice Co~pany, that Genesee is no l onger subject to t he provisions of 

tho Public Otility Holding Compan;r Act . For the purpose of determini"i 

tho status or t he ap?l1eat1on, the attorney tor Genesee bas been requested 

to sub11t a brier to support his contention. 

In tbe event it is determined that Genesee is no longer subject to the 

SEC Jurisdiction, it 1e probable that a plan, substantially similar to the 
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one suuested by SEC, will be insisted upon by Judge Catte;y 1D the reorganiza­

ti~1 proceeding now pending before him. 

!Yo shell keep :you advised of devel opments. 
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T REASURY DEPARTMENT 

INTER OFI'lC IE COWNUNICATION 

om MAY 2 5 1938 

~ccretHy :.torgenth6u 

Hol'mon Oliphant 

Supplementing the suggeatioo contained in yesterday's 
• •ore.nciwo to :;ou that r.e do aaes purchasing for Straus 
in connection with United Stetes Housing Authority projects , 
I oa r eliably inforced that such a aove has a very good chance 
of tin<ling suppor t in unexpected quartua. My info.rt:atioc 
is that such cen as Green, of the American Federation of 
Labor, Hoailtoo, President of the American Radiator Cooopany, 
and llurpby, Head of the !laster Pll!llbera Association , have 
inciicated that they realize the benefits of and are willing 
to go along *ith such a plRn to stimulate production . 

It is n.ot unreasonnble to suppose that the r eaction of 
the so indi viduels is typical or those ~hose support r.ould be 
helpfUl , if not in fact absolutely necessBI~, in making the 
thing work . Conceivably llr. Hanes would b• interest-a and 

~oat us•ful in this. 

./ eJt':. ...#. ~ 
~-· .. ·· , r-J 
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TREASURY DEPARTMENT 
19~ 

INTC" OI'P'IC. COMNUNIC.ATI!)N 

PAH MAY 251!m 

•• The Seet•etary 

••• ,. Her:nan Oliphent 

For your 1nfon>O.tion -

You may be interested ln. the volume and types of legisl~tion 

<umdled by thiR of!'ice during the present session. 

Thls office ns called upon to handle the Ad:alnistration' a Re­
Or1F1lization and Avia tion Bills at all ateges, including draftine and 

app~rtrances at he!U'ings 1n behalf of the bills. You IU'e thoroll(lUy 

fnmillar "ith all features of the ReorgM.izati on Bill and its present 

st"tuu , The Aviation Bill creates an independent Civil Aeronnutics 

Aut hority whi ch will exercioe over t.l>e aircraft industry authority com­

~~blo to t hat exercised by the Interstate Co~erce Commission over 
raUr:>ads . This bill bas ne.aaed botb Houses of Congress 1n slightly 

di !'f er ont fol'lll. It will, t herefore, go to a Conference Co:mittoo and 

should be rendy for the President's signature within n week or ten days . 

Anot.>,ar bill of considerable importance is the Department ' s 

O:lni bus Custooos Bill, ..tUch contsins man,y complica ted end technical 
•. .,e'ld'IOnts to certain sru.iniatra tive provisions ot the Tariff ~ct of 

1930 . This bill would 1ncrenee efficiency in the adnLlnistration of 

t !lc customs l awe and ·.vould remove cer tain inequitioa in the C'Jatoms 
laws . It has 011osod both Houoes and is now in conference . I t is in­

teresting to note that this bill is listed on the Houoe C!Uendar as 

ona of the 9 '""Jor legislative bills before Congreu. 

Another bill which Coo.st Guard hea been seel<inS for several 

y•ur s and which was fin!Uly enacted during this seseion is that which 

nrovides a syste111 for retirinll involuntarilY Coast Guard officers who 

r.re not sui t ed to tbe service . 

In addition to the foregoi:>g, a pprox:l.aatelY 10 bills eponaored 

by the DepiU'tment have been enacted during this se5slon. I.ncluded lll::ong 

theae are the Act creating tbe SmithsoniM Gallery of Art; tbe Stamp 

Bill, outboriztna the reproduction of illustra t i ons of foreign ond 
Unit ed States postage stupe; tho amendment to the Second Liberty Bond 

Act , which raises tbe • ceilin&" 011 long to= bonds; one:! the Act e.xtend­

ing tbe area w1 tbin which sites 111q be selected by tbe Department for 

Federal building proJects. 

I 
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Furthel'llore, there are approx:lllatelT lS measures sponsored b)' 
t he De!)&rlment now pend1nc in Congreaa. A nWD'ber of these ba?e paned 
eoe House. Sou of the aore 1.8port<mt of these bille are the bill 
cranting preference in court proceeding• 'll'bare fraud npoo the 1'8'f8Dile 
1e inYolYed; the 'lire-Tapping Bill, authorising Federal law enforce­
l ent officers, 1mder certain c1rCIDlatancee, to intercept redio end wiN 
eoMII!l1cat1one of gangster• end raeketeere; the bill prorlding addi­
t ional coapeoeat1on for death or d1eabil1ty of Federal law enforcement 
officers; and tbe bill authorizing the Departaente to request the Pro­
curement Division to undertake certain construction wor k and to trane:. 
for to the Procurement Division building tunde whicb bave been appro­
priated to the requesting Department. 

A aore deteiled report of the leg1slat1Ye busineaa trmeacted 
b)' thie office during this session of Congrna will be sent to 7ou 
illedia tel7 after aciJOW'DIIant. 
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FEDERAL HOUSING A DMINISTRATION 
WASHINGTON 

~ 25, 1938 

11,y dear !lr. secretary , 

Tb.e F . li . Dodge reports do not cover tbe 
eleven stetea west of tbe Rocky lolounteina, in wbicb 
district tbe FHA abowa an en n larger gein tban tbia . 

lie are confident tbat tbe r esidential build­
ing peraits froa no• on will abo• continual. gains 
over last year. Tbia is because of tbe increase in 
our mortgages aelecteo for appraisal , as abown by 
accompeeying chart , and giving effect to tbe leg 
between tbe time or me.ldng tbe application and 
actual construction. 
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Stewnr ltc~ 
Ac111inistrator 

Honorable Henry lolorgentbau, Jr. 
Secretary of tbe Treasury 
Washington, D. c. 
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iOURNAL. 
Hame Building Up 27% I 
First 15 Days of May 

In Midwest and South 

RuidtnUal buUd..LDf conlraell let durtnr the 

An-t bait ot Way tn 11 aU6d.le ••e.ttTD ud 
eoutbe.m 4t.trlcll were up 21~ onr tbt cor• 
rttpondlna- 1m puiod. aceord.lnc l4 r . w. 

l Dod&• Corp. Oa tbe olbtr band, tour dtat.ricta 
c:omprWed of New Eflll&nd. metropolitl.n New I 
York. upat&te N.w York &D4 the middl• .u. 
lan.Uc atatt.l lafJ-' behlDd a ~u .,.o. 

Tbt comblaed rulde.nU&l coatrut t6laJ tor 
the 11 mtddlt w..um and eoulbUD dlltricll 1n 
tbe ftnt bait or lb1.t moat.b wu U t .Ha.ooo, 
compared wltb $19.Ml.OOO In tbt eorreapondlog 
pt-rlod of Jut year. Tbt tour northeute.l"D dit· 
lttc:U bad a combtne4 total ln tbe Aut 15 daya 
of ll&y &mOWlliJI:&' to . H .TU,OOO. compared 
wllll $1U&T,OOO 11o U.e co.........,d!Dc perlod ot 
I 137, a dtc'f't.Ut of 21 ~. I 

Tho combined total for all 115 4iatrlota rtve• 
tbla year'• halt-month periOd .. net ca.la ot 
nearly c~. Tbt .-,t.n. 11 .omeW'bl.t moN lm­
p......STe wbu It 1.1 aot-ed that lbe ant 1~ W­

<ndu d&1' ot lll&y, 1831. IA<Judod U -­
d.a.Yio u ..,.am.t 1S bwintN dtYI lA lbt Ant 
halt of May 1uL ye .. r . Tb" monlb't record dou 1 

not lnclud• aoy tmportanl larre-a.calt bOUilnJ 
project& 

Noo•ruldtnUal bu.Ddla.r eontraet. ln lbt 4nl 
balf ot :way were S28.061.000, 219io behind lbe 

, 

corrupondlnr lNT period: beavy eoctnetriDI' 
cootracta .for public wor-k.l and uUUUM projtcll 
amounted to 132,618.000, an lncreue of U'~ 

over Jut year. 

, 
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H. ·.; . Jr : 
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H. !. J r: 
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l! . I . Jr : 

1( : 

H . .. t. Jr : 

'{ : 

H. M.Jr : 

K: 

H. LI . Jr: 

K: 

R. l.I.Jr : 

Good morning . 

Kay 26, 19)8. 
9:25 a . m. 

204 

Knoke. Good morning, s ir . I just spoke to London. 

Yes . 

Very calm and quiet . 

Good . 

Situation, if anything, a little better on the 
continent, everbody, on account it•s a holiday, 
taldng i t easy. 

Yes . 

One interest i ng thing - change the Japan Cabinet 
announced . 

Oh, r eally. 

The Forei gn Minister and the Uinister of Fi nance 
have been replaced . 

Uh-huh . 

As r egards the latter the Uinister of Finance, it ' s 
a man - the new man i s 

Yes . 

of late. 

Yes . 

supposedl y been very 

And the impression i s tha t the effec t of this will 
be a moderati ng influence on the mili tary party . 

I see . 

That is the hoped f or effect . 

Uh-huh. 

That is the most interesting he told •· 

It is . What - The recent movement bas been about 
fifty million of gold, hasn' t it? I mean since 
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Februa.ry 1st. That ' s the figure I carry i n ary mind . 

Fifty million. 

Yes . 

Yes, That 's -

Gold from Japan. 

Yes . There ' s ten million or that still on the 
water - five arriving today . 

Right. 

Now the other day, Ur . Secreta ry, you asked about 
Securi ty operations ~ 

Yes . 

I indicated that I thought the f i gures for the week 
ending May 18, would be practically in balance . Why 
that ' s precisely what happened . The f oreign pu.r­
chase - foreigners on lialanced for the week - sold 
four hundred thousand dollars . 

Yes . 

And since then it has been running much the same . 

I see. So - I see sterling is 4. 95 - t hey Just 
sboned me. 

That is riE;ht. Viell, it was higher ,in London. 
It's always been pus hed up a lit tle higher Just 
prior to gold fixing duri ng the l ast week and then 
it has eased orr . It i s s till higher than last 
night ' s cl osing . 

I see . And the franc i s l o,.er . 

Well the franc is unchanged i n terms of sterling . 

I mean i t ' s getting cheaper isn•t it? 

Well the (J'ancs are rea~1y at the moment - they are 
higher than yes t erday . We bqusht a small amount 
at 2. 76 yesterday and they are 2 . 76 3/4 at the 
moment . 

I see. All r ight • 
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All right, sir. 

Thank you. 

Yes, sir. 

- 3 -

Regraded Uclassified


	00002
	00003
	00004
	00005
	00006
	00007
	00008
	00009
	00010
	00011
	00012
	00013
	00014
	00015
	00016
	00017
	00018
	00019
	00020
	00021
	00022
	00023
	00024
	00025
	00026
	00027
	00028
	00029
	00030
	00031
	00032
	00033
	00034
	00035
	00036
	00037
	00038
	00039
	00040
	00041
	00042
	00043
	00044
	00045
	00046
	00047
	00048
	00049
	00050
	00051
	00052
	00053
	00054
	00055
	00056
	00057
	00058
	00059
	00060
	00061
	00062
	00063
	00064
	00065
	00066
	00067
	00068
	00069
	00070
	00071
	00072
	00073
	00074
	00075
	00076
	00077
	00078
	00079
	00080
	00081
	00082
	00083
	00084
	00085
	00086
	00087
	00088
	00089
	00090
	00091
	00092
	00093
	00094
	00095
	00096
	00097
	00098
	00099
	00100
	00101
	00102
	00103
	00104
	00105
	00106
	00107
	00108
	00109
	00110
	00111
	00112
	00113
	00114
	00115
	00116
	00117
	00118
	00119
	00120
	00121
	00122
	00123
	00124
	00125
	00126
	00127
	00128
	00129
	00130
	00131
	00132
	00133
	00134
	00135
	00136
	00137
	00138
	00139
	00140
	00141
	00142
	00143
	00144
	00145
	00146
	00147
	00148
	00149
	00150
	00151
	00152
	00153
	00154
	00155
	00156
	00157
	00158
	00159
	00160
	00161
	00162
	00163
	00164
	00165
	00166
	00167
	00168
	00169
	00170
	00171
	00172
	00173
	00174
	00175
	00176
	00177
	00178
	00179
	00180
	00181
	00182
	00183
	00184
	00185
	00186
	00187
	00188
	00189
	00190
	00191
	00192
	00193
	00194
	00195
	00196
	00197
	00198
	00199
	00200
	00201
	00202
	00203
	00204
	00205
	00206
	00207
	00208
	00209
	00210
	00211
	00212
	00213
	00214



