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Price Polic;y statement: 
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a) Propoae<l stateDent •••• ••....•... ..•••• • ••• • ••• 
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a) For revised stateaent, sea pega ll7 
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2/16/38 •. .. ...... 0 ••••••••••••••• 0 •••••••••••• • 
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c) IIIIJr and ITallace tell< over success of conference -
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b) IIJIJr tran8ll1ts to Butte.rworth and Cochran text of 
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Haas SU!l1l!la1")" of busiDess sitootion, following FDR's 

statement of pclic;y on oommodit;y prices- 2/21/38 •.•••••• 
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Fe1a aaked by IDIJ'r whether l!'cllland ner atated 
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2/17/38... . ........ .. . ...... ... .... . .... ... ... ...... CII 129 

a) Feia aaya •no•J asreea with Bell beet offer 
bes been ten cents on a dollar 

Hungary: 
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Treasury be authorized to negotiate terms of formal 
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See Stabilization 
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Thanks of IDIJ'r trBnl!llitted to Butterworth through state 
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a) For Cochren cables ccncern.ing, see page 266 

Cochr8Jl reports on Bonnet (just baok f%'0111 London) 
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a) Bonnet and Ambassador hnd conferred with Phillips 
and Waley 
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Economic Adviser to tbe Bonk of Eng11Uld, wbo fears 
another world depression- 2/18/)8......... ...... . .... 259 

Butterworth asked to go to Paris to discuss situation 
rltb Cochran - 2/19/38. ............................... 275 

a) Cochran report ot But t.erwortb Yisit - 2/21/38.... 283 
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Bartelt memorandum with respect to p~ent of unempl~ent 

compensation based upon reports received from Treasury 
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to Social Security Board- 2/18/JS •••• • . • •.•.•••.••••••• • 

Unemployment Relief 
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b) Harrington repeats llorke Progress Administration b.aa 
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PARAPHRASE OF TELEGRAM RECEIVED 

FROM: American Embassy , Paris , France 

DATE: Februar y 16, 1938 , l p .m. 

NO.: 247 

RUSH 

FROll COOHRA N. 

I l 1 
r: 

At 11:45 this morning I viaited t h e Bank of France. 

At t hat time I found t hat t he fund had already yielded 

692 ,000 pounds sterling, t here being a s trong demand for 

it . London was given instructions to t r y to st op the rate 

at 153. 25 if possible during t he noon hour . As of Tues­

day night t h e stabilization f und contained just a little 

under 3, 500,000,000 francs foreign exchange and gold. 

I t ba d been the op inion of the llini stry of Finance t hat 

t he announcement of the closi ng of the Credit Hational 

loan woul d a ffect the market f avorably, and they wanted 

the f ranc strong for the opening of the new loan for t he 

Treasury . It was not found p ossible f or the f ranc to give 

a good impression , however , despite the r ather vigorous 

intervention yesterday by the control. 

lly contact at t h e Bank said he doubted whether t here 

would b e any significant r esults from the l a test American 

decisi on regar ding gold cterilization. 

Reference: my telegram of Februar y 15 , 9 p .m., No. 

245 . I should explain that a better communique had been 

drafted by ~ueff in my pr eeenoe when I called in mi d-afternoon 

a t 
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at the ~inistry of Finanoe. While Rueff wae trying to get 
t he Minister of Finance' s approval of the communi que I 

waited outside. Rueff came out atter a half an hour a nd 

said that the Uinieter wanted changes made in t he or iginal 
draft . The U1n1eter said he would have to consult other 
technical advisers, including Bank of France officials . 

END SECTION ONE. 

BULL ITT • 

. ' 

EA: L'IIW 

2 
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PARAPHRASE OF SEOTIONS TWO THREE AND 
FOUR OF TELEG!Wl NO, 247 OF FEBRUARY 16 
FROM PARIS. 

? 

" 

I had a telephone call !rom Butterworth afterwards, 

who gave me a report o! the British debate in parliament 

on the matter . Shortly after 6 o'clock Rue!! called me 

to transmit the communique whioh was incorporated in my 

telegram No. 245 . I reminded Ruef f that in the afternoon 

I had said it was likely l!lde!IIMboiiJ.YJiblic statement as to the 

American announcement would be made by the British, and 

I added that I now knew the substance thereof. I was told 

by Rueff that he had also been given this information -

I presume it came from Mon1ck. Rueff seemed to be unhappy 

about the matter, believing that before we made the announce­

ment we had consulted the Briti sh; I denied t hat this wae 

so. It is possible he got his impression from the wor ding 

of Simon's reply to Attlee, which contained t he following 

sentence: 
1 1 have been informed that it wa s the intention of the 

Secretary of the Treasury to make an announcement on those 

lines• . 

The final Trench communique was decided upon and ac­

t ually given to the press before Rue!! notified me o! the 

text thereof. During the meeting of the technioiana which 

preceded the issuanoe of the communique , both Great Britain 

and the United States were criticised by one official for 

not 
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not permitting gold to exercis e ita full influence on 

the intern&l pri ce and economic str ucture, a nd t hus for 

not playing gold st andard r ule a. Another official t ook 

pains to point out that there was no pretense of an inter­

nat i onal gol d sta.ndard having been r eestablished. This 

official said that our three countries are working under 

the Tripartite Agreement rul es, and that the French bad 

inspired the Agreement, since they had wanted to save face 

in t heir own devaluation. This same official went on to 

say that the other two part ies t o t he agreement, naaely, 

Great Britain and t he United States, had much more cause 

to crit icize France f or not taking the domestic mtasurea 

which would be necessary to hold the f ranc steady than 

France had to cr iti cize thes e two countries for not per­

mitting a runaway inflat~on because of entry of gold int o 

tlr!lb:aup:...St«• these countries . The point was made t hat 

in this pe%ticular case the United States was actually 

moving exactly in the direction advocated by the objector. 

Diver gence of views among French officials can be 

expected just now, in view of the cri tical monetary si t ua­

tion, t he abort ncag of the respi te l ast week, and the 
i•ediate 

serious need of t he Treasury f or/funds. 

Thi s morning a t half-past t en I bad a telephone 

Conversation wi th the Swedish BIS economist, Jacobaaon, 

at 
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at Basel. I had the exact text of the announcement of 

Secretary Uor genthau and read it to him. My friend said 

that it wae entirely logical to take this latest step. 

5 

He mentioned that etel'ili.zation had been r eeorted to in a 

boom period, and now in a depression period a contrar y 

operati on should naturally follow. Consequently the Ameri­

c an Treasury had not revers ed ita policy; the action waa 

simply a normal f ulfillment of a system which had been quite 

cl ose t o the recommendation made in 1933 at the London 

Monetar y and Economic Conf erence on the particular subject 

of credit policy to which the position of the United States 

wa e reserved at that time . 

Uy BIS friend believed that it ie t hrough auoh methode 

t hat the United States may eventually determine ite exoeae 

r eserve requirements, that the desired information and 

t radi t i on can be developed only by time and experience. 

He ie of t he opinion that t his latest step s hould help 

t oward an American economic ~ick-up which he t hinks should 

come by June. The Treasury a l so saves m?ney by such action. 

This morning at 11:00 a . m. I had a talk with President 

Trip of the Netherlands Bank by telephone. President Trip 

had had an erroneous report of the statement of the Sec­

retary of the Treasury , and had the impressi on t hat the 

United States was t o release immediately one billion dollars. 

Therefore when I gave him thl exact terms of t he announce-

ment 
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ment he was happy . Trip did not think this technical move 

would have any very significant or l asting effects on 

t he dollar or on t he American market . With regard to the 

first !)Oint, t he sums i.nvolved will not be enough to have 

a serious effeot on the dollar. As to the s eco nd point, 

t he American bank s he said had already sufficient credit 

r esources for t he market . Trip told me that on the Am­

sterdam market t he dollar bad become slightly nervous , 

the f irst impres eion of t raders being that it was an i n­

flationary move, However, he dtd not t hink that t his feel-

1ng .would last. Trip remarked that his people were not 

selling American securitiee 1n t he way t hat Swiss i nvestors 

were selling them. 

Trip, as the DS!)artment knows , is :9erhaps the most 

conservat i ve of t he European central bankers. He does not 

like pr ovisional arrangements in the monetary field. I 

got the impression, over t he telephone, that he believed 

the remark made by the President that there should be a rise 

i n prices would be more effeotive toward t hat end than the 

Treasury's technical move. He t hought perhaps the position 

and :9otent ial influence of the Treasury towards stabili ty 

and sound currency policy might have been better if the 

Treasury had not undertaken responsibility for the announce­

ment . 

END !.!ESS.lGE. 

BULL ITT. 

G 
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trl( 
!So GRAY 

London 

Datcd Fcbrunry 161 1938 

Re:o ' d 2:45 p . m. 

Se:o:re:tc.r:r of State, 

RUS:J. 

1:53, :-'cbruo.ry 16 1 5 p .n. 
PC:: ";:E SECRET:.!n: C? ·~rE ~·:'::E!..StmY FRO!:! BUTTERWORTE. 

/ T;u;: fo11o~rinG ;.nfOl"~Jation nao givm OE: p~:room11y 
by ~. hi£;11 offici c:1 of thE Britioh Tr mour.f1ndcr ouch ~ 

' t • ... ._ 

oondi tiono of oecr~:cy that it iu 1mdv1oab1f: for me: t o 

ocnd n CO)J'J of tl:>io te:1cgr::-.n to Pario and it 1:~ ne:ceo ­

onry to re:quc:Jt that 1 t b£ trtnt~:d in otrict ~::~t confi-

/.b out t~:n dc.y:~ ego the French l.mba3:~o.dor in Lon­

don rcqucote:d ~n int~:rvic\7 ~ith Ur. Edcn in the couroc 

of rb~.c~ ll£ )J::-ot~: otcd c.g~.1not t~1e: t one of c. rt1c1e:o bf:ing 

pubHollf:d in th~: B<•it1oh prcoo on t :u: Frcnch monf:tnry 

poo1tic•:l1 :>::-.rt:!.cularl y Doctor Pn~1 E1nz1g 1 o rEtJC.rko 1n 

thE 11 Lot!b::-.~·<l Str~:ct" colunn of thc FIW.NCI/.L l!E\'/81 and 

1n turn :rcqucotcd the Fo:rc1gn S co:rctnry to nrrr.ngc for 

h1n r.n inte:rvicr. m. th the Prin e Min1o te:r . 

/\cc.,~n.:;1y llonoi £ 111' Cm•b1n o o.n Hr. Chru:!be:rla1n on 

Ftbr~ 11. In th:i!: intcrvicn h£ o.:;a1n protc :~tcd about 

th£ 

8 
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2- No . 1301 F'cbrunry 161 fro=J London . 

the ~ttit~d£ or the prcoo , di~~crt~tcd upon thE difficul­

tico of t!.lc l'J'ECEnt Prrnch finnnci~l po~ition nnd ito 

rc lt: tion to European poli ticc.l dcvclopcrnt s :md naked t hAt 

t he Pri:·1c 11inio t cr f~ci li ta t e ~ r.l£ cting bctnccn hil:1o elf 

c.nd the C:•.:-.nc£llor " f the ExchequEr. Accordingly Sir 

John Si;ton " 'lor:£1r.t oy:;tificd" received the French Ao­

Jx>ooc.do:;:- t:li~ \1EEk c.nd u~:: "even :.lore ny::: t if'icd" nhcn 

Monaieur Corbin ~Jr.in ~rotcoted ~bout thE ~ttitudc of 

the PL .·J!c:r.:.L I!E\"IS , briefly d£~cribtd the diffi cult it~ 

of the Fl'cnch poniti cn :-.nd nokl':d tlr.t S1r.l<'n a uthor ize 

hi:J ~o::i:Jtc.nt~ t 0 cc.rr r en "c onvcroa ti rms " \'lith the 

French Pi:r..:-.ncic.l :.ttnch£ hEre \1ho uould bE noting upon 

instruction:~ frcn U<'noieur ~chc.ndcau. Sin<'n re:;»lied 

0:1 rq~~rdo Einzig I :1 articlco in the FINJ,NCI/,L llEWS by 

ncnti;:minG the frccdon of the prcaa , ct ccter c. , a nd add­

ing th:.t tl~e Bri t i.ch Treasury did n ot pc.rticula rly likl: 

Einzi:; ' o arlli. clc~ e ither but th:'.t it n:::~ no t in a pooi ­

ti C'n tc dicta te their content~ . Aa re:;ard:J the "convcr­

:Jati.:m::" he COull! get no cxplc.n~tory infer= t1on tron 

the P;:n:c!l .'J:Jbaoocdor even thnu3)1 he pointed out thc.t the 

Fr rnch F'in:-.ncial /.ttachc vmo clrcndy in gcncrcl contact 

r1ith t::c a p;lropr1ate officiol o of thE Treasury . Corbin 

could 
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could not or at lta st did n')t thr0\1 a ny furthEr ligh t on 

thEs E conttnpl c. tcd cl.iscus:~Hn:~ . S1I.Ion io c.l so s a id to 

h::vc ::-.sktd Corbin ~h:lt OEn surco if :my 11Er £ to be takm 

to kEEp in t ouch n ith Washi ngton . Tht Fr m ch Fi nnncia l 

I.tt:J.ch E l ater inforotd t ht Br itish Tr eas1;1ry t hct M. 

Mnr ch::-.ndet\U inttndtd t o o End for Cochra n . In th£ courst 

of thE intErvitrl Corbin :-. lso c tt!l:td rlhEth£r Sioon r1ould 

offtr ::-~ ::-~VicE rEgarding th£ prE:JEnt French position, 

hnvinz in : •ind thE r;,pEriEncE nhi ch GrEnt Britnin hno 

ncquir;:d in ournounting thE 1931 crisis . 

My inforncmt sai d t hat t hE British TrEnsury was 

t qunlly rtyoti fiEd b oth a s r Eg::-.rda this Extraordinary 

proccdUi"E ::-.nd what would c oot out flf 1 t ;/ that th£ British 

Treasury nao of c ourse not in a po:~iti on to offer a ny 

definitivE advice for it could only .oay thct 11 th£ pr£:J£nt 

politica l lot should b e c lEanEd out . " !lly inforoant with 

n o littl£ hea t add t d that aft£~ a l l thE pos i tion in Franc£ 

SEtncd t c. be 99%· politica l ; th::-.t both cr.pita l e nd l abor 

had been and ucr £ bchnving abalincbly; thct <>n£ c -:>uld 

only think th.::.t a fter a ftu o.>re obocks such a o thE J\uo­

t r icn cri oio the avcrc.gc Frcnc~n nho had a grEa t 

ccp::-.city for pulling hi.LlSEl f f r or.1 t he b rink of dians t er 

\'IOuld do oo bu t that i n thE ru:antint i f t he Fr Ench t hoUGht 

t h..'\t thE:y t hrough thei r m·m i nEptitu de could c ocni t fino.n-

cin l 

:a 

>( 
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4- No. l::i3 , Fcbrur.ry 16, !'ron London . 

cic l ouicid e t. nd then find n yoticcl. det!Ocr:-. tic reason a 

for o..:;kin3 oone "·nE eloe t o hElp put their house in order 

A4 

J. ... 

prcourr.bl y by n eano or c hugE l oan , they nE~E niot ckcn; / 

t~.t excl:>..:-~13£ control in France ohO\lld be a voided by the~ X 
French not for a ny uyotical rtaoon , de~:1ocratic or other­

vn sc, but for thE very oound r'.n<.1 adEquate one that 1 t wao 

dtf1ni tcl:r 1n Fr ::ncc ' a oon intcrcot t ' do o o . ---Uy ini'Ol':'l.:mt :: 1:~ ? :~tatcd t~t the French F1nnnc1cl 

httacl1E ~".<.1 :-.n c ppointnc:J t thio afternr ~n a t thE Br1t1oh 

TrEa om-y aftEr ''lhich hE no.:~ le ::'.vi ng f nr Pnr i o . But 

Monick lr.<l <;iv Ell hi n to under ~tnnd th:1 t the FrEnch propo~ 

s r.l rso\>lcl n C'It then b e r.JC.d£ . 

It oo h:.ppcncd tlu:t lllon1ck \1C.o t '> lunch m. th rt£ 

t nnor ronJ he h.'\d therefore t r cxpl:-.1n to O£ o.bout hio 

trip t o P=io ::n<l in turn h£ c ould n '>t c oncccl. hio curioo­

i ty a :J t o 11!11:ther I ho.d l earned tlr. t C'.nything \'lao afoot~ 

I rcvl icd to the effect th"'t I could only c.osur.1c that he 

11no cns::-.~;ctl. in attenpting t o t n(3:! ntr.r ao::1c ne:g oovc rc~ 

opcctin3 t~E franc uhich lE d to the adnio:~ion that one 

11oo c ontcn:;>ktcd and tret hE: nna returning t o Pa rio to 

confe:r m th llarchandcau wbc- 110uld probably have o. propoonl 

t c nn!tt t o both thE Britioh a nd ill:~c ric C'.n nonc tnry author­

itieo ohortly . I definitely refra ined (repco.t refra inEd) 
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frnn ;:~!Cl'JG ~y inqu1r1Eo ao t • i t n p oooi bl£ c bcrn.ctEr 

but llon:tcl~ t1id t nlk 1n vr.gu£ t Er:1o r. bou t thE nEctooity 

of d EfE:-.tin:; "oncE r.nd £ 0r nll" nttEtlpt:l t o 1npO:lE EX-

c~~.n~c c~ ntrol in FrnncE. 

JOANSON 

CSB: 
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REB 

Stcrttary of StatE, 

Washington. 

137 , February 16, 4 p . m, 

PLAIN 

London 

Dated February 16, 1938 

Rto 1d 4:25 p . m. 

FOR TREASURY PRO.! l3UTTERVIORTH , 

Thtrt arE transcribed bElow excerpts from the 

comment which apptartd in thi s morning's London press 

on thE dtst trilization announcement: 

Tht "ConsErvativE" TIMES : " Non-stErilization of 

gold imports into tht United StatEs at thE present 

mo~tnt then is hardly to bE construed ti thEr as an 

1n~lntionsry or EvEn an anti-deflationary dEvicE 

except in tht sEns e that it mar ks yet another step 

towards Eliminating tht 1mprcss!on which thE United 

Statts TrEasury was so carefully fost ering twelvE 

mon ths ago t hat a further growth of activity or 

ot any ratE a fur th Er raising of pri cEs woul d not b~ 

WElcomE. Tl"at i s thE ground on which Sir John Simon 

cxprtsstd cordi a l agrEEmEnt wi th thE Uni ted Statts 

annonr.ct..,tnt . r: camYhilt thE problem of gold concentra­

tion h~s hEt n shifted in sont measure to this country . " 
ThE 
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REB 

2-#1~7, From London, Ftb. l6, 4p. m. 

ThE "ConservativE" DAILY TELEGRAPH : "This move 

was welcomed in the City as the loosening of a scrEw 

which ~ad perhaps btEn tightened rather too sharply, 

It was not hEld to prEsa6t any change in monetary 

rol1cy, ;ndted it is reaffirmation of the easy money 

policy w~~ch for somG~t~has bttn adopt ed by Britain 

as well as the United Statts . Of the i~~tdiate 

effects of this measure on Wall StrEEt no great hopes 

should bE Entertained. OthEr factors art potent . But 

if developments in other dirEctions art favorable this 

measure or reinflation may prove helpful to busi ness 

lnttr on, " 

The " Liberal" MANCHESTER GUARDIAN; "Mr. Morgtnthau's 

:mnouncrmcnt is no doub:t as Sir John Simon CO!!I!!Itnttd 

this evening : 'In lint with the general policy of easy 

crtdi ts ' ,-h1ch Stock Exchnn<;t ptopl t gave it yesterday 

~s much or as little as the recent increase in relief 

aporopriations or the bill for cheaper housing finance 

just ~1~ntd by the President , Its actual eff ect will 

depend on whethEr now that mort gold has hem mad£ a 

bast for credit the additional credit is taken up. " 

ThE "Socialist' DAILY HERALD: 11If it had not bEEn 

for the dtprtssin& influence of the news from Austria 

mark eta 
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RfB 
3-#137, Prom London ,Feb, l6,4p , m, 

mnrkc t s •r1, :' !1avt b EEn considerably che ered yes t erday 

bv t he Amcr!can dec is ion to cease ~tcrilizing ·gold 

for the abandonment of gold s terilizati on is the 

best omen f or world economic prosp ects we have had 

for n long time." 

T"'t FINANC IAL TIMES : "The l ow level of ac t ual 

gold im~orts in recent months suggests t hat Monday 's 

mov e wi ll i n the i~tdiate futur e at least prove to 

be onl y ver y mi l dly inflnt i onnry and that i t is 

di ctat ed as much by cons i der a tions of conveni ence as 

anything else .• • bhough t h e practical inflationary 

eftcct will be negligi bl e , t h e Administration probably 

~~pc3 that the n ew policy wi ll inci den tally gi ve some 

psyohol~cical inflati onary stimul u s t o business . I n 

the li~ht of the reception accorded t o the relat ively 

lnrre ~£sterilization or September even this seems 

unlikely . It i s however undcninble that monetary 

pol icy has ohown a more ' l i beral' tendency i n recent 

month$ , The reduction in discount rates in August 

nnd the ::mthorizing of t he open market co!!lmi ttc c t o 

buy short term Gover nment securi t i es should not be 

forgotten . rht navnl nnd rel i ef apnropriations too 

ar c f r esh in our ~cmori es . The pr otagonists of inflation 

can 

• 
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4-#137, From London, FEb, l6, 4p. m. 

con lEgitimatEly clai m to have gai nEd a littlE ground 

this winter." 

Tht FINANCIAL NEWS: "Wall Street 's indiffErEnCE 

to t he latEst movE in American credit policy is 

h~rdly suprising; a s an 

the effects SEEm likely 

atttmpt t o stimulate business 
· at 

to bE small • ••• sine[/thE moment 

gold i s t Ending to leave the Unit ed StatEs rathEr than 

to flow in thE immEdiatE result of the new policy 

must be tri fling . IndeEd .it might EVEn bE argued 

that t his measure indicates an inflationary t endency 

in thE AmErican variety of managed money. By thE 

setting up of the inactivE fund and the raising of 

re~trv£ requirEmEnts something likE four thousand 

~~llions dollars of credit was ExtinguishEd last year . 

These sweEpi ng measurEs dEsigned to check thE boom 

arc in striking contrast with the timi dity of thE 

expansionary st eps announced more rc9Ently, " 

JOHNSON 

HPD 

1.6 
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Secreta~; of ~tatE 

Was:!inston 

13C, Ftbruary 16, 8 p . m. 

PLAIN 

LONDON 

DatEd FEbruary 161 . 1938 

RtotivEd 4 :41 p . m. 

FO::! '.!.1EASi'RY FRO!! BU'l'TERYIO~<.;>H. 

Ont . I madE occasion to a s ic at tht Sri tieh TrEasury 

today a bout a rtport l'tl'lich a-,pt a l•td in thE Financial 

NEws sor.IE: timE ago inftrring tlw.t thE recent declinE 

in Indian Exports was diminishing India ' s sterling bal~ 

aneta to such an exttnt as to EndangEr in duE coursE 

thE vah\E of t~ r upEE . I was told that upon tht pub: 

liont\on of this articlE tht Br itish TrEasury had madE 

inquiri Es of t~E India officE and had btEn assured tbat 

t hE dEcl ine i n Indian Exports wo.s merely as comparEd With 

lo.st yenr n!!En tl~EY wtrE txtrllor dinarily high; that thE 

Ex por t tradE wo.s now at o. not unsatisfactory lEvtl ; thAt 

Indio. ' s a tc••ling balanots vttrE: largtr than thE articlE 

indicatEd and that thE valuE of thE rupEE was in no 

dana~:r. 

T11o. !;:.•. EdEn stated in b'hE House of Commons this 

afternoon ~'~t in reopening discussions with a view to 

improvinG t~E relationship bttwtcn Britain llnd Italy 

the q~ca~ion of an issue of a loan to I to.ly would not 

form 
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E:DI\ - 2 - ,:!138, FEbrua ry 16 , 8 p . m. f rom London 

form part ?f thooe discussions . 

Three . Asked in thE House of Commons whether hE 

was anar£ t.lw.t o.n increasing number of Gl:ort term loo.ns 

arE bcinv nndE to Germany by London financial houses 

and wheth er t hE British Govcrnmmt proposes to takE any 

steps to stop t his aid to Gcrmo.ny ' o rearmament thE 

Chancellor of thE Exchequer repliEd : " No, s ir ; I 

bEliEVE t~E t rEnd io thE other nay to that suggEstEd 

in the firot rr.r'l of thE quEoti on and thE sec ond pert 

docs not tl~trEf o:c: nrioc . " 

Four. Aa i:Ed \'lhctllcr h e ia a\'la rE tht'.t higher 

intcrcot ratco arc p aid by London banks on forEign abort 

term dc~ooito t~~n arc paid in thE other financi al ccntcro 

thErEby en couraging tr.£ influx of forEi:;n currency to 

thio country and \'lhEthc r in vic.v of the f ac t tho t the 

opcr o.t iono of the e x change Equalization tund in 

sterilizing t his influx invol ves hEavy cxpcnoc to the 

ta.xpc.ycr hE \'/ill takE steps to pr evEnt t his payment of 

excEssive intercot , the Chancel lor of the ExchequEr 

anom:rEd: "In reply to the firot part of thE qucotion 

thE r a te of intcrEot obtainable is not the only , or even 

the moot i mportant , fo.ctor in de t ermi ning the intErna­

tional locati on of for eign short term depo s i t s at t h E 

p resent time . The ansncr to tr.~: scoond pa rt of thE 

question 
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EDA - 3 - # 13<;., F n>r·•n ry 1 6 , 8 p . m. from Londoll 

quEstion io i n thE ntgativ£ . 11 In this c onnEct i on 

r t f l rEncE io mndE to th£ unoucctooful attEmpt to put 

an End to t:1.io pr o.ctio£ by voluntary agr EEmEnt o.mong 

thE joi~t.otock b anks rEportEd in my 7101 NovEmbEr 

11, 8 p. m., th£ pr acticE still continuEs : as much as 

1 U4" c:-n bE obtainEd from th£ Uidland Bo.nk1 most of 

th£ oth: r banks giving bEt OEEn 112 ond on£ pErcEnt . 

FiVE o ThE franc 000 OffErEd today EXCEpt Ot th£ 

clooE d\:F: mninly to thE t Er 'a of t:1t nE\7 Fr ench loo.n; 

on bc.lr.:-.c E thE FrEnch fund loot about thrE£- quo.rt crs 

of o ;.1iJ.lion poundo . ThE d olla:r is about at gold 

point and t:1E London markEt io looking for thE o.ppEa ro.noE 

of thE control in Nnt Yorl:. Th£ London Stock MarkEt 

\7ao dEcidEdly u Eo.k today dUE to thE impact of thE 

Auotr io.n crioio at a tim£ vthEn thE proopEct of tradE 

r EoEooion io caoting doubts on Equity valuEs . Gilt 

Ed3Ed occ~~itiEO u tr£ correspondinGlY strong duE to 

Ot/1 to h ill(; . 

JOJnlSON 
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PARTIAL 
PAR.t.PBR.t.SI OF TELIOR.W RIOEIVED 

FROM: American lmbaesy, Paris, France 

DATE: February 18, 1938, 6 p . m. 

NO.: 251 

FRml COOHR.Ul . 

Franc strengthened slightly late this afternoon ee-

peoially after New York opened a seller of dollars and 

French control began buying a little sterl ing at 5;00 

o ' clook at 152.80 . SWiss bad b een principal s ellers of 

dollars earl ier in day. 

2C 

With report coming fr011 London that Bank of England 

offered 200 bare of gold today there is some curiosity here 

as to whether this was sold for the account of the Briti sh 

control or for the National Bank of Belgium or for the Ameri­

can stabilization fund considering that t he gold impor t 

point to London from New York bas been almost reached. 

French attention devoted largely to disturbing inte~ 

national developments , particularly in Austria. J.t home 

labor situation and high cost of state borrowing, as re­

·,ealed by new loan issue, cause much worry. 

Today at luncheon Professor Ri s t told J.mbaeeador 

Bullitt that the wis e decision of the United States re­

garding gold pleased h1111. 

BULLITT. 

EA:LWW 
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H.U.Jr: 

Opera tor: 

H. !I. J r : 
S t. ewnr t. 
!!ucdone.1d : 

ii.:.! .Jr: 

... ...• 
:: . :l. Jr: 

;: . :! .J r : 

"· ... 
;u:.Jr: 

1.! : 

H. I.:.Jr: 

1!: 

H. !l. Jr: 

... -· 
:l . :!.Jr: 

11: 

H.:L Jr: 

!.t : 

H .U.Jr: 

H.!(. Jr: 

Ll : 

Hello. 

ur. !iacdonald . 

Hello . 

February 16 , 19~8 . 
9:28 a . m. 

Hello lllr. Secret ary , how are you today? 

F1ne . Now l ook St ewart. 

Yes . 

I t alked t o Jimmy Rooeevelt yeeterday , seP7 

Yee . 

And, I t hought I might a s well go direct . 

Yes . 

And I told him how I f el t . 

Yes. 

And I mPY make a ougsee tlon t o you and l et 1t be 
your oVTn, &ee 7 

Yt>s , yes . 

I VTOuld , 1f I v:ere you, cnl l up Far ley. 

Yes. 

Anr. tel l h1o you ' re sorry -

J11ll Farley? 

Yes . 

Yes . 

And t hen lat er to~ay I ' ll cal l h i m. 

0 . K. 

See7 

I ' ve got t o go and eee h1m i n about - not - t he 
first man you spoke ot, 1n about - 11:30 . 

21 
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ll.JLJr: 

H .l! .Jr: 

H . ll. Jr: 

H :~.Jr : 

!.! : 

P.. , .. Jr; 

'I :· .J r : 

!!; 

l' . I!.Jr : 

... ... 
'i .!.!.Jr: 

" · . . . 
H. t: . Jr: 

I!: 

P. . !1. Jr: 

t •. .. 
l' . L: .J r : 

- 2 -

':\'ell . 

Str aus and myaelf have an appointment with him. 

'l{bo? 

Straus. 

Right. 

United States hous ing authority . 

Ri ght. \1ell -

! unders tand he and t he chi ef, tbat 1& - bad a 
oeeting yest erday on the same subject, and t hey ' ve 
got a ner eoh~ce now. 

Straus? 

t:o . 

You mean the Precident? 

YE' E . 

I t gke it you beve peopl e t here . 

Xes . That ' e ri~~t . 

22 

Wel l ! don ' t know what it i e but I want to see th~ 
you get a break and get a che~ce . There' s time 
enough for people t o be thi nKi ng about how to h~lp 
hous1ns after you say t ha t you can't do it. 

Yee . 

V!hen you throw up the aponge. 

Yea . 

But 1n th e meantime you ought to have a br eak. 

I should think so . 

Now, r:zy suggestion t o you is, as I sey, that you 
call Farley, and give me a ring this af ternoon, 
~~c l e t me know how you're getting along, will you? 

All right , l!r. Secret ary, thank you, I'll be glad to. 
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li . !!. Jr: 

!!: 

- :5 -

call me between three and t our. 

All r1ght , ~~ . Secretary. 

23 
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;. , :t. J r ; 

Oper a t or ; 

!U! .J r ; 

0 : 
Aubrey 
:111111\lllR ; 

H. !.1. J r: 

P.o'.Jr: 

'!I ; 

Hello. 

All right.. 

Go ahe:td. 

Go ahead . 

Hello . 

:1ello. 

! l.r . Secr e t.a ry ? 

Talking. 

Febr uary 16, 19~8. 
10:05 a. l!l. 

'!es, t hi s i s A·~brey "i1l l l ame . 

~. ! :.Jr: Yes . 

... , ! 

W: 

I' . !!.Jr: 

... . . 
~. :~ .Jr : 

H. Tl .J r : 

\'/: 

!l.U.Jr: 

Sa<t , how - ~~~uld i t bP peat l bl e f or Col onel Har r i ng t on 
ancl myself t o havo t.hs. t. ap,>otn t.ment. "'Hh you and Ds.n, 
t his afternoon? 

I thi nk so. Let' G Gee . Tnree t h i r ty? 

That ' d be f l ne . 

"'hree t hirty . 

And 7.z 1 ll be Pt your office • 

l"het - r.hs.t are we gol ns t~ do t hi s a f t ernoon? 

Well l t. has to do wi th t hese things we tal~cd about. , 
over 1n t he outer off i ce of t he Pres i dent' s , that 
day , about proJ ect& a nd t. hinge t ha t - s fe~ changes, 
I t.h1nk a ll of thea o.r c reallY ::~inor ones . 

Uh- huh. 

And t hen it ~ould mnlte 1t pos si ble for us t o do -
t o cove right into t h 1e new program with the great es t 
speed. 

Uh- huh . 

You r ececber ? 
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!' .:!.Jr: 

t! :.l.Jr: 

"'· "• 

Yes . 

'/fell, t;e 'll be over. 

Three thi rty . 

Thanks e o much. 

----· 

25 

' 
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l-{ . !J.Jr: 

Jper e tor: 

u .:! .Jr: 
Sen. :.lllen 
Barkley : 

;;. ::.Jr: 

P.:LJr : 

9: 

H.J:.Jr : 

9 : 

~ . . : .Jr: 

S: 

tf . . ~ .Jr; 

B: 

~ . L.Jr·: 

B: 

B: 

H.il.Jr: 

Hello . 

February 16, 1938 . 
10: 30 a.m. 

Senat or ecr~!ey . Oo ahead. 

i'ell:>. 

Hello . 

Hello Alben. 

Hello Henry. 

yos . I cnlled yee t Prda!' e1mply to say th•t H 
you coulc come to a dec1~1on on tha t liquor, I 
think it would be helpful all nround . 

26 

Well, I've talk~~ ~lth come of the ~ej~le i nteractEd 
i n our vl~wpo lnt, and lt ~oeen 't seeo t hat t h i s label 
that tbey •v~ fixed uP 1R eat1sfactory. 

Yes. 

And I 1 ve s.s!ted t hem to gl ve oc a memorP.nduo on i t, 
whi ch t hey are e'J! ng to cl.o today . 

1'/el.l I don 1 t - I ' 1.1 look l'.t 1 t , but I thi nk we 1 ve 
eone about as far as we cnn. You &ee this del~v 
hee brought e.n ad"ul lot of pressure on me from 
~very - ever y ~ircct1on. 

Well I under s tand thPt , but of course -

It' s going to be very difficult . 

If t h i a - what t h i & l~bel 1e purport~~ to do. 

Y PB , 

Worked out by Ale:tanc!cr r.}1o I don 't f rankly th i nk 
knO\YIJ cuch about 1t . 

Yes. 

Hasn 't got ouch backgro~~d t o quality h1m to pase 
on liquor . 

Yes. 
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3 : 

9: 

~ .: !. Jr: 

a . 

:: .::.Jr: 

;; . ::.Jr: 

f> : 

'-'. _:.Jr: 

5 : 

:: . :.: . ..rr: 

- 2 -

If 1t' n not- 1f it ' s not fai r t o the Am~r1oan 
liquor interests, the preosuro ought not to count . 

27 

Yes. Well, do you think you'll know in a day or so? 

Yec. 

!'1ne. 

!'11 take i t u;; wi t h you JuPt. ae soon 116 I- I r.ant 
to e~t i t in a concrete form . 

Good. 

The furt.lwr obJ ections to thJ.~ particular label. 

All right . 

~ecauee lt doesn't rcollY meet the s!t~t1on. 

Wel1., your st;-te:::tcnt th:>t you gave 0~1t on col <' was 
,.~ry helpful. 

'."el1. , thank you, I wsl\ t;Slnd to do 1 t. 

Thon.t you . 

GJodbyu. 

lloo<l.byc . 
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lit. !i\ICE i?Jl:.ICY SHTUL;iT Februar;· 16, 19J8 . 
ll : ..>J a . m. 

~r~:sent : 

ii . ·: . Jr: 

i'll (.:; : 

C.ubln: 

ri • •• Jr: 

Jl.lbin : 

r.lr . Taylor· 
t.lr . Gaston' 
1!r . Baas' 
Mr • '.'.'hi te ~ 
'Jr . Daggit' 
Mr . Viner' 
Mr . i'lalluce· 
:.lr . Ezekiel' 
~r . Bl &ck' 
:Jr . Currie 
Mr . Lubin 
:.lr . Binr lchs 

::111 s::mebouy N1th r· nice loud vo ice re,;.d lt out loud . 

~r . C.ubtn, ; o 1.1 n~ ve a nice voice . 

~iner i s tue grer.t trouble- mr.kt:r a r ounc> her .. . 

I s"" .1e • s runnlnrl true t o f or m then. 

Go "'ne:d . :iou .IL nt t. o rt:~d it? 

"It <H•s been the policy of tills Admin1str 6 tlon to 
;rornot.; r ec.)ve ry t o.Vlli'\JS full employment Pnd full 
use of our r esour c.,;s . '!h~> t continues to be our 
policy . If •e o r~ to b e successful ln t~is ,;. ttem~t , 
.;e .!JUSt iu. ve t. s to.Luy incr'-'" st in the r thl income 
;>ro ... uceci b~- ~ nd d i stributed to all our ;>eo;le . The 
;>roJuctive ;o .... r of our "or:ters and our r esour ces 
c <. n :>r oviae · n j O!LintLin c m tione l income f ~ r c.bove 
::ny levels Xe oi&Ve yet reLched . 

•In the rurtiler~>nce of tnis obJective the J.dm1nistr&­
tlon ~n its t gricultunl, industrial and moneta ry 
polici es hes necessarily b een concerned \'lith both 
the rela tio n or the price~ or gr oups of specifi c 
co<nrnou i tics to e ach other a nd the movement of the 
general pric~ l e vel . The policy or the Administr a tion 
in this rt.g<Jr u mus t be flexible. There a r e t i mes when 
the situation calls for measures designed to promote a 
rise in the general l e v .. l of prices. There are other 
time s .;,1en tn~ concern shoul d be l est prices arc rising 
toJo ra;>h!ly or too r &r . A yeLr ago t nere 118S ground 
J'or concern les t tnt: re occur so r "pid & rise in the 
,>rices ol' some co;n;:~o..,i U t:s &s to encourage a 
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speculative boom and cooke off demand . During the 
p~st six months, on the other hand, the general 
price level has been falling and industrial activity 
aas been declining . Government policy must be 
uirected to rever sing this defla tionary trend . 

29 

"Altno~h the a ttainment of full . industrial activity 
re4uires an increase in the gener a l price level, t his 
Joes not mean t h1•t all prices should advance, or that 
the rise should be r~pid . The prices of different 
groups of proyuc•s mus t be brought into balanced 
relations to one another . Some prices are still too 
high to promot e tlu t balanced relati~nship between 
prices t hat is necessary for sustained recovery. The 
failure of s uc3 prices to r eflect the decline in 
aemt.nd i s r.n obstacle to the r eswnpti on of r ecovery. 
The mr.i~tenance of prices not subject to full com­
petitive forces accentuates the deflationary pressure 
on competitively determined prices . ·,7hen prices are, 
through monopolisti c practices, maintained at uneco­
nomic levels , it i s the obvious duty of the Government 
to apply those r emedies which the law provides . 

11 \'/h<~t is needea now is t o raio;e t he prices thut are 
too loN, .vithout ruising t he prices tha t are Dtill 
higo . For those inaustries thet oper ate at a high 
level ;,f C~>pl:.city , even in depression, the restor~tion 
of profit s :J>Ust come tarough higher prices . But those 
industries t hb t 1\t.Vd sought profits t nrough cur t11ilment 
of output shoula seeK the restorati on of profits 
through incr et.sed volu;ne r :.ther tnan through r estricted 
out.,ut at high pri ces . Rit;ht:r profi ts ,vill encourag& 
ne., investment, o"hich is necessary to full r ecovery . 

111 repea t th~> t present conditions re..,uire a moderate 
rise in the general price level, and tht:t this rise 
need not r.nd must not extend t o all prices . The rise 
must be ma inly confined to those classes of commod­
ities, sucn ~s most r aw mhterials a nd some f inished 
products tha t a r e sold under highly competitive 
conditions, whose prices are now too l ow . The prices 
of some items , on the contrary, are still at sub­
stantially the highest levels reached in 1937; some 
are even hieher thon in 1929 . I n the field of 
residential construction, for example, i n the face 
of a serious shortage of housing and of unused pro­
auctive resources of every kind, all the major eleMents 
in housing costs advanced so sharply by the Spring of 
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1937 as t o t &r mine t e a pr omi s ing expansion of 
activit y in t hi s tnos t pr os tra t e of our indus tries. 

3C 

In other indus tries t he sha r p rise in prices encour­
aged inventory buying, which combined with the r educ­
t ion i n housing, l a i d much of the ground for the 
pr esent r ecession. '.'le must do e very thing we can 
t o pr event another boost in those prices that er e 
o l r eedy high enough. 

"At the present time, l&r gtt numbers of pr oducer s , 
as for exam~le the fa r mer s , nave suffered l a r ge 
losses of income . It is desirable t ha t incomes for 
such ~rou~s snould be restorea, par t ly t hrough 
rising prices for tne goods they sell, befor e 
~rices or costs of ~ro~uction rise fur tner for tn~ 
(;OJcis tney buy . 'ther & ~ore in.iustri es in wn1ch volume 
remains a l most unch~nzea even in a depr essi on and a 
recovery ~f income depends upon a r i s i ng pri c e fo r 
sucn proaucts, ~ s tn e l t ern£tive t o a correspondingly 
~rastic deflat lon in other f ields ." 

Now, t his last paragrkph is just a s ummati on. But 
we fee l ~ry definitely thv t i t i s s ubject to t he 
Pr esi dent' s 01'10 d e t er ml m t i on L s to 'Nha t he wunts 
to put in t • s eviuencc of w~ t he i s doing . 

"I believe tnc f~rm bill just passed, the hous i ne bill 
just pessed, and the monetvr y policy bei ng follo,.,.ed by 
the Treas~y and tne Board of Gover nor s of tne Feder a l 
Reserve <>ystem ~<ill prove helpful to;~ard achieving 
tnese objectives . " 

Looks li~e £n excellent s tatement. 

I thi!U{ it' s excellent . I got t•~>o t hings I' d like 
to raise, two ~oints . 

You come along end tu l k &bout t he farmer, wh.i ch is 
fine . But can't you say something about t he consumer 
i n the city? I mean •.• 

Good point . 

I rnetin I t hink you com~letely l ef t tha t out. 

Good point . 
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And as I r emember ~ agricultural economics, as 
wholesale prices go down, there is always this 
dr ag in the distributors• prices. I mean there ' s 
always tha t - isn't there always t hat drag? 

31 

Yorm prices go down more t han wholesale prices, yes . 
LikeNise, on the way up they go up raster. 

I mean t here's nothing about that. 

There 
out . 
about 

was a par agraph put in on t hat , but it was cut 
Some f olks thought 1ve were t alking too much 
t he f armer. 

l mean city folks . 

bpet.king of r etail prices lagging behJJtd. 

I celln something in tnis whole price t hing - the 
fello~ s itting back her e trying to ~ork out a budget 
f or a r elief family , &nd f irst t hing - "Wel l , what 
does it do to t he poor family in the city? 11 I mean 
whut has the Pr esident got in mind f or the factory worker? 

I s your point this, tha t even though f ar m prices are 
lo.<, food prices r emain r ela t i vely much higher than 
farm prices? 

I•m jus t using th~t t for en ex.ample . Must be something 
put in her e 

I think you must get the word "consumer" in . 

And what has t he President got i n mind when he ' s 
talk!t~ &bout pri ces f or the consumer? Haven ' t you 
got a Consumers Section over ther e with you? 

Absolutely. 

~ut that fello~ isn't •••. 

But it' s easy enough t o get a sentence or two in 
nere. 

Don 't you think so? 

It ought t o be in. 
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The o ther t ning , if I may - it j ust s t rikes me -
I think Ne 1 ve go t t o g i ve some e xamples as you go 
&l ong . "hen you ' r e talking a bout prices controlled 
t hr ough m~nopoly, I think you ought t o list some o f 
those; t nen ~e • ll t rlk about t hose which are a f fected 
tnr oueh & highly c ompetitive situation. I t hink 
you ' ve got t o illustr ate a little b i t more . 

Pic~ out the most s pectacula r o nes . 

You've go t t o be ve ry c t•uti o us , though. 

Yo u hc.ve tnis politica l d ifficulty . One of the things 
tht t ore too l ow is certa in food prices . Wi ll not 
tne Pr esident be 1mt in t he position .vhere he is 
accuse~ of trying Lo r Li se the cost of living? 

.. .,11, ttult ' s ::b.y I' .a t &l.dng r.bout tne co nsumer . 

une of your best exam,>les is food , r nd immed16 tely -
una .;:lotning , a nd i !llllledi& tely t 11e holle r is going to 
b~ ~h~e thu t tne Pr esident WHnts to increase the 
price of tne t No i mpor t hnt thines i n the budget . 

'/.ell, He ma y be able t o find some 
is not. s ubject t o tll8t crit i c ism . 
;>ick on ~,ypsua ~o nd " fe .. others . 

commodity which 
·:;e can r.l 7:ays 

! still tniDA - aon ' t .tno.v .vhethe r i t • s possi ble -
I w .. nt tn.ro~ot;n it, >:e,i.lt l ooking thro ugh it . .'/h er e ' s 
tne exu1ple? I oean &f t er " 11, t he Pr esident used 
co:>1•er ; t here must be others . 

~oa l is very good . 

He tio eRn 1 t believe copl~er s hould go u p too high or 
t o o i'ust ; E.ppt. rently ne ;.1 011sn • t mi nd if t he other 
t hings go U) too hi~h o r too f as t • 

.. ell, Just - a rter all , in tni s r oom, I t ol a t hJ.s t o 
~obert Jac~s~n ; I ha~pen t o believe in what Robert 
J 6c"s.>n w~os t ol.!:ing about 11nen he mad e n i s speecn a t 
Syr~<cuse , but I t.ola ui<n - I sala , 111 aon ' t t h iDA 
t ne r e ' s one percent of the peopl e .rno·:; Nh~ t you 1 re 
t a lking abou t , '' a nc> nt agr eed. And when I get 
t hrough, I think tn<. t 1t just - httve a fe11 concre t e 
examples . 
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I think it can be done. 

hn ill us tra tion . 

A couyl e concr e t e exam~les . 

33 

"here the tnought is - where you c a n use a n exa mple. 

I uon 1 t t hink you ca n do i t . I f you n~me a commodity 
uno say it ' s a commodity controlled by monopoly , t hen 

1 t c a n be sai d , " .'lhy d on 1 t you bring the force of the 
l a w a ga inst i t?" 

You can phr ase it in such a way so that you don't 
s r.y i t ' s tha t kinu or a com:noa ity, but direct atten-
tion .•• I t~< it can be done . 

Seeos to me t ne ,1l f. ce t o uo it is in par agraph 2 o f 
tne secona page . Ins t ead of using these r a ther 
abstrac t phrases, yo u c ould uJe the excmpl e the r e . 
Yo u s u;,· , 11 For those industries t ha t oper a t e a t a 
high leve l of ca ;>aci t y , eve n i n depressio n, the 
restor~ tion of pr ofits mus t come through hig her 
prices ." Yo u coul d use the exumple there . 

'.'I ell, if I was •••. 

Thn t sentence ,o;on ' t meun !Jnything to the u ve r 6.ge 
;)crson . 

If I wus 11 ne.:spa per correspondent, t he firs t 
(jUestion I 1Cl ask t ile Pr e::s i dent - "':lell, !Jr . 
Pr esi uen t , .vna t oo you mean by mono!)oly prices?" 
-.h.,n ne ' s going to fish, and he mi ght pull out the 
wr ong thing . 

Think he better duck. Be tter t ell h im to duck . 
Don' t think i t ' s a good thing to come out with an 
i l lus trHtion of the monopoly price t hing • 

uepa rtment of JUstice r eally has to answer tnot. 

Waiting a hell of & long time to answe r it • 

"Pr ices tna t are too high . " 

"itnout say ing t ha t it is monopoly? 
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1.Ui Llfy t he .. >nr tJse so tha t you ' r e no t eX!JOSing 
your~alf t o t hat Kind of ~uestion or t bn t Kind 
of criticism . 

.. eu , .~hl>t other t hings do you see? 

34 

.. elt, ~tside f r om c l earing up t ne t second perfgraph 
o n p&~t t wo, it occurrea to me thL t in the second 
p&r~grvph on p&ge one i~ migh t be pos s i ble to change 
tne phr1 scology a li t tle . I .vas going t o sugges t 
r evo; r sing the t hought the r e . The d egr e e t o which -
you see, " i n the fur ther a nce of t hi s ob j ective we 
ere concerned with the wr; y ln which mone t rry cction 
&ffectlng t he general price l«ve l beu·s on the 
coor>.~in~te.,. productiv-. por:e r of our 11orkers" - some­
tning of that sor t . 

.. ell, c oulo JOU say 1 t so t nt boys coula c& ten 1 t . 

I aon ' t •tno.• ;mether tne others did . I didn ' t • 

Did you get it? 

I t uiru: I dio . 

The 'lillY this sentence r eGos noo1 - ''In tno f urther &nce 
of t his object i ve " - tm t is, the objective of the 
lncreLseJ pr oductivi ty - "In tne fur ther ance of t his 
objective tne hdoinistr Ltio n in its agricul t ural , 
1naustri~l a nd monetary pol i c ies ha s necessa rily 
been concerned ~ith both the relation of t he prices 
of groul's or specific comcodi ties to ooch other a nd 
thtt oJOVcment o f t he genern l pr ice l eve l. " I wonder ed 
.. netner o r not i t ,vould e xpr ess t he t hought mor e 
fo ,•cefully if we s a id we were " conc er ned with t he 
·•<Y in ,mich monetary moves t hF t affect t he gener al 
pr ice level a ffectea t he lone- time coordin~teu pr o­
v.ucti vc ,_~o.ver of our Norkers . " 

The tuoU<~nt tnere Nt.S no t to att;eopt to a l loca t e 
,.,rice~ exclusive l y to monet&ry matters, but to show 
tna t o t her policies m• ve influence on t he pr i c e 
s t ructure . 

,/ould your i dea be, Mr . 1/i.llhlce, t o add a t the end 
o f thu t sentence "a nd with t he r e s ult ant e ffect s on 
t he a bilit y of our indus try t o function a t hi gh 
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ca~Lcity r. nd full employment . " 

Oh, I tninA it is prob~bly bll right us it is, 
but I •• •. 

!t doesn ' ~ tie those price r elutions i mmedi a t e ly 
to industri&l ~octivity. Tha t ' s a hole you ' re 
trying to fill. 

It seems to me ttu; t any ucti on t aken 11ith r espect 
to pri ces by the rnonete ry route should be t aken only 
•itn the t hought in mind o f how it affects t his 
coordinat ed incretsed pro~uctivity ove r t he long 
run, &nd t h£ t we ought n ' t to h~ ve anything i n this 
s t s t eoen t t hat indicutes t hat 1ve •re going to move 
on prices except i n tne i'u l l consciousness t ha t " e 
.~no.; t here ls d{nger t n: t when ••e •oove on prices by 
tne .nonet&r y route - tho t yo u r.r e in danger oi' 
bringing about ~nbLltJ.n~e . 

You a void t ht t posslbll tty if you just say , "In the 
fur tnerance o f t hi~ ob jec ti ve t he Administration in 
its economic ,Jolic i es h(•S necessbrily •... 11 1.nd levve 
t he .. ora 11 monetu•y 11 ou t . 

I uon•t ob ject striously to it as it is, bu t I 
t ho.;.;nt ther~ .n ::1 :. pl.lssibility ,JCrllaps of s treng-
t n.,ning 1 t . 

t:on I just :;a) a nt tnlne h~re no..: . For he~ vEn 1 s sakes , 
s tritte out tm t t-itle • 

uell, th" t wasn ' t :ncnnt f.O bt: in ther e . Thl t' s a 
typogr apnic£1 error . 

So:ne typogr ephi cul error . 

Tha t was e ne11s it~:m tn· t wr s mista ken ..• 
oone jus t o ne second before . 

Thl•t IDS 

If the cnild hus t o b e named , I would call 1t 11 Gener&l 
Price Level .n ' 

Tna t cer t a inly is out . 

No aoubt about t.hlt . 

o'lhE t? 
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"Administra tion Pri ce Policy." 

Th~ t wa s inserted a t 1:15 a .m. 

lvha t ? 

Inserted at 1:15 a .m. 

uhy not cell it "Price and Productive Policy"? 

"Price and Pr oduction Policy." 

These boys , t hey 1 ve done a s 'ell Job, but I think 
they 've got t o ~it u little better than tha t. 

St ill, I think "Price Polley" would be all right • 

It is mostly price poli c) rela ted to the productive 
policy. 

That ' s it. 

36 

'fha t ' s it . Th£< t woul d be all right. Ready for words? 

No t 4 ui te . You (':lallace) want to run t hrough i t , don't 
you? 

I• ~ 4uite s a tisfied with it. I was thinking about -
let's get this consumer s sent ence fixed up . 

I t n1nk it ' s a corking stu tement. 

What do you think of it, Al? 

I t hink it's ver y good . I think that Secretary 
Morgenthau has suggested the necessity of having 
some s;,e..: i ftc prices in t her e , otherwi se it would be 
t oo g eneral . 

I didn't meun prices , I meant commodities . 

Well, ilavt t o relate pr ices to commodities . 

Yes . You ao or don't t hink well of t hat? 

or the a rticl e? 
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No, the suggest i on. 

llo, I t hink 1t 1 s very good . I think the s t atement 
as it stEnds is likely to go over the heeds of most 
people.' 

You think so . lha t' s wha t I think . 

37 

How t.bout the consumer s t ;. tement? If these policies 
ai m IJ t b r upia increase in employment payrolls and 
conSUllle r income, even if t hut increase is accompanied 
by u slight rise in the cost of some of the elements 
of the standar d of 11 ving , consumers will still be ver y 
much <hetd as a r esult of gre<.tly increased prices. 

Coulel n1 t lfe t ake t hese i .:eas t.nd .vork over t hem ~> fter 
you suggested some cnanges t o be made? 

Yes . I t ala the :lhi t e House we wouldn ' t be ready . 
I 1\1.15 ,;oint: to suggest, if we Just throw t his at 
you - !f it 11as ogreEtuble to you (;'/alls ce), I was 
goillt; ~o sugges t 8 : .30 tomorr ow morning . Is that 
a ll t•ight? 

( Nods yes) 

nn<.i t nen the boys would ha ve 1:nother chance t o do it . 
hna if tne President 11ill see us the •aY I sug6ested, 
afttr Cabinet tomorro~ , it wi ll be all fine. 

All right . 

.but I•a like t o study this a little bit wore no1•t . 
Hub? 

One other f ac t or I think we might look c. t, end that 
i s this . I think t his i s excellent as a prepared 
stvtemcnt, to be issued ts a f o rmrl statement . I 
t hink possi bly the Pr esidenL will want to issue a 
pr epar ea st>tement. I t hink also, t hough, tha t he 
is eoi ne to tal~ inforaelly to the newspapermen at 
the confer ence end prob~bly talk from tbe cbDrts . 
And I vppro• ched the thing from the standpoint of 
a r unninG di scussion, somet hing t hat be might read 
himself, possibly to clerify his o~~ thoughts for 
his 1nformt.l t alk, which is likely to get the heavy 
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play, e nd I worked out a generel running i dea nnd 
1.lso a summary on tha t basis. · 

•:fell, let ' s hear wha t you ' ve go t . Youl ve done one? 

Yes . 

Fine, let ' s hear tha t . 

1 thiM prob~>bly l'a better read t he running dis­
cussion f i rst and the summary a f t erwar ds . 

"Price Policy . 

38 

• Recent developments nove rgoin stirred up d i scussi on 
of t he Idoinistrati on• s •..• n -understand , t his isn't 
intended for e relecse r t nll; it is simply f or the 
Pr esi dent to r ead t o clorify his o•m thoughts for the 
infor mrl discussion . 

"Recent aevelopoenos hllve tgain stirred up di scussion 
of th~; .~<aministra tion • s price policy . I suppose we 
&r e lil<~;ly to r et•d ~fain us we have r e&d i n the past 
tht t the .hdministre tion has no consistent price policy 
and the t I issue confli c ting s t a tements about pr ices . 

"I tnink it m~<y be worth while t o r eview briefly what 
our price policy bas been &nd what it i s no. . If 
tht!re ll r e doubts, I ' d like t.o clear t hem up; e lthougb 
of course I recognize t h6t nei ther I nor &nybody el se 
c~n uo v ery much &bout t he sort of misunder standing 
of Administration polici es t ha t is due t o a perver se 
desir e not t o under stand . There has been more than a 
little of tha t in the picture . 

"At the outset it i s necessary to bear in JDind t he 
distinction between whe t I have sa i d about t he general 
level of prices End wha t I have sai d on one or t wo 
occus i ons !ibout specifi c prices or gr oups of prices 
wi thin the price struc t ure . 

"Ever since the ear l y d ays of Mll rch, 19JJ, our objec­
tive h~s been t o bring about e rise in t he general 
price level of our domesti cally produced commodities, 
God we guve our particular a ttention t o those commod­
i ties which were most no t ably out of line, especially 
ugricultural prices--farm prices on the f arm--but we 
d i d not neglect other prices . Our objective was a 
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general increase in t he pri ce level . 

"Tne reasons for that policy should be obvious 
end were well e xpltined a t the time. The depression 
h&d brought about a ruinous decline in many pri ces, 
~S;)ocially the prices of raw pt•oducts , but not all 
prices boo declined equall,y. A great dispority had 
been created end that disparity creet ed an insur­
mount cble obs t acle t o early business recovery so 
long as it existed . We had before us the prospect 
of L tremendous liquidation, which would wipe out 
exist ing values on a huge scale and bring disastrous 
conse4uences which no one could foresee. The only 
alhrru.uve to that terribly deflationary process was 
to t ry by some means to bring up the pri ces that were 
too low in reltti on to other prices, and too low in 
relltion to the grea t bulk of co~ercitl and private 
debts that had been incurred i n the years of higher 
prices . 

•What we did to meet tha t situation is an old story, 
but ~ppa rently a good many people have forgot ten it; 
at lenst they s eem t o have forgotten the r easons tha t 
impelled us to t ake the steps v1e did take . 

•By Vbrlous means we did bring about an improvement 
in tne price level, but ~e never a t any time fully 
e ttoinea the obJective •e set out to attain, which 
W6S to restore the price relat i onships on which the 
fullest business activity could be main t ained . 
oHthin the lest fe;v months ne have had e di stinct 
set-bGck . Price relationships are f a r less satis-
f uctory than they were ..• • this should be- I 
sa i d six months ego - "thon they were in Deoember , 
19.36• - "but they are a long way f r om being as badly 
out o!' line as tbey were in 19.3.3 . 

"Noti ce t hat I am speaking , not of any individual 
prices, but of price rela tionships end the general 
price level . This ls important because people, and 
I include the newspapers, are continually allowing 
th~mselves to be contused about e relttive1y s impl e 
ma tter. 

"If in e time of f alling prices all prices should 
decline together and uniformly, g r eet damage would 
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bo done t o capl t nl v~lues e nd a gr ea t inju~tice to 
uebtors, but when prices r etched the bottom, business 
could go ahe&d . But t hut is no t what tu. ppens . .'.'ha t 
n~ppens is thbt the most sensitive prices decli ne 
preci~ltously , othtrs l n l ess degree and some ver y 
ri;;1o prices not at !ill. If th~:- deflation ls per­
mitted to run its course there is a long &nd tr~:-men­
oously costly perioa of 10 justment befor e a correct 
reh tionshlp is est~:.blisi1ca ~>g~> in . Full business 
activity cannot be n tt~1ned until a pr oper r e l ation­
ship i s es t ablished . 

"Corrt<ctive i nfluences can be set to work t o bring 
up the pr lees that a r c too l o.: . 'lie di d set such 
influences to 1:or k Lno they did tchieve r esul t s . 
1'ne prices tru t 'llert ruinously low began t o climb to 
<lH.t. tnt prices tnat nac no-t fel len. Then tn element 
o!' dt nt,~:-r &ppe~red . :rnen you are trying to get prices 
to meut bt a proper r elLtionshlp i t i s just as dengerous 
to llbVe some tiu.t t-rt! ~<lre£dy high enough shoot higher 
&s it il> to nuve solllt! of those that a r e too l o,·: go l ower . 

11 Thut is 11bt. t \\llS huppenlng in the :;prine: of 1936 when 
I utt;;rt>a a Narning thtt prices of some dur~ble llOods 
""ru beine forced ubovu Lneir proper l evel. Thut can 
ut.,lp.,n to controlled prices , to prices thL t are in the 
lrLsp of monopoly . It ts " stupid business for those 
•no ctn ex£rcise tn1 t sort of control to use it in tha t 
~L) . It ls ~ ~lain c~se of Killing to., roosc thLt lays 
the ~olden eggs . But cono~lies lire oftbo just that 
3tup1a . 1ht.t is one of tne r easons NOY we need to be 
vigULnt to ~rotect our selves egl)inst t nem . 

"The effect of pr ic&s tn~ t 1 r e too high in reh tion 
to oth~r prices i s to choke off demand , to lessen 
consumpti on; end Nhen consumpti on f alls off other 
lines e r e t.f f ect ed and & g r et t mvny little men suffer . 

" Prices are t oo hieh when exorbitant profits are 
e>.Lct.,d , when ;;asteful r.nd inefficient prectices are 
~ursued in canagement, when the advant ages of quantity 
~roduction t.nd distribution are not sousht . Prices 
t.r" too lo .. ><nen they do not provide an ade.,.uate living 
IIE.t:e f or the necess&ry l tbor t nat pr oauces them . 

"Our p1·ice policy bus been di r ec t ed t owa r d a f air 
11 vine f or all t hose wno t oil t o produce nnd a f eir 
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rewar d f or al l t hose who contribute uni~ue end 
valuoble service to production; toward a fair 
return to capital invested and to capital risked. 
It will continue to be so directed . It has been 
dir ected against extortionate profits, against 
restrictive monopoly and agains t the milking and 
looting of industry by monipulttors of corporate 
structures . It •il~ continue to be so directed . 

"We are seeking to res tore a more satisfactory 
price relati onship . Our effort has been and will 
continue to be primerily to r aise the prices that 
ar e t oo low according to the standard I have men­
tioned. It isn't a standard we have invented, but 
it is one to whicll r~e ure trying to give pructi cal 
r.pplica tion. 'llle prices tllat are too low according 
to that stanaar d bulk far larger in our economy 
tnan t he J)rices that are too bigh. Tha t is why I 
neve said that, speaking broadly, the price level 
is too low . 

41 

"The improvement of these prices that are too low 
does not mean a great increase in the cost of living . 
On the contrary, it will more surely result in higher 
wagas and better living . 

"That is our price policy. It is not new. It is the 
one we have pursued f or nearly five years. It is not 
Go inconsistent policy. It is called inconsistent 
only by those Nho don't take the trouble to understand 
it. 

"I .. m not undertEking t od11y to detai l the further 
methods we shall use in pursuit of it. To do so would 
mean to recapitulate neorly a ll th" t we have done since 
19JJ . But we must bear in mind that we have made great 
advances since then. We have built foundations that 
don't need to be altered . One of them is our monetary 
policy : 'lie don ' t have to face t he monetary chaos of 
19JJ; we have now a system adequate for our needs . 
Another grea t accomplishment is our farm price ad just­
ment system, greatly improved by the new Act tbat I 
have just signed . 

"The spproecnes to the price problem can not a l ways 
be direct. They are a part of our general recovery 
policy, which, in spite of temporary s etbocks , we 
shell continue to forward with nll our efforts." 
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I thinA the first part of t ha t is fine, Benry . 
I was wondering about the part dealing with 
monopoly 1 ~o s t o whether it would be well for him 
in this press conference t o bring out, along with 
the r es t or the d i scussion, another blust ut 
uonopoly , which ~ould tend t o t ake the headline. 
I wonder if it i sn't - whe t we are after is t o get 
the m~<ximum r ecovery. Nov:, it is true the t 
monopolies int erfer e with recovery by holding 
certain prices out of line . But if we come out 
wi th ~nother blast t<goinst monopoly± it tends to 
scar e other business men 1\ S well. 'd be inclined 
t o gPt hira not to say th1, t, r a ther t han t o g e t him 
to say th• ta t the present t ime. Tha t' s my hunch 
on tht t pa rt of i t. 

42 

Of cour se, be is beins att~cked 6 S bei ng inconsistent 
because of th£ t very thing - that on t wo sopLr ate 
occasi ons he hfs talked about certain prices baing 
t oo nigh, ond it seems t o me he needs t o r e l e te 
th1t t o his gener al policy to r aise the general 
lovel of J)rlces, and sho·,, th&. t on t ho'se particul Lr 
occtsions he was not inconsistent . 

I think Ne can use everything you ' ve got in there 
~xcept every place where he ' s defensive and s ays , 
• Tnese so- &nd- so ' s Non ' t understand, n end so on. 
And if you can cut out t ha t note, it's fine. I 
think the setting for t nis whole thing is L very 
consider bte st~te~ent and r ts t btement of wha t the 
price policy is, ana there shouldn ' t be a ~ord or 
cr lticlsm or defense of anybody in it. 

l:ell , tha t • s very nice , but he won• t do tha t tha t 
way. 1 mean •.• 

\tel l then, I wouldn't f eed him any meet. 

Uon• t worry, he ' l l do i t an,y~ay. 

He wants to take wha t he s a i d in April and show how 
they t wist ed it, and he• s going to do it- just the 
way yes terday a t his pr ess conference, couldn ' t wait 
until .<e got through and shot it. Jnd thut •s all 
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Aft er a l l , he ' s the bos s . That ' s all 
But he ' s going to do it. 
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The thing toat I ~ot , Herbert , ;:~<s this . These 
gentlemen brought in a thing which wes abou t the 
mrximum length that the Prtl :li aent will t Lke . He 
won't t 1<ke t.nyth!ng thE. t is any longer than that . 
~nd I think they ought t o tcke that end see if 
thert: ts e nything in there which t hey ' ve overlooked . 
But l 1e non • t t &ke a nything much l onger than tlu.t . 

••as it your thought th1 t he ' d put out t. f or mol 
~ t~otcment? 

Very oefinltely . On yt~s, d efinitely . 

Of course, ne will t &lK for h&lf a n nour . 

Yes , &nd ~Y th~ught is this . I think .e ought to 
go ov~or there, tne gruup tiu:t 1 s .vorked on this toing, 
er.o tnen, if he wo..U.a perm! t it, to do what you people 
uia tom~ before my press conference; to f ire questi ons 
~ t him . 

r put th~t whole t hing into a page . There is t ha t 
Nhole tning in SWillllrry. 

I meL n 1~hE> t I die before our gold thing for half an 
nour . I m:d ru-lf e uozen boys in here . T.1ey just 
s .• ot 1.1uesti::ms . If 1.nytoey didn' t like the way I 
~ns •<r€a the ' .uestion, •1e h:..d e n :: rgument rbou t i t. 
I don 1 t mow whethe r tho Pr esiaent would permit tha t 
or not . Or he might r e ver se it . He mi ght shoot 
ljUestions t. t us . But if .ve could th r ash the thing 
out and t.ry it, 11hy , I think .... 

Here ' s the thi ng I feel the need f or emphasiz i ng , Henr y , 
as l listened to ~r . G~ston ' s statement . It seems 
to me that Ne ,~ant t o get the consumer in t here ver y 
cucb more <iefini tely . In eddi tion, I think "'e ~·ant 
to ge t in very much more definitely that this higher 
vrice ~oli~y in cert&in s £gments of our economy is 
not t scr.rci ty policy . I think that i s brought out 
v.,ry .:: leu rly . Bring in tnis f a r m bill in tha t 
connection . nnu I tnlnk it i s Jus t as ~:ell to bring 
o ut €lso clearly thE> t we ure no t r.nti- pr ofit . 
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I think tha t ' s all to the good . 

That ' s in t here. 

It' s in there . I don' t know who put that in t here . 
uidn't .mow •·e llBd any of these profit boys around. 
Tb~:t • ~ all r ight. 

Uost of those statements a re in my outline . 

lhe one t ning I 1 u ask the President •••• 

"'ut 1f you boil it down - you Nant certai n things 
t o s t 6n6 out strongly i ns tead of having a l ot of 
r easoning about why be wes right in the past . Why 

not forget ~bout trying to r econcile wha t' s sa id 

44 

in the pas t and go forward in the future? And these 
e re tuings taet ought t o stand out. You wont t he 
consw,Jer thi ng t o s t knd out; th11 t this higher price 
policy in c ertain s egments i s not a policy of 
scarcity; <. nd :1e 11re not against profit . 

'l'here i s one ..,uestion I 1d ask him when he t alks 
ubout t~1e f lexible policy . I 1 d say, "Well, Mr . 
?res i dent, does t his mean we a re going to have a 
commodity do llar ?• I me&n t hat ' s wha t I'd ::.sk him . 
Is tha t what you f ellov:s got? 

oloulo you like us t o write out a ser i es of ~uestions 
and answers that we migh t sugges t ? 

Yes . I ' d ask that , f or inst<.nce . •noes that mean • •• 11 

Just ~o t tna t point bring it in - • Well , Llr . President , 
uoes tnis meu n t ha t this group i s r ecommending a 
commod ity dollar? " 

uell, one point t ha t IYOuld be connected wi t h t hat 
is - t hat i s , t he firs t assumpt i on, first guess -
is , we way intend further devaluation. 

I tninA tne courteous 1\&y would be jus t to list a 
lo_t of questions wuich 1ve think ••• 

"nd Just answer them . 

Yes . You•ve done it f or me . And what t hi s group 
thinks the answer should be. Let him t ake this. If 
be runs through t hat, then he can r ead the ~uestion . -
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"I agree with this. Wby do you answer it this 
way?" If we could get hi.m to give us an hour and 
have a kind of seminar there, it would be fine. 
If he'd do that . 

Vlell , we •ll do that anynow. 

Of course, wtlat they'll ask h1m is, "What acti on do 
you intend t o take to bring up those low prices, 
and what action do you intend to take to bring down 
the high prices?" 

We •ll let the boys .write the answer to that one. 

We•ll put that down. 

That 's in here. 

You say you have the answer? 

I have a n answer to that question in this. 

What was it, Herbert ? Here, do you want to read it 
from here? 

No, it 's not - I think it ' s in there, but very 
briefly . 

"I run not undertaking today to detail the further 
methods Ne shall use in pursuit of it . To do so 
would mean to rec&pitulate nearly all tha t we have 
done since 19JJ . But 11e must bear in mind that we 
have made great advances since t hen." And so on. 

45 

hnd then: "The a pproaches to the price problem can 
not &lways be direct . They are a pert of our general 
recovery policy, which, in spite of temporary setbacks, 
we shall continue to forward with all our efforts . " 

My question is, 11\'lhu t is the present recovery policy?" 

That's a good way t o hondle it. 

You mean t o put these questions? 

Yes . But I mean that's a very good answer to the 
particular one . 
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I am most pleased with this thing . I didn' t t h ink 
y ou ' d h~ve anythi ng nea rly as good as this by t oday . 

Neither ciia :.e , :.lr . Secr etr. ry . 

It' s ~ good thine yuu d i dn't catch us a. GUarter of 
an hour sooner . 

I • u li.<e t o ask if J ucob Vin«:!r is s a tisfied with 1 t. 

It depends Jn wn.t i t i s . I ~m not s~tisfied with 
lt as a fran.< s urvey of the s ituation, but under 
the circumstances I think lt is better than I hod 
anticipr. ted it woul d be . 

'lhr.t• s r. v~: ry bullish steteoent, c oming from J ake, 
y ou :mow . 

Positively enthusius tic, g lowing . 

Yes . I met-n from J ake tha t 1 s a v ery 

J,nd r •a say i t would be ve ry d a ngerous to move in 
the d irection of making it mor e specific, of na ming 
commoditi~:s , of ge t ting into rows a s to whether the 
f a zts are correct ~bout pG rticula r commodi t i es , or 
.n· specifyine :·1h~ t the Pres ident is going to do about 
it. This is 1 stctement of t he sor t of price system 
he .:ants this t o be . The •1uesti:m i s t o ••. 

You ;;ould hne nio :>Ut this out sod t hen duck a t 
eve r y s t c.c:e· of t h\l gaCDe , auck eve ry .,uestion prvc­
ti .!ally . 

I 1u s ;.y J uc.< 1t by s eylng that he ilas been fi nd 
intends t o c ontinue .-1o rkin.:; ~ t it, th~c t this sort 
of s ;stem c~n•t be pr oduced o ve r night s nd a l a r ge 
par t of it res ts on c oope r a tion of the public . I 
mean the Governocnt c~n • t do a ll tbis . A l o t of 
this i sn• t t h ut the Govl:! r runent is g oing to do so 
a nd so, but tn~ t the price system must oper a te 
in this wa y . In o the r wo ras, part of this is r et.lly 
t.n ~ppeal t o persons wno hc.ve been maint~:ining rigid 
prices to sto p aoina it . 

r• c inclinea to ~ro:te .vith J a ke on th~t , r ather th&n 
go into illustr~tions . 
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Got the building thing in there . Tha t's r eally ubout 
a ll you need . 

I •d say i f you have illustra tions - then I ' d say 
ma ke it "Commodity A" end "Commodity B," but don't 
specify 1vha t they ar e . Take your price index and 
say, •Here a re examples , Commodity x and Commodity 
B, <mich ha ve operat ed this way. There are examples, 
~ommodity C and Commodity D, which have oper at ed in 
this other ·.7ay . " 

,\ell now, the President - I r emember be said, "Bill 
cc,_ue .io•m to se& me and told me such &.nd such a t hing 
&.bout &. f ac t or y doNn i n Pe~ania, and Tom came 
down and tolu me so and so about this busi ness up in 
Ver mont . " Then they ttslted, "1'/ho was Bill and who 
was Tom?" 

I think if you include any mention of specific 
commo.iities or &. r t i cles , t ha t is going to be the 
news leao of the story . This genera l E•Spect 11on1 t 
ge t the lead . The l ttad will be the prices th11 t 
are too high, if ho numes them. 

i.nd even if we cureful ly s el ect t hem, the press will 
~sk, "How a bout steel, f or ex~<mple'l " 

I thin.'< it .. i ll be pr e tty good if t he statement 
doesn't h& ve a ny defini t e lead , i f i t i s a thought­
ful cons i der a tion of t he probl~ f acing the country • 

tnd i f it is followed up . 

If it isn't spectaculLr, seems to b e soberly t hought 
out . · 

Not directed to trying to find fl;,.sil.y s t e tement s or 
trying t o catch a hea~line . I t isn ' t a n easy problem. 
1 think he ought to s ay so . One of the things we 
ought t o put in there is, "This is not an ea sy prob­
lem. There a r en' t a ny f ormul a e tnat answer all these 
~uestions off-hand. It r equires constant t hought, 
constant vigilance . The Government has perhups made 
some mistakes, and will continue t o make some . " 

The lead i s not going t o be on the prepared s t atement. 
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Tne leud is going t o be on wha t he s ays in his 
informal t a lk to t ne ne«spuper men . This sor t of 
prep~reo statement - it is excellent; it is not 
0oing to be the l et>J of the story. 

But is the let>d tlle important t hlng? 
re~as the le&ds1 t he cuptions, for a 
wor lu forgets about them . 

The publi c 
day, then the 

r:o , on the contrlir;t , the only i mpression that 
ninety-nine out or e hundred people get is the 
stuff that ' s printed in the headline and the 
lead of t he story . 

Yes , but I don • t .mo« ,vhether these s tatements are 
:aade f or ninety-nine out of a hunared . 

H01v about the eaitor h .l com:llen1.s? 

LditoriFl co~nents , hnd statements and speeches made 
t <IO months later. 

Those will - a s f ar as tne editorial comJoents, they 
11ill nearly £11 be hostile, and they wi ll pick out 
the ~ppa rent inconsistencies of the President; those 
a re t he things t hey ' ll har p on edi torially for 

I.los t of tne people nevl! r r end the whole story, Jus t 
re~d t he leads . 

I 1 d be inclined, supplementary t o this, to have him 
is~ue soce ~ind of statement reconciling the i ncon­
sistenci es - sup~lement£ry t o t his, issue it . 

I ao t ninK this i s true . If he would t&ke this as a 
pr~pbred st&te~ent and give JO minutes to r eadi ng 
G~ston • s SU!Il!lla ry -I mean, a fter all, Gaston wrote it 
for his infor mation and not for the press ' s informa­
tion . 

Not to g ive that time to i t a t the press conference. 

Study it up so he ' ll absorb the deta ils of wha t we 
ha ve in it. 

I would -.vant to r eae! i t t o him; otnerr.ise, his 
enthusia sm will get the best of him and he ' 11 come 
out witn s omet hing thut will t otal1y obscure this . 
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I t uiru< :.s f ur I<S pr!!parJ.ng it in t he best way t o 
pr esent i t t o him, J.f you take t his sta tement and 

49 

we finclly agree on i t, and tnen if you men could 
put down questions Lnd answers for him as you think 
they'l l be di r ected, I think tha t would be an awful 
good way t o pr esent 1t . I find it very useful t o 
myself. And he 1 l l do thut . And t ake Gaston ' s 
st~tement rnd incor por a t e it into questions and 
ans.vers . No.1 , we huJ a demonstra tion of the other 
M:.y r ecently and it dido' t work so good . But anyway , 
I t nink that sotaething which he could - he ' s got a 
marvelous ~e~ory und i f he bed these GUesti ons and 
&ns.;ers &nd po"ed them a t us, and Ne 1d be on the 
aefense rutner tnan put ting him on tne defense, -
~on.:~ ne • a enjoy t:v t anu ne ' d SOb-" it in a nd he ' d 
n~ve it for next morning . He ' d absol ut ely hhve it . 
nn~ I•m tremendously encour::ged, first, tnBt this 
grou; coula ~gree on uny thing, and t nen second - I 
me«n I t ilinA - I 1m s urious t<bout t hat - and tnen 
so:cond l y, if ''e cvuia agr e" wi th the Presi dent , I 
re&lly tnink it is one of the mos t constructive 
stevs t na t 1 s beun t eK:en here since - in t he s ix 
months . 

Let ' s get some strong consumer s tuff in it. 

~o if tney •ll get 4uestions 
stuff, we •ll l:eet ot $ : ,30 . 
can, don 1 t you tnin« :oo? 

and ans11ers end consumer 
we •ve gone as f~r as we 

lhe cons~~er ~tuff i~ «11 we neea on tais t hree-page 
stetement . 

Tnpt 1 s right . 

••e 1 r e dropping toe example thought? 

I 1 m :;illlng t o drop 1 t . 

'-'ut .te want the consumer thought. 

.~> nytning else? 

You \lbot the thought of nigher pri ce policy, not a 
scnrcl ty policy . 

Yes, I thinK tht t would be good . 
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~omes under consumer s , doesn ' t it? 

Under volume . We want volume. Stress the f act 
t hat we want volume . 

I 've got one other thing tha t I question. Can you 
hang this whole r ecessi on on the housing thing? 

No. 

And inventories . 

;;e say ttlh t hous i ng und inventor ies 

• • • laid ;nucn of th\3 gr ound • 

S t ill leaves lots of spece . 

L.a id some of t ne ground , we could say • 

'llell, I just r ai se t hat poi nt. 

Tha t coul d be in t he question end answer thing . 

!:0 

•·e l eft r oom for some other gr ound, f or some of t h e 
cr edit policies . 

I might jus t - tnink i t' s inter es t i ng to point out , 
ve seem to be a ft er t.vo day s having a t rend here 
•nich I thi~~ i s ver y int er esting, and that is tha t 
ne •re ge tting a general rise in commoditi es, a strong 
Government bond market, ond a fall ing i n the s t ock 
m~>rket . And gold is up t o a point wher e - i n t he 
cEse of Switzerlrnd, tha t t hey ought to be t aking 
gold rignt now f rom us . But I t nink it ' s r a ther -
I mean eold is al most up to t he export point; it i s 
in the c a se of Switzerland . Hi gh Government bond 
market, a good commoJ tty market, and f alling s tocks . 
Sort of a ~ueer combination . 

I t hink that • s qui t e typi cal of what you ought to 
expect. 

As f ur as I' m concerned, I' m tickled t o dea t h with 
it . I don ' t know how you feel . I'm perfectly 
s et i sfi ed . The tning I hate t o s ee is a quick ris e 
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in the s tock marke t. 

I iu. ve u feeling t ht. t toe stock ma rket 'Nill act just 
t ne reverse of t ne way i t should . 

In o ther *ords , if 1e c un • t exp l a i n it, we can fall 
bLCK on t ha t expl~nation . 

Do you .vent to t a lK about tne cherts at a ll? 'l'ha t 
,.~s one or tho: sub jects yesterday . 

I uon • t personal ly . I J on ' t know ..• 

•·onuer,;u if you 1.1mted to see the char t t ha t we sug­
ges t eJ a s the best single c tt&rt f or him to use . 

Yes , I thought it would be wortn while • 

.3ut I t.nifll{ t i1ey ought t o lu:.ve th~ t , Herber t - the 
group oueht to heve tn~ t , Wha t you 1 ve done , I think 
tnt:y ought to ha ve e verything you've done . 

I f tnis longer s t a teroent is to be gi ven, I woul d 
l i kt: ~o see the consumer s csment in a nd cut out the 
enti-monoJ>Oly t hing . 

! 1d l ike t o say over tgain wha t I sai d befor e . Then 
I d on ' t thi~ ~e ought t o feed him Enything , Nith 
t nat ty pe o f tning in the r e . Non , if he feels he has 
to do it, wby , 0 .~ . , but I don't think i t' s necessary. 

I feet s ure th~< t most or his t a lk to tne ne.upopermen 
will be aevoted to r econciling his poliC1f , e xpl,. i ni ng 
t hc t tue n r ious t hings he ' s done a re consi s t e nt . 

I 1 d like to see him do it in a n mni c & ble way. 

\ ery t actful Nay . 

o'.e haa tnis cnar t prepa red, whlch seemed t o SWlllll> rize 
t he s itua t i on a bout a s well as any chart we could ge t 
t ogetner . It ' s the B. L. S . inaex of finished pr i ces 
rela t ed with the index or r a w ma terials, going bock 
to 1 29 . Then over & t t he side .Ye ha ve given - we 
h~ve stretched out th~ last two years t o show t he 
monthly figures 1n mo r e det a il. The g r aduvl i ncr ease 
ln d1Sphrity b e t h'een the tiVo , starting .1 n ' 29 and 
going up until t he begi nn i ng of ' JJ, s tands out as 
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II . '.! . Jr: 

Hu & s : 

.,;,ggi t : 

11 • • • Jr: 

r,,. t;t;it : 

H •.•• Jr: 

il;es : 

a ... . Jr: 

.,nlte : 

.. :~llnce : 

oohite: 

II . J . J r : 

:.ubin: 

•H.t llcce: 

Lubin: 
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a f ac t or aocentub ting the d ecl ine in business . 

I get tha t a ll right . Don ' t ~now whe ther Ur. 
.7" lluce "'a nts t o a s k any thing . I t hink 1 t 1 s a 
good cnert. I ' 11 t ake 1t o ver t o the \'/bite 
House . 

And I 1 a liKe t o t a ke e look Et two more , if I 
ooulu, tomorr01v . I don • t know whtl t the Deoa r tment 
o f Agric ulture runs on f e r me r ' s purcha sing' dollar. 
Hu ve you got that? 

Un -huh. 

Yes , •·e have one chart • 

I•~ Still L little f~r~-Oin~ed, nenry . 

Tnt t pr e tty much pHallels •••• 

::en, so f &r - tm.t i s , pric es r e cede; t ha t ' s bed . 
'l'hut ' s tne t hing . I mt~to n this part of it looks 
bod . 

No . , lu ve you go t somethinG on the consumer? 

lie meuns t he r a tio b e t oveen t hos e t;<o curve s . 

.. ell, so::wthi ng for the city fellow. 

.. e llr. ve n • t, but 

'l'E ke payrolls there ~ nd wha t. the payrolls would 
buy; or ?LYrolls r e l a tive to the cost of living 
NOUl c.i be tne c ha r t you ' r e IJ sking for. 

That NOula be co~pF r~ble t o t ha t . But I don ' t think 
.ve huve don e t ha t . lie c an do i t. 

52 

I tninx i f y ou t~e t his plus t hat and then s omet ning 

I t .voulun't be c ompa rabl e . They have t he ectual pr i ce . 
In the case of c ity >:orK~;"rs 

No, it ' s t he income . 

'l11a t. wo ulun ' t be income . Yours s hows prtces pa i d . 
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.bzekiel: 

t.ub1n: 

uG.ll&ce: 

Vtn~r : 

t..~tatlel : 

H. IJ. Jr : 

t.ubin: 

r.. ... e~itl : 

H. ·.: . Jr: 

r.~e><le l : 

H. :!. Jr : 

~~edel : 

B. :I. Jr : 

H •. J. Jr: 

Nhite: 
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11e have other char ts of city ~1orkers ' income per 
7/0rlter employed, a nd c ost of living . 

1ha t •s not cor.~par&ble to yours . 

53 

You crm get a cnart on f armers ' income and relr>tive .. . 

v t<tting into f£rmer s ' costs ; it ' s a pretty difficult 
conce~t • 

.le CIUI snow f <. rme r inc ollie above costs ; we ha ve an 
esti mate of net - I meun the n et i ncome aft er 
l)bying out-of- pocket C()Sts, wilich go up much more 
r l.pidly tpbn pt·i.:e goes uv, t±nd do~<n much more 
rhpi~ly tn~n· price goes uoNn . 

Toe \IUttSti :>n is, :>nut is i~s significance? You•ve 
go t tlu. t ,>roblem of tll tt cl ty lr bor er - t he city 
l> borur tits s i~ple casn lncoce and .>uthy . 

but t•tl t ne t incoce of cash - for the f~rc~ors , the 
fo.Ju tney consume is compa r t bie to t he city worke rs 1 

cvsrl income . 

Don• t t tJ<e o ve r ~ nytnine the t - you haven ' t go t 
Ul)'tni ng f o r f a rmet'3 or ci t y foh:s , prices in r e l a ­
t i on to empl oyment? 

nell , we nave & ctu;rt sho::1ng the r ati o . 

>his is employment . 

Pardon me? 

'J.ni s l s employment on th11 t cnort . 

Yes , but breakine 1 t uown E s be tNeen c i t y a nd country . 

.. ell , country employment goes up in depressions . They 
can't e&t in the city, so they go home to eat . 

uould you just t ake this one over? 

Eoployment . 

J ust t~>ke this on e? What do you people think? 

'.':e can get one t ha t looks 
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H.IJ. Jr: 

~&l lt.ce : 

H .:l . J r: 

r'l'ull nce: 

H. :A.Jr: 

H!WS ! 

H • .I . Jr : 

!Juggit: 

llt~g t: lt : 

H. J. Jr : 

.... 11ace : 

n . li.Jr: 
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The f ormers• one . Tha t' s the one you (Wallace) 
a lNays run, the one you go by so much. That's 
the one, isn' t it, you're sort of • •• 

:O'ha t? 

Kno•m ~:os the scissors char t ? 

That was 1932, Henry. 

Well, vte don' t want t o get back there. 

And one more , Ur . Secr e t ary , you want, on the 
consumer el ement . Three . 

Those t hr ee . Then if anybody ha s any bright i deas, 
and I'm sure tney wi ll between no« and S: J O tomorrow 

~oul~ s~nci hi~ one on building ma t eria ls . 

rta i ses the 4uestion of examples . 

Yes . 'l'his i s the way it would look . 'lie huve it 
pre p~t r ed here . 

J.r e you ( ••nllace) in lJ hurry? 

I nave t o go . 

••ell, 11e might just as wel l stop. 
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r.<>v• rn=au• *lm to 8fteek :Setl.at'ou 

It has been t he policy of t his Administra tion to pro­

•ote r ecovery t owards full ecploymsnt and full use of our 

resources. That continues to be our pol1oy. If we are t o 

be successful 1n t his atte~t. we must have a steady inorease 

in t he real income produced by and distributed to all our 

,eople . The pr oductive power of our workere end our resources 

cPn pr ovide and maintai n a nat i onal income far above any levels 

we hAve yet reached. 

In the furtlleranoe of this objective the Ad!:lin1stra tion in 

i ts l'.f;rlcul tural, industrial and monett>.ry policies has neces­

sarily been concerned wi th bot h t he rele t ion of t he prices of 

v,r oups of specific commodities t o each other and the movement 

of t :'le general prioe level. The pol1oy of the Admini strati on 

i n this regard must be flexible. There are t 1~es when the sit­

uetion calls f or measures designed t o promote a r ise i n the 

, eneral level of pri oes . There are other t imes when the oonoern 

shoul d be l e st prices are rising too rapidly or t oo far . A yee.r 

aro t he re was ground for concern lest t here occur eo rapid a 

rise in the prices of some commodities as t o encourage a epec­

ulr. t ive boom and oboke off decand. During the past six months , 

on the other hand, the general price level has been falling and 

i ndustrial acti vity has been declining. Government policy mus t 

oe directed to reversing t his deflat i onary trend. 

ss 
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Although the attainment or full indus tri al aoti vity 
requires an increase in the general price level, this does not 
mean that all prices should advance, or thAt the rise should be 
rapid. The prices of different groups or products must be 
brought into balanced relations to one another. Some prices 

5G 

are still t oo high to promote that balanced relationship between 
pr ices that is necessary for sustained recovery. The f ailure 
or such prices to reflect the decline in demand is an obstacle tv 
the r esuopt1on or recovery. The maintenance or nr 1ces not sub­
Ject to full competitive forces accentuates the deflationary 
pr essure on competitively determined pri ces. When prices are , 
t hrough monopolistic practices, maintained at uneconomic 
levels, it ie t he obvious duty of t he Government to apply 
those remedies which the law pro¥ides 

Whnt is needed now is to raise the prices that are too 
low, without ~a1sing t he prices that are still high. For 
those indus tries that operate at a hi;b l evel or capacity, 
even in depression, the restoration or profits must oome through 
higher prices. But those industries that have sought profits 
through curtailment or output should seek the restoration or 
profits through increased volume rather than through 
restricted out put at hi~ prices. Higber profits will 
encourage new investment which ie nedessary to tull recovery 

I repeat that present con~ons require a moderat e ris e 
in the general price level, ~this rise need not and must not 

C: ext end to all prices. The rise must be mainly confi ned to those 
classes or commodities , such as most raw mat~rials and some 
fini shed pr~ducts that are sold under hiOOhly comnetitive condi­~1~~o , Wh~o · ~r1 e• ~ o~e no• too low. 
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The prices or some items, on tl~ contrary, are still at sub­

stnntially t he highest levels reached in 1937; some are even 

hi gher than in 1929. In the field of residential construc­

tion, for example, in the face or a serious shortage of houa­

ln, end of unused productive resources or every kind, all the 

. .mjor elehlents ln housing ooets advanced so sharply by the 

s, rlng of 1937 as to terminate a promising expansion of acti­

vity in this moa t prostrate of our industries. In ·other 

industries the sharp rise in prices encouraged i~ventory 

C>uying, which combined ,;ith the reduction in housing, laid 

much of t he ground for the present r ecession. We must do 

everything we can to prevent another boost in those prices 

that are alr eady high enough. 

At t he present time, large numbers of producers, as for 

exrm·,le the f armers, have suffered l.llrge losses or income. It 

i s desirable tllat -incomes for such groups should be restored, 

partly t:trough rising prices tor t he goods they sell, before 

prices or costs or production rise further for the goode 

tney buy. There are industries in which volume remains 

altnost unchanged even in a depression and a recovery of in­

co~e depends upon a rising price for such products, as an 

alternative t o a correspondingly drastic deflation in other 

!'le lds. 

I believe the f a rm bill just passed, the housing bill Just 

Passed, and the monetarY policy being followed by Q~_'l'reasur:r 

and t :te Board of Governors of the Federal Reserve~ will 

prove helpful toward achieving these obJectives. 
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.... ss 

Jaeaa clrralo~aa ban apia lt.in'od 1111 41101&11loa of \be 

AdaiDlat.raUoa' 1 prlc:a poUq. I 1\lj)poe& " are Ubl¥ t.a ne4 apia 

a1 •• ban nee! lo l.ba paat. that. \be .t.dai.Dlat.ra t1oa baa • OOI!Itla\olli 

price poU.ey anc! \hat. I iaau. ooaltio\1111 1\at.-llll .-.,., prloee. 

I tbl* l\ .., tlo .or\11 lihUe \o I"''t'1w brlafll' what. ..,. prloe 

poltq baa bHa enc! llbat. 1~ 1a -· It \bon are 4aub\a, I 14 Ua w -..,. 

cl...- \hM "'Il al~ or c:ovM I r-IJilM t.ha\ nolt.ber I - .. -

boclr elae ca n do ••11 .uch ebou\ \be aort. of aliWI4erlt.lncllJII ol 

Ualala\ra\loll pollc1ee \bet 1a 4\&e \ o a penerao dealre ..t. t.a ~ 

lt.&ad. t bere baa bHII eore t.baD a lltt.la ot \bat. 111 tbe pietliH • 

.U Ule outM\ lt 11 -UI&I)' \o bear 111 alad \be 411\11111\loa 

tlo\ .. ea llbat. 1 hno aal.d abOilt. the aenoral .lnel or prloea aDd til!&\ I 

ban eald oa o• or two oooaalo• allou:t lpaclt1o pr1cu or IJ'OIII)e o1 

prl o•• a1\b1D th• price 1\I'\IOtara. 

EYer a1,1111& t.ba earl¥ ~· of llanlh, 1851, 0111" objoc\he ble 

baea \o br1ac abol4 a 1"1 .. 111 \be &aDOral prlca lan.l ot 0111" dn II 

W UlOH O-.il\1&1 llbiob "" .01\ 1111\abq Oil\ fit ll111t1 OIJIMialq 

au1Nl\unl p~fua prloel 011 u.. tara ba\ .. 414 ., .... ., 

GUlar prioe1. OV ebjoo\lYo WI a a••nl l~~~tnaeo la \lie priM "-1. 

Tile ree•=• r ... \llat. poUq lllolll.d t1o ...,._ _. _.. ..U. 

u:plal~ a\ \llo \SM. fila depn11lo11 had bnueb\ lbou\ • n' 
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deGUM 1a -... priMe, NPM~ \be pri.oft et nw pi I I au, -.a 

.. , ..u prto•• bad 4HUIII4 ~~· " P"N' c~.upu1v bad.,_ 
-t.c~. uc~ u.at d.lepuiv -tee~ .. ta.~ oM\.Mle w 

eUl,r -.s..aa nccnraq eo l o .. •• lt uteted. Ia had. lletan u 

\be pr~~paot ot a U..lld.aoaa Uql&14at1o., aleb -u ~ •t ate\o-

1 .. "al.a .. oa a tnace aoala aad. llrt._ 41ai1U'oua eoMaq•- ala • 

o• Cllla14 tcrr .. u. !laa oRI;r altarraUn t.o that \an'1lll,r detlats.o...,. 

proeaaa ... t o ,,. b7 - -aa \o Ill'~ Ill' t.ha pr10N \be\ 1111'1 we 

w 1a relaUoo t.o otbe prloea, aDd too low 1a nlat1oa \o tal IJ'Nt 

RUt ot o-rolal ud prhaw 4111\a t.bat bad. 'baaa 1aov.rra4 la tM 

,..,. ot bJCber ~rlo••· 

lila\" 414 \a Met tal\ 11tuaUon 11 an old. atoq, b\4..,.,.... 
ea\l;t a load.-. paepla ban torpt.\ao 1\J at Uu\ \hq -to 

ban torp\\aa \he NUIM \bat U.,allad. U to take \he 1\apa w 4U 

taU. 

liT .arlou -· .. 414 ~ aa...at •• t u •• ••n 1a tM prtec 

lc•el, wt .. .., ... at •• tlaa ~ at\111114 \ba •Jaotlft .. M\ .n 

\o at\ala, *1eb aa t.o -'•" \he prS... rala\l~ oa wllitb tile 

tlallcet -.111111 aoU'I'iV ooul4 Ill a111\allll4. 11\bb \ba laat he 

••U.. " llan bad. a 41nbot Mt...-.. Prllll rclatlotllb~ an f'ar 

laaa MtWMtaq \baa Ultr -. eb ...U.e ... , lll&t ~ an a ~ 

.. tna llet._ •• MoU;r .. , at u .... ..... ..... 1a 1111. 
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lloUo• \ha~ I .. apM&lDC, •t or ur bdirtdual vrtc .. , INt. 

o1 ,..toe rela~So~ u4 \ha ,...rel priM leftl. 'l'bU u U,nW... 

be081lle peopa, aad I laolucle t.ha _,_pen, are ooau~~ &Uowilll 

\b_ l ., .. ~o be co~ about. a relaU••~ a1lip1e •t.t.er. 

It 1a a t.1ae of falllm& prioea all prioea aboulcl deeli.. \e­

,.u.er aad llllltoral.¥, CJ"Mt. c1uace ~cl be do• t.o oaptW ftlueo u4 a 

.,. .. , bJuat.lc• ~· clobt.ora, but. meD prto .. r.ohecl t.be bft\Oe, llllat.N 

could p ab...S. a. t t.bat. u cot. wba~ bop~•. 1lba ~ bo.PpeM u \lllat. \M 

..,,, ee111lt1Te prt c•• clooll• preoipttoua}¥, ot.bera 1D leu clocrH ... 

- ••rr rScicl prtc .. 110\ ·~ all . It \he cloflat.loa h penlt.W te 

rua ita CCIW'Ie t.bere b a lo111 aad --·~ ooa~ ~r1o4 of aciJilft­

Mat. batore a como~ reloUoiiObip 1o H~becl apia. Pllll 11\loi.moo 

aothlt;r oa-t be attabecl wst.U a pnper nlatloll&blp la utabllobod. 

CornoUft 1afllliiiOU oaa be aet t o worlr t.o briJic 111 the P"­

t.bot. an t.oo low. We did eat -.ob iarhencea t.o work ... tbt~r did aobilft 

rellll\1. Tbo prto•• \bot. Mre ~ low bepa t.o olUIII t.e Met. t.bo 

pl'ioea that. bod -~ tallaa. fila all eleMDt of cloJiiar appeared. Ill• 

TW are t.rrllll t.o Jet. prto .. t.o Mot. at a proper relot.lollabip 1t u JaR 

aa clollle!'OI&I t.o bon - ~hat are alna~ bilb •-at& aboot. bilber ao it. 

11 t.o haft - of tbooe that an t.oo low p 1-. 

Tho\ b ... , oaa ....,. .... ta t.ha fpr1lc of ltae ._ l utt..nt 

0 atailll \bot. prlOH of - durable ......... bo1JIC for ........ \MU 

fNfOI' lOftl. Tbot. oaa bap~ t.o ooavolW pri.ooa, t.e prio .. \bat an 
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La~· pup or a:upaq. n il. ltuf'cl bu~ t• u.o ...... -

uerolae t.hat tort or oont.rol \o "" l\ 1n tba\ ..,, I\ 11 a plala 

- of ltUUJII the po1a that. ~· t.be pl4ea .,.., But. 8011111f10llM 

are ot\en jut. that otupid. Tba t 1o 0111 of \ba ,_Ill *7 " IIM4 

t.o ba •laUaa\ t.o protect. ovMl•e• qailllt th•· 

The atteot or pr1c .. that an too hl4)1 La nla\ioo to othu 

pdcoa I• to choice orr 4-Dd, to la-~ oolll\lllpUODJ ellA ...,.., -

eu.e;Uoo tallo orr other 11111• are atff'Oted a1l4 a il' .. t •ar little 

ceo eulror. 

Prlceo are too h1i)l llbeo uorbUaa\ prorih are euoto«, wbea 

•aatetul aDd 1111fl1cloa\ preetle .. are purou.d ln --.-ot, llbeo \be 

adftotac•• of ~uant.l\J' pro<lactloo alld cUotrihttoo arw DOt. oo,.Pt. 

Pr1c•• ere too low while 'iaq 4o DOt. proYlcle an ad.,.uate Urtrc -co for 

the -o.JY la'"" tba\ pro®c .. th•· 
Olar prioo polior bao bale dJ.reoto« W.rcl a ralr 11Yhc t• all 

UloH •• toU to produce aJIIi a fair ~ for oU t.b- wllo ooa\rlbuto 

Wlique aDd ftl.uabl.o HrYloo to prod\lo\ionJ toarcl a talr retura \o 

oaJiltol. tJW .. t.od a1l4 t.o eartu..l rloll.od. 1\ wtU coiiUaao to toe 11 

dlreotocl. ,It hoe boon 41reoto4 qalllft utonloate JII'Ollto, ..u• 
1' .. \rlotho ADIIIJlOq and ... ~~ the wttlrt .. u4 lM\121 ot ~ 

-, •atr'u"" ot COI'JIOI'Ilto ~. u wU1 oo.U.. to • 11 

41reoto4. 
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h ar a •• t'ac \e ne\On • -. •W017 ~riM relau.­

~P· Oar effort bu "" aD4 wUl ooiiU•• w be ~ te ..U. 

\be price• t.bat are \oa l o. aooordlac \e the lt.aadarcl 1 lllrft -.\loaM. 

It. lan ' t. a 1t.aDdard we baTe l""nted, but U 11 - w •loll M are 

\171D& t o a1•a practical applloaUoa . the pl"lOII \bat are \oo 1 .. 

.-rd1lll t.o u.at naadarcl bulk fu luau lD ov -....- \M.a U. 

prlcea t hat. are too b1&1l• !bat. 1a 'IIQ' I haw aald that, .,sakt .. 

bi"Mdl;r, the prlca lanl 1t too loe, 

Tba llrproT-Jit. of \baN prlcaa that are too .LR doM -' 

-• a ar-t l..DcrM.M 1D the ooat ot lt.TlJII . Ou tba oo•I'UJ'• f.\ wUl 

-. I\IJ'al;r re.W.t la b~ar -a•• aD4 "tt.•r l 1TlDC• 

That 11 OW' pr1oa pol lc:r . It 1a not ,.., lt. 1a tba - w 

ba.,. pv.....S t or ~17 t lw 7aara. 1t h not. aa laoo lll1a\ea polllf'. 

I\ ll oe)] ed liiC 111111te11t. OJll;r b)' \boN ... o don I t taka the t.roQbla te 

Wlllerat.aDCI l\. 

62 

1 u aot. ulldou'tatliiC t.od.q to detail the tl&rthv •'Docla w 

lbaU ua 111 pvwi\ ot 1\, T~ do 10 -w-. to ,.._,.1\ala\e -l;r 

all t.ba\ WI ba'fl doM alnca ltu, Ill\ .. .a\ bear lllllbll \bat. .. lla .. 

-.41 areat. am-a alDOl t.baa. Ia baft INUt. taudaUOIII that. .... , 

IIM4 t.l" altered. Oua of \ball 1a ov •-'u7 polllf't h._,, llaW 

\o t- \be -~ elleoa of liNJ .. baft - • llr"- •' c••• r. 

ov DM41. hDU.ar poeat. aon•r' h' t. u _. fua )JI'iM ~- art 
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•-'-• II'M~ ~roftCI tv tke .. Ao\ tlla\ I ba.,. Jut. a~C~>td. 

!1M.,.... ... \o \he .I)I'Sft ~--DO\ al-.1 lie 

dlreot. tb411 ore • put ol our .,...re1 NOO're1'7 peU.,, 'III!Git, Sa 

1plte or~ H\'Mclta1 .. 111011 ooau- \0 r_,..s wt.t.la au 
OUI' etr.n •• 

-o-
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Ll ; 

February 16, lO~A. 

3: 07 p. m. 

Yee, :J.r. Secret-u-y . 

'!enry r:or genthnn. 

Yes . 

"/ell, f:hat' P your t emper a ture? 

V!e l l I y·cnt, :> ver th~>re a nd es.v: Jim !\bout el~ven 
t h irty . I never h~ve ~een e.hle t:J ~Pt P hol~ o f 
Farl ey , hut ! don ' t t h ink it' e nece~sary n?~. 

0~4 

!3ec :o.use t:C ~md St.r'\US "er e a; ·sq r'? and he sa i d tha t 
~o end the - he nn~ ~v f~ther r e r e t?g~ther lact 
nl!;ht and t.l>ey cP.Qe t o t h.-, c:Jnclusion tha t it wP s ~ 
mts t e/.e t o try to k ic!• •1p in t he states jus t l'.s l'!a 're 
trying t ? clttab t he etl\1r . 

Un- huh. 

And that tht>y co •..ll<'. s ec t nAt !t would be almos t 
1mp:JS&1bl e for t.hese l'f?J.. v:or kel'C t o g et under ~·:ey, 
and in~!dent~lly to ~ eme.zement I f:>und :>n riding 
up thi: :l:>rning tha t we ' 11 have seventeen m.!.llion 
1ollr~s worth :>f ler~e nteel hou s ings wh ich a r e t:> -
el t hor t h!' :teet~ shov e l : a r c l"!th i t right now or 
t hey rill be 'Yl th i n the next t.,.o ,~-;eke !f th'! 
Presi nent ~1gns t he b i ll . 

Grend. . 

Jus t t h ink o! t ho t, 

Well -

Thp t 1 s mor e t hM TU$""ell di ci ~11 t he time he wP.a 1n 
b•1s lne2 ~. 

Well , I th i nk I ' ll Ju~t t •ke a l ittle cre11t for 
th1s. 

Well, I 1 11 b e t you do. You Jus t t:Jse theM up nnd 
ch~ngP their cin~ . J:ow t hey h•v e en~th~r ~lan 
y;hereby they 'ti'M t me t o - t? put on e f!lore ;,r lese 
the sSDe k!nA ()f P cP.mpa1~n tha t we - !'Oil p.nn I 
he l ped work ?Ut before, d:> y.,u reoember 1t. on 
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those eight thousand coanunity Chairman campaigns? 

Oh, yes . 

flell t hey want me to r e-ins titute that, and I 
think tha t may be a good i dea . 

Yes. 

And I ' m ~orkinB on thnt right now. And also they 
want to have an i dea of - on thee~ l nrge scnle 
h?us1ngs, when a man hasn 't got enough equity i n 
ther':' , t hat maybe to comply with our eigll l#' per 
cent mortgage r equirement s that. the RFC work up 
~oce eecondc~y money loano for h1m. 

Well I -

Jesse went i n to oee him n~tcr I did, 
h~ven 't been able to coe Jesse as to ho~ 
out, bvt ~~e' ve definitely killPd the '1!!';. 
:C think. 

and I 
thet came 
t.h ing, 

'llel l , I :~ant to kno•.7 particularly beceu2e Aubr ey 
'.'111 Uaroo and Cclonoll Harrington nre due here i n 
twenty minutes . 
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Yes, well that ' ~ dof1nite).y out . Uow we t old them 
t he t where we do make there overbo!!.rd loans, :md \'lhore 
Ctreus does too, and incln entally I may be able to 
help Straus Gome, through this National Uortgege 
Association. I ' m not sure , but I think I can . 
No~ , - why we Tould r ecommend that the builder use 
all t he W?;. wageG of men he can and get his rolls 
!roc t he ~A pe~lo, ao far as po~s1ble. 

!?or \7h1ch7 

\'/hat ? 

~n \~hat? 

On - on any v:ork going ahead. Instead of J us t simplY 
adv'!rtis ing for people thet he try to t e.ke them off 
t he llPA r olls . 

Oh - oh, yes, hut psy them. 

Pay - oh, ~ertainly pay t hem, but I !!lean to say that 
if I ' m buUOtng a -

Oh, that'& all right. 
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A two m1111on dollar pro ject out here 1n Queena , 
1notead or Juet advert1e1ng tor men. 

Yeo. 

That I work with the n?A oen, and say send me over 
t en common laborers, and send me over fifteen 
~t this a nd twenty ~ive of that. 
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Thllt' s all . ~ell, they' d eo the U. S. unemploy~ent 

service tor t hat . 

Yes, that' e right . · ~!ell I think you did a swoll 
Job, !lr. Secretary, anc' I 

Well, are - ere you all right? 

~het? 

You're all right no~? 

I'm e l l right, yes. 

Are you on y?ur way? 

I 1m on DIY 11ay , you bet. 

\'/el l, I 1 m - I was worJ•ied, you know, anc I ~poke to 
J1~ at seven lRet night , you knor. . 

Yes . 

~id you know that ? 

No , I d i dn't. 

Oh, yes . 

He didn't t ell me that. 

Well, that's - that' s what happened, I called h im on 
t he phone. 

Yes. 

So I called h i e up and I oalled up Aubrey Williams 
and told him what I thought. 

Yes . 
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s o I onlled JimmY l aet night. 

Yes . 

So - it you want anything more , let me know. 

I' ll certa inly work closely with you • 

9ecauee I'm putting my money on you. 

Good ~or you. Thank you ever eo much. 

All right. Goodbye. 
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February 16 , 1938 

3: 30 pm 

Aubrey if1ll1&!!1s 
Col. Harrington 
Mr. Bell 

!Jr . \Villi arne : We may be int errupted once or 
twice because t he fight is on. Sam Rayburn may call us. 
Canron j ust called and said everything looked all r i ght. 

HU ,Jr : I see t he f i ght io to inc~ease it. 

Ur . Williams : Well, they are talki ng all kinde 
of ... ays . 

Col . H: J ust ~ot our last employ~ent figure . 
I don' t i:now ~Thether that has come over to you . 

Hl!,Jr: No , it has not . 

Col . H: 1 , 985 ,000, February 12 ; an i ncrease or 
40,000 in thnt week. 

7: .. 

!ill J r : !low you gents arc not laying any fellows orr, ar~ you1 You are Just going ahead and taki ng a gamble. 

l!r . Willia,a: We are noy laying anybody oft and 
we nre ~etting overooard a little bit , like 1n Detroit nhere 
tr.c President said we could meet thnt situation. 

Ht.i ,Jr : I j ust came from t he Wh1 te House, all out 
of breat h -- I ~ean Dannie and I. 

Well, we are at your eervice. 

Col. H: Well, t he first t hi ng I want to talk 
ao~ut is in connection with i ncreasing ecPloyoent by a half 
oill1on people. I think -e have got to ask eo=e relaxation 
of certain r estrictions that have been imposed upon ua by the 
Bureau of the Budget in accordance with our understanding of 
the President ' s instructions. I am go1~ to ask you to 
viaualiLe one-hk~f million people . That e a lot of people 
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anci vte can' t get half a million people on a work projec t 
and PAVe every pro j e ct we do all of perQanent and enduring 
value. In o t her words , re have got to do some work -- r e ­
pair, mai ntenance and st~ff of that kind. In my judgment 
there i o no way to avoid it. 

Hll . Jr: Do you mi nd loo'kin~; a t this reno ... (llr. 
3ell) because this is very cuch his Job. I will be ve r y 
~l~d t o listen , but t hi s is do~n his alley , so jus t s~ing 
around a li~tle bit and talk to hi m. 

~lr . '111ll1ams: Turn t he machine gun in that di-
rec tion. 

HM ,Jr: Because this is something ! don't e;et in 
en, ~ut I am more t han willin; to listen. 

Col. ~: Well, here i s a 2t page memor andwn which 
;cur secretarj signed, directed t o the President , goi~g into 
tl.e det:~1ls or one pro ject, $1900 to put a new roof on a 
school ouildinr; in St . Francis County , l!issour1. The old 
roof , i t says , is aoout to fa ll down o.r.d they want us t o 
put a new roof on it . There nre other projec t s in t his 
2~ page letter. One of S3,000 . One of $9 ,800. Ons of 
~2 ,800 and so on . 

Now, it seems to me thnt in this peri od of more 
or lese er.~C rc;ency the~ 1t would be reasonable to take our 
de~e~nation . We Nill get tne bes~ work ne can. I have 
four cen over in my office all or who:n had over 25 yenr s 
of experi ence in constr-..1ction -:ork or various ki nds , and 
the:; -o i nto this s tuff ri.,.ht do"n :o the bottom as far as 
we ·c'ln. I l'lill tell you franitly we are going to do mai n­
tenance o.nd reoai r or ~e can' t put 500 ,000 people on t he 
Job. I wo•Jld r ather sp read it on the tabl e . I don 't 
want to cover i t up. 

l!r . BPll : Th.Rt' s ri ,.-h t . I kno'l' ::tot.: are not. 

Col . H: I ac tryin- to do this thing ae beat 
we can , but we can' t f~nd ~ork for 500,000 people all at 
once -- on pr oJects ue don ' t include th.is sort or stuff, 
~nd I thin~ i n this neriod of e~ergency until we can get t his 
loan on -- &t any rate, while t his flow of p~ojects and ap­
plications is goinr, to be heavy on us , that we oueht not to 
be goi ng t hrough th.is kind of business of Budget to the White 
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t:;oce , \V!1l te Ho•lse to me , me to the Wh1 te House for the 
President ' s a~proval . It just gums the mach inery. 

:.:r . Et>ll: Well, I lw.ve t ll lked to the President 
sPve~rl ti~es a~out t hose thir.: s a nd t het ~ r.e kick of your 
-:.!flee 1s a~out ey sending these mer.1ornnda. He e8.1d , 

1 
Let 

~::e k ick. You cont1r.ue t o pick t hese projects because' t.e 
~~id 'I ~ant to look at t hem.' I r ealize you are going to 
.. c> vr o:o pu t t r.ese 500 , 000 peo?l e to work and I t hink p r ob-
t ..,1~ t .... re snoul J 'be sor.1e rela.xa ti on , but I c a n ' t see 1'1hPrc 
t:.~>re 1e nny ndcUtionnl em))loyment b y the WPA doing II'A1nten­
rncl' i!nd reoair '"orl< in c itie s And com .unities that the ci ties 
,r.e coo· .unities ou~ht to do. That ' s not o.ddi tionsl employ-

e•. · . It' s s'.lbs1d1:ed c:::plo'''"""t . I know you can argue 
·:-~· t:'IP~' won ' t do t l .e-se thl nr·s , but i o so:ne t l':!nz they should 
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c . ·;.:.anev r t!.e Q.overn:::ent t3Y.es o·•er JUa1ntennrce and 
~ent~1rs of c:unl c i onl p l ants , t hen I say wp are going a long ways 
to•-ar <i.s t he ? edt>r .1: Gcvernaent ;;;e t ting 1r.to local Government 
~·:ivit ies . I n ,, Ol' rfectly .:1ll1n • to ret o•• t of it a lto-
.,,t..l' r 1:' t:-.e President says so , b•tt lf he is go1n~ to leave 
t : .c ,j ob to 1r.e I 1\tr. "Oln" to brinl" his r. ttention to all maln-
t~n~ nce and r"~air . I think there s nould be so~e relaxation 
in the e mer,-ency , but when we ge t out of that I do not think 
T A s!'lould d c t hat t hin - . 

Col. H: That ' s ••hat I ar~ asl<i nr f o r - - ove r the 
c1·io6. c~ a ::~onth or a1x Peeks . 

!.:r. c~'ll : I r Pa l1ze :;ou !'~·we a Job . 

;.:r . ''l1ll1a'1s : "le h'<'IC -o~e olonr- pre~<;y •~ell on 
"= ' -- .. w::ol c tl ~1n · , Dc.n. 

Col. H: I have tried to p l ay the game . 

~:r . W1lli a •a : I e on' t think t l::e Colonel disagrees 
oo•lt: . you f unC!ar.tent a lly . 

~r . 3ell : I r.1ll say t !'l i s f or t h e Colonel: we 
~ 'le t~d better cooperation since he has been there than be-
f~r~ . We are followi~ th~ Presi d e nt's 1 nstr~ctions . I f 
l::e ~-n~s t o c hange, perf ectly all ri -ht with me, b ecause I 
"'Culc.. li:<e to r et out from under t he Job. But, Ur. Seore­
t c ry , I think you Vt1 ll have to asree, whe n t h e Federal Gov­
crr.n.ent ;;e ts into operation and maintenance of the cl ty, that 
we c. re ~e ttlng pre tty far 1n Government getting into local 
activities . 
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HU.Jr : Frankly , I have not followed it awfully, 
out I d~ know I hBard t he President tell two stories when 
he ca~e ~eck rroo t h e trip out ~est and he was ve ry much 
=hocked to t'i nd out you peopl e were :nni ntai n ing s ome d i toh 
out 1n I daho and he poi nted out -- I don't kno~ whet he r he 
d1d 1t oublicl) -- t he i d en or t h e Feder a l Government after 
uuildi~S t he d itch t ha t we ~intain it ! Then , the other 
thin_ , he vtas very much shocked to lea rn, I for get the fie;­
urE's , ou t he asked us to ge t t hem for h i m -- appropria tion 
for nw1ntenance t ho.t the Fed eral Government , for instance, 
for t .. e c1 ty o f New York . Perfectly ama::ed! I t hinlt you 
:ct some fl ;;u r ca on that . That ' a the last I have ever heard 
un~ of course r.1s ti r.e is a11fUlly p r essint; and I don ' t know 
t.or hP. feels. 

I r.i ll be perfectly !'rank with you people . I h.~ve 

r.ot l~d a chance t o tell you because i t happened st~ce we Jus t 
c.< .. .e back . I understand froo Stev:art ~lacDonald he has been 
tl.e : r een light and told t o g o ahc11d &nd d o t he j ob an(i that 
nll i deas of using unemployed l abor i n a ny way are out . 

Col. H: On housing? 

H}1, Jr: On anythin~ ~hat has t o do ~th FHA. He 
ras told t hat this morninr by Jimmie Roosevelt . I got thio 
JuAt 11 f ew minutes ago. So with t hat out o r t he w~v -- I 
don ' t kno-. whether you have heard it . Ste•nrt l.lacDonald 
told =e . He r.as O'ff' r t he::-e anC. he was t old t c go ahea~ a nd 
do his Job . He t alked to the President last r i ght and he 
and the President d ecided t hat it was out . I did not pe t it 
f r om Ji rn:n1e . I I:"O t i t from Stewart. W1 th t hat o•Jt -- as I 
told you the other day n nd I told Ste~tart and I tol d Jimmie, 
I was lOa% opposed to it and so was Danny Bell. Now, this 
other t h ing is somethi ng I have never g ot in . If you want 
me t o g o with you to t he President, Dan, a ll right. 

Llr. Bell: I don 't thi!lk you need to. 

HN , Jr: But Da n 3its here in a dual capacity. When 
he has seen you befo re it was as Assistan t to t h e Secre!h ry; 
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now it ' s Bu~et sturr. But if you say to me, Dan, 'see me 
through thi s , I will stick with you and if yo~ want me to go 
to t h e President with you so we can get these fellOws straight-
ened out , o. K. Because I nailed t h is fellow t he other day 
Md asked if he had enough proJects to t oke care of $250 , 000 , 000 
a nd he said yes and the only excuse I could see to put you 
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oeople in Stewart llacDona l d 1 s work was tha t you did not 
have enough projects . 

Col. H: I told you we di d . 
not have to go into Houe1r~. 

I told you we di d 

~.Jr: You have a tough Job. If Dan says he 
wonts me to so wi th h1m, I ~tll. I have never got ten into 
this !hing and I woul d much r ather not. I s et in when the 
money lc decided. When it is decided, then I am through. 
Then my Job i s to r a ise it. As f a r ~s I am concerned, I 
arr. out unless Danny Bell says to me he IVants me to go over. 

Mr . Williams: That ' s Claintenance . 
esreeci on that? 

Col. H: There is something ~rc yet . 
lar !)rejects. 

Have we all 

White col-

llr. B~ll : We have be en sendi ng these particular 
pro j ects to t he ll'fu te House w~ t h notes on t hem calling t he 
Presi dent ' s a t t enti on and i t has been done under his direc­
t i on. We have not Just taken it up and done it . I t has 
been hi s directions and I have t aken it uo wi t h him several 
ti~es . · 

!Jr . ·,'11111ams : I have not oome here to ask you to 
~enege on s omet hing t ne President caked you to do. The Pres­
~dent said be t hou ··nt " e could settle 1t. 

wr. Bell: I don ' t want you to come here for t ha t 
puroose because I woul d not do that . 

But when y ou come al ong with t hese p roJects, I think 
I will put a note on them t hat t hese are t he same kind of 
proJects , but in vi ew of t he emerge ncy , Just like t he white 
collcr proj ects in the past when you come along with a dead­
l~r.e, there i s nothing f or these peopl e to do. We have 
recoa~ended that t hey go on for a period of 30 or 90 days 
an~ I ac per fectly will i ng t o put on these proJects a a emo­
rnndum tha~ t hey are the same kind of projects thRt have been 
questioned bef ore and my reco~endation is you approve it and 
let this progr am get s t arted . 

Mr. Williams : That's satisfactory . 

Col. H: That' s all right . 
as I am concerned on the construction , 
diffi culty. It's just t hat this sort 

And understand, as far 
I am not in any great 
of thing involves a good 
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deal or work. 

tlr. Bell: That' e righ t . 

Col. H: Here ' s a file I have on a $1400 proJect . 
Two ra "'rencea back to th'!! Sta t e to find out all about t he 
•.-:ork tha t i s to be done on that little bit of a Job. 

Mr. Bell: But it involves a pr i nciple . 

Col. H: And at this particular Junctur e , to have 
~ lo~ of this stuff g oinc on does hamstring us . 

7G 

~~ . Wi!lia ms : Thi s ought to go in the record: that 
the Colonel t urns down a good oany of these proJects coming in. 

Col. H: We ~ill hundreds of them and I do want to 
er.ohe.size ~ain t hat I have four men over t here handling dif­
ferent types of engineerl n;. Every one has had over 25 years' 
r,ractica l structural ex~erlenoe . They kno~ the j ob. 

M1•. Bell : It ' s a question or whet her i t' s maint en­
ance of scree city1 s pl an t . 

Col . H: That ' s a oretty good Jumping- off point. I 
hPve Just got ten t he Governor of West Virginia out of my of f ice 
and I th1nk I kent h i m from t he White House because he ' s down 
herP to put in, f r ankly , a mai ntenance proJec t on the roads in 
':lest Virgi ni a . 

Ur. Willia~s: Open and above- boar d . 

Col. H: Absolutely. As a maintenance project . 
I n other words , what he wants t o do i s continue their regu­
l a r e·cployment of about 2500 men and maintenance ganga, and 
~ve us put en in addit i on t o their 2500, 13,000 addi tional . 
l:oiY, he 1S pr etty determined about get t i ng t his t hing throue h , 
to ;e t a def1nite answer , and he is not going to be satis­
fi ed unt il he gets it cleared from t he top. I got him out 
of my of fice a nd out of town 1• i t hout his going to the White 
House on the promise t ha t we IVOUld take a p roJect of this 
nature and send it along with e f ull sta tement of facts. 

!lr. WilllEuns: What' a h i s O.rgll!llent7 

Col . H: \Vell , 1n West Virginia, we are up against 
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i t for work , because half of our progr am out there has got 
beyond the rolls. Now, 1n \Ves t Virginia t he set-up 1s 
that the State Highway Depe.rtme~t handles all roads and they 
h.:lVe no County Road Commission and t hey have great 1111leage 
of seco~dary roads that they built and that they have not 
!!c:>t up and t h.?.t type of :-oad goes to oieces if ditches are 
~ot kept open. Ar.d t hey cla i m, and I believe it i & true, 
t:.:~t they hllven 1 t money enough to mo.intain the r aods they 
have in the State. 

Air . Bell: Then they ougnt to put on an add1t1ona). 
tax. 

Col. H: They did. One oent. 

l:r. Bell : That' a cy point . These counties and 
Stc.tes co•:id put on an additional gasoline t ax t o mc.intain 
those tr~ngs , and there ~ould not be t nis cry for WPA funds . 
':' .. ey are not rroir,e to do it as l on,. as ne continue to furnish 
t!:e ~oney . That 1a not addition&l employment . It's sub­
sidized e ·:.ployMent. 

Col . H: But they are not main t aining their roads 
anci he admit a t l1ey are not . I wanted to keep hi :n away from 
the iVr.ite House and thought ti1ere 1vas no point i n hi s coming 
over to bother you a t th1a puncture, and so I said, Get up 
the project and "e would sen~ it e.lons with a statement of 
.:1 rca:tsta!lces . 

77 

~r. Eoll: I think ~e will ~ve to send along some 
oroJects within the next three months t hat we reco~n~ agains t 
ord1nar1ly , but in view of the emergency \?e have to Gend along. 

Col. H: Now, on the white collar situation. I 
don' t l~now tho detail s of th.q t. Did l!rs . Woodward t alk to 
you today? 

llr. W1ll1ams : Yes, she did. I want to talk out 
loud on ~hat ou:- situation is. When Harry left, before he 
left , ~rs . Woodward was so unhappy about her relationshi p 
~~~h these pr oJ ects over here t hat he agreed for her t o go 
in and tal£ t o the P:-csident . She did go a t that time to 
the President and t he President agreed on a six- mont hs ' ar~is­
t1ce here during which nhe hoped we could get some of these 
issues se t tled. She very much wanted t o come over thie af­
t ernoon , but I sai d no, I t hought she had bet ter not; but I 
agreed to t his: t hat if you and Dan felt it ~ould clear our 
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our nituation up t o have her come here and present her 
case, I woul~ ask you if you would agree to do that . 

H!.l ,J r : I don ' t knoVI how Dan ie , bu t if anybody 
duo,9s .:>.ny t n1ng taore in my lap , my lap is going to crumble. 
You a re the Ac t lng Administrator . 

~r . Willi~ms: Yes . Her first probl em is the 
J30 ,0~0 a year thing. I am in a gooc deal of sympathy 
•1th cutting d o1m those high-cos t pro jects nnd I a.r.1 inclined 
to feel t hat the thinr; wf' ou; ht to de , in a case like New 
Yc.:-;: , i s to frankly t iMe oft that 10;~ and reduce that down 
t o ~93 . 00 or aomet~in: that would come down to ~1,000. She 
l s vcr1 cr~ch opposed t o it. She f eels that i ne.scuch as 
~~e ?re3ldent has t alked ~~r keepin~ wases up, that for U8 

:~ -~e a oove of t h i s kind would Just cut the ground out 
~N:-: under 1':1, . 

H:: ,Jr: That doe a not hol d water. 

llr . Will1ams : I am inclined to think she i s a 
litt le too excited on that . 

73 

H~ .Jr : That doe s not make sense . I t ' s one thing 
to tf'.lk about the t·rhole Union situation with the whole countr y 
in•tolvod on the eve of U. s. Steel and C. I. o. coni ng to or 
no: cominr to an agreenent . This i s entirely different . 

LJr. Willia::s : '.7e :~re o:1ly i n trouble in the region, 
one uo in Ne;; York and Nel'! England, t hrough t here. 

~r. Bell: I th1~~ t hat ' s wh~ re most of it is. 

!.:r, 'ililliaos: 'II ~at I thou.,.ht, I would. try to get 
all t.'\ese thin,:;s under .il,OOO, but I tvould a sk you t o go 
alo~: r! t~ ce on some that I sioply cculd net get down. I 
··o'..ll~ try to s et them all down. I t involves my cutting t he 
11ages of the mos t vociferous and articular group v;e have . 

HM,Jr : You mean t he the.:>.tre? 

hlr . Will iams : The upper crust of t he white collar 
cro;;d, research crorkers . Beat organi zed, most vocal. And 
I would not be at a l l surprised 11' immediately after I do i t 
I t70n 1 t have a pern;anent p icket over here fc :- a c ouple of 
reeks . 

H:! ,Jr: l.:ake yourself into an Embas sy and :tou will 
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be a ll rignt . They can't pi cket an Embassy. 

t!r. Williams :· But, as I say , I ha•te a g ood deal 
of sy::;pathy with cuthng down these high brackets because 
t~.ey over-ra te s':ills. And Harry, I know, feels this we:1, 
bu t ·•e oUi!"ht to t hink o: whether we s h ould do it at this 
t1~ or not . I think that's our oroblem and not have those 
~olks 9.1oot1ns donn here, on our neoke , etc. Now I am in-
clined to thinlt it is the t hing to do and I ask you , Dan, to 
arree ~nen I say I can do this , you go along with me . I 
•· 111 l ower the whole structure , !Jr. Secret ary . And then I 
wlll stick one up, because 1 t may be something I J ust can ' t 
·et dorm . 

HU,Jr : But the average will be below. 

llr.Wms: Yes. I will actually ame nd this thi ng 
by ;;:etting it down below ~94. 00 . 

Lr. 3ell: Don't use this emergency situation now 
as a n excuse to brin~ n lo~ of this stuff bac~ into t h e 
!)lcto.~re . 

!Jr. Williams : No. 

The second thing r..:ts to do wlth the educational 
t~:1ng , of our puttinr those people on an eight- months ' sched­
ule ; only eit;ht taonths ' work but keeping t hei r wages u;> a t 
tl·,e top level. 

llr . Bell : The Pres i dent turned t hat down t hree 
tir.e:~ . 

1-ir. Willi ams : He finally apnroved it on a nine­
~onthe ' schedule . 

Mr. 3ell: Yes, that ' s right ; I ~uese he did . 

Hr. Williams: So~~ of them , about 300, went over 
to s ee La Guardia yesterC.ay and he put t h em off and said 
tt~ thing is bein: worke~ out . 

Col. H: What was t heir kick? 

!Jr. Willi ams: That they ~ere put on for nine 
~onths and would be t~~own to t he dog e. 

Mr. Bell: You give t hem $1200 but 9 months ' work, 
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wh1c!l 1 s t hree-fourtho. 

Mr. W1111ams : Amounts t o about $800. 

~r . Bel l: Well , t hat's al l right. 

Ur. Williams: Stick it out alone t hese l i ne s , i n­
as~uch as the President has already approved it and I hate 
t o bot~er hi m again . You would Jus t t ell t hem t hat1 s what 
t:.e stor y 1e a nd t hey have to abide by that. 

Mr . Bell: If you get away vt1 t h i t . 
mi nd t he President and keep hi m off the spot . 

And keep in 

Ur. Wtlllnma: We P~ways do the bes t we can. 

llr . Bell : Lot of t~i~s you do you have to ohan~e 
be!ora it is ove~ ri t h. 

Ur. Wi lli a ms: I thi nk we could , like t he higher 
wabe thin~ bett er t han I t hink t he ni ne months ', I t hi nk 
we can ni n t ne ~9es bat tle ; don ' t k now 11hether I can 11i n 
·r~t nine mont hs ' batt le . 
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. Col. H: The one that i s hi t i s t he big reclamat i on 
;J roj ect 1n N e~1 York and I understand l.!rs . Woodward had t alked 
r ith J1cm1e about th~t last ni gh t. 

Mr. W1111ams : That' s because t hat ' s the ~1 , 000 
t~ln~ . They ~ntod me to c1r n a letter t o the President 
:~.1 s !tOrn1n:;, but I noul dn' t do it . 

House . 

tlr . Bel l : ~nere 1s 1t now? 

Hr. "111lli amo: I t ' s back 1n VrPA !roo t he White 
It went over $1 , coo. 

Col . H: That was $1200. 

hlr . Will i ams: I said pend!~ thi s conference I 
roul d not s 1s n any let:er t o t he Pr esident a.t all. 

Anyt n1ng else? 

Col. H: That leads up t o t he t hi ng we have onlled 
t he norma l function of t he mun1c1pal1 ty; que st1on of wrhether 
you can put clerks 1n t he county court house to i ndex reoords 
or whet her you cnn put matrons 1n a s chool whe~e they never 
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knew what a matron wa s befor e . All kind s o f er.rployment 
of that ge neral type, which i s mor e or less peculia r to 
the wo!!l3.n thi llG , the 11h1te collar program. We might cnll 
tt~t t~e noroal function prog r am. 

~r. Will i a o s : Of course, n whole lot of that 
::.tn· is not what t hey ~Tould do o r do ~o . These matrons 
in :~ss1ssip~i i t would be 50 years before they would hire 
a r.:tt.tron. 

t:r . Bell : They won ' t h ire one a t all . 
t r . .> Federa l Government do 1t . 

They let 

···or£ers7 
Htr , J r : Doe s Col. furri ne ton have white Wl:e;-
:ir . lillict::d : !.lra . Woodward han<Ues t hat . 

!G,Jr: I a l:rs . \VooC.ward res9Qns1ble to him? 

:;r. W1ll1am3: ll c . 
!)reJect control. 

He runs t h e mach inerJ of 

Col . H: She makes rec omnendations and i s resnon­
s l ble to t ne Administrator di rec tly . Hy responsibility ls 
on the co ns : ruct1on p rog r arr• , but I happen to h:'.Ve c~rge o f 
t:.e ;:;ec:Unicnl-clerical u nit over t .. ere through wh1ch all 
c:·.cse thin ·s fl017. 

~r . Willin~s : Are you inclined to "3ke the same 
n";tltude c:" t~us stuff unt1l we got on top of t he '<'OO<!s? 

r:r. Bell: I suppose so . I suppo3e 11e wil l ha ve 
to be l en1Pnt f or n couple of mcnth a . I f eel t he Budget 
3urea s .. ould wt\tch t h is p rog r am because of the pr i nciples 
involved. You nre Just s ··t t1ng up n machiner y t hat for ever 
• fter is goi l\~ to cost t he Government a lot of money f o r 
mur.ic1pal1 ties nnd c ities and to•ms . \Vc a r e not g oing t o 
-ee out of !t 1f we start t hat once . 

~r.7co : The only quarrel on t hat, I thi~ , i s 
:;o~.: c!o:~ ' t assu me ~e have the sa c e reelln£: about t r.at as you 
do. H~rry just h it t~e ce1li n& ~hen he found ?00 peoPle 
.. orki ng i n a New Yorlt hospital. He Sll1d , 1 t:y God! That 
stops and it stopR t h is minute!' 

!.ir. Bell : That' a all r i ght , but 1 t was start ed b y 
somebody i n your organi zation. Harry can ' t watch all these 
prc.Je c t s . 
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lir. Williams: We f ully agree w1 th you that 
strai~ht ma1ntoMnoe belongs to the oi ty, 1s no b•.1siness 
o r ours , because we ~Ave not made Any gain on unemployment. 

Hll , Jr: Are you fellors all right for todnyT 

M~ . Bell: I t hink we can straighten it out. 

Hli ,J r : Are you all set? 
outside , Dr. Pa rran . He wants to 

We have another client 
see us . Are you in t he 

ol ear? 

l.lr. 'R1111ams: Yea. I t only means I have to take 
a e rast1c ste9 on this ~1,000 a thing thing. 

sponsors ' 
Only one thing we have not sa.!.d anything about: 
contr1b'.ltlons . 

~r. Ball: Don ' t ~r1ng U9 t hat 9Ubject ! 

82 

Col. H: 17e are ell ri <'"ht on sponsors ' contributions . 22±-p was set no the nati onal average and we have 2<>-;b national 
contributions . 

oOo-oOo 
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TREASURY DEPARTMENT 

WASHINGTON 

hbl'UJ'7 1!, 1931 

After 'h1ac ct.l"etul eondderatloD to 
• 

the offer of tho Hnncarlan OoYern&eDt to peT 

Ita ID4ebte~aa to the UDlto4 Stateo oD terao 

ou\Une4 ln the attached Aide ~aolro of the 

fee! that undor all the elrcuaatsncea the of!•r 
,;. _,~,. : •• .',1 /.. 

abould te accep\edA and • e'r ecoaa•n4 that you 

&'.ltbor1ze 

r.ecotia~e 

t~e Secre tary of t~e ~ .. ~··~ to 
,;. _.6,..,-_. • .;u. 

on th!a ~aa1a t~e ter.»a o f a t o raal 
A 

agTe~ment tor aubclaalon to t he Congreaa. 

i nltbtully youra, 

'!'he Prt> oldent, 

84 

Regraded Unclassified



!!u.~ ~3 ,-y, nortlll.l.ly " wbe&t &nd flour exporting count17, wu faced in 1920 

• I t ~ a thre&t~olD& !aaiu. It becaae DeC8U&r./ t he r efore t, pure.-...e on c redit froa 

tbe lint ted Statu Gr&in Corporation 13,890 t one .o! nour at a prlc:. of $121.3'7 per 

t on M4 t he li~&rlu Ooft~ot be- 1111\ebted to tM "-rieaA OoYerDMnt for tbe 

coot or tbh pureha.ee in tM aaouot or $1,6811,!36. 

'l'hh debt wu f~d into 1nter .. t-bear1nc 'bonole 1D 1924. The funded 

prlnclp&l uount of tM .. 'bolide .,.. $1,939, 000 el.nce there - 1Dcltlded 1ft the to\al 

an ...o·mt of $2~1?:0 which 1134 aecnuod ae iaterut bet ... u 1920 aDd 1924. 

Tt1e Hu:>6&rl..,...Aaer1C&D deb t eetU-n t wu wor1ta4 ou.t on U.e e- 'b&eh 

.,. the B r1th~r1ean debt f•to41oc eetUe•nt , oont&l.Dinlf oooe or tbe ooneeeal011a 

• bleb • •re later sranted rros thoee terae to other countrlee. '1'be total pr1Dc1pal 

to -o. repaid inclu4ed, M hae alrw~ been re-nc.d, a larp ele .. nt of acoru.d 

lntuu t , J'urther.ore t he anoual ~nte becoaino! due on the new principal fro• 

the .. 1"./ heel~ of the &lfree .. nt contal.ned " l&rge ele~Hnt of l .ntereet. Jl&71M11lto 

fhh h in contmet to the eettlenente reached w!. t h other Demlbiu oo....,_ 

t rleo • b leb h&d likBw!.ee incurred relief debt• to the Jaer1CAD Oo•ernaen t at a'bou.t 

tho eame tl .. and for eimilar purpoeee. In theee other fun~ing arranp .. nte the 

&nnu1t l01 prorldec! for the 7ean bet.,.en 1924 aDd 1931 were all on account or the 

prlnc lpl\1 aaount o r illdebte4nue. 

On t he other h&nd, ae a reeult of tble diff erence 1n terae , o f tM 

.>41\9 , 466, 32 wbleh t he BunsariGA OoYernaut paid durin& tbeee ,..,.re, only $'73,995 .150 

• a• "PPlled to reduction of :;>rlnclpal, tM other $ 393,717.78 beln& cllarced &e ln­

t ereet, Tbua the no11ln&l unpaid principal of the BUD«<lriGA debt now a tande &t a 
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1ra.nttd t o other Damllllu _.,,1'1 .... 
!be failure of 'n•£V'7 to effect ...,_.,, to tu 'Oat te4 Stet .. UDder the 

ttra• o f ita debt coatl'llet lle4 M rela\loa .._,_.,.1' wl\la the bf-.1\e of other 

deb ton or the Un1\e4 S\at... la Jle-llar0 lt:n, eb ••the llafore t he llooftr 

l!ornto rlua expired, the wMea witbUa-.l-of forelp ebort-tera cre4Ua oo.pletelT . . 

oxhlwoted the gold u4 fore1p ucbaaee reael'ft of ~ ·••uow Balik of B1111P17 

Md fo rced the Oo.,.m.en\, 1c or.ar to ealeC'MJ'4 tbe f1cacct.l e\all111t)' of the 

count~')', t o decree a trecefer .oratori- Oil all f orelp d ellh, 

!be ac:mJ.Uea due -=dar the t'ulld.iJlC ~Mil\ of 1924 -re 1nolwl.ed, boo.,_ 

e• er, by t be BUJ1&1LZ'111D Ooftmaent 1c en!')' bwlce\ ))1\Ued b7 ParU-nt froa 1932 to 

193?, and on each }>ft1Wient date tbe tJnited S\at .. Oo•erc.ent -• into~d that 1n 

tranofer, Treai UI')' billa in the aatloD&l aurrotney wre depoo1ted 1n 1 te 

Since the .. ....,.,. or 193'7 the HW¥:Sr111D Oon .....,.nt baa been e•rc:lJlC froa 

th~ • • ratorlwo which to r ee'f&ral 7'1&1'11 h.u icternq> ted ~nte on all ldade of 

Huo;:~r1an foreign deb to tt> all claaaee or credHon in all parte of the world. 

Arr,nt~cent o on a prov111onal IUUI hiiJ)OI'IU7 bftah ha'fl been worked aut with •ar1oua 

t;roura o! cre41tor o, Conc:u.rrentl:y a ~nt or $9, 828.16 ""' aade to the -'-riean 

~o•• moen t on Deceaber 15, 193'7, 

to tho effec t " tb~t t h le OovernDent 1• full)' diepoe~ to 41ecuae, t b roush 41plo• 

matte ch,•nnell , 81\7 propooala ..t.1eh )'Our Go•erMoent De;! deeire to put forward in 

r egard to the payment of tbh indeb tfldaell, and to aaoure )'Ou that euch propoeale 

Oulrl ra ce1•• careful cona1dera tion wi th a •lew t o eY&n tual eubaieeion t o t b e 
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Unllod Statu Government to PI':Y in fllll the total oriclaal uoount borrowecl, 

It therefore tent,tlvel;r f or.ulateo tor the conoideratlon ot the 

A::lcrlct\1\ Cove rnoent a po .. lble bali• ot a new debt arranc:eaent between the two 

count rl.,• to nopl&ce COIIJ>letel)' the debt ~eaoent of 19:!4 aJI4 accn>alo there-

under. 

87 

Tho fo rmo and termo tor effect1n~ thlo new oettlenftnt which Are under 

ronol dr rntlon a a the baoio ot a pooei ble otter to the American Governaent nre ao 

follo .. l 

(a) Thnt all pllj'II!Onto h'M<i'!'t; made b;y the Hungarian Go•ernMnt under 

tbt debt oettlettent o! 1934 t o the Un1 ted Statea (approx1aate uoount $478,000) 

ahoul~ lor r~c:nlcubted a o c redited a.,...Uno t original principal ( $1, 685, 000) , 

( ~) That the originAl principal ($1 , 686, 000) ot the aDOUDt borrowed 

\ eu tl:o pr eced ing ,..,oun t poid ($478,000) or $1,207,000 be po.id in t\111 1n a 

tt rita o! annui t1~o. 

(c) The r~ total of theoe annuitieo oball be equal to t h io reduced 

;>rlncl pftl r~d ohcl.l l:o 1n U:e fo no of dated non-lntereot-bearin<; noteo falHac due 

"' t pecified datu . Theae annul tho ohall run tor a period o! <lpproll1116telT . tblrt)' 

yon ro (and he nce each would ~ approximately in the uoount of $39, 000) , 

Tho I!UQ6arian Goverr~nt wioheo to point OUt that tbe IUD total Of theoe 

tru>ult l u , t aken together with az>Ounto prevloual;y paid b;y the l!ungariGII GoYert~~~e.nt 

under t he :ioH ~e101nt ot 1924 , would ~ l denticel with tbe whole or1ciaal ..ou.nt 

bo rro .. ~d , a.~ thuo repreoent an exact and tull d h charce of the. debt, 

Tho H~an GoYerruaent bopeo all the 110re tbl\t t ll.io otter will pro'te 

acceptl\bl~ to tbe American Go•ernment a o it .,.r;y clooel;y npproxtaateo t he baaio 

ror PI'TMDt ~tin alread.J a ccepted in the .Aultrian Mttl-at ot lla;, 8th, 1130 
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for the d h cbar&e o! a relief lndebtedzleu of t~ ..... character aDd reterrlllti to 

a coW\tl"l' • boee ~ltT t o pe:r CaD. bardlT be eoneldered lD.terlo r to that ot 

I n annoW\elnt: the el1'14ture of a o.l d 84treeeent .t th .Auetrla. t h e 'l'N!ljlUrJ' 

Jopart~en t etated that "The aet tle MPnt eoap..re1 f aYorablT with the aettlemen ta aade 

by t he Unl ted State• w1 t h the Oonrnaen• of OrM ee. It&lT aDd Tucoala•1a1 • 

The f!unt;arlan otter would be e ven 80rl faYOrable to the t7nl ted Stat .. 

~•enu:ent a l ln eontrse\ to the teraa of the .IDatrlan aettl-At the B~ 

coaplete rep~t ot ih relief obllr,atlon wltblA the pNiellt 

eenerc.t1on. 

(11pe4) JOIDI J'ILDTI 

Woehi~ton. D. c. 
lebrQ&r,y ? 0 1938. 
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Mr. Harold N. Graves , 
Adsist...nt to the Secretory, 
Office . 

lly det>.r Mr. Qreves 1 

February 16, l9J8. 

While you are in Los Jul&eles, I would lllte ¥ou, as .;y 
representative, to infora our people Ml,y or the purposes 
and objectives of the system which we ~e eatsbliabio& there 
affective on Karch l . We nnt a'f8ry taxp&rer wbo, after a 
l'\lll presentation of hie contentioOB to the re-venue &&an ts, 
1fA1 be diesatiBfied with thei r findings , to be given an !a­
partial bearing by the new group. We went ..U cases to be 
clo.ed as expeditiously ~s -.y be consistent wi th fairness 
t o taxNer s and to t he Governaent. Above ever¥thillg else 
you a bould heve it understood tb& t our intention is to pro­
vide one , single , unified &&eDCY to exercise on the eround, 
for the Collllllissioaer , all the authori tf which the Department, 
of any of its branches , may nave under the l aw, in the re­
vi ew of protes ted i ncome-tax det erainationa made b¥ the rev­
enue agents, in the ;;ettlement of contested cases , and in 
the defsnse of such cases,when necessary, before the Board 
or Tax Appeals. Please point out eleorl¥ the necessity for 
ca.ple te and friendly cooperation aaong the Treasnry branches 
concerned, to the end that these o_,ects ""'1 be surely accOII­
pllahed. 

Sincerely, 

(Signed) 8. IIOROENTIIAU, JR. 

liNG/aft Secretary of the Treasnry. 

(A cop¥ of t his letter was given Mr. Ge.ston b¥ llr . Graves.) 
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11r. Barold 11 . Urevb , 
Aosia t...At t.o tbe o>ecre t..ury, 
Offi ce. 

lly dM r llr. Grano& 

Februar y ! 6 , !9)8. 

I hUe you ;.re in Los Ji.Dgel e s , I •ouJ.d J.il<e you, &s rq 
ru~r~sent..uti vb , t~ i nf or• our ~ople ful~ of tbe vur~oeee 
lind ob jec t ives of t.be syste .. wbic .1 we ILre e ut&b.U.abiD<l tber-e 
ef fuctive ou Ao.rch J. . 'Ae ... nt evbr '/ tu,>Uyur who , aft er a 
t'u.ll pr esent..uti OD o f bib con t.t.Dtion:. ~ o t uo revutue "€8Dta , 
- y be di.d..atidrl.U . an l J,.,ir ; lnciJ.n,. o , to oo .,i ven ..n 1• ­
pt.rti&l behrinc. uy t iM new .,rou;> . le •ant .. u C&Ses t.o be 
cl o..o.d "" u ;ec..o.tiou...l;r ... aay be c.>n~isteat vit .. fairne~s 
t.o t.aixp!lyers and t.o the Governaent . J.boYe every-tbint, e .lse 
you .. hou.l.ci beve it Wider& t.ood t & t our illteation b to pr o­
vide one, s illblc , uni rien o.eenc.Y t o ex&rci~e on t be :;round, 
for tue COia.ai.~~>iOil.,r , ... ll t be .. uthoriy "b1ca the De~ .. r taen t , 
or &1\Y of' 1t c brunches , u.y h&Yts UDder t ho h w, in t he re­
vie,, ot . ..roteuted i nco• - tcx det.,r~aln .. tion~ IAIJ.de by the rev­
enue a .:ent a , in t r.o . etu ..... t of OC>nt udtt>d c""eo, a.nd in 
toe do;fen~e J f .1ucll cu-es ,wben no;cooa .. ry, before the Boord 
or Tax A,>~· Ple&<ie point out cle .. rly t he aecesdty tor 
~;letti UAd f r eodly coo~tioo aaoo~ t be Treasury br~ncheo 
concerned, t.o t hu end t r ... ~ U>e1>8 oll,l ect.ll 8141 bo -urely a.~coe­

p.l.i~bed. 

Sincere.l¥, 

(Si!llled) ll • ..Ui!OENTI!I.U , J R. 

IIIIG/ eff Secre~y ot the Tr eas ury. 

( A copy of t his letw r "'"-' o;ivcn Kr . Gaut.oo by l&r . Grtivea . ) 
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DIPLOYIUn 011 11!'1. l'Ro.J!ICTS, BY SU fl 

Ulolt!D STATES 1-'fll Tl!:RIIlTORIES 

•••b •dh" Feb~17 12 and 1• bruary 5, 1~8 

~F:ah1r• 
Jaraey 
·.~;~1~, 

T .. :-11; City 
Yo•k (!lot. , ,r.c.) 

Carolica 
!lakota 

V1 rE1nla 
W..ahtc.~on 
'lut Vtr,t-nh 
'lhooeua 
'l'yoai., 

29,387 
7,600 

26,61,4 

~ 
' · 7 38. 298 

a.,552 
20, 2'1/ 

2,550 
6, 899 

28, 215 
32,492 

10, 873 
11.1 ,591 
60,3')5 
22,~ 
32,570 
42, ')52 
29, 156 
8, 056 

ll, U.O 
82,343 
72,925 
45 ,448 
25, 276 
61,976 
16,413 

~J,, fta 
2,5}6 
7 ,1;44 

71 , 727 
7.568 

l41, 9ll 
52.781 
27. 8S7 
11.,5)8 

129,423 

54, 066 
15,6Sl• 

19),945 
12, 894 
27 , Z/7 

16,582 
27, 915 
68,a.7 
8,382 
4 , 870 

20, 981 
39.3110 
35, Iff. 
48,605 

3,1154 
2,501 

lonrt&ae ., 
Dec rease 

1:~s.m 
.t;:ll~> ,100 

1 9J?,Jtb ;{40,106 

2e, 730 • 657 
7 ,eee 2ee 

27 ,6}1 987 

~:r~ 
• 2, 0 18 
-;-r,;o; 

37 .533 • 715 
a. , U.2 4 10 

20,545 a.8 
2,529 • 21 
6.791 108 

28,}63 l4a 
)2, 130 • }62 

10, 560 • 313 
135.~ • 5.657 
57,420 • 2,915 
21, 519 • .sa. 
}1,0.."2 .. 1, 548 

1.2, 0L3 • 909 
28,~ • 861 
7. 97 • B5 

11 , 060 • 80 
Gl., Ot'l + 1,322 

69,'147 • 3, 178 
~.559 Ill 

. 275 + 1,001 
61, }62 • 611. 
16, }13 • 100 

a., \92 650 
2,426 l\0 
7,431 13 

71 , 769 42 
7,407 • 161 

1}9, 634 • 2,an 
5), 154 373 
26, 961 896 
14,}02 236 

121 ,729 , 7.~ 

53 .923 • 143 
15 , 327 • 357 

192,035 1,910 
13,02} 129 
27. 382 105 

16,89) • 89 
27 .521 • 394 
66,665 • 1,582 
8,476 94 
4, 825 45 

20,596 • 38S 
39. 885 505 

• ~ 9o9 • 215 
5: 765 • 2,&0 
},51& 1)6 

t,507 6 

r.oRIS PRO?Rll$$ ,.lliiiJlSTRAT1011 
1>hht.tlf\ or 

R•• .. r•h, 4tat l l tl91 and P.eoord• 
,,b, .. 'Y 16, 1938 Regraded Unclassified



Feb ruary 16 , 1938 

PrPsent : 

Dr. Parran 
:.lr. l!cReynol ds 
l.lr. Bell 

tul ,Jr : Ha ve you sent ~e t he memorandum? 

Dr . Par ro.n : I ':ulve not sent 1 t . I had hoped 
f or an op~ortun1ty t o see if you interpret it to be what 
t:.e Pres1de!"lt 1 o a t t1tutle was . 

P.U,J r : ( ro~Cin- draf t of mcr.o) No . Ther e i s 
o• l y ~ne t hi ng . "In other ~erda , the Pr esi dent seemed 
:o t:.lnk three ye~ra nould not bf' of value . • He di d r.ot 
sa;~ t hat . You sllid tha: . 

Dr . Parr :l.n : Yes , t hat ' s ri ~;'lt . I di d . 

HU Jr: He shook his head. He ~id not asr ee 
~:1t i . you. You said a three- yoe.r pro::;ram t akes so long 
to -et 1t s t art ed, ~J1d eve cyth1ng else . 

~r. Pa r ran : He t alked in t erms of a re solution 
and sllid soJ,e t htnc like t hi s : I ''ould say th'lt '' hcreo.s 
th1s i s a nat i onal problem a nd. l"hereas -- one or two "he re­
sees, the exact language of ·r.hi ch I don ' t r ecall. 

t iiia 
~ocd 

HL , J r : I 1'1111 take your word sgei nst mi ne on 
t."la t '>~e vr1 l l do 1 t fo r t hree years and if !·cu do a 
job that he was sure Congress ftOU l d conti nue it. 

Dr. Parra n: "He seemed t o t hink a program of 
l ollf;er t han t hree yenrs woul d be needed . • Woul cl t hat be 
a f&ir s t ate r.1ent? 

~.Jr : Yes , that would be all right . 

I would put i n ther e : ~epend1ng upo!"l t~e suo­
cess of t he pro~ram . 

Dr. Parr a n: I s t he last sent ence all right? We 
call attention, you nay r ecall , to t he fact that I have 
said at t he top of page 2 th~t 1f t he appropria t i on wh1oh 
he suggest ed \1&0 au t horized , he could not ge t the States 
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t o come f or•vard and ~o t heir part becouse they would be l of t 
' holdinrr t he bag'. 

~~ . Jr: You ~ere both talkinc so and a t such odds, 
I jus~ cc •ld ~ot r ot it. I could not swea~ to wr~t he sei d 
a f ter three :renrc. I did not get it . I t was ~ot clenr to 
~e . If rcu sn:t that ' s what he said, it ' s all right •11 t h me . 

Dr. P&rrnn : This is ~Y underst~n11r.g : that he 
o;mrovod of an authoriza tion for ao:ne appropriat i ons, depend-
111 "pon t he State of the Treasur)' and the needs of the e i t u-
1'\tion. 

--..,.. ... _,. P.l! , Jr: Yes, that 's about ri l"ht. 

Dr. Farran : I jus~ ~~nted to talk with you and ro­
\"ist 11; !n U ne •-1th ti~St . 

~ .Jr : I t ' s unheare of. I ~~ve nevPr heard of a 
t . ~t: be!.n;r <i0'1El like t hat , but if he r.ants to do it •.•. 

i.ir . Eell: Oh , 1t can be C one ~ They once .l.n a 
·· .Ue l"e l ease appropriations o f not to exceed a certa i n sum 
f or three yea rs a nd then such sums as Congress may appropriate . 
I t!.inl: 1f you <l;Pt uo to 35, 000 , 000 or ~7 , OOC , OOO , that ' s 
~rett ;; steep . I t htrk '"le nre r-r antin.- too much money for 
···" States fer ever:; puroose. Thl'.t ' s the Hay I feel about 
·rr.nLs . We arc centralizins; in 'feeh1 n<"ton and t!:e Stt> tes 

Qre '1c: a ssum.l.n any - esponeibility f or s one thi~~s they 
s~.cul<l assurr.e and we are perfectly l"li lline to see Public 
nPI'lth ~C et money t or educational -purposes in the States and 

unervise t':let , b11t when it comes to aut!'lori:.1n::: coney for 
;- rants t o the States you are sinl• l nt:; t he Fede ral Government . 
We h.:lve o ne under Social Security that ' s s o1nr to cost ue 
.;/4 , 000 , CCO or ./5 , 000 , 000 for t he next six years a :1d I don ' t 
B~f' ho,·· ,.,e 11re r ein::; to get out of it . 'Ne now have an ob-
11 :-tl. o., r:hi.c h ··1e just ca:11 t get a,.ay !ron:. 

Why don't they do t h i s Job under centr al direction? 

Dr. Farran : On co~~r.icable diseases it does not 
~o much s ood to have one or two States do the Job i t the 
ot:1ers don' t . 

t;r . Bell: I am afr aid g r ants to States are gr owing 
so fa st we are goi ne; to have a problem on our hands f inanci ng 
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them in e. f ew years. 
now. 

- 3-

They are runni r.g close to a b1ll1'on 

oOo-oOo 

llote : I::r . Parra.n ' a revised memorandum is dated February 14th 
o.nd i s flled unde r that date in the d i a ry . 
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-·· ?RICL POLICY STATE:.CEllT rtl> 
February 17, 19)8 . 
8 : 30a . m. 

Present : 

H. J . Jr : 

Hinrichs : 

Cng(l lt: 

H. ,, Jr : 

H •. ! . Jr: 

· <.lloce: 

<-~e«lel : 

~.;:.g,; 1t : 

f!.:.! . Jr : 

Taylor : 

H, 'J ,Jr: 

.. ni te : 

ll r. Taylor v 

1Jr . Whi te' 
llr. Daggi t • 
Ur . Lubin' J 

Mr . Hinrichs 
Mr . WallaceJ 
Mr. Ezekiel• 
Mr. Currie' 
Ll r. Keim 

.rell , let Yr. llli llace and JllYSelf see tne statement. 
~no ' s go t it? 

I ht.ve :r.y carbon copy . I ' m sorry I don't have~"< 
SU,>ply . 

I th.ink lolr. White has it. 

llhere is //bite ? 

He aent b" ck t o g e t some • •• 

::ell, l e t• s - why not let ' s sta rt? Shall I read it, 
:.a llace? 

Yes . 

Is tnr t t ne rev ised? 

Th.is is tbe revised . 

There have been a fen slight cha nges that Goldenweiser 
suggested in thu ~ateriu l . Very slight . 

(TPylor comes in) 

Good morning . Did you see Harry White a nywhere? 

He wa s out in the hall. 

(White and Keim coute in) 

Go ahead, Barr) . Read it out l oud • 

"Tb.is adminis tra t ion has from tbe begi nn.ing pursued a 
policy designed t o promote full employment of our buman 

Regraded Unclassified



- 2-

and material r e sources. Tha t continues to be 
our policy . The productive power of our workers 
and our resources, if fully utilized, can provi de 
and maintain a national income f a r above any levels 
we have yet reached . 

"!.n iroportant f actor that determines Nhether we 
snell succeed or be blocked in our endeavor to 
a ttain full employment and a high level of income 
i s the benavior of prices . I n t hi s connection 
car eful a tLention must be given to: (1) the r ela­
tions e xi s ting among the prices of va rious groups 
of co:runo<.~l ties ; (2) the r el u tions b etv:een commoaity 
price l evels ana tne levels of debt burdens a nd 
costs ; (3) t he direction and rate of movement of 
the general pri ce level . 

11 To promote i ts br oed objec tive the Administra tion 
has , t her ef or e , in its agricultura l , industrial, 
ana monetary policies necessaril y b een concerned 

96 

wi th both t t1e r el a tion of the prices of g r oups of 
specific commodities to each other and the movement 
of the general price level. In conformity with this 
policy , tole meusures we employ at any g iven t i me 
mus t fi t tne needs of t hat t i me . A yea r oeo t her e 
wus ground for concern thu t o t oo rapid rise in the 
prices or some comooa i ties would encoura~;e a specula­
tive boom hod choite off demand . During the past s ix 
months , on the other !u.nd, the general price level 
and i ndustrial activity have been declining . Govern­
ment policy mus t be direct ed t o r eversing this defla­
tionary trend . 

"Although the a tta i nment of ful l industrial a c tivity 
re4uires &n increase in the general price level , this 
does not mean thut all prices should advance, nor 
tha t the rise should be rapiJ . The prices of d ifferent 
gr oups of products must be b rought into balanced rela­
tions to one another . Some pr ices are s till too high 
to promote t hu t balanced r ela tionship between prices 
tha t ls necessar y f or sus t ainea recovery . The main­
tenance of pr ices not sub ject to f ull competitive 
forces a ccentuates t he deflationa ry pressure on com­
petitively d e t ermined prices. Those industries tha t 
have mainta ined prices and curtailed output should seek 
the restor~ tion of profits t hrough increa sed volume 
r e the r thtn through restrict ed output . When prices are 
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::nit~: : 
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contr olled through monopolis tic pr a ctices, it is 
tt1e obvious duty of government to apply those 
remeaies that t he l aw provides . 

97 

"The prices of some itt:ms a r e s till a t substtmtially 
the hi ghe5t l evels r e11ched ln 1937; some a r e even 
higher than in 1929 . 'l' he r e is rea l danger when hi gh 
prices sht-o rpl y curtail st•les . I n t he fi eld of r esi­
aential cons truction, f o r exbmple , in t he f~ce of a 
scri .:ms short~ee of housine en l of unused ;-roductive 
resources of every kinu , Lll th~ ma jor e lements in 
n using cost~ ~dvEnced so sh~rply by the tiprir~ of 
1~37 as t~ termina t e & pr omi s ing ex~ansion of bCtivity 
in this most )rostr£ t e of our industries . 

"For imt.:stries tht t oper:.; te at a high l evel of 
c~,·•city even in a depr ession, such as agriculture, 
tilt. re:; l or a tlvn o1 1 rofit~ must come ;~rimt.rily 
tnrough ut,;her 1>rices . 

"Th"' h i gher i-' r o f its t hv t will emer ge from proper 
<-dju~t.ment :; of prices a i ll encourage investment in 
rt.plecement : ncl expt ns i on of eo;,_uipment . This i s 
nccess> ry to full r ccov .. r y , especially in the hellvy 
~urtblc t.Oo~s lnuustr y . 

" 'Ihis i s e ;>Olicy of alunclrnce, not of r es tric ti on • 
. ntm ;Jrices rre out o1 line , producti on eznd consump-
t. i on bre.:. k ao.>r! . h· t •e Lre 11 i mi ng t t is such e 
b:.h ::ceo sys tc:n o!' prices t s .vill promote a bt lt need 
oyu~sion in procuctl on. 

~'The successful executi on of this pr ogr<cm by increts­
ing ?roauction ~nd employo~nt will increEse the r eel 
incooe o:: consumers . ( ·•h<. t t rh;y gsi n from increll sed 
eoployment and morEl continuous income .:ill much more 
tn&n offset c ny r t:ductlon i n wha t each <iollhr c11n bey . n 

:.'hr t does the t rue£l n? 

It means t ha t ever ything .vithin the pa r entheses we 
t aough t might better be cut out , bu t 11 e wanted 
to l eave it t o your choice . Or did you have r efer­
ence t o to~ ste teroent? 

I ,., s .. onuer!.ng - "offset &ny r eduction in wha t e11ch 
aoll t r wi ll buy . n 

Regraded Unclassified



o'ihi t e : 

.. :.ll& ce: 

.. ht t e : 

>. ullt ce : 

.. hite: 

ri . ·· • Jr : 
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:.ell, when prices r i se , the dol lar will buy less . 

Yes . 
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nRetLil prices do not fEll so f a r nor rise so high 
as do wholesa l e ~rices . Therefore, the modera t e 
rise in the general 1:holesale price level tha t 
tne current s ituation c~ lls f o r will have little 
effec t on t he .,urclu.sing po.vtl r of t he consumer • s 
uolll r . & ch of the consumer ' s dollars .vill buy 
o lmos -c <. D much; a t ino... same time, he 11111 have 
mor .. dolh rs to spend ciS t conse..,uence of increos­
inu ~usiness c ctivity . ) 

"I r e;:>et. t tact present conditions re-,uire a 
mo..:erute t•ise in the gener al price level, end tlu.t 
tni~ rise need not t.n~ should not extend to a ll 
pri ces . Th .. rise must be mainly confined to those 
e ll. ss~s 01 c olll:llo~ i ties, such as r aw ma teric ls and 
finisheu products th&t f r e sold under highl y com­
.t>e~il.ivtl conuiti ons, 11hos~o jJ rices a r e now too lo.t . 
In L1L ~' im.lustt·ills l !ist ye •. r .. e exper ienced n sht.rp 
rise in prices thut encouruged inventory buying , 
whi ch combined 111th the r educ tion i n housing , l C' id 
much of the g round for the pr esent r ecession. We 
must do everything !:e c t.n to prevent & r ecurrence 
of t his development in the future . 

"I believ~ the f~ rm bill jus t passed, the housing 
bill jus t pesseu, and tne monet&ry and credit 
?Olicies of tne Tr e&sury and the Feder~l Reserve 
"Y s te::~ .-ill prove he lpful to~1t<ru achieving these 
ob j t.ctlves ." 

Say 11 the f 1.. r m a nd no using bills which I have 
recently s igned 11? 

You coulu . There a r e ;;eve r bl minor chEnges that we 
d i dn ' t tu.ve ttn o~,)ortllllity to make, but t hey ' re all 
re;;.oy . .'.'1mt to o;dd t;he oiOr d •speculative inventory 
buyins"? 

I 1d like t.o ask - I d on ' t quite get thi s sentence 
in the mi<.ldle of paragrapn two, page two . •The 
maintenance of prices not s ub ject to f ull competi­
tive forces accentU&tes the defla t ionar y pr essure 
on compe ti ti vely det e r mined pr ices . 11 
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l,'hlt<: 

H.··. Jr : 

H. " . Jr: 

H. • Jr: 

•t.l.lb ce : 

il • . l. Jr: 

.'1l l~ ce : 

r! . . .. Jr : 

·,','ill te: 

H . ..: . J r: 

;.a llnce: 
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Well, the higher you keep prices that ar e controlled, 
the larger the number of such prices t ha t ar e con­
trolled, the more does it operate to depress the 
other pr ices by constituting an obstacle to r ecovery . 

,7ell, if you don't mind , I'm going to question tha t . 
~nybody otner tn~n an economist couldn't understand it . 

Means the maintenance a t unduly high l evels . 

I think L con change tht.t . I ::; that thought all right? 

~he thought is all right, but I think 1t would take 
a high.ly-trainea economist knowing ~> bout it to under­
stand it. 

·;:all, Hny not - doesn• t do any harm to have a f ew 
such s ta. ttment in. 

But it 'NOn 1 t get by the Pr esi dent . 

It might slip by . 

I thiM he ' s going - the near er it would b e to being 
right, the more <h ence t h&t he will accept i t. And 
not tlke it home £nd t•ewri te it . Tha t• s happened 
befor t: . 

. ;eu, it' d be fun Just to follo1·: the e.xperimental 
process und see whet her or not this psrticulLr one 
,j oe~ get by, and z1hether or not this is the one 

uell , ther e can' t be any ob jection to trying to make 
it just a littl e bit more underst~ndable . 

No, us b mat ter of f hc t ther e alr eady were some sug­
ges tions to modify t ha t, but they came too late to 
make a new copy . 

~nis constant reference - "so t hL t the man in the 
s treet can understand it~'- I 1 ve heard it so long, 
I'm kind of i mpressed Rith it. 

Of course, if you ~anted t o put it in r eally provoca­
t ive f orm, you coula say, "The more coal prices and 
r ailroua r at es are nela up, the har der it i s on the 
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100 --
f armer." I don't think that would get by, Benry. 

Another good ill ustra tion is in building . "The 
core the monopoly pri ces ~re mainta i ned, the more 
lumber end other prices •ill have to fell if 
buildi ng c osts are reduced . " 

I llk~ very much whEt you boys have said on the 
..,uestion of Government end tile control of prices . 
I think that l e s t sentence there is fine . 

ile s pent a long t i me over thtJ t sentence . 

I think it ' s fine . 

You oon't gtt the impressi on, do you, of there 
being t oo ~:~uch spoken or pusni ng some prices down? 

Ho. 

Suff ici ently .1ell- bal!.nced . 

cilichtly repetiti ous . l:le may cut it out, but it -
I con understand i t. 

uhy will hich prices . . . - oh, I see . 

I ' o jus t like - if !.!r. W&lhce would like t hat -
tna t ~eragraph on policy of abundance; Jon•t you 
thiM tha t ••. 

I think th£ t 1 s a good paragraph. 

I think thu t ' s « swell pHagruph . I think it • s 
wonderful . 

Jus t the Nay that might reud now - little stronger -
n;;uen prices are out of lin., , production and c onsump­
tion breaK ooi7Tl . " Begin with that . "What ~e are 
aiming Lt is such a bal&nced system of prices as 
will pr omote a bal Enced expansion 1n production . 
'his is a policy of tbundance , not of restriction." 
~hink probably ••.. 

Chango f irst sentence to the l ast sentence? 

That ' s right . Gives it n little more force . 
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.'h llace: 

.1 . _.Jr: 

Lubin: 

illll tt! : 

. ttll!ce : 

ri . 4.Jr: 

.• hi te: 

·,, l l t ce : 

.. h 1 te: 
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"til te : 

• 
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Then drop the first sentence of the next paragraph. 

I' d drop the whole pa r agraph • 

··her ;, a re you, Benry? :.hat page? 

?age three. I ' d like to make tha t sentence, •This 
is ~ policy of ~bundance, not of restriction• -
I ' d like to have tht t stand out. If you do hook 
up the l est p£< r agr aph on thut page with it, a ll 
r ight . I 1 d leave tha t "This is a policy of abun­
dance, not of r estriction" uy itself 1f you don• t 
nook tne next p~o ragrapn on, so a s to give it the 
pr ominent .t>lay. 

!le c:>ula le~; ve the first sentence in par agr aph t hree 
a s it is ttnd o:nit the no;xt t.~o s entences and say , 
11 Sucn a moaen te rise in Aholesale prices as the 
curr ent situat i on C~<lls for ,\ill huve little effect 
on the vurchusing poNer of the consumer's doller . 
:b&ch of his dollars will buy almos t a s much . " 

J. thinK we ca n i mprove thu t s lightly. 

""'s a matt;:r of fact, ove r ll p;,riod of tillle it will 
bey mor e ." .t.aco of nis uollt. r s will bey more . 

nre you on that sentence - "buy ;..lmost as much"? 

Not as prices rise . 

But ove r a time it will buy mor e , because you ' r e 
saying thu t this policy will bring a bout increased 
pr oduction; if it does bring ~ bout increased produc­
tion, the ne t effect ove r a period of time will be 
to bey mor e . 

Not necessarily . It v1ill inc r euse their incomes, 
but prices Non ' t f all. He ' ll have more dollars as 
time goes on, which i s toe significant t hing. 

»ut over the long period of time ae V~ill buy more . 

But no t with the same number of dollars . 1'hey 111 
h~> ve more dollars . In other 11or ds , n&tiona l income 
will rise in t e rms of money . 

Regraded Unclassified



•t Llt ce: 

• tlltce: 

.. ni ~v : 

-t~lor : 

'uti.~ : 

1 Ll~c .. : 

[:,.,;1..,1 : 

•·lllce: 

1uylor : 

102 
-o-

If 1'1 8 1 r!l going t o get mo r t pr oducts per person, why 
r~isc the issue then? 

are 
In or uer t o ans11er tue question, "If you/r~o i sing 
;>rice, ..... 

'" 0 some e>. t ent , Jou•r e s ettin~ up£ str"• m&n t o 
.:nock .o .. n , &nd wny g c t into it? 

It' s dl right ~; ith us . It 1 s ~our str <i\1 mrn , ~hough . 

Yes , tn~ t ' s right • 

.< h t. t ' s right • 

I tllin.t Just o&.te t ile stbt&ment. &hd not explbin it . 
It •s ""''fectly ... Just s~oy t ht. t s uccessft.l execution 
u:d so on .. ill increcse the r eEl income of consi.Wcrs, 
• nJ not. • rr;u" a. bout .. iu t th• t roe& ns . 

'I here is c.n <orgument in t.he f act th<. t f ris e in whole­
SL l e prtces .vill be follo .veo by n rise in r c t E11 
,,r ico:s , " n ... thertfor e pr esumb b ly a man of tne same 
i ncome will be eble to buy Less . But the thine we 
.vant.eu t.o stress i s th~ t he ' 11 h~o ve a lar ger incorne 
c,nJ t.ue r .,fur~;~ oe «ill probllbly be <>ble to l.>uy mor e . 

He .. 1:1 le mor e. continuously .:~:1ployed , &no the rise 
in 1•r1.::c:~ in !.tst:lf -.111 to:no to bring cbout increa sed 
,>r .>uUC \. t Vi ty . 

Thn t 1 :; rignt . 

Of c~urs~ , tnerb is En lm~or tLnt point tht t , e ven 
t hough ::nole:;<>le priC!ls do come up some, thtot will 
i1:.ve l lt t.lo; effect on cost of living , since cost 
o f 11 v1ng t nd ret~:il prices do not risE: >'l ith 1.nol esale . 

Y<>ur stn;; man becooes incret.singly s tnw. 

"'Ihe successf ul executi on of this program by increa sing 
prouuction und eraployment 11 lli increase the re~>. l income 
of cons~aers . They will g~in f r om incret seu employment 
e no moro; continuous income ." 

.1.11 r lght . 
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Yes . 

ilhat did he do? 

You want that read again? 

I wus on the next page . 

It would be interesting t o start witn "This is a 
policy of ollundance, not or restriction," see how 
it ~oes . 
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"This i s a policy of abundance, not of r es t riction. 
nhen prices are out of line, production and consump­
tion break down. 'ilhc t we ar e a iming at is such a 
bal anced system of prices as will promote a balanced 
expension in production. 

"The successful execution of this program by increasing 
pr oduction and employment will incr ease the real income 
of conswners . They wi ll gain from increased employment 
and more continuous income .• 

Now, r sugges t that you throw that "policy of abundance" 
right ther e . 

St unding bY itself as a pbragraph . 

Yes, yes , yes . And then cut out the r ema inder of 
thLt nex t paragrcpo tht. t•s in the parentheses. I 
tOii'IK that I S 0 . tL 

That suulm~>rlzes . That la s t sentence really summarizes 
both t op end bottom. 

If you substitute r eal na tionnl income instead of 
income of consumers , don• t you g et away from these 
special groups? 

oUght incr ease your natioMl income without distri­
buting it 1n such a way tha t the masses get it. 

!.lasses presUl!IBbly that suffer from the rising costs . 

You 8lw~ys - I mean cert oin gr oups in here of consumers 
that you ·can hurt a little bit . 
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Yes, ther e are certain groups . I n the l ong run, 
they ar en ' t hur t. 

No, but 1t1 s a complete s t atement . 

N~>. t 1onu1 income means r el1. t.1 vely 11 t tle to most 
people, .. ner.,:;s consUIIIer s - most peopl e r t~g srd 
tnc~selv~s uS consumtr s . 

I• a ~o lmost bt i nclin.,u t o s ay all classes of 
C011Surne r s in tne lont run will benefi t f r om such 
policy . I •u like to get the wor d " consumer s " in . 
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I tu ink thtt t he - taut i n tht long run all cl asses 
of consumer s Nill benefit. ~ -. 
.. el.l , you 've got i t he r e . I thiDA it' s tll right • 

du; l.lr . <-ccles ""a < c::u nee t o see this, Currie? 

~es , I ecve him a copy of it last evening . He ' s 
bus) :.. t tue <•h.>ment. But I gave him a te l ephone 
mess~ge ; s~ iu he ' d cull bt..ck if ther e was unything, 
but 11e didn ' t cal l. 

n S WO keep Cha nging it, will you keep ShOOtine it 
t o him? 

Yes . 

Very minor ones - or slmll I give t hem to the boys? 

(Nous yt:.) 

!Jo you fil! V<l any definite i deas ns to t he l as t pur a­
gr&~n? Leuvo i t but or le&ve lt as it i s? 

The onl y thing 1 was thin.<ing t bout •.vas t hi s . I 
.. onuer if tne Pr esident Nt.nts t o endorse the Tr easury • s 
ana Feder&l Reserve System ' s bc tion f or the l est 18 
months . 

I should think he must . 

I t hink it ' s u better stbtement without it. 

•his implies 
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Of course, yvu coulu say 11 our prt>sent monet ary 
,>Oli~: ies , " not went i on the 'l' re~<sury and Federa l 
L'eserve . 

I thin.< wi th :Jr. 'l'aylor the stl.ltement 10ould be 
str on6cr on i ts o~n feet; r 1 tnc r antl - cllmLc tic , 
~:amine a t th~ end . 

I •u be lncllneti to leave it out • 

I uon ' t Lu lnk it adds pltt•ticulurly . Hun? 

I·lo . 

.. ell , .:h::. t ::111 you close on? 

Got & s~~lt closing pLr Egruph . 

u<! 1 l l s< ,, " i>o .. , •n~;re • s •JY • sn"I>,>er' ?" 

I ·.10n' t t\liV6 a copy in front of me , but can' t this 
pbr ngru pit .nove up one , and t he " &uundance" c uApt er 
C04tB d uwn ~ t tna end? 

res, .my no t uo tha t? 

Jus t tne phrfse itself . 

7ae >Do wurrie just r eau . 

I see . 

Ta~L Noula moKe a gooJ sna pper . 

"Tney .vill gui n from incrcused empl oyment a nd more 
continuous i nco.ue . " 

:.o, tnis woula be 3 our l<.st sentence . This is yo ur 
policy . 

- hs t :.or.~ would be "restric tion. " 

''No t of r estriction . " 

No N, whut uo you ;;ant t o ao about it? 
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I think yo u coulu put it this wa y at the ve ry close . 
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.':hich ono? 

I mrned i r.. t e ly t.fte r t ha t sen~ence , then , you s ny -
you clave th is s entence, "This is a policy not of 
r estr lction, but of e bunoance," a nd t hen go on and 
say, "Tne ne .v f t r m bill, tntl ne.v housing b ill , and 
the :~:mett.ry ana creui t poli c i es o i' toe Tr ef>.sury 
anc~ r .. <Jt:rt l Reserve Sys t em a r e a l l directed t o .1ord 
t ni s end .n He sta t es the genera l tnesi s and tnen 
says , 11 Ttus is tne ac tion - tnv t tne f E;rm bi ll ;,nd 
t n.: hous i ng bill , t.na the mone t a ry and c r ed it policies 
ur i.c1e 'l r u, aury a na Feaer a l Heser ve a r e a l l directed 
to .1u r-ct i.hls end - abundunce , no t restriction." Don ' t 
you t hiru: .. ••• 

Tn~ t t> nsners t ne 
t o do t.bou t it?" 
.-.or .t in:; on i t. n 

I cion ' t tilintt so . 

You uon• t ? 

4 uestion , " I'/ no t t he bell you go i ng 
" I ' ve go t tnes e f our agenci es 

That ' s all r ight • 

Eo .v a i.J..> vt tn~o other s ? Ar e th,ty .mrkin& aga inst it? 

;;e ll no·:1 , O't it " mi nute . I ' ll t nswer your .... 

.hnd y ..>u ShY "all t oe o t ne r &gf.ncies of t he Gove rnment . " 
J us t u~in~ t ne$e es s9eci f i c cest>s , end say • r ll 
t. ~encies of toe Gover~~f.nt a r e uirec t ea t owa r d t his 
end . " 

No .~ , l e t me csk yo u, ;.h .. t o t n" r agency i s working 
t gu i nst tuese f our ~genci e!.l .1n carrying out this 
policy? 

~h~nces ~re I . ~ . c . is or soon will be . 

.. ell , he tu.s no con t r.:>l ove r t nem. I melin l e t ' s 
" s .< ourselves , .;ru. t o tner ones i s ne r es ponsible 
f o r tn&t he c tc n SbY t o , " I so oirec t . " 

You CLn S&y t he Guffey CoGl . 

Ther e ' s u r &&l ~uestion on t he thing . 

I' m Jus t uski ng - th~ thing s thut he ' s r esponsible for . 
ae i sn ' t respons ibl e f or I . C. C. Guffey Co&l? 
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Guffey Coal w oula be a ••• • 

!.oic h Na y a re t i1ey worKing? Euuca t e me . 

On t ne nlKing of coal pr ices a na cutting uown of 
t o t Ll coal conswn~tion, ln fu vo r o f a l te r nh tive 
I'ielas . 

Woulun 1 t tu~ t cotae unde r our s ta t ement of some 
~rices bcin& t oo low? 

IH t wnino us .:oal mi gh t be i ncluded in thr. t as be ing 
too low . 

Tne situation i s to some ext ent like f a rm proouctio n . 

!s it true, L~e~iel, that on ~ long-term trend basis 

J n t- 1o~- t.e rm trentl basi s , prices a r e bel ol'l cos t s 
o f p r olluc t ion . Long periods of time v;he r e they s e l l 
caul ' t tne mi n imum, due to the competitive situa tion, 
"t ~> price wnic h par dly puys them to mine it; but it 
i s che:.per t o neep go ing on tha t ba sis thnn to shut 
do"m, bee~ use your l osses u rc l ess - mainto in your 
;, ir, ITI~< int~in your wu t e r pumps, so forth . 

I oi&Ot t.> - I I m I'& tile r i mpr tssed by llha t :Jr . l:al l &ce 
said . ..hen .:e t:et all t nrough, I don • t th i nk in the 
minds of t he publi.: certa inl y t he fact ~~e a r e meeti ng 
hEr" is im1JOr t&.nt, but t hen, the f ac t t llf. t t he 
? r es i uent - 11 No11 , t his i s a pr ice policy ; I 1 ve got 
tuese four agtnci es ben i nd tni s t n ing . " The 
impr.,~sion •••. 

ne o ugnt to be pr e pa r ea f o r his comeback . If 
soo cbo.::y uoes s;,;;, "1'/el l , ,/hil t ~bout Guffe)l Coal ?" 
n<l v(l6ht to l e; pr e p&r ecl .1itn & cooeback righ t then 
c.nJ tnt.ro . 

I Ju~t •Lnt to cel l hcc l es e 
t.nd just see i f he ' s neppy . 
to ,,,m tion nlm - ne ought to 

minute on the phone 
The f act we ' r e going 
ha ve u c hance B t it. 

I ns t e10u or SIJY l ng "all o the r Lg tJnoies of the 
Gov oornru.,nt , 11 you coul d say "o the r a gencies of the 
Governmont .n 
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I think pr obably - well , 

(On phone) Chairman Eccles , please . 

"Are end Hill be . " "1/oulu it be all right t o add the 
tense for ewph8Sis? "Are hnd Hill continue to be . • 

Yes . 

You' ve got .... 

;le a ll ought to be directed t owar d tha t end, oughtn 1 t 
l•tl , :layne? 

night . I thinh you've said it in the first par agr aph. 
I1 you w~nt to r est a t e it in the Hay you s ai d it in 
tnt: fi r st p<.r&gr apn - think il t&kes cer e of ell of 
it there, ~ith & couple o~ minor suggesti ons t hat you 
coulo mtJke L bout t he ~or dine t here in the first 
per &gr t.ph . 

I feel that if this is a long-t er m stat ement of 
polic:; , it utight be better not to t ack it too close 
t o e specific me&sure or specifi c bill; to deal with 
our inuustrial and agr icultural and monett.ry policies 
hS 1> wnole n tile r t han jus t tie i t to t his pa rticular 
fare bill ana nousing bill , which are not very much. 

Say, • Our agricultur;.l, inoustria l and monetary policies 
ar e and will continue to be dir ected " 

Th~t • s wnat you•ve sai d i n t he first par agr aph . 

Well , it ' s a good thing to s~y 1t aga in . 

(Secret ar y t al Ks on !)hone with Eccles 
awcy from conference gr oup) 

If you SLY it over again in the l ast paregr eph, but 
still in gener&l terms, you could spend • • .• 

You uon• t object to repeuting the stetement. 

!lot b bit . You can pllr~phr!lse t ha t first par agr aph 
over Lguln . On the first one, I t hink you1 ve got t o 
say, " 'ihis Adm1n1strution" - instead of "from the 
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beginning," simply s ay "has pursued . n I' d cut out 
"from the beginning" a na change 11 our 11 to "its . 11 

1t 1 s u little &Jior e f orceful wnen i t' s • our. • 

J:'rais J.dminls t r&tion• - "its policy.• 

He ' s sr.yinc it ' s "our policy . • •our policy" is 
furtner ll w&y from him . I tnlnk "from the besinningn 
tuas something there too, beca use i f you suy &JI~rely 
"has pursued," t ha t means the l as t few months , but 11 from the beginning" means we wer e purs uing this 
;>olicy .vhen he issued t nis sta t ement a year ago • 

."/elL, I think "has ,Jursued" ls inclusive . 

"'ut s in.:e •hen? 

"'his c ontinues to be " 
But you s ay "hbs pursued ." How long? There i s a 
comeue ck : 11 :/ere you ;~ursuing tha t \Vhen you said 
prices .vere too hi gh a yea r ago?" It leaves him a 
little more open to a t tack . 

It seems to rue it ' s ~ bet •er stetement as it stands . 

><li right . 

It tu~es a cert~in umpunt of punch out, I think, 
if y ou - it makes it colorltss if you take out 
"froc the beginning . " 

lop or pu&e t wo, I'd cut out "def l a tionary," soy 
"Government policy must be uirecteu to r e versing 
tnis tt·end . 11 

Oh no, tntot absolutely taktls t he punch out of it . 
I f .ve hbVen• t hbd b defl btionary trena, I don 1 t 
knoN NnLt we have had . 

I don ' t see any ~oint in using i t . 

E.cclos t'et!ls pretty good about it . Be says he feels 
it i s Just whut is necessary to cl8rify the mi s under­
standing • 

Tnere •s n point a t the top of page two ; lt s11ys , 
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"Government policy must be di r ected to r eve,; sing 
t his defla tionHy trend . " Like to take out the 
"or d "deflati ona ry . • 

I liked it for this r eoson . I t hink it ' s &bout 
time .:e cLlled r. specie u spaae. It •s Just - I 
mevn wny not? 

'I be only t•l tern£ t i ve suggestion in t h i s sentence 
is to Slly, "GovErnment policy now must be d irect ed 
to r e ver sing t his defln t1ont r y trend . n 

Oh no . 

No . "They 11ere " li tt~u.te . 11 

.. ell, 1 tell y0u, tne ~;·E..y I feel is, I'll accept it. 
3ut - just .lne s econj - if you f ellons .. ant t o , 
you ' ve got fro:n r>.ow , most likely , to three , hulf 
~Lsi inrbc, to fool a r ound Ni th it . I tnink if 
you tl et oo,m to wor ds I ' 11 let y ou f el l ows do it ; 
y ou 've done ~ s ;:ell j ob . I jus t want t o raise one 
thing; htve you got any quest i ons a nd ans wers for 
the Preoi uent? 

·:1e 1 ve got some, but I don 1 t tnink Ne ' l l be 1-ble 
t o ,J r esent • • •. 

Have one f o r ~r . W;;ll;;ce? 

'Illes" hre - .. e &11 f eel that they a re E f l op . 

::ell , if you r eel it ' s t. flop, wny t Lk e the time to 
r ead them? 

Well, thut• s my - I don ' t think yo u s hould take the 
time t o read them. 

Spent c gooa many hours on the~ , b ut t hey don ' t show 
it . 

I ci.>u ' t ~tnow, I thi!lit - I don ' t tn1M it' s l flop a t 
Lll. 

No , I tnlnk it' s bll right • 

'lieU , we can improve these a nd add to t hetn if we ha ve 
till t wo o ' c lock, if you think they ' re 11orth while . 
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I think it would be fine to have this on his desk. 

lYell , we couldn't - we felt we weren't getting 
anywhere. 

And you ought to stick something in on the devilment 
on r a ilroad r a tes and cool. 

,'/e have something •• • • 

'lle r efer1•ed tha t to the I.C . C. 

:le so l d - tnere 1 s a c.uestion here on rt.llroad 
r ates - "Do you r egard freight r ates as being one 
of the prices t ha t are too l ow?" Answer: •The 
~uestion of incre~se in freight r a tes will have t o 
be aecided by the Intersta t e Commerce Commissi on, 
witlcn ts Lt 11resent ,.>reporlng a decision on the 
matter . • 

I tn!nK lt 1 s all right. 

I tnink this ls all right. 

~>nd tn.,n there is one on coal, which followed the 
lines ttwt Lubin ' s ansl'le r g6ve . If it isn' t here 

Oh, it ' s - I d-on ' t think t ha t this is - I tnink he 'd 
get & grea t kick out of tais • 

"ome of the good comebacKs we left out, b eceuse they 
.tero (_ l1 t tle i1)lpertinent. 

SoJJ!e of the t.nswers were, "Says youl " 

"VIhat •s that?• 

I think this is all right. I think he'll enjoy this • 

"Oh, does tnis mean & commo<~ity dollar?" "What • s that?" 

~~ere' s t he coal? I didn't see that. 

~op of page f our, •Do you rega rd freight r ates as 
one of the prices t hat are t oo l ow?• I don ' t see 
the coal one . 
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.'leU, I think lf you include c oal here , •;;,ly - I 
t.ni tut t VU ougnt to include co;,! he r e , because i t 
.1111 t l oost surely come up • 

~ ' 2 --

.. e c"n v o=ry ebslly mt.ke it longer as Nell &s improve 
it . 

I .. ' ulJ put 1t in . I t hin<t this is f lne . 

Y.:>u boy~ appar ently won ' t l ea ve o ut a ny t hing , but 
I 1 v~ got a couple more t ha t I ' d l i ke to omit . I ' ll 
tnro.v t tle'll into the hopper here . 

"Those inuustr i es" ~ono.; so on, ln the midd le of 
,>ac;~; t. •o - " s eek t he r estor a tio n of profits t hr Oilfh 
lncro;u;ev volwn .. . " Cut ou t t ha t •r&ther t.h£n throueh 
r&:~trlct~u output . r See, you 've t;.lr eady got thn t 
btfor~ - "Tnose industries thLt have mtinta ined 
?r1c~3 tnu curtailed out,>ut" - see? 

(Hinrichs mt rks sentence) 

J v..- r on pq;"' .3 , I don ' t think you need t h" t ( part or 
t. ll of tllir d JJH!'.gr aph on ,,, ge .3) . 

.'le uo . It is uesirable ,>~< rticubrly from .. . . 

I .Uh>.. it • ~ t!'ue , but I -.on ' t trllnk rou need it • 

.... 11, 1 ctn ' t .. rgue tm, t out f or .)-OU . 

It 1 :, t.ru.- , bu:: I don ' t tni!U! ou neeu th:: t stLteJ~ent . 

Vin .. r ,>trticulLrly is ve ry strong for t h" t • 

. ;ell, ! 1 m not t. r guing }b.>ut the S t~> tement . I 1ne•m I 
r.6 t·o.e .. 1 ti1 1 t , ru. turall~ , but ..•. 

BoiUnt: uo .. n • bout t 1:o i)l rt.t:rt)lns . 

:t::rt: tntrc otn~;;rs? 

I• u c n£<nee tht>t to "employca mevsures" 1nstet~o of 
".'let.sur.,:; ,,., .,m.,loy . " Cut out the numbe r s ; h& never 
US&S th;uu. 
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1 think you men dll bt inte r es t ed i n thi s - whL t 
h~ppened h e r e be t . een J : )O und 4. Dan Bell e nd 
r.ubrt:y o'lil l hms a nd .;ol onel Harrington &nd my sel f 
got t ogether , eno ss o r .. sult o f th~; t meet ing , .1hen 
•·illl< ms ;,no Ha r r ing t on l eft , as E. r esult of Bell 
l oosening up o n llis r eeulL tio ns - a e .. ._s acting t.s 
vir~ctor o f t he Budget hnd no t &S Assistant t o me -
t 11e:; "'~u" thE s t c t eUJent here t lu, t they c a n ,.,ut t .• o 
and b m•lf million peo ple t o \'tork i n Ma r ch ns i s . 
;:n11n th~;:y left i1" r e ~.< t f our o 1 clock, the y mt•de the 
oo t v t emen t b efor e e. s t enogr apher thu t t hey c a n put 
t,,.o uncl ~ ht l f million people t o work in Mur c h . 

'lh:; t is, ~>i th your new ~25J , JJJ,vJJ . 

Yes . 

uio.l t uey sty ho,. tlley c:•n , o l t ? 

.• .,11, t ne present ~>Ct;ivity plus loosE. ning of certa in 
r Egult.. tl.ons . Hut t m t does not me~o<n going i nto 
no us i nc; . 

n ~ll , tut t 1 s & ,,ues t i on, ::he t her o r no t they Cl'n ge t 
into h"usln~ by ~E rch . 

'Iney 1 r~ n <> t ~oing int ;> h.Jusing . I .va.nt t o mn ke -
t.lej• 1 r" n.;t .,oln, into tlOUJ inc: t t present, ~;nd I 
tn->'-&nt ;, :>u - I .<no\\ .. nL t ' :; beet. going on he r e , 
~n" St ... ,.Lrt ;.:cLonl<lu no·; SbYS he ~Uarantet!S t o pr o­
auc e . 

by 1.1 mllnth? 

I mmoui c t ely . 

uell, pr ouuce in t e rms tnt. t these contrac t s will be 
let. 

CLn1 t really proauce un t il • • • • 

On yes , 11e i s f or the fir s t time - he says IYi th t his 
off hi s neck • . • 

With • hut of f h is . . •• ? 

Regraded Unclassified



H: ·. Jr: 

..,uc !.11 : 

.. utir< : 

H ... . Jr : 

. : llt.ce : 

.: • •• ..Tr : 

~t~.~cc. : 

: . Jr : 

": tltce : 

li . • I . Jr : 

- 20-

Off his neck , a ll this worry ; they 've been just 
heckling t hat fellow . They 1• lmost had him aown, 
see? 
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Giving these fello·::s " =<5 percent subsiay in the 
r~r~ of fr ee utilities , so f o r th, on & $2500 house . 

dt.s tn&t be~n c l eared with ~cOonbld? 

You•u g .. t - your builder g.,ts a mortg&ge eo.,ul>l t o 
~bout llJ p~rcent of hls i nvestment . 

out f or tnt~ fi r s t t ime Ste1111rt McDonald i s huppy. 
>.nd -:olon"l Hur1·ing t on, wuo is in cha r ge of t ne 
,>r ojf>ct s , 1 nu I nave the gre~; t. .. s t confi dence in 
uim, s11ys he c~on put t .. o end 1< hhlf mi lli on people 
to .. orK in :.lbr ch • 

.. ell, if i t • s re~clly tna t good , Henry, the Pr esiaent 
•o1..l(l ulmost be .vt.rre nted in s~, ing some t r11ng like 
tnis - not i n t his stt. tement necesse rily , but r lmos t 
be 1, t.rr1 nted in s aying , "'lie ht. ve the power to end 
the r ecession . ·ne a r e going to end it ." 

rio , not thu t • 

If it. .. Is t.hl t eood . 

Eut ht.rrington, befor e " stenogr: ; ner, code t hl. t flu t 
s lt. tement , see? 

Yes . By go:!h , one o f tnt~st dc.ys , if t his thing reully 
turns o ut, if you <.r e convinced t,.,o o r three 11eeks 
f r om now th1.1t it ' s th&t good , I ' d like to see h im 
make u stu t. ement like the t , bo3cuuse I think he would 
h& ve the po.ver, ~ nu if it turned out to be r eally th~> t 
;;ooo .. • . 

I tnin.< •. ~; '' " got t o remember thr.t i n the pest , 11hen 
tney ,ut p&ople to •aork i n b i B c,.uant!ties , they tele­
grt-,>hed o~,;.t to toe distric t s to put 25\>, 00J or JOO, .>JO 
,Jeople o n t.na the d!str t ct ,Jeo,Jle sai d "V:e can' t," and 
t ney ' ve st.io.l , " l'ut t nec on anys&) n - so t hey huve them 
nnnging urounJ aoing no thins . Putting •• •• 

.. ai t u minute . Tha t wasn ' t under t!arrington . 
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No, of course tha t was not . 

No, tht t w~s Ln entirely different person. 

c. :.·.J .. 

1\o, H~srrington is an entirely different per son. 
.out I thought you people oiOUlU like •.•• 

Ver> encouraging . 
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Whut ? Oh yes, will you t oke & look a t the charts? 

tlenry, here ' s an a>~ful good chart . The on6s we wer e 
tLlkine: bout yesterdL> - three lines: costs, non-ftrm 
End f~rm i ncome per capi tE . See, t hey were in balbnce 
in nere in the l<te :<.>•s . Got in bal~nce here in ' 37, 
but tn~} ' re tJll of t nem low; end no.• they ' re sprellding 
out & g£ in . :3ho.vs .:e have obtained certain obJectives 
tbu e t. t times . Doeso • t keep - the whole th~ne wosn • t 
'lui t t; up high enough . 

I think that ' s grand . What else have you got, Deggit? 
<Jot t1nythine else? 

'•otse e r e tne other two . 'lnese hre the other t wo 
chtrt~ we mentioned yesterday; mede a brief explL ne­
ti jn of wha t tney are supposed t o show . 

nna tnis? 'lb6t 1 s all right. I think i f you t eke t hose 
tnr~~ - are you men s atisfied wi th those three? 

I f tno Presi dent "sked b ll,)' question on what prices ~ore 
t oo llle:h, he 1night enjoy - mi ght like tha t one. 

If he want~ specific illu~tra tions in the building 
1'1etd, these illustra te t wo things , the ones th:. t are 
o.bove •;:9 ~nd the ones thtJ t htsve been obviously held 
f or long periods . Her e ' s your pGst d ifferences . 
Thbt ' s £YPSUI3. 

:ihere • s your ' :C.9 line? 

" hunared . 

Oh, I think that' s swell . 

Is this gypsum? 
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Yes • 

.boy t Boy ! 

I thinK tbst 1 s good . 

r tnlnk tnat ' s just it. 

teel - structural ste~l is 17 percent higher than ' ~9 . 

I !' they ~sk him 1f' prices a r e too high, he can say, 
"Just look t t th<1t , boys . '1/he t ' s your opinion?" 

If you haa r nother ~n~ loere of f ar m prices so you 
co~lu nola 1L dU~h~ t o show the zig- zags- suppose 
i uu ht u cot t on and .vh~<L t . 

You c~uid ~ut it on the same chart in r ed • 

I 'll bLve u lrrger one made • 

l ' a be inclined to have another one . 

I was going to Sby, I think wh&t you men have done 
ner e i s one of the mo::; t encournging things thnt •s 
h~tppened i n years • 

If L stLte~ent can compensL t e t hem for s t aying up 
l a t e It t night, we ought t o have every statement we 
can put out. 

I think it ' s - no , after ell, if coal or anything 
isn't in line - nt least, 1 feel now if the Pr esident 
will t ake it and say, "I know &here we' r e going," 1 
«now whut my Job i s to get in tune with that, and 
everybody else is trying to do the same thing. It 
is mos t r efr eshing to me . 

St utement t o end statements on prices . 

.. ell no,; , list en, - no;, .,here ar e those wi ngs, :layne? 

Tllis i s the wLr t o end war, /layne . 

I thi~ as f ar as I hnow, unl ess ther e is u cnange, 
all you gentlemen will ge t lln invita tion t o go to the 
Vlhi t e House . 
You want t his ready about wha t time? 

Tnr~<e o ' clock. 
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February 16, 1938 

This administrat i on has f rom t he beginning pursued a 

pol oy designed to promote full employment ot our human and 

material resources . That continues to be our policy. The 

pro~uct1ve power or our worker s and our resources, if tully 

utilized, oan provi de and maintain a national income tar 

above any levels we have yet reached, 

An i mnortant factor that d~terminea whet her we shall 

succeed or b~ blocked in our endeavor to attain full emoloy­

~ent and a high level of income is the behavior or prices. 

In t his connecti on careful attenti on must be given to: 

(1) t he rel ations eXisting among the prices of various group s 

of oomtuodi ties; ( 2 ) the r el at ione between commodity price 

levels and t he levels ot debt burdens and costs; (3) the di ­

recti on and rate of movement or t he general price level. 

To promote its broAd objective t he Administration has, 

t ;,eretore , in its agricultural , industrial , and monetary 

oolicies necessarily been concerned with both the relation 

or t he nrices of groups of snec1tic commodities to each other 

and the movement of t he general price level. In conformity 

with this policy, t he measures we employ at any given time 

must fit the needs of t hat time. A year ago t here was ground 

for concern t hat a too r apid rise in the nrices of some com­

modities would encourage a speculative boom and choke ott 
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demand. During the past six months, on the other hand, the 

general ~lee level and 1nduetr1al aot1v1tr have been deol1n-

1ng. Government pol1or must be directed to rever sing thie 

defla tionary trend, 

Although the attainment of full industrial activity re-

qulrea an increase in t he general pri ce level, this does not 

mean that all nricee should advance, nor that the rise should 

be ra~1d, The nr1ces of different grouns of oroduota must be 

brought into balanced relations to one another. Some nr1oes 
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e ·•e still too high to J)l'Omote that balanced relationship be­

tween prices that is necessary for sustained recovery, The I( 
maintenance of or 1cee not subject to full oomoetitive foroee 

accentuates the deflati onary J)l'Bssure on oomoetitively deter­

mt~ed ' rices, Those industries that have maintained prices 

and curtailed outout should seek the restoration of profi ts 

through i ncreased volume rather than through restricted output. 

When nr1ces are controlled through monopolistic pr aotioes, it 
' 

1s the obvious dutr of government to apply those remedies that 

the law provides. 

The prioes of some items are still at aubstantiallr the 

~ghest levels reached 1n 1937: some are even h1gner than in 

1929, There is real danger when high prices sharply curtai l 

sales, In the field of residential oonetruot1on, for eX8lll1>le, 

1n the face of a serious shortage of housing and of unused 

nroductive resources of every kind, all the maJor elemente 
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in ho•;s ing costs advanced so sharply by t he Spring of 1937 as 

to terminate a promising expansion of activity in t his most 

oroEtrate of our industries. 

For i ndustries t hat operate a t a high level of capacity 

even ! n a depr ession, such as agriculture , the restoration of 

'Orofits must come pri rearily t hrough hi gher prices . 

T~e higher profits t hat will emer ge from proper adJust ­

ments of 'Ori ces will encourage i nves tment in repl acement and 

~~~rnsion o! equi'Oment. This i s necessary t o f ull r ecovery, 

especially in t he heavy durable goods i ndustry. 

This i s a policy of abundance, not o! restriction. When 

nrices are out of l ine, product i on and consumption break down. 

·;."-a· l'1e are aiming at i s such a bal emced system of prices as 

will nr omote a balanced exoansion 1n production. 

The successful execution of thi s progr am by increasing 

~ro~uction and emnloyment will increase t he real income or 

consu:ners . ('.Vhat t hey gain from increased emnloyment and 

~o-e cont inuous income will ouch more than offs et any r educ­

tion in what e~ch dollar can buy. Retail pr i ces do no t tall 

so far nor rise so high as do wholesale prices. Therefore, 

t he mo~erate rise in the general whol esale price l evel t hat 

t he current sit uat i on calls tor will h~ve little effect on 

t he nurcha sing power of t he consumer' s dollar. Each of t he 

consumer's dollars will buy almost as much; at t he same time, 

he will hAve more dollars to spend as a consequence of in­

creas ing business activity. ) 
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I rP.9eat t hat present conditions require a moderate rise 

1n the general orice l evel, and that this rise need not and 

should not extend to all prices , The rise must be mainl y con­

fi ned to t hose classes o! commodities, such as raw materials 

an i fi nished products t hat are sold under highly conoetitive 

con' 1t1ons , wbose price s are now too l ow, In many industries 

l~st year we experienced a sharp rise in prices t hat encour­

abed inventory buying, whi ch combined with the reduction in 

~ousing , l&ld much of t he ground for t he present recession. 

roe mns t do ever ythi ng we can t o prevent a recurrence of thi s 

dev~lo,ment in the future. 

I believe the farm bill just oassed, t he housing bill 

Just oassed, and t he monetary and credit polioiss of t he 

Treasury and the Federal Reserve System will prove helpful 

toward achievi ng these obj ectives. 
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Hello 

Chairm~.n Eccles . 

rell~. 

Go~d morning. 

G?od morning !!s.rr1ner. 

Hov1 e.re you this l!!orning? 

February 17, 1937. 
9 : 04 a. m. 

12S 

Oh , I feel a littl e better. l!nt'r iner , we're meet ing 
her e and go ing over this stet ement, and I asked Curry 
1t he ' d sont it up to you an'\ he said he had. 

Yee. 

And I wol"'(!. ered how you f elt about i t. 

Well, I l~oked i t over l e st n1~ht . 

Yes . 

And I think t hot - of couroc I d i dn 't have the 
opportunity of 'discucsing it you know, with him ­
wha t the purpoee was , but 1t loo!ts t? me like it' e 
pretty good . 

Uh- hub. 

I - I can 't see ~~Y - \f i t ~uld meet ~ point of 
vieu. In t he f irs t place, the objective i s COI"'CiRt ent 
with wh~t the President has said, ond t ha t i s thot 
we ' re willing to have prices go higher than t hey are. 

Yes . 

That i t isn't the average price level but it 1 a 
some prices that have gone - gone too high, while 
others have gone too low. 

Yes. 

Of oourae he doesn't mention specific pr1cee. 

No. 
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But that - when you do that, it ' s the dickens of a 
thing to - he inters particularly that though, 
especially buildings. 

Yes. 

And as I see it, I think in view of what was said the 
other day, and I think t here's scm~ misunderstanding 
sold t hat hereawhlle ago t ho 1mpreee1on WPG given 
thct he t hought prices were too - were too hlgh, you 
see? 

well t hat 's whet-

Yes, and now agaln and lt' s necessary, it seems to me 
to clcr1ty t hat 1mprecci on that ' s been given. 

Well t hat ' s ~h~t ~e •re trying to do tor hlm. 

Yes . 

ThPt ' a J us t what r.e are trying to do . 

When d i d you want to use thl.s , tomorrov:? 

Tooorrow. 

well 1t l ooltG - it looks to me like lt ' e pretty 
ccod. 

~ell, I 'll tell ~urry - he ' s here now, that as so~n ­
t hat they ' re c~~1nS it again, to shoot 1t right 
over t o you. If you ' ve got anything on your mind, 
wi ll you give me a ring? 

Yee . 

And we 'll all eee hlm, i noluding yourself, this 
s.fternoon, I thi nk, aft 'lr Co.blnot. · 

Thls afternoon? 

Yee , a fter Cabinet. 

Do you wo.nt me to come over? 

Yes, I do, very much. 

Yes, \'/ell oll right then, I ' ll be avalle.ble. 
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~ .:.Jr: F'1ne . '!'hanks !.!al•r 1n er. 
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Herbert? 

O~od morning Henry. 

P.ow are you? 

Good . 

February 17, 19~8. 
9: 41 a.m. 

.~e we goine fast enough to suit you on Hune~y? 

I'm in t he Secret~ry • s office Just nou and I haven 't 
yet had a chance to aek him what had happened. It 
wao the next ques tion I wee going to aEk. 

Le t me ask you one question. 

Yes. 

Have you evel' heard t l:.at England said she was w1l Uns 
to ~~ up to a hundr ed million dollars a year? 

liever. 

Well , that ' s what Bell says. Bell says the best he 
ever heard wvs ten cents on a dollar. 

Correct, and that very tentatively . 

All right. Tha t ' s all I want. 

Right. 

Goodbye. 

Uay I later perha9 s t elephone, after I've t alked with 
ur. Hull? 

::: think it' e p ermissible seeins it's you. 

::: beg your par~on? 

It's percies1ble. 

All right, sir. 

knd when you do telephone, ask me what the Uexioan 
Arobassadzl!cs wanted to know about you. 

All right. 
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Yeo. 

I 'll call you, 1t I msy, lotPr on 1n the morning. 

Ysa, she's a little euep1o1oue ot you. 

I knOYI that, very. 

And I told her she had real reasons to be. 

I 1-..now 1t. 

Oh, you know about 1t. 

!20 

l!o, I don 1 t know as o•1ch ao you •re e;olng to tell me. 

ill r1ght. 

R1ght, s1r. 

Goodbye . 

Oood.by e. 
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~.::.Jr; 

.. ... 

Pebruary 17 , 1P38. 
9:45a. m. 

Hello. 

Ur. llllOdonald. Go ahead. 

Good morni ns ~- Secret~ry. 

How are you? 

I 'm pretty eood, thPnk you • 

Do you suppose you could hav~ over for me , by onG 
o'clock, on one page , what you t hink you might be 
able to d:>, actnall,y putting - how fast you c:-n 
get thi s t hi ng etarted, and oo for~h end eo on, 
in c:'ee i t comes u? i n Cabi net ? 

All right, !'11 be gl~d to do that . 

And put 1t on -

Ther e's Ju ' t one thi ng thRt I want to ~raw your 
attention to. 

Yes . 

-~ 31 

The present - r.e used to allow five per cent i nterest 
on the ~mall house oortgages, payable conth1Y, and 
half of one per cent additional tor service charge. 

Yee . 

~lhich ~cally made five and a balf per cent i ntPr est . 

Yes . 

The Pres ident insisted it be cut t.o f 1ve. 

Ri ght. 

There's quite a let of opposition 1n the West and 
Soutt west on account of the t. They'll come along 
eventuallY but I'm sorry we did that at t he same 
t!me ~e tried to get r~ccvery too, do you oee? 

Yes, b•.1t thllt's water over the cl.IUll. 

Well or cour~e, r.e could still reinstate the one hal f 
of per cent service. 
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H•n:? By juct Blmply a circular letter . 

Oh ! l'lelt -

You of!e7 

"'~ll -

! '11 tol.lt t., you later !'.bout t h•t. 

132 

Yeo, but whet I ~ant is looking - well l et ' R oay -
wh~t I ~ant to know i s t his . You see , I'm on the 
cpot now, seA7 

Yes . 

sec,. use I ' m on your s 1de. 

That ' £ right . 

And I want to know, i t they say, •well now, Stewart 
!.laodonald", 17allace was 1n t.he ott1oe ut• morni ng, 
why he can ' t put anybody to- get ~nything until 
AuguHt. 

Wha t • 

Till August. 

Yec. 

!low I "ant , right from you, I don't care 1! it' s 
only a mill ion dollar s , ~hen will t hese things begin 
to eo t o work, you see? 

I • 11 g1 v'l .!. t t o yo•l e t noon. 

You oee •thnt I rnee.n? 

You bet. I'll have 1t ovt>r by one o ' z1.ock. 

Ani\, beo•uee , so 1n c~te t.l>ey started ,!umpi ng on oe, 
"! ~ant you to say, •well thie ~ c what Stewart 
:.:ccdonald SP,v s . • 

Vpe. 

And :•m eoing to back bim . 

Yes, I hope I can do c~~eth • ng mor~ t han Wall~ce haG 
sver done. 
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Yes, and listen old man. 

Yes . 

Lean on the conservetive side. 

! 11"111. 

I'd rather - much rether have you unders tated. 

Yes . AU r1e;ht. 

Get it? 

You bet. 

Thenk you. 

Goodbye . 

... 
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Pebruary 17, 1938 . 
9 : 53 a.m. 

now Ythat •c on, and I'm very glad. 

Yec. 

I'm sorry my memory falle~ me and I kept t~!T.lng 
about a hnndr ec. 

Oh, dl~ you oielead t hem? 

I' m a f raid I'm the fel low t hP.t di d . 

Oh ! 

At ! eact I ' m afrP i d I pl ayed a part i n it . 

134 

••Pll then, maybe t t.e :!e":1CP.n Ambassadress i s ri~t. 

~Yell , t here ' s '.lCU.!!.llY soroething i n peopl e ' s i dees . 

Ves . 

However, in this sense , our pPp~r:;, our doc•~ente 
were right. 

Oh, now l icten old rq.!'n . 

r<o , no, t b.nt 1e right. 

~h, yeE , t he dccuoent 3 nrP right. 

no, no, our rritten memoranda i 9 correct. 

All right. 

It was onty n.y verbal s t atement. 

I should worry what y ~u tell ur. Hull. 

"'ell, all right . 
that quickly . 

! think GO. 

17ell, I' m very glad it' s moving 

~~d I hope it sees through. Are you ~?ing to go 
over t here? 

Yes, i n a minut e or tr.o. 

Fine . The Uexican Aobassadresa, I think Ghc th i nks 
I' ~ ~ devil with horns. 
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\7ell , she thinks you're a dev1l r.1 th the women, and 
I ea1d she - I ea1d - ehe'e absolutely right. She 
sai d you have those art istic cyoa. 

She'e a sweet d1ch. 

And ehe'e a very discerning person. 

Well , tor the most part. Oocesiona!ly she c tetekea -
bho cn:tes aeventy five 11't" 'l h•.mdred 
cheng1ng it. 

Well, 1f you begin to get a roput~ tion as baing a 
devil, Vlhy you lmow where - who stcrted it. 

I dll. 

All right . 

Thank you ~enry. 

Goodbye • 

r.ooc'bye . 
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Februery 17 , 1938 

The Vice President, Yr. Hull, !~. Pat Harrison, 
:~ . Robert Doughten and yours t ruly saw the President at 
ten o'clock on the Hungarian debt . 

136 

The President presented t~e facts with the papers 
~ttached hereto before him. 

The President out on a good sales talk. I thought 
t he Vice President would burst a blood vessel and finally 
he could not conta in himself any longer and he said , 1 Mr. 
President , I Just won ' t go along w1 t h you on this. You 
can't win me over on this.' And , he said , '~nile we are 
on t hi s subJect, ' he sai d , 'it' s the policy of this Govern­
~ent tnat we won't fight to collect our debts, but I ~ish 
sor.ebody would tell me where the Administration stands. 
Are we ~o1n& to fight for trade?' He said, 'After Japan 
~~s bobbled up China, v.hat are we got~~ t o do about 1t7 1 

He sai d , 'I would like somebody to tell me .' And, he 
said, 1 \Ynen I sat on the Ways and Ueans, the Italian Gov­
ernmen t pl eaded poverty and said t here were only f 1ve people 
in Ital y with over $100,000 a year and , h1nce pl eading that, 
t hey have succeeded in buildi ng up one of the bi ggest ormies 
end bi ggest navies in t he worl d and if you can do t hat on 
po\·erty , 11hat could they do if they had some money? ' And, 
he said, ' I am absolutelf cpposed to accepting any debt 
settlement from anybody. He said, 'I don ' t want them 
borrowing coney here to build up armaments that some day 
re ::JaY have to co up against.' 

(The Vice President was thinking in terms of 12 
or 15 years ago and I thought was moot unreasonable. ) 

The President said , 1 \Vell , Jack , suppose t he 
five of us owed you $1 ,000,000 and 15 years ago we said 
""'e ·nould pay you f1 f t y cents on t he doll ar and we have not 
paid you anythinc; . And now ?te say 1'18 can pay you. We 
l'lant to oay you. We want a new adjustment . ' He said, 
' Do you ~ant to take a partial payment on your $1 ,000,000 
or would you rather take nothing?' He said, 'That's the 
thing YO'.l heve got to decide. 1 

I felt the President made e. dent, although both 
Harrison and Doughten were opoosed. But they were getting 
this thin~ cold and none of them had t hought about th1a 
thing , certainly in five or ten years . 
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The Vice Presi dent had Hungary and Austria mi xed 
UJ) and d i d not seem to real1:r.e t hat Hungary had done very 
~ell snd even after we told him so he did not seem t o be­
lieve 1t. 

After t he meet1r.g was over, t he President and I 
~~ed t~At ~e nould t a lk a bout 1t t ogether some ~ore, wi t h 
tf.e ?ossi b111ty of, notw1t hstan<l1nt; wh!lt t hese men s a i d , 
~resentir~ i t t o Conr.ress . 

I told t he Presi dent , in view of what had happened 
ln Au~ tria , i t seemed to me tremendously important to en­
co•Jr /'.-e a country like Hunga r y who wanted to settle her 
lebt s , out I 17as de lie h ted t o be present and l i s t en to t he 
1n:er.se f eellnc tMt these people had aga i ns t Europe paying 
:,.e .:eots because t hey a re fearful t hat t hey fl111 come into 
tr~s ma r ket and borrow. That see~ t o be at the bottom of 
r-:.P ~ . . ole t:.inc . 

oOo- oOo 
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Thi s administration has !rom the beginning pursued a 

policY desi gned to promote full employment ot our human and 

material resources. That cont inues to be our policy. The 

oroductive power ot our workers and our resources, it tully 

utllited, can provide and maintain a national income tar above 

any levels we have yet reached. 

An 1mporsant factor that determines whether we shall -
succeed or be blocked in our endeavor to a t tain full employ­

cent and a high l evel ot income is t he behavior ot prices. 

In this connect i on careful attenti on must be given to : 

(l) t he relations eXist ing amen~ the prices ot various groupe 

of coumodities; (2) the r elations between commodity price 

levels and the levels ot debt burdens and coats; (3) the di-

rect ion and rate o! movement or the general price l evel. To 

further i ts broad objective the ~nietration has, therefore, 

in its agricultural , industrial, and monetary programs necee­

sarily been concerned both with t he relation of t he prices or 

grouns of specific commodities to each other and with the move­

ment of the general price level. 

In oontormi ty w1 th this policy, the measures employed at 

sny given time must fit the needs o! that time . A year ago 

there was ground tor concern that a too rapid rise in the 

Prices of some commodities was encouraging a speculative boca. 
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:>uri n(: t he past six months, on the other haml, the general 

price level and industrial activity have been declining. 

GOvernmen t policy mus t b~ di rected t o reversing t his defla-

:lon~ ry t rend. 

A-ltheugP t h e ctte1smest a~ a , ,, lntlustr' sl nt* !v' ty ra.­

..,.&l•es en ' ncrsost lii the f!llil? el pr' na 1 e ue 1 , This does not 

Q~o.n t '1Q t all pr ices should advance, nor t ha t t he rise should 

ile ra:•i d. Prices of different groups of products must be 

brou ht into balanced relPtions t o one another. Some prices 

and some costs are still too high to pr omote thc.t balanced 

rt'lrt1onsh1p bet'1een prices that is necessary for sustained 

rooovery. Continue~h gh prices of many of t h e commodi ties 
0 ~ 

not eu.>Ject to ~ mpetitive,r·orces i ntensifies t he down-

~ 4' 
l -

P!"d ;>ressure on ell other prices. Those industries that have 

~~n.a1ned prices and curtal~ed output should seek t he res tora­

•1on of profits through increased volume rather t han through 

rcotr1cted output. 

·,;hen price s are controlled throue;h monopolistic practices, 

1t h t he obvLous du t y of government t o apply t hose remedi es 
./ 

t'.l't t he law provides. 

?he prices or some items ere still at t he highest levels 

r~ached in 19 37 ; some are even higher than in 1929. When high 

pr i ces shar ply curtail sales t her e is r eal danger. This is 

eho•:·n by our recent experience v1i th housing. A yee.r ego there 

1\s c serious shortage. We had unused product ive resources 

·~ le t o overcome ~~e shortage. Yet ell the major elements 
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in nous!n:_ coats advanced so ehe.rply by the Spring ot 1937 as 

to ki ll a promieing e>..--paneion of activity in an industry whose 

~ctorrt1on i s vital to conti nued recovery. 

or induetries, euoh ae agricul ture, that oper ate a t a 

iti:,lt level of ce.pacity even in a depr ession, the restoration ot 

orof1ts must come primarily t hr ough hi gher prices. Hi gher 

prices in such industries and increased output in other indus­

tri Ps rill, by increasing profi ts, encourage new investment 

in re .> l ncement and expansi on of equipment . This is necessary t o 

full r ecover y. 

I repent t ha t present condi tione requir e a moderate rise 

in tr~ beneral price level, a nd that t h is rise need not and 

<h->uld not extend to all prices . The rise should take place 

in end must be mainly confined to cl asses of oomL~odities whose 

prices c.re too lo17. These i nclude moe t of t he raw materials 

'nd f1nished products produced and sold under hi ghly competitive 

conditions. The r ise mus t not be so sharp or continue eo long 

es to lead to a repetition ot t he unhealthy epeoulative c ondi­

; ions of a ye~r ego . ~~at sharp rise in pr i ces encouraged spec­

ul>n:i ve inventory buying which, combined with the reducti on in 

housing, laid wuch ot the ground for t he present recessi on. IVe 

oust do everything we oan to prevent thie from happening again. 

Our program seeks a balanced system of prices such a s 

1 i l l ~remote a balanced expaneion in producti on. Our goal 
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1e e. oonetnntly increas.ing national income t h rough increasin.g 

p~duction and eroploy~ent. This i s t he way t o increa se the 

real income o! consumers. 
This 1B not a policy o! r estriotion; it i s a policy o! 

c.o:mdr nee . 
Our ncricultural, industrial, housing, nnd ~one tary 

p~:;rr.ms h.we been e.nd wi ll be dir ected t oward this end . 

143 l 
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February 17, 1938 

Th1a 1o the copy I gave the President and 

t hese ar e h1a oorrect1ona . 
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f ebrua ry 17 1 1038 

lf t~ . res i dent deo1~eo to hold a oonrerenoe 
on Pill"' t hh t f t er-:oon nrter Cab1nnt 1 I 3um:;eat t hat 
t~~llo~1 s be 1nv1ted t o be pr~eent1 

J eoretary 7o.llo.oe 
t:r . ·.oreoal -::.elt1el 1 :oono:Uo .\dv1aor 
r r . i.J.bert G. 9lnck1 Chi of 1 !!UI""nu of 

~gr1oulturol r.oonon1oB 

p -" , T. .. ;·r , 1-- 1..1\.J:l n 

Pr . I sador Lub1n , ~omm1aB1oner of L~bor ~ 
!lt nt1at1ce 

1r , t .. F, H1nr 1ohn, Chief "'.oonom1st 

Oh:d r::11111 ::arr1ner s. '.oolee 
!>r . r:. ,\. Ool den-e1 aer, 01rector , D1v1 o1on 

;of ?.eaoaroh a.nd !ltat1ot1os 
cr. L:w41'.11n Cu rrie, heal ot ant :>1root or, 

D1v1a1on of 0 eoea roh and !lt~t1at1oe 

Oeoretart Morcent~~u 
Aealatant Jeoreta~y ~ayne c. Taylor 
Dr . Georr;e c. Ho.ao,01r eot or or ~eearoh 

s.nd (}tat111t1oa 
or . 114rry 1.. . 'llh1 t o 1 .o\ .. 1etant 01r!totor of 

Reaeo.roh and St nt1et1oe 
:.lr, ~nd !l, o~·1tt, Pr1no1pal Eoonom1o 

/lnAl.yat 
Yr. Herbert E. Gaston, Aea1etant to the 

Seo1'8tar7 

,. 
, ' 

I 
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February 1? , 1938 

Th1e is t he material I took to the White House 

today . 

-
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FEDERAL H OUSING ADMINISTRATION 

MEMORANDUM 

151 

DATE FebrULI"'/ 17, 19.)8 

J:r . i~orr..enthau 

EGt' ted Resident ial Building 19.)8 

~ ·~ sit'" tion in residentie.l building i s ut the c:on:ent surrounded 
· • u.\Certainty . Any esti=te of •hut aoy be expected durin& the 

:·r r 1".)3 is , therefore, subject to error. 

The deley in passi ng t!!e new Housing Act has already curtailed 
~·· ·eti ities f ur t he first h~lf o f. l9.)8 . The ~est e s timate t~nt 
c n no· .. t e n:.:~de indicates th .. t the number will pr obably fall betfleen 
l 5, )00 end 150

1
000 resident ial units , as compared with about 165 ,000 

b• :lt u.,·in!l t 11e first s ix months of 19.37. Appr oxiauitely 70% of these 
· .. ' ' probttbly be single f amily houses . 

Tentatively , the number to be constructed during the last six 
•t • of l93S nay be expect ed to exceed the number constructed in the 

l . ~ l.x ·or.tts of 1937, end to faJ.l betTieen 150, 000 and 225 ,000, ea 
' c ed to 120, 00:> i n the last six months of 1937. 

utstantiel r~se in the cost of building, unr~vor~ble cbsnees 
onekry , taxat ion, or other 1.overn::ental fiscal policies, or in the 

-• •r.U. price level and in the index of industrisl pr oduction may 

en~ ~re;.;· V1J.rY t his estimate . 

l.tt<.ched is a table indicstine t he t:eek.l:t volume of oortgagee 
eltcted for appraisal on small homes; aleo lar ge scale housing pr ojects 

1''c 1 ve be en approved since January lot. It ~:r be noted that t hese 
:: "rea indicate a continuous rise e c.ch wee!< since tl:e first of t il e ye~or . 

Ster.art llcllonald 
Admiristrator 
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FEDERAL H OUSING ADMINISTRATION 

MEMORANDUM 

DAT~ Februa:y 171 1938 

or. Fisher 

!JEKLY Tar AU; OF JIORTGAGES SELECTRP FOR APPRAISAL 

r.eek Ending: 

Jan 8 
15 
22 
29 

Feb 5 
12 

Number 

1, 256 
1,504 
1,711 
1, 888 

1, 982 
1, 988 

.Azount 

$5, 483,184 
6, 5.31,200 
7, 299, '175 
8,150, 840 

8, 571, 895 
8,787,105 

Division ot Bcoaomica and Stat istics 
Operating Statistics Section 

Regraded Unclassified



152 

FEDERAL H OUSING ADMINISTRATION 

MEMORANDUM 

DATE 
Februo11 17, l9J8 

ur. ,'cPo:uld 

Projtcts in process of construct ion. 

The following projects b"ve been closed " i thin the laat 
•<ek, end hre in the pr ocess of construction: 

llortgoge Alit . 
430,000 
5ll,OOO 
35, 000 

::•r~rlh Ap6rt.£ents 
i'h• r Ot ks 
~"k odt 

Narberth, Pa. 
Houston, Tex. 
Gree.nbel t , l&d. 

!lew York Life Ins. Co . 
Prudent111l Ins. Co . 
RFC llortgaee eo. 

The f ollowing projects are in the process of closing, but 

ronstrucUon ~s nlready swrted: 

<<cone Ca rden B'·Y Manor 
Toird u•rden Bey Msnor 
~ucl \O) Court 
Cn·th ho•Jd (Unit A) 
earth fioad (Unit B) 
Clon•ood A1>ts . 

Jackson Heigbts ,N.Y. Union Central Life Ins.co .8501000 
Jeckson tleights,N.Y. Bowery Savings Benk 1,100, 000 
Newark, N. J. New York Life Ins.Co. 1 ,035,000 
Scarsdale , N.Y. Pruden t ial tns.Co. 7'75,000 
Scersdnle, N.Y. Prudential lns .Co . 620, 000 
Yonkers RfC lolortg~ge Co. 1,350 , 000 

Tbe following projects are in the process of closing: 

C! .our Court 
!'1 rt. l'l6u 
•• 01 t-n..Crt.nville 
:. :r. Cutlea 
L!n•ood Col onial Apts . 
C.ltn ~ t't'lene 
Ctnc.r'J. Keomey 
~~~lttd Dividend Housing 
··•nh• St t t Village 
t[ocel~..nd 
..lcCl! tchey 

RicbQond New York Lite Ins .Co. 
Harrisburg Ne• York Life Ins. Co . 
~nicago Bankers Lite Ins . Co . 
"1nston-$alea Prudential Ins. Co. 
Indiuapolls Ohio National Life Ins .Co. 
Los Angeles RfC Kortgaee Co . 
Kearney , N.J . RfC Kortgage Co . 
Atlanta, Ca. New York Life Ins . Co . 
St. Louis New York Life Ins. Co . 

650,000 
550,000 
750, 000 
435,000 
258, 750 

2 ,550,000 
500, 000 
640, 000 

1 , 600, 000 
1 ,480 ,000 

400 ,000 Baltimore, Md . New York Life Ina. Co. 
Phil&delphin Lincoln Life Ins . Co . tl7, 519,750 

11. L. Colean 
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01est1on 1 : 

Answer : 

You say in your statement that you want a higher price 

l evel , but I didn ' t get any definite imnression of 

what you plan to do about it. Oan you tell us what 

new steps you have in mind? 

The nroblem i s bei.ng attacked on a good many fronts. 

~ny elements in our recovery program have already 

been dir ected toward a bet ter balance of prices . The 

new farm bill will help and so will the new housing 

ur ogram wh en it gets well under way, Our expanding 

relief program is also helpful. And so are the unem­

oloyment benet! ts now being :pal d . 

Quest i on 2 : 

A.'lsrer: 

Does thi s mean you are launching on a policy of 

inflation? 

!<o. Our policy 1s to help restore balance in the 

price structure , 

~uest ion 3: 

Answer: 

Does that mean that we may expect some monetary action, 

such as another devaluati on of the dollar? 

No. 

153 
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~eetton ~: 
Does that mean that you will dester111~e more goldt 

Answer: 
If oond1tions warrant i t, the Treasury wil l not hesitate 

t o take appropriate action. 

~;estion 5: 

Answer: 

Do you expect anything in the ored1t field? 

we expect to continue to ma1nta1n eaey credit cond1t1ons. 

The pol1c1es of t he Treasury and t he Federal ReserYe 

Board are def1n1tely along that line. 

~est1on 6: 

Answer: 

How oan anyb ody tell whether a price is too high or too 

low? 

There is no simple formula. T~ere are a variety of 

fac tors which would have to be taken i nto account before 

it could be determined Whether the nrice of a commodity 

was too high or too low. Among these factors are t he 

relationshi p of selling pri oe t o t he cost of t he prod­

uct; the effect of t he g1ven price on t he demand tor 

t he commodity and the volume of output; the volume of 

output in relation to t he capacity of t he industry , eto. 
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Question 7: 
faa the recent gold move taken 1n order to increase pr1ceet. 

Answer: 
That was one of the oons1derat1ons that led to that dscision, 

Queet1on 8: 

Doss this mean a commodity dollart 

Answer: 

What 's t hat? 

Question 10 : 

Anner: 

I s there any chance of your going back to the gold 

policy of 1933 in order t o raise priceet 

I presume you are referring to the gold purchase policy 

of that time and to the devaluation of the dollar. The 

situation in 1933 was entirely different from what 1t 1s 

today. 'll'e were only Just emerging from t he greatest 

depression in our history. The problems facing us were 

much greater in scope and seriousness than those facing 

us now and therefore demanded much more drastic action, 

It is no small tribute to this Administration that the 

situation now is so little comparable with the situation 

then, 
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Q,uest1on 11: 

Answer: 

Some people are eaying that your etatement about prioee 

in Al>r1l o:C last year caused the reoeesion. Can you 

comment on thatt 

It seems to me that ie a good deal like saying that the 

man who warne you to slow down at the curve is responsible 

1t you get hurt. I think prioe dislocations bad a good 

deal to do with the recession. The maladjustments bad 

been developing :Cor some time before I issued my warning 

that some prices were going too high. Some excessively 

high prices choked ott buying and reacted on competitive 

prices , forcing them down. The real question ie whether 

the warning should not have been made even sooner. 

~est1on 12: 

Answer: 

Ooee this mean that you are aiming at a 1926 price levelt 

I t is not a question o:C any particular yea.r . We are 

seeking a balanced relationship among different groupe 

ot prices which will promote :Cull employment. There­

tore , the restoration o:C the price level to that o:C any 

't ,:r:~evi~us year is not the e1gnit1cant thing. 
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' uest 1on 13: 

Answer: 

Do :you think that an:y wages are too hight 

I t 1s possible t hat in particular industries some wages, 

like some commodit:y prices, are too high. Well managed 

labor organizations recognize that t here are limits to 

what industr:y can pay Without spoiling t he opportuni t ies 

tor employment. 

But I want to stress my conviction t hat economies 

should be sought only as a last resor t through wage rates. 

I want to emphasize that wage rates and labor costs are 

not synonymous. A man may cut wages and, in eo doing , so 

af fect the morale of hie workers as t o lower efficiency 

an<\ r aise labor costs. The r evers e i s also true . By 

increasing hie wBge rate s many an employer has 1noreaeed 

the efficiency of his workers and lowered labor coste. 

7he f irst place to look for reduct i ons of labor cost is 

i n connection Wi t h t hose practioes of labor or management 

that lower t h e efficiency of workers. Only as a last 

resort should we risk the destruction of purchasing power 

through wage decreases. 

·I favor all efforts to stabilize employment that 

Will make it possible to reduce the costly insurance of 

a high hourly rate on a small number of hours of irregular 

work, and substitute assured Jobs that Will produce a 

much higher annual incolll8. 
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¢uestton 1~: 

Answer: 

You have said that prices rose too f ast last spring. 

Ol d wages rise too fast at t hat time' 

There were very few wage increases from 193~ unt i l 

October 1936. I n the next nine mont hs average hourly 

earnings in manufacturi ng industries rose from about 

57 cents to about 65 cents. We know that many firms were 

1n a positi on to increase wage rates 1n 1935 and 1936. I 

do not think i t was healthy for business to have so long 

?QStponed wage i ncr eases that they had to absorb in a 

single lump of thie size. 

I noti ce that during downswings people speak of the 

need for flexi ble wages and feel that wages should fall . 

During recovery they s eem to f orget that wages should 

nlso be flexible and should rise. They delay wage 

i ncr eases t o the last possi ble moment, and t hen at the 

peak of a boom grant wage increases that are small when 

measured against current prof its but at the same time 

difficult to maintain when volume falls ott. If wage 

increases were not so long delayed but were made as 

business i mproved business managers would have a longer 

period of activitY i n which to adjust themselves to wage 

changes. 
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(.uest t on 15 : 

Ans,Ier: 

You have e~oken of coste that are too high. Do you 

mean that wages should fallt 

The real answer is t o be found in incr eased volume 

rather than in l ower wages. Deeoite the fact that earn­

in~& oer hour 1n manufacturing were 2~ percent h1~~er in 

1936 t han in 1932, labor coste per unit of output were 

only 6 percent higher. Th1e wae due in pa.rt to the fact 

that t he product ivity of labor i ncreased, but primarily 

was due to the tact that labor can be used far more 

sff1ciently in mass produotion indus tries when they 

operate at high volume. This is further demonstrated 

by t he fact that i n the l a st tive months, de:pite the 

fact that wages have not increased, shrinki ng volume 

fo rced up labo- coste per unit of output as much as 

t hey bad risen between 1932 and 1937· 

~uestl~n 9: 

Answer: 

Do you regard freight rates as being one of the prices 

t hat are too low? 

T!1A quest ion of increases in freight rates will have to 

be decided by the Interstate Commerce Commission which 

16 at present ~ prepari ng a decision on the matter. 
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~esdon 161 

I s the price policy or the Guffey Coal Commission con-

sistent with the polioy Whioh you are now announcingt 

As a matter or fact, prices of ooal are not high ei ther 

when viewed historically or when viewed by t he records 

ot t he industry. Cut- throat oompetition has always 

dominated t his industry, and has made it impossible tor 

the industry to pay de cent wages and give a pro!i t to 

the investors in the industry. 

lGQ 

The very nature of t he bituminous coal industry 

makes it possi ble to out losses by sel ling below cost, 

as contrasted with shutting down a mine entirely. Ac­

cordingly, t h e Adminietration1 s policy has been d1reoted 

t oward bringi ng about some measure of stabili ty in the 

industry by eliminating out-throat oompetiti on that 

arises f rom t he phYsical nature of the industry. 

' uestion 171 

Ans wer : 

How about loans to small industriest • 

Even before the small business conference held two weekt 

ago recommended act ion i n this field , I had appointed a 

special committee to etudy this problem. That committee 

is composed of representatives of the appr opriate agencies. 

After it has completed a study or t he problem we will 
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t~en see bow we can put its reccmmendatione into action, 

In the meantime, if private credit agencies can expand 

their facilitiee to take care or t he neede or small 

business men, i t will make it l ees necessary tor the 

Government to take additional action, 

~est1on lg: 

Answer: 

Could the Government have done anything more than i t did 

1.1 year ago to prevent the speculative boom in prices 

through the regulation or Government purchaeeet · 

T~e Treasury i s now working on this problem. We reel 

t hat it is possible to withhold more purchases in peri ods 

ot high prices than we have in t he past. We should plan 

our purchases 80 t hat tha goode we buy, ineorar a8 

possible, will be manufactured during what would other­

wise be slack periods of product i on. 

An example or bow i ll- timed government purchases can 

contribute to disparity in t he price structure is the 

wool purchases or the War Department early last spring. 

By plaolng large orders tor woolen products at a time 

when t he industry was worki ng near capacity levels, 

the Army entered into the market 1n competition with 

private buyers and was an effective !actor 1n f orcing up 

t he price of certain types or raw wool by as much ae 

20 percent, 
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·;:111 tile operations of tl:e ner1 f arm bill be consistent 

· ith this price policy? 

Ff<!'l•l prices are e;laring e xamples of prices that are now 

too low . The far m bill provides mPI>nS for preventing 

extrc r::e declines in farm prices and for lllllintaining 

·ncome of f e rmers in yea rs of excessive ly hi gh yields~ 

;.t tl•e sc.oe time by ce.rryi n g over excessive supplies 

f rom years of large crops to years of short crops it 

~: 111 tend to prevent such r Fpi d rises in farm price s 

due to short crops as occurred ln the winter of 1936-37 

r nd. which helped to build up t he s peculative enthusiasm 

at thE>.t t ime . 

·,al l the commodl ty loans unde r the fp.r m bill <:ork con­

trary to these price policies' 

Anerer : 

l!o . Those loans r:ill 'Je .nade onl.y r.hen fp.ro co= odi­

t ies pre unusual.ly l ow in rr1ce ~d high in supply. 

In :>eriods when crops c.re short, no loen s will be made. 

Ins tead part of th e stored supply in t he e ve r -nor me.l-

1;rane.ry will be released to prevent undue increa ses in 

prices. 

'62 

Regraded Unclassified



- 11 -

~u•atton 21: 
I s t he concept of legal f ormulat i on of t he parity 

AJlOIVe r : 

?rices of f a r m products c onsistent r·i th the develop­

ment of a dynami c balance between prices that you have 

been d.iscuesing'i 

Our f ar m policY has been wor k ing away from the i dea of 

f i xed parities f or indivi dual prices tor.ard t he idea 

of e. paritY 1n i ncome. Thc.t i s to say 1n a bale.nce 

be t ween the income of farmers as a group end of ot her 

urod.ucere a s a group . The pr ovisions of the pres ent 

·c i ll constitute only a step in t ht- t direction. 

Q.ueaticn 22: 

Ar e a ll f arm prices too low? 

Anan-er : 

163 

::o t here ar e a few si t UA t i ona where specie.l bargaining 

ar rangements have given li~ited. &rOUPS of f~ rmers pr ices 

in some markets that are out of line with other f arm 

products. In some cities milk pr ices, which were 

boosted a year or mor e a go because of short pastures 

end high feed pr i ces, have r emained at the same level 

eince. There is no more Jus tificati on for monopoly 

prac t i ce s by farme r s tr~n by manufacturers. 
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(l)lee t 1on 231 

r.ow 1s your price policy going to affect our export 

Answer : 

mn rket? 

I t i s bound to improve it. Foreign trade always im­

pl'Oves when business activity improves. Any measure 

which helps bring about recovery in the United States 

also helps to bring about world recovery and serves to 

i ncrease both our purcbt> ses f rom f oreign countries and 

our sales to forei gn countries. 
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rs1 .. 4' 

165 

Ko. Our pollo:r with rsopoot \o oupr 1o alr .. a:r tull:r ototo4 

1D tbo Sllpr Aot ot 19S'7, aa4 tbaro 11 oo rouoo.tor oba&ioa 

that pollc:r. 
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. 160 

CORRESPONDENCE 

eo~noaru.L FILII'!'-----

r.. w, Inolte 

D ATIL _ _lebl'Q&U 17 I l_i!lo 

S UBJI!CT: !ILIPHOI!_ OOIVIRS.triON WITH 

___ B.Uit OF IIOLJJD. 

I calle4 llr. Bolton at lOa•e a. •· fh1qe were quiet 

toda:t 1n ~rope and there wae no nideooe ot cone1steot .. 111ns 

of the dollar at the lnel reache4 y .. terd&To Our1ns the lut r .. 

dars t he selling had COlle troa a hand1'Ul of b1c people who had 

definitely deterained to c•t out of their doollare and to conYert 

tb• into SWiu franc, cold and sterling. I aeotioned that •• 

definitely lmaw that EOoase ot the 'alropean ceotral banll:e (8wedeo) 

were also eonYertinc some of their dollar balance• into cold. 

Generally speall:1ng, llr. Bolton eaid, llr. llol'Jeothau' a annoWic•en\ 

l u t llonday had baeo taken rather philosophically by the exahanse 

Onleu econoaicall:r tha situation 1n the United Stetu 

worse and politically t h e adll1n1 strat1on and bullineu 

apart, turther liquidation of the doller holdinge 

by torei gnere at t hia laYel ••• not expected. 

o .. and tor cold 1n the London llarll:et hid belll lllbdantiel 

the !Wid had turniahed oYer tl,ooo,ooo ot cold, that ia 

practically t h a 'llbole • oWit ot the 414 bars dealt 1n. On the 

other hand it had gained £1,2150,000 of J!uuian cold which had 

Thia had beeo the fi rst ehipaant 

&inca lr.st Kay and would probably pro•• to be an isohted trane-

At leut there were no 1nd1aat1ona ot Ill)' 110ra cold OD 

or eDT turther lhipaenh C<llltllllpleted by luuia. !he boud­

lnc ot cold 1n LondoD wae def1n1tel.y on the 1norea .. and thq 

ttcure that u ..o••• ~ a'boc\ aa,ooo,ooo a • .-. th1a ... , ot 
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oourae, purely e gueu, deductively arriTed at. The highest eat1•ete 

ot gold now hoarded in London waa from tuo, ooo,ooo t o U20,ooo,ooo. 

I stated t he fact t hat two weeks qo he had mentioned a higher 

ficgre but h e thought thet was en oYer estimate on his part end t hat 

the lateat ficurea were likely to be fairly accur ate. I asked 

whether Belgilllll waa loaing gold as ~ r esult of the higher gold price 

in London but Kr. Bolten replied thet eo tar they bed meneged t o 

keep the London price Just bel ow. the gold import point from Belgillll 

in 1pite of the h eavy demand f o r gold i n London . 

In France the ai tuat1on was unchang ad. The frooc ht·d been 

weak yesterday but firmer today. Over e period Carriguel had lost 

steadily probably at the r e te of &bout £500 1 000 c day. The little 

retucee capital t hat was still going out of France went pri•crily 

into gold. 

We diaeusaed br iefly capt tel movocenta end I mentioned 

that t he outwerd flow from here continues &nd had now ref.chell about 

teoo,ooo, ooo s ince the f i rst week in October. 
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FEDKRAL RUERVIr BANK 

M N EW YORK 
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CORRESPONDENCE DATE reb !'\Ia~ 17 I 18M. 

OOif1DPllri1L nLU ___ _ 

L. r. Knoke 

SUBJECT• !I!LIPBOII COil~IOI Jolftl 

__f!IIISJ .A!IOUL BP!t II ZORICJI~ 

I celled llr. lcbnort at UalO todq. I retened t o h11 

of yeeterdey adn ainc t hat we would recei·u ror t heir 

l?tc1 nl account t t>7ll1000 nlue Februa1'7 li and aalced 'lltlether t hat wu 

t' be converted i n t o cold. JUs r eply waa i n the att irmr t he, wber~ 

• 
apon 1 poi nted out tbet in 10 oeordonoe •1 t h our arrancement t h t11 l!hould 

ha" u dt the re~ueet tor conYera1on b)' cable et u:ultanaou aly wttb 

their advice t or ua to rece1Ye. Kr. Sobnort SUG~; e ated t htt I take 

h1s r equest over t be telephone, which he 110ul d aub1equent1y confi rm 

We bn e now rece1 ved tlle cont1mat1on (Ban~.}lecdOnah 

Eu1uo ceble Ill). 

lie spoke or the 1/4$ cbnaa 11h1cb he tho~~~;ht aade operat111f 

R ~• Yo:-i: vary expenaiYe sr tranuotionl! ra,., into lora• 1'1«Urea. 

I told hi m that tbh 1/4$ wu e treuurr charaa and thet oot hinr 

about 1t 11b1eh h e aa•ed to realtae. I inquired 

about today ' s tor.Scn exohanre 11al'ket and be replied the t after 

hertng 1nt enaned ynterday t or the t1rat t1ae 1o a i'Jl1' weelca 

l'urthcr 1ntenent1on today h .. d beooae unneonaa1'7 u the doller 

b•d turned tin~er. I etated t l>at it at any t1e a 1n the future he 

••nt.ad t o &1Ye an order to Jew t ol'lt to 'be 1n roroe atter tbe 

~ropern aarketa were closed, •• would be happy to reoeive hia 

llr. lebaort thanked ••• 
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~ee~ing Pt the White House Feb . l?th 

(Dictated Feb~ry 18 , 1938) 

When t he g r oup of us walked in to see t r-e Presi­
dtr.t :lf' Sterday he g reeted us a.o follo\vs : ' Wel l , this is a 
nP"' :tl:~ of m'letinG to ta..'<e place in my office . This 
see ,s : o be a case .vher e the pupils o.re p,:oinr; to tell 
To ·•c .. e r .' 

After leaving the meet1 nr, Dr. Lubin s o.id that 
.. e ;: s1<~crcd what we had acconplished Yli t h the President 
•r.r •ueolutely revol~tionary in Govern~ent o rocedur e , as 
::.1s .. n s tile first tice he kne'7 of four Departments gettins 
:o r .c::o, < :;ree1r.g on a pr ogr atl and t hen pr esent1r.g i t t o 
c .. ~ President . 

:::t took t.\e President sot.et1oe to -·ar::~ uo to 
~~~ 1 r.· us lve him tt.is oro;ra~ . HP seened t o resent it . 

169 
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TREASURY DEPARTMENT 

INTa,,. O~P'ICC COMMU NICATION 

• ••• l'ebru.ary 17 , 19:58 

TO 
The Seoreta.ry 

!11'. Taylor 
(Memo. or two dayo• activitiee ) 

Yeeterday when the l'rench P1nancial Attache called he bed in mind 

'"~ thinge; one, renewed rumors originating on t he other aide r&fPS.rding tbe 

poso1b111ty or turtber daralu&tion or the dollar, and two, tbe manner in 

•hicb tbe desterilization announcement woul d effect the Treasury ' s stat ement , 

w1th part i cular reference as to whether ell transactions will immedia\ el y 

be retleoted as individual iteme, or wbatber the Stabilization l'und would 

still intervene on occasion, A.fter g1 Tl.ng him t he ob•ioua answer t o the 

rt rst :tUUtion, I told him thet .. hareaa in general the indhidual ltema 

would oake their appearance regularl y, that t hat did not necessaril y mean 

that the Stabilization l'und would be completely i nactive , or thet on 

oeoasion we might not find it deai reble to handle certain 1\e:o.e throush 

the ?und eo that the final moYenents would have the indicated ettect, 

but that it would not be alweye poesible to follow the day to day mo• emanta 

by watchinl! t he i te1'lll on the Treasury Statement, As you know, Archla 

baa had several similar ~ueationa from the Federal Reeerve Bank in New York 

as well ea rrom other people, and the ansWer which I gave Beaulieu conto,... 

to his and my underatending or the answer t hot 70U s ua to a similar ~ueotion 

In your Prass Conference today, ao well ea bow we both think tho matter 

shoul d be handled , 

The moet hoportant other buai ne aa orp and this aoorn1ng •• tbe 

~ueat1on or opening up t be R.?.C. and the poaeib1l1ty or broadening i ta 
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po•era ao a• to take caM of ~ a deli \lonal t7J)41• of aelt­

l1 <!U1c!a t1ng projeots which Jlig)lt pron to be c!uirable. I gatherd 

from TIJY connraation with J"u .. J"onaa that the President telt that 

1t 1a daairable to make th1a mo~• · I ahara thia point of ~ew 

and teal that the mona alreac!y taken co11lb1nad nth thil mon will 

ro11lo~• a major portion of t he deflationarr paycbolOSJ abich now 

exiata. I also belie.,. that opening u p t he R.f.C , will t oreatall 

a -reat many other suueat1ona whlob would llll&n new ~enc1ea, naw 

act1~tlee, etc. 

17: 
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~cerpt from Ur . Ol i phant ' s memo of Febr uar y 17, l 9J8 

t o the Secretary : 

K 0 'GJ;liZATI ON 

Genesee Val l ey Gas Company , Inc . Mr . Landis, attorney 
•,r t·Hl debtor , and Mr . Kline, attorney f o r the f i rst lien 
b>nd~told~rs, are consi derin& the t entative plan of r eor g&niza­
Uon whi ch was submi t ted t o them a t t he meeting at the SEC 
1 s t Frldt.:t and are to let the SEC knoll their r eactions to it . 
<•• t .e Jleo:..nti!!le :Jr . Smith of tne SEC i s sending :.lr . t.laltbie of 
t •. e .le··· York State Public Se r vice Commission a copy of the 
'~~p~sea plan and will get his c r iticisms and suggesti ons of 
~t over t he telephone . 
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~onnet called on oe. 

Yt>B • 

rAoru~ry 1? , 1938 . 
12 : ~9 ;> . 1:1. 

173 

S~id he had J uEt come from LOndon today . 

Yes . 
!:arlier in t he r:cc!~ , he saiO he and h i e Ambl\s&e.dor 
over there, had t.P.l~~ed v:i th your opp-:~s ~ t e number 

YeG. 

In the ;:>resence or ?hilUpll c.nC. ·.7aleY . 

Yee. 
7h<'Y had inter~stcd those three in the i dea of 
opening up sooe tripartite converac.tton. The da;t 
aft er he sot here , he tallted •:1 tl\ l.!erchanc.au . 

Yec . 
J.nd he sai d thnt. onlY t:nrchan<1.!'.'l, Chautem.,s and 
OeblllE know of t hi s matter . 

But the Bank of rrc.nce and the rest are not . 

Uh- huil . 

!:or !.:!U"chandeau wants a secret conversation -:;1 th 
us tonorro":~ afternoon at five o ' clock to place the 
qutos t l on c.~ to r;hether we woul1 be i nterPst.e:i in 
tripartite conversat ion on t his propositi on ":~aicb 
they have in o lnd . 

\"/ell, what's t he pro;,..?cition? 

l"!oll, thi s l.c ae much as 
woulC. ::;1ve to me . 

Uh- huh. 
That i s t het i t would be a posEibil1tY "J! stu~ytns 
the stab1lizetton of each of the t.hree ·countries 
in some t nternc.tionel moves. Thi s would be a 
counter ~ove tow~<rd btoppins rrancc rro~ poseiblY 
go1ns into exobanec control. ~e ~iin't put 1t up 
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Yes. 

And I mean I' 1n n:>t aeking you, of course, for any 
dec1s1on n~~. but I d i d want to r P.,ort hiE vltlt 
and the fact t hat t hey'd naked me to come over at 
f 1 ve o ' clock tomort·o~' eveni ng , to ,:.•.lt somethi ng 
up to us. 

V!oll, it ' ~: e ll rteht. You can go and lHten. I 
s~ go P.nd lis tc_en . ... 
Yes . I Jus t wanted to 1~t you kno~ bec~UE~ I was 
a!'ra1d you c:!.::;ht be leavi~ t o\'11'1 tooorrow afternoon. 

I em. 
11 ell, then I'll report back, whatever 1s done. 

I'~ ~olng to l eave with the Fresi~~nt, tomorr~w 
afternoon. We 're go1ne; up to the country. 

Good . 

.a.nd I v:ould go and -

I can ha\·e the AmbP.ssador alto present, 1f dectrable 
from our side . 

VThnt '£ that? 
I say , ~on1que said t.h~t they would like t o r~ve 
Eullltt also ,>re:;cnt tooorrc-: afternoon, if 1t i e 
des~rcble fro~ :>ur side. 

Oh, no, I - '9'lllitt - of course the J,J:lbassador, but 
I don't - franklY, don't lik~ to have anythinc to 
do tha t ~onique 10 back :>f-and I don't core if the 
French are !iet cnin8 on this phone, and t hey ~ight 
Jus t &S well hear it. 

TJ1at • s Just it. That ' s why I called you before 
I've taken it up with the .1\14baesador. :le ' s up at 
the house. -you could have llere, but 
I'm suspicious of the whole thing. 
~ell you can t ell the ~baesador of the conversa tion. 

Yes • 
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Tell hio ~hat I said and I woul~n ' t d1gn1!y it by 
having the Ambassador go. 

175 

~lnt ' s J u£t it. It C£.~cs 1t purely c! fic1al and 
i t draws more attention and mi ght be more embarrassing 
to hie i n the long run. 

And as I say , I •m taki ng 1t !or e;ranted that the 
~rench are listening to this conver eation. 

Good. All right. 

And I wouldn 't die;n1fy it. ~!o. 
ab 'ut this already, and I can' t 
t han that. 

I know someth1n8 
e~y anything more 

That ' s what - I had an i dea thot you might, but I 
wanted to g et it r1eht ~or~co, ~hat little ~e l et 
out to:) me. 

\'/ell, you can go and 11oten en'\ I ' <1 report lt in 
1\ cp.bl c . 

Report it i n a cable. 

Yes. 

Fine . 

And - j ust a minute . Archie Lochhead will be here. 

Archie will be ~~re SaturdaY. You get off a cable 
~r~~ ni~~t and he ' ll have 1t the !1rst thing 
Sat.~I\Y oorn!.ng. 
,.,od . All right. I' l1 <l . ., 1 t t hat way, b11t I J uc t. 
y:~ted to l et you !mow •·:h~t h.'\d come u:' . 

Well, I ' J~ not ao.l.ne to get in o. l ather e'oout this . 

•.•re 11, I hadn • t yet , but I wan ted you to know· 
HellO. we 11, r • m clad to know and - J ue t a m.l.nute . 

Hello . 

J•.tst wait e. cl..nut e . 

Good . 
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Well we'll slt end wal t and see what happens. 

c~od . All r i ght. I 'll s et ott ~ telegram a.t t er 
I cooe ba ck . 

176 

And - you see - I wi sh you would t el l t he Ambassador 
and e~ple1n t o hi m ho~ I ! eel abou t i t . 

SurelY . 

See? 

All r lght . 

And - you know - I can be reached 1n t he count.ry , but 
I think t his th1rs, put i t 1n e cabl e r-~d I'll get 
1 t Spt urday o~rnlng . 

Yes . 

See? 

Fine . 

!'av e you got i t? 

Yec , absol utelY. 

All right, t hen. 

Fi ne . It' s quit e h~re today , no exci tement . 

Qood . All r i ght. 

Al l r i e-'1t , el r. 

(}n?'\bye. 

Goodbye . 
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Stcret: r y o f St~ te , 

'''lsh t n&t on . 

?.57 1 F ebru~y 17 , 6 p . m. 

?l~o· COC!Ill • .tl . 

GR .. Y 

Paris 

Dnted Febru~ry 17 , 1938 

Rtc ' d ~ :q2 p . m. 

177 

P:lr1s Exoll'mgE n'>.rkE t EXC eptionolly qui et . ;,ftEr r nte 

opened at 152 .85 c0ntrol 3~ve some sterl i n g at 95 , 153 . 05 , 

10 nnd ?.0 . t.: ~.rlCE t dr opped of 1ts o•"n self end SociEt E 

O tntr~lt C'\~; E in EvidEntly b\lyine; ottrl1ng for thE control o.t 

8!? . Bonk of i"r ~nct statE~ltnt 'lS of Ftbru•.r y 10 s howed n o 

ch•nt::£3 in .:;old or in advances to Government. Rcntcs nnd 

:h•rr::: '"!<Wi ng ~nly slight ly. Opera tors at:a i t i ng devElop-

tnt~ in 1ntcrn~ tionnl polit ics and Fr£nch l abor l t g1slnt1on, 

BULLITl' 

s;:s :CSB 
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SECrEtary of StatE, 

\Yashington . 

141 , February 171 7 p . m. 

PLAIN 

London 

DatEd February 171 1938 

Rtc 1d 3:35 p . m. 

FOR TREASURY FROM BUTTER~ORTH . 

On£ . '.'fh!l t tl:£ amount of buaintss donE on thE 

dollar- st trll.ng ExchangE has not bEEn largE thE 

numbEr of nervous inquiriEs about thE dollar which 

hav t bEEn rECEiVEd by all typES of city financial 

housEs from thEir continental associatEs bas bEEn 

vEry largE . ThErE is as yet no corresponding 

nErvousness hErE for thE City understands on thE onE 

hand that thE flexibility betwEEn two rather widE 

gold points comEs into thE dollar- pound rate and on 

the other is not disposEd to countenance scare 

to thE Effect that tht slump in AmErica will reach 

such proportions that a furthEr devaluation will bE 

found to bE thE EasiEst way out . But it is also t ruE 

that thE continent doEs not show in thE course of its 

inquiriEs any sense of confidencE in thE stabili ty of 

st t~l ing . In fact an apprEhEnsion of currEnciES stEm 

Gold sovereigns and eagles conti nuE to bE to b t growing. 

178 
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2-#141 , From London, Fcb , l7, 7p ,m. 

bE in dEmand by t he continent and today's gold 

ri~ing was thE largest s ince thE gold scarE of 

last June . 

Two . Th t 98, 000, 000 pounds of Extra n et imports 

which i ncrEasEd thE adverse bal ance of YiSlblE trade 

las t year t o 443,000, 000~pounds wErt offsEt according 

to tht Po<t.·d of Trade 1 s calculations published t oday 

by an i ncrcesE of no lEs~ than G4, 000, 000 pounds 

1n invi s iblE exports - thE net income from shipping 

. 70 

.!. " 

serv icEs , ovErs : a invEstments and bankers ' commissions. 

ThE nEt ~ ~•Erioration i n tht final balance or current 

payments on thE prEvious year is thus limi tEd t o 

34 , 000, 000 pounds and the actual s i z e of thE adverse 

balance - th£ defici t for 1936 being 18, 000, 000 

pounds - is 52 , 0001 000 . ThE increase of 45, 000, 000 

~ounds i n shipping income accounts for over 7~ of the 

total " i nvisible" gain; and the ESt imatE of t hE final 

deficit stands or falls by tht Board's as sessment of 

the effect or thE rise in freights . Furthermore 

I am rEliably informEd that every effort was made by 

th£ Board to minimize thE advera e balancE. Even so 

the deficit which is the l a r gest s i nce the 51 , 000, 000 pounds 
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3-#141 , From London , Feb . l7, 7p .m. 

pounds of 1932 and t hE 104, 000, 000 pounds of 1931 

sufficiEntly illustr at es the strain whi ch t hE 

rEarmamEnt progr am is placing on thE financial 

system in the shapE of large imports of raw 

materials . 

JOHNSON 

sr.:s 

1"C _ u 
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~ .::.Jr: 

liello. 

secre tary ~/Ill lace . 

TilM k yc•J. 

iiello. 

Hello. 

P<.?llo, Henry . 

y~s . 

February 17, 1~~. 
5 ::!.5 ,).Ill, 

~ell I felt so good. ! r.anted to ch~~. th~t was 
all. 

''/ell, m,y gosh, I reel J us t ac !:POd ae yo:.t d.? . 

Lubin said he thoueht th~t was a revolutiona ry pro­
cedure in the Gove rnment , ol.nce v1e 1 ve com~> to town. 

r l aughs) 

I did.n It )'.now \vhP t wao e o ing 1.0 l-t?z:>pen .,hen t he -
sft.'?r the way t.he Preeir\en t e;re!"te<t us, but he 
walked u:- . 
Yes, I don't r.now Jur t ~hen t he trans1t.1o~ too~ 
place , but i t -

It took place, but I' m co ilr::>PY for t he country's 
sake. I -

T,lat' s exactlY - t.het. ' ll exact.lY t.he point . 

And I ' v e got to a point t.hct I think what' s good for 
the c ountry 1a - well it can 't 'oe exaggerated, o.nd 
e. coup l e more clarU'y1n5 carefullY pre,>ared s tatements 
l1l~e t h i s , we oan oho.nge t.h e whole P.sycholoe.Y . 

17e • ve - we've got ell the m11terials to do it , Henry, 
pnd we're - we're - ! t h i nk morallY culpibl e , if 

r.e don 't do 1t. 

Well I think we ~rc, end I think it' s the t.h1ng t o 
do 1s first to s~ent it out amongs t ourselves an~ 
then present i t to h i m. 
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Now thie - t hi s stu!! t hat Eccles i s wor ltlll8 on 
cu~poee ~e h9ndle that i n t he aame way ~nd l et you 
t~~o t he chai~~ship =r t hat,when t he time comee . 

Well I'd be more than pleased to, 1! I've got the 
physical abilities t hat ' o le!t o 

Yeo . 

Right now, I'm shot, but four nay a fro:~ now m!l.ybo 

wen, I - I think that - well as a mP.ttgr of fRe t , 
I don' t think we ought to tackle h i m again along 
t h is seme line, for about t wo weekc ~~~ay. 

',1e l'!. I think tha t t h1c - with tb!:: :t::nr, I thi nk 
che ' ll roll. 

Yes . 

And I think th~t whPn they once ge t ac1~~e tha t we 
can't ~ut t~o ~~d a hnl f mi llion ~eople to ~~rk, 
that'll he the next thing, and I thi~~ y~u should 
say somethi~ when the un- ~1hen the two hundred 
and f!~ty ::~1ll1on dolll'r b1ll !Jaeses . I thi nk you 
ehould sey something then. 

Yea . 

You know. 

Yec. 

And that would be next week, and thPt would be the 
next st atement I would say, ot! hand, f?r next 
week, wouldn't you1 r or t he passage of this un­
employmen~ 0111 . 

Yes. 

And - but I want to thank you tor all the help 
because I really think it' s a milestone . 

\Yell ens - any time there ' s~:. chance to r allY around 
something l i ke thi s , why I'm delighted at anythill8 
I can possibly - I can d?. 

Yes. And - well, I f e el so ouch better. eoodnteht. 

Zeke 1s clearing w!th ~ecton ~n th!!.t ~ther ~~1nt. 
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Fi ne . ':.'ell Gast-on - ! t h i nk he 1 e st. ill over th!!r e 
w1 th s t. e•1e r:::.,..l,.v as f :.r aa I know. 

I see. 

That- 1 6 where he 1s . 

You - it. 1 c your - 1.f you v:o.nt 

l!o. 

Erins i t. 1n to you . 

Oh, well, nll right, but 1! be g ives 1t to ~crbert , 
1 t 1 s all right . The reason 1 took ~erbert over 
there, you cec he '~ ~~ ol1 shoe and he f1t a 
t.hc President likes nim and it maKes i t ees1er, 
you eee? 

Sure. 

YeG . v:ell thank you ao much. 

All right, Henry . 

Goodby e . 
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February 18, 19)8. 

To: 11ra. ltlots 

Froa• llr. White 

Attached is a copy of Agenda for discussion 
at conferences attended by Secretary Wallace and 
ur. E~ekiel or the Department of Aericulture, Attorney 
General Cumr.'.inga, Chainnan Eccles and l.lr. Currie of 
tho Federal Reserve Doard, l4r . LUbin of the Department 
or Labor, llr , Tay.l.or and 1Jr , 'lihi te of the Trell5ury. 

At the meeting on Tuesday, Februgy ~only 
socoe of the topics were touched upon and th~ 
brieflY• The discussion Wll5 largelY confined to the 
general prob.l.em 115 to the current state of businsss , 
the .1.1lte.L1hood of an upturn 1n the spring, and the 
merits of preparing a program for action. 

The Secretary wished to have a copy of this 
Agencla to take with biiO over the week-end. 

Tho items listed are not , of course, recOI!'Ill!nda­
t1ons agreed upon, but mere.l.y topics to be discussed. 
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•'n• - ~uppleJ"entary action t<> • et aet11~l •onr true tion ~tarted 
o~:!'\ lM'tTO vol urce . 

·'1 "''" - r ,ta•ll•h a federal eq•>l o"'ent cnrr>oration to l)rovide 
• r,.,.~ t l"Qrtttr.-,tion of eGltif.!1cn t. c t')net.ruotion , plufll ot her r.ca~ure!' 
• re•r·nni>c and rehabilitate a • rec~"~endod hy specl>l ~ailway 

,. . • ';.,..o . 

,,., .. ,. ... •t"et.r - E rt..a~li!'h a 7e<fcral 7oll J.utl-.,.,rit,. to #'inance 
-- · '1 te-ll facilities ·.-there needed an<! : ·•· •ui.ed ; inel~m<; 
\ ... 4 ,.~, t mnel~ (urbcn and ·.:n~er r1 v"!r!") 1 roa~fl1 etc. 

•I'I ... ~Pr··:t•;4,..n .., .. t.ur..en resnurccr - T!":'lH4t.a " ~r:xad nro-ra"'=l or 
... :-•· • ... t""":tr-erve ar.d rehabilitate l1u."'t8n re:ourccs o~ faMers, 

"n"'':" .. , •1r.e-':"J1" cd, anC t_...e ,.,encrat ~·tl-11e . 

,..,..t:\1 '"ecPr~t,r to ,,,r!. -rore rap1tily l •, rr,eed"nr up and lihera­
• :- ' ~ ... ""-D'""'t'nt.El 1mdcr old- a:re and r:Jepcndency !>r"·ti!'i~n:-: • 

.. , "'n'1 f • !, • pro?rarr to cheer. i h"' t1ecl t no end t.Q t'; 11 in tl-e ITilpft 

'm'"~n "~f"tn~l rlilibUr!"eN':nts ttnder the nthcr pro,.ra~~ "'9t f'tlllj 

·m"*c'" ·.•:n\ o 

~tlnn j~ ~eeded to provi de a~causto cre~it no~ and late r on 
,.."" . • ... ) ""r f'u~,Jre }'\,lS"inef'!" evp.an!'licn, "t.~r '"-llll C"'neerns and 
• .... ,.. li • '-v t.r.e rece!~.; '""" · T~.:..~ rrQbler" ~ • heinr cared r,r 
* o ("" ~1\r~r ro~" ~e-eral rpeci:tl ,.. .... -1t.~c"" , o(" - o .r . ru:.C o! 

o . .. . , ~f\ 1 '" '• on~..., refe:-red t.o ,~ere . 

10) <! 
1. 
:' . 

L. 
'•. 
(, , 

1'10 
--1. 

2. 
J , 
4. 
5. 
6. 
7. 

•,.,r.rca-e . P .A. and '<ural ~-('~.J>l>ilitaLion 
Pr'>vi.de cu!>cidy to pr ivate !l"ur' n• and eYtend public >,ou:in.'l 
rtn"H•h r edcral ~silroa<l "'qllicent eor~or,~i"n and 'eeure 

o~:tt • .,r itv to l)urchase non-curru1attve ;>refe rred stock of 
railroad~ . ~~·in operations . 
:·:~ta~li rJI r.ederal l'oll Authority 
Increa~e health and ilospit~ expenditures 
l-end f ocial Sec ur i tl' Act , 

!ll..,ini•h . P.A. 
t1~in1Fh .ul>sidy to private hnus1n~ 
Increa~e Equi~ent Cornor~ti~n ' ! ope~8t.ions 
~~·i n Federal :~u ~u~~ority ope~•tione 
Increa~e old-a.e and inva1id< t y pa;~ntE 
f' t.art educa!.ion "!rant e-q>endit.uree 
Increare health ar.<i horpital evpendituree. 
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Outline of Su.~geeted Pl-ogrn 

1 . ,P , I . labor to provide utili ties and roads on pu~lic pr operty 
a<l~acent to all new coMtruction. 

~. !nlnNte 1l , S.Hous1ng; speed up oper ations by suependine 1~ 
cM~~ibl>tion; authorize direct coMtructi on throu.~h rubsidiacy 
c~n~truction corporation (to include buildin" oreaniza~ion de­
\~loped by ~ . ~ . A .l; authorize use or avai labl e ~ .s .A . land 
Dnd .P.A. labor~-this corpor At ion. 

' (a) ~~tablish two or ~ore large-~cale conrtruction cor por ations 
.. ~ th Federal noney, to test practicability of reducing 
co~ts b7 "'""ss-pr oduct1on rethods in houdng 4bove the sub­
~idized lO'If-co:;+. type ; and/or 

3 (b) Provide a f ederal contribution (25 to SO'l) to .the capital 
or private construction corporo tinn~ to enr&!le in mass­
proouc;ti~n of !louses , on condition such cor po:-otions show: 

(l) 

(2) 

()) 

(4) 

They will linit the return on the Pr ivate capital 
to 81. 
They \'lill oper a•.e .ri th annusl-'NSf,e apreeMents f or part 
of their l abor , including at leant carpenter", or ick­
l ayers, and common lDbor . 
They rlll build con~inuously over a •uccessien or hour­
in~ units, planned 1n advance , 'or a rer iod of at least 

L<l c onthl' . 
0tner aopropriate orovir ione to inrure ~arE-production 
ptl.rchasin~ ar.d erecticm. 
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pr. i " a rleYible program. ItA projects are operated by 
'n"M-ne"'>Unt and , +.herefore , it does not need to delay to ad­
"or' l•n ""r hir!e and 8\'lard contr:cte l'eforc n\lttin~ men to wor k . 
'n -ro -nr.th, !loverMr 1"35, 'J'A put to work nearly 1 , 500,000 
....... ,., ,. . 

'~ J r ,.,.,.,r~tin~ :n,ooo reparate nrn.~eet~ ni"W . ""--e ry ""nth 
.. r "'" ~ Le"'e ... r..,.~ect.s aM Cf'r'""')et.er! and n,.. nner started . A 
1· • • Al'e n " '.J-'!cc oro~ect~ a,.e ~r thP t·'l)O that can 1-e cor:-

.. ; · ~ ,. r nrt ti.-::e or i =:t a lnn"' t i-e 1 ~epencH rw. ur-on h ew lon~ 
,. ·,.. !,.,.<~r:-r~ ':1' .,cep ·~r.e -,eoole n':.. work t)n ther . A co:-~iderable 
.. 1 c •· ,.I' ""r"~r~ ca:n ~ nut to ~"'rk s.l-o"'t i":"'edi~tel:r "'i..ni$h1Nt 
....... !'!•e.., .... r~."':"ct~ -9-heaC of sched•lle . 

r ~ r n"'·T e-pl"'t;;in~ e:t-out.. 21000100J ,ft'ITker~ • ith t he 
""r~.~"l!' r "~"·'~ ~'rrro1red and '."'ith new nrt"~ectF c""~r.in~ ir'l a t. tt.e prc!ent 
r"' , 1 '; Wt:t' 1·' 'e n")e:-ible to increare el"'"pll)yr.ent on -pA hy a l-out 
. ' " ,'"'0 , 1"~1-in• to'.al enployment 3,000,000, •:<ith1n a re:-iod ol' 
.-~ .. ·•"'al· .. t," t.• . .,.o I'T',?nth~ .. Thir 'NO'Jlrl r Prul.t, in on increare of ap-
' · • ' ~ • el;r 65 "'illion pe r "Onth over the r.r nPent rote of T.PA 

.•· i' t•J·~q tho~ i~ , ?lith a total orrpl O:/I"ICnt of J , OOO,OOO the 
:n •l' "o c !'lendi ng about 200 "'illion per ~nn~h . 'o't of t hi s, 

..... C"' ....... e , ,v,..JlC ""¢ di rectly to i ncrea.!"e C('m&u:r.erc' purc~.at: ! nP power . 

'",.,.: t ,..~ pe:-ce"'lt or ."Pit f'unrlt aro e,.:~nded on conrt.ruc t.inn 
....... '"'~~ . n.ro l-.:'\lance C'f?e~ int..o n""!'l-COnrtrncti">n ,7nrl: ~JCh 8$ t he 

· ·e• \ "'r ,.,. clf'lt.hi n- !'or ti.e ur:er"'!)lo;red , research WC"rk, the 
• c •.:e .. rr! art nro~a.-s , a.."ld into t'\t.her wt.ite-collar pro~ects . 

187 
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Outline or Slll'gested Progra"' 

lrl ,ne and Invalidism. 

) • ~~··snce the date or pBYl'ent to 1939 inetead of 1942. 

:> . ,., ~n,o formula result~ in increase ln avera<""e ber.efits 
rroc- 12 . 50 to Ql7. 50. 

? • ~,.,~de benefits for survivil\l' wid"'"' and <leperdent wives 
(50 oor cent supple ... ent) 

'r,. , •.wo, 1111(1 three wolll.d rP•ult in i nerae8ed e!'l'llnditures in 19J9 
o• 'rl)uM 250 rillion. 

I . !'II"'T"Cnt of invalidity pensi-:.nr . Thle woul rl call 'or &bi)Ut 
' 150 ~illion in 1930 . 

~,tnl u"\der Old A~e and In"1lidity ... 1.00 million. 
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"ut.liM of Su.l"'ested ProOT&m 

r· .-~~~!--~ . : rt.ablish a br oad pro-rllr' of "odoral eupport !or health 
and education. 

1. Tncrg•rod exoendi tures for nater nal , child and ~eneral nubl ic 
!rt1lth •ork Drovided for i n 'l'itle~ ~ and 6 of the ~ocial •e­
c•lrity ~ct Phould aJI'ount to a'-lut GO -rillion i n lOJO . 

:' . -e.;e,.al ""rants-in- aid to a~•bt ~<tates t o .,rovide c;eneral r-edi­
cd rgr'! to neec:; p<'Or and to other• unAI-le to obtain l"eCical 
e~re (ntho:"'lise self-!!U~taL'lill/l) . I..-odia~ ~:100 -illlon. 
"1•.•-.a~ 100 ~illi'>n to ,.150 ':li.llion. Thir •houlc te c,.,ndition•d 
on on co~:,l ,.,.. ~r.,_ •tate and local >O<Jies . 

~·n•r 1 an'.i 2 with •tate an'\ local 1<>)0-39 - lSO - '''50 ":tilli~n ; 
1~~?-'0 ~5r ~illion - ;350 nillion . 

' · ''nmit nl~ . I:eficiency or ho"pi'.al hed~ M'~ 400, 0"0 . H 3,000 
a hod this B!"ounts to ')1 , 200 ,000, 000. I n addition, special hos­
~1tnl• "or tho chronic Fick noed ,600 nillion ~orA . I n addit ion, 

250 million could l:>e spent on Motlernizat.i"n and needed out­
~tiont clinics. 

"I reAl l "T lfith ntate a nd local - '200 r illion. 
~--~•ned "TO"T~ 193~-)Q - '350 - ' L50 r i l linn; lOJO- LO - 450 - ' 550 

-•lli<>n. 
"<'c ·d a ... ove lOJS-:3<' - 200 - 250 rrillion 

10J<>-40 - 250 - JOO ~illhn 

·n~l""~~n~ intere~t in puhlic hel'lth indl c•ted b•• r~Did •pr~ad of 
... owo,:.1 ·• ··~lm\ ... ttr· ... ro,:p i.¢st.p)ial -4n£ura.nce rrott JOO ,OOO M - son~ in Aorll 
1 ·~ '• ~ -•111~n in Decerber 1°)7. 

""!.o "rbittory CO"~'""'ittee on -;;dueation, s,.t.er over a yesr' ~ ~tudy, 
-:'11 r~•"nl t i~s r eoort to the Pr~rident ahnrtly . It call" ~or a progr m,. 
o' 'no"e•rod fecleral aid to educati~n , l nr "oly t.lu'n\l"h "rant• to •tn.tee . 

, .. are rocor·~ended to ,tart at about 70 1'1illion nore in the 193'?-'•0 
., ·o,l :·~·r, Pod inc rea sin~ "l'aduall,y up to ohout 200 nilli ?n in the 
l' 11 - 1 S 'ircal \'C~r . 1'he~e carefully developed recO!"-end~hon" Ml.Pht 
. ' -•o,-red ar ~n ap•ropriate part or tho 1011,"- tiJ:le progr lil:l, althout:h 

1 "" 1 ... ---ti~~ - amitut.e is not "Jreat. 

• 

"""".rlUurer on ilea1th and education "Orovide incroand ~plo;;rent 
' n ••,..'ice occupations , contribute to ~ -lfare and pro;!uct~vity or the 
·c:r.r•l ou~lic yet do not i nvolve any co-:lCtition 7tith private ... us1ines1~· ,M 
• 'c,-~<l •ro,- th~ nnti'>nsl inteN~t a s a whole, they are truly self- lqu · t~ ... . 
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r'' . r;~nt'3rvo t1on or hunan resources . 

l) ';Ypand 'h>ral Rehabilitation work , to enlar~e ler.din,g 
oro~ram to 250 million a yenr . 

( ~) -rtahli ~h a parallel "iners ' Rehabllitation ftc:ir.ini•tra-
tl nn- -oY.J)ending up to o1 UioM a "f&Pr . 

()) l cth<'rize "",l' .A. to ertablbh I! ~peelal Eervice t o re­
''"ain ''-'>e"'PloYed workers for new ' ndul'tr ler , an<! to SU?­

""rt ·.~.m <Jurin- rueh retrainin,lt . 

(1.) A,. th~ri1e .. : .P.A . in cooperation with the l'ederal 'lceational 
'le!IDhllitatien !erviee, to expend !urviE :'or ph:rdcal re­
~~bilitPtion or uneoployed. 
(rperationc for hernia , etc . ) 

( 5) r~tahlish a broad program o! fede!·nl a11pport for health and 

educati on. 

• 
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February 18 , 1938 

This 1s a set of t he material we gave the Pres-
1:\or. t t!11s morning before his press conference and l'lh1ch 
he used. 

19: 
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FEBRUARY 1!, 1938 

SfATZW::N! READ !0 •nSPAPERWD WHO A'r'I'EIID !HE PRSSIDEII! '8 

c~Nrt:;l.E!ICE WI!H !HE PUll, I'IUDA.Y, P'EB~UARJ 1!: 

(Stateaeat 1a quotee) 

.. 

Thta a\ ate.en\ wae prepared a\ \ he Pr eatdeat•e request b7: 

RearJ •orgen\hau, Jr. 
SeoretUT ot t he TreaeurJ 

BearJ A. Wallaoe, 
Seore'-.rT ot Agr1oul"'" 

f'r&llooe Perkine, 
SeeretarJ ot Labor 

Marr1Der Eoclee, 
Chair-... ot tbe Board ot Gonrnore 

ot the Fe4eral RnerYe S7atea 

and eooaoale\a ot Tar1oal eDeuttTe, 4epartMata. 
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f h t• A~uatetraMoa hu ti'OII the boctaalJIC pvned a 

poUor dutped to Pl'lllate full nplo,..•t offtr ~ a.ad 

utert 111 reeO'IIl'oee, ~Rt ooeUa•• to 'Ill oar JI0110J', ~· 

pro~urth•e ooWII' of OlD' wortrere aad oar reeovo11, tf fullJ' 

aU H ted, O&JI n ronde aD4 •latala a aattoul taoo• fu abon 

&117 1Anle w baTe J'lt :reaehec!, 

Aa 111p0M4nt factor t ha t dltel'lltaes llt\ethlr we ehill 

t'rcce~ or be blooked tn our eac!ltll't'Gr to a ttR111 tull 111!>107-

aent ttnd 11 htgh leTil of lncoae h the beh11Ttor of prloee, 

In thla conaeotloa onr.M aU•ttoa _ _. be g1TIII to1 

(1) t he rel a tloae of t he J~r1oee of TArtou• grovp1 of 

coaaodttte• to 0110h Other: (2) t he rels tloa• between c..aodltJ' 

))l'1ce 1enh and the lenll of 41bt burde111 llD4 cone ; ()) the 

dlreoUoa and rate of IIOU .. IIt of t he general prlcl lnel. !o 

further t h ~4 obJeot1n t he A4a1n11t1'11Uoa hae, t herefore, 

111 H1 aaJ"1011lt11l"ll, llldultl'bl, aa4 ••tar)' 'PI"'IP"'al lleoee­

ur117 bela oonoel'lll4 bo\h with the rehUon of the prleu of 

gravp, of IJ)eclflo oo~1t1e• to eeoh other aD4 with the .... -

"lit of the gneral prtoe liTil , 

The H IIUI'el ftl])lOJ'I4 at .. , gtwea Uae to ~her tllh 

polter net nt tbl all4• of thn u... A ,...,. ap there •• 

croun~ foP ·-- that a too N J)l4 J'lee ta tbl '1!1'1eee of 

IOIIMt com!Odttle• •• eacoaractat; a 11)10'daUn booe. lhll'llll 

• 9 \ .!. .; 
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\bt put tl:K ••'he, oa 'he other h...S, the s-ra1 Pl"loe 

ltnl aad ta4aetl"1al ecthUJ haft beft 4ec11AJ.q. Oon!'IIMat 

poltaJ •1t be dlreoted to reftl"etac 'bte dafiaUoD&rJ tread, 

• a • 
'..J'-' 

Thl l doae aot ... . t hat ~11 prtoea 1hou1d ad..aoa, nor 

\!IP.t t he rhe ebo1114 lie rapt4. Pr1oea ot dU'tarent groupe of 

product• .uet be brought tato bslaaoed rel a tione to one other. 

8o .. prioel and IODI OOitl IU'I atUl too high t o pro.ote t b:> t 

bUADotd rel P.tiQnehip bet-.en prices t~~t le neoeee&ry f or aua­

\a\ne~ reeoeery. Coattna .. high nrloee ot many ot t he 

oo..adttlea aot eubJect to h1gbly oo~et\tlee a4rket toroee 

lntenatn .. the donward preuure oa &11 other prlcee. Thoee 

lndut t rlee that hew• aatnta\aed nrieea ~~ curtAiled outnut 

t hould eMt the r .. ,ol'!l U on of profl ta through \noreased rlther 

then throu o;h reatr\oted outmst. 

T~e nrloee of aoae l teme &re etlll ~t t he hlghelt leeele 

r er. ehed \II 19371 10111 .uoe nwa hi gher t han l n 1929. tbea h1Sh 

orlcea eharp1y eurta11 ealea there 1 1 real ~anger. Th\e 11 

t hoen by our reoeat e:~~perteaoe wt t h houalng, A ye11r ago t here 

•u a eerlou1 eboMap, .. bad uau1ed -produoUWt~ reaouroe1 

UJ:>le to onrc- the abo"'•· Yet all t he •Jor eleaeau 

la boualq ooeta a4-e4 eo !lhllrp1J by the lpr1q of 1937 &I 

to klll a w-t•lal elrt>llaeloa of actlnt1 ill u laduetry lfbeee 

rutorauon 11 ettal to oonUmaed l'IOOni'J• 
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ror 1114uatrloe, ncdl •• apotnl~o, tbat .,. .. ,e at a 

111111 1eftl of llll)M\1:~ ..._. ..._ 'INalMao aoU•UF s. at lw 

l tftle, t he ..,atONUoa of proft '' _, - prlMr11y th....._ 

hi gher orleee. •tiJbeP ll'rleoo ta neb ,.._,.,Plea u1 1MNue4 

outp11t 1D other 1ftdati'1H wUl, by 1M ... 11nt; l)I'Oftta, 

enoourap aow tanat .. nt ta ~lu-' -.ct eltP&IItloa of equl'O­

eent . t'b\ e 11 _.ee1&1'7 to f1111 NOOftJ'F. 

The &nnco futly will l»oaoft\ fro. t he 1Mid110e' 

reoonPF -.Meh a lNal ... e4 priM at notiii'O will f oeur. 

IMNU e4 .-plo,_.t aJI4 liON OODU-1 1_.110 eboal4 ... 

_,.. thu otfMt &DF taoNu e la t he ooet of 11Y1DS• Reoeatly 

tlloleaalo pPlooa :ba.,. 4Hltao4 Mr!lo4ly1 ret \bat 4eoltae baa 

bela reneete4 ta the oon of 11rlac oal7 to a '"I'F eltpt 

tegroo. A -.4 ... to rt .. ta e.loaalo prtoea at tb.ta tiM 

taalUu will lMNaeo wtd.lo the ooet ot wbd the hnenlfo 

bQre eboal4 obW llttle ellaap. !be • ...._. f•tlr wtU •JeF 

a hlgb.er at ... .,.. of ll.U.. 

I t ta elMP that ta fliO proaeat aU•tt• a _..rate Plee 

h t he paeral J')rlee le.,.l le 4"1N'IIle, .... \hat We rtae 

•14 aot ... 6MI}• .. , nt•l to all )11'1.... no rlle a' nlt 

t ate plaeo 1a ...... , be alal7 ...n..t te oluaH of 

t-.o41tlea ••oo prtooo ... too 1w. !MH laelllle •" of 

thoM raw •tortala ..a nauw prec111eta ••" ... ,. ..... 

&114 IOU 11111111' !d.itll~ I .. uu ...... Ul ... liMil l'tH ... 

1"5 
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•' be 10 ahal'p ol' ooau .. H lea& u \o lee4 \o a repeU Uoa 

of the uabeaU'bJ ~nlaUft eoe41 Uou of a J'H.I' ap, Tha\ 

ahN'P rile 1• prl.oee ea~ epenlaUft lllfta\ol')' buJ'lac 

ntcb, oollblael w1 \h \be 4eel1• lD bouelq ooutftoUoa, lata 

web of \ he pocas4 for \he preMil\ reoeelloD. We 11111\ 4o 

enr:rt 'llag ft ou \o preyent \h!e fro• happenlng again. 

Our -,rogl'llJI .. ekl a balaacec! 171te• of prloea auoh aa 

will 'OrOIIOh a balaaoec! expaallon ln prodeotlon, Oar goal 

u a eoaetanU7 taoreaalllg aaUonal lnoo•e through laoreul .. 

producUon IUI4 eaplo,.eDt, Tbla la \be •r to laorene 'he 

! h1 a . la not a pol\Of of r e1trlottoa; lt 1• a poltor of 

a~ce, 

Our ICJ'lOultlD'tll, tnlblatl'lal, houal.ltg a..S -~7 J)N­

grul han 'bMa ...a w\ 11 be d1rectec! toWIU"t! \hla 11114, 

,9"' - 0 
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I'W'tber cS eYtol. u !!l tt oat 

f u t"s golcS action 
ot WoncStoy a 'l)lll"t of 
tbt Dlen to \noreut 
prtc81t 

Dt4 your A.,:M 1 motet 
tht•,ft:~ t e&u se t be 
rece11toat 

h. Our poUor 1a to help r .. tow t.l.-
111 t he Drloe ltrueture. 

!'hat -• oae of t he oontlcStrattont, 

It aeeme t o M thll t h a goocS 4ul l~ltt IArliiC 

t hltt t 'lt a'VI wbo W&J"III you to .1low ao. at tbe 

ourft 11 reepe•llblt tf you pt hurt, I thlalt 
prloe 411looattoae ~a a goo4 4tal t o 4e with 
t h t rtetllloa. Prtoe .. la4jalt.lfttl an4 
eptoalet1.n bayl, ha4 been c!enloptnc for 

10M t1.•• before tuue4 87 war~~tac tbat 
.... :ort••• ftrt solq teo hlp. !'be real 
qaeeUoa te wtleth er t he wsrntB« eboal4 aot 

b&n beeft -ae ~ MCmtn'. 

•• erpeot to eontt ... to .. lat~t• •••r ere41t 
ooa4tttoa•. 'fbe po1tote1 of tbt ~reaeurr d4 
the h4erl\l Re1ern loar4 ""' 41ftnt telT a1-. 
that 11M. 
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.Lrt l abor ooeh too 
ldgbt 

Dt4 ...,., rho toe 
faet l aet IJII't~ 

- 2 - ~ 9 ".) 
- v 

t'ho real ..... , to 1-r ooeh of pi"'daot1.oa 

1e to ~ tcru4 ta 1aoreaee4 nl- rather tbaa 
1a 1-.r -.pe, h epUe the tact that Ml"'l1;:r 
Jill" hour 1a ....taohl"tJI& ..,.. ~ J)II'Oeat h1 

ta 1"' th• 1a 1932, labor ooete· per au o 
oatpa wre oa11 6-~roeat h1&MJ', ftde ... , 
4ue ta part to tbe fMt that the preotaou~ tr 
of labor 1aoreaee4, bat prtaartlr ._. a. to 
the faot that labor eaa be uee4 far aore 
eftto1eatlr 1a ... , pi"'4uot1oa t.daetrlee Wb .. 

t1M1 GPe"t• at hlp nl-. !'hte te farther 
4.-e .... te4 ltr ,,. faot that la tbe lut tin 

••the, 4oepUe tbe tact that _,., haft act 
1aoreue4, ahl"1ak1 'II nl- foroed. 1IP labor 

ooete per aatt of oa..,.. ae auo!l ae the)' Mil 

rte .. betwoa 1932 aa4 19J7. 

I fa't'Ol' all effort• to etab111ao .-plo,..at 
that will aako U pou1blo to 1"14uoo the 
ooetly 11U'U'&aoe of a h1gh hoa1'11 rato oa a 
-11 ' er of biNn of trr.plar wortl:, aa4 
nboUnto U8Voc'l Jobe that will pll'Odllco a 
.... h1g2wr .... , 1-. 
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T!Rlt 

••• ft.r'll 'lrt u. 

·go - ~ 

f!Rlt 

I'Plce• ot "'rt.'-!IIOU! cG&l ue 110t blp. 

Cut-tbl'oat ~•UUoa ha! aln7• doedaate4 
tld.• ladu•trl', aJII1 !lae aa4e U tllpO .. t'ble for 
the laduetry 1:0 J»l' 4!oeat .....,. a.ac! rtn a 
pl'On t. t'h• 'O'Cil"1'on of t M Gaffey .lot te 
to h!lp e•ta'bll!h the ~tta.taou• coal t.e.etry 

Oil a eo1lad lla•t•. I'Plee• ••' aot '- Ht ., 
hlp •• to uoaa!t!l' lla!taen t'l'OII •tttet!llt 
ala,. to o~UUn ta!l•, B01' to gin 
ao...,lT pl'OtU• to -1 proauc!l'! • 
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!!pl• 

&ttte' oa ·~"'•· 

-~-

n A 

20tl ... 
rw.tp ~· at.a,. ,,.. •••• ..._ lNal .. o 
aoun:z.:-ro•••· - ...... *loll llelpo llrl.. NOOfti'J la , .. ..,_, .. ha\oe al• 
Mlpo te IIIPI .. ..,._, WOI'll ... V"U"J aa1 ex •+• 
te ta woo 'Mtll CNP ,....._ ... ,... t ... tp 
•• WlH aal CNP aal•• te fo..tp MIIIR.toe. 

llo. ,. lapr ... at l9J7 .... l181M4-
ncu poll., aa1 tlloro ta ..... ua to •·•p 
u. 
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~ .. :.Jr: 

',";ayne c. 
T~ylor: 

;: . .Jr : 

T: 

::.t:.Jr: 

T: 

:;.! .Jr: 

T: 

February 18, 10~8. 
12: 06 p.m. 

Listen, thet happened y~eterdP.y. Tne President 
asked me the question, •were we setting up a 
reserve, against the one-third increase that 
takes place in 9aby Bonde every ten yeers.• I 
told ~1~ r didn't think co . 

Yes , ~~e do . 

Well , you might have a little memo for me , when 
I get back. 

All r i ght. 

V/111 you plee.s e? 

'q1ght . 

I thrullt you. 

All right. 
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1: : 

;r .:!.Jr: 

Y. : 

~ . ! . . Jr: 

! : 

- .Jr: 

~- : 

:.: . ::.Jr: 

( 
r : 

- ,. .Jr: .. 
~· . .. . 
:.: .::.Jr: 
. ... 
; :1.1re 
~,)er : 

:: . ::.Jr: 

1: 

.. . Jr: 

"· ~ . 

.. . Jr: 

Yea , s i r. 

rebruary 18, l g38. 
12:41 p.m. 

Well how are thtnge coming now? 

Oh, quiet. 

What effect did the President 1 s ata tement have? 

202 

~·!ell I.!r. Secretary, I 1m corry I hll.d :..:r. Opper here 
for th~ last hour an~ we've diecueeed legal matters, 
but I haven't had a cell from anyhcdy. 

-:'h ! 17ell -

W~ll you be around for a few o1r.ute~7 

No . l!o . It's all right, I'•:e talked to Ar-::hie and­
you - I see wbll.t' e h~ppened, but I just thought I'd-

Yee. \'/el l I'm a:~fully corry. 

That ' s all right. 

He 1 s here at rcy a esk and we havP two l ee;fll mP.tters 
of some - and it' s t e.lten over an hour nor.. 

Judge Cpper? 

Yea . Judge O?Per 

Let me talk t~ the Ju~se. 

Right aere . 

Hello . 

'lell.,, Judse . 

Hello, :.1r . Secretcry , how v.re !'OU? 

I haven 't seen you since yo•t 've ~een confirmed, 
baptized and everything else. 

No, I oeant to come in and agal.n express ey 
appreciatl.on to you, but I 

That • e all rl.sbt • 
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- 2 -

I ltnew you were t erribly tied up and I thought I'd 
wait a more t a vorablP opportunity. 

All right. Well, I'll aee you next week. 

Yee. I hope you havo o very t!ne week end. 

Thank you. Goodbye . 

Goodbye. 
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February 16, 1938, 

KEI.!CIUNDUV FOR THE SECRETARY 

·~ 

Secretary llo>'&'·h'"'-' t.lld thoae who hall uaiotai him on 

the prioe atudy went to the E.xeout1n Ott1oeo at ~alS P.Y .. 

'lhuraday, February 17th, for a o<11tnenee with the President 

after the Cabinet lleeting. We 'ftited until about ~.so P. ll. be-

fore going in to see the Preaid8J1to 

Those present ...... re 1 

Secretary Yorgonthau, 
Seoretary Wallaoe, 
Chairman Boolea, 
Dr. Black t.lld Dr. Eaekill ot .A.grieulturo, 
Dr. Lubin and Ur. Binrioha of Labor, 
Dr, Goldenweiaer and Dr. Currie of Federal 

Reeern 1 and t he following tram tho 
Treuury• .A.aaiatant Seoret&ry Taylor, 

Weaars. Baaa. llhite , oawtt and Gaston. 

The Preaident opened the oonterenoe by aaying• "!hi• il 

an unua11t.l aort ot moetingJ the pupil• ha.,. oOCMI to inatruat the 

toaoher, • Seoretary )lorgenthau at.ida •It you '11111 Jardon ,.. , 

l.lr, President , I don't think it 1a quite that. You will reoall 

that you asked me to prepare 1011111 material for you on the price 

situation t.lld the Admln1atrat1on' a prioe poliGY• So, I oalled in 

t.ll the oe people eo tbe.t ....., oould get together eomething on wb1 oh 

we t.ll would be united. I thillk they haW dooe a f1rat-olaaa job. 
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I thiDk 'llhen you read thia ;you will til>d it h u ex<Mllent atete.nt 

of your poeition am I thi.Dk it would ba .,.r;y belptul 1DdM4 1n the 

preoent bud,.•• eitu&tion it it 1e i .. u.d," 'I'M Preeicleut tbe 

205 

ao.id, l ooking around the groups "'lbere 1e llnbert , il llerbert beret• 

After llr, O..ston had reapondld, ba aaids •u t. n ... pt.per ~~an, llerbert, 

what do you thi.Dk &bout i Nuing t. tonot.l atetem.nt lJJr;. tbiat• Jllr, 

GaataD replied• "I th1.Dk it i a t. tl!le ete~nt, Jllr, Preaident, t.Dd 

1 think it ought to be inue<\ 1!l order to get the but reeulta. It 

wu our thougbt that ;you would t.lao wilh to .....,..r q ueatione 1!l the 

oonteren<M t.Dd &t that ~ 7ou oould euppt-nt the ate~nt, ex. 

pl.Uning your poeition 1!l silllpler worda, • !be Preaident aaids "!fell , 

I don' t know about t. tonot.l ate~t. Tht.t ia t. Ter;y unueua.l thing, 

I don't often ieeue Preaidenti&l att.~nt• unleu it 11 aD a. .,.r;y 

unusual oooa.eion. • Seoretery J.lor&enth&u then euggeated that the 

Preoident oould to~ t. better opl!lion t.tter reading the etetement, 

which the President proceeded to do, 

The President ukad quaetiona t.bout anert.l atat-nta u hoo 

read them am e:xplut.tiona were gi ... n by Ta.rioua peraoaa in the group, 

pt.rtioul&rly by Seorett.r;y W&ll&oe am Chai!'U" loolea, *o talked t.t 

oaae length. The PreeicleDI: inaerted t. t• aillor oorreotiona to ola.rity 

the met.ning am re.-d thoo diaouuion t.bout tbe uaetulnan ot iaeuing 

suoh t. att.~t. Both Boolee t.Dd Yt.llt.<M WU'IIly endorsed the ide& ot 

1uuing the 1 ta.teooent am the Preoident tl!lt.lly &greed that he would 

re&d the eteteooent at tbe J'ridq prua oonterenoe, but iDdioated tbat 
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hO would aeek aa:ae way to quality it ao aa mt to make i t a direot 

atatement by the President. 

Or. Lubin explained t he tour prioe oharts which had been 

aeleoted by tho group and e xplained them to the President . The 

President aho'""d more enthusiaem about them thlll he did about the 

at ateoent itaelf. Be aeemed eapeoially intereated in the ana whioh 

allowed the rigidity ot build!~ l:l&terial pricea, probably because it 

aerved to juatity hia statement of April 2, 19:57. 

The President also road a aerioa of <fleations end ana-r• lllh1oh 

had been prepared by the group. Ho ob jeoted to one of th1:1 aa not 

bei ng a sufficient anSTfiOr. The President thouGht the prepared otete-

mont wu too technical in i te la.nguage to be widely underatood. Be 

aaidt "If I ahould call in Pat, or one of the other boye trcm outaida 

'"J" ~ ,, 

hero , do you think they could aalco ~hill(; out of 1 tt• llr, T13lor 

replied that he tho~~&ht any man at the hoed ot a buaineaa .,uld \a'lder­

atand it readily end that it he couldn' t understand it he ou&)ltn't to 

be tho hoed of a buoinesa. The Preaideot replied that he thou&)lt there 

were a good many bead a ot buaineaaea who .,ulcln •t underatand it and 

probo.b1y they ohoulcln' t be the head• of buaineuea. The Preaident 

thouiJ)>t there OU&ht t o be aCillething more definite about tho coat ~ 

Uvin(l, particularly addreaaed to the houaernfe. The gener al line of 

it ou&)lt to be that while tha bouamfe miGht have to pay a little 

more tor the things ohe buya , bar huaband'• 1neroaaed earning power 

in a riaing pr ice l evel abould mora thal1 a.l<e 1 t up. 
It wu ag.-.ed 

that the group 110uld insert a paragl'lpb along these lillo 
1

• 
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A• the oa>teronoe brolce up the Preoidant e.lkod Ge.atcm to -

stevo Early e.bout he.ving the ate.toment .U..ogre.phod e.nd e.bout the 

roro it ahould te.ke e.nd e.lao e.bout wbethltr the queaticma 1.1111 ~.~~~t~era 

should be aimeographed, Seoretuy Korgenthe.u told the President the.t 

the ,. ... were he.d not be., glTen the •- oaretul prepe.re.t1on e.e the 

atatemont 1.1111 he e.d'rlaed e.gl.inat ~ogre.phing or putt1llg out the 

.....,..ra 1n tho tora 1n which they then •re. Follo'll11!& the oontertDoe 

tho Pr .. 1dent ftl muoh IIICII'e oordit.l to•rd the idea the.n he had been 

at tile start . Ge.eton went to Steve Ee.rly' • otfioe directly fl'<lll the 

Preoldent' 1 of'f'i<>e with Dr. Lubin 1.1111 expWnod the thing to Ee.rty, 

Early ce.lled 1n e. otenogre.pher and d1cte.ted e. tona of' relee.ae 'llhioh 

would state that the atat.,..nt ftl read by the Pree1dent at tile preu 

conference on Friday 1.1111 that 1 t •• prepared f'or the Preo1dellt by 

Seorete.ry llorgenthau and cthera, ~ the hee.do of' the ageno1eo which 

had oooporated, lt ne agreed w1 th Early that a ':enaed copy ot the 

statement would be delivered to l!&uett at n1oe o'clock Friday 110rn1ng, 

together with a renoed copy of the anawero and with enough phctootat 

copiea of' each of the four oharte to die tribute a aet ot oharto with 

each lllimeograph of' the otat-nt. 

lleura, Lubin, lfldte , Daggitt, Bceldel, Currie e.nd G&oton worked 

Thursday aTening rev1a1ng the ata~nt and the.quoot1ono and ano,.,ra 

and had 260 photol1th oop1eo of the oharto prepared in the fre.....-y. 

Gaatcm del1ftred to l!&loett at nine o' clock Friday 110rning the re'rlaod 

atata.nt, together with thll copy tor a1Joeogreph1ng, oDe oopy or thll 

rertaod queet1ono md an.,..ra and ~ cop1aa of an expl-tion of thll 
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• 
TilE B.ULIUY SI'IU.I.TIOU 

It ia pr<~tty generally agreed tbl!.t the raUWily a1tuntion ie 

ooriouo. Al so, it is evident that a majorit y ot the oo~aniea must 

!Ulva an adva.nce in rates or go into rece i vera• banda , yet many bel1en 

that an incr<~ase or 10,0 or 15$1 in ratoa would do mre ham than good -.. 
by driving a-y business , 

Tba tundalllantal trouble \71th many or the roads i e t heir topoohaavy 

f inancial structure which can only be cured by dre.etic methods, Re-

ceivorshipa are too e.low in operation and while costly in time aa well 

-

43 tram other points or view, Have t requontly demonstrated that t hey do 

not reorganize the business or t ransport ation on a basis tbat bao really 

ourvived the teat or time. Bence t hi s propoanl doee not seek to re-

or~anize legalistically in order t o reatoro the •status quo ante•, 

but in order to put the industry on a oound and healthy beets Which will 

survive t he teat or time • 

.1.1110ng t be retoms which ban long been coneidered a.o des treble , 

it we are to preserve t he citizen ownerebip and private menogement ot 

our railWilYB t there are the rollow1ng: 

1. The grouPing ot the railftYO into 18 to 20 systems whi ch IOhall 

be operated by priYatoly owned corporo.tiona under govor~~mentol super-

vision, 

2, Putt i ng t he t inancie.l s tructure ot tbeae railWlYS into such 

abape that t hey can SUl'Yive depr .. aion yeara wHboUt t tnanc ie.l collapee 

and recei verabip. 
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3 , 'l!le srollPill& or :rall•Te ebould make pooeible eeo!IOIIliu ~~ach 

as ollml.DatiDa the Guplioation of tn.in sen ice, exceuin temiD&l 
. 

costs at tmportant s•os~ph1c centers, etc, It should alec make it 

easier to introduce a tar simpler rate s tructure which w1.ll. be more 

convenient to the public aa well aa the re.Unye themselyea, 

4 . A better coordination ot roUway transportation with other 

and now competill& tranaportation agencies, e, g,, highwe.y; int ernal 

nter..ays ; Great Lal<ea and coaetwiae t ransportation; pipe-linea, and 

c.trways , 

!S. A reorganizo.tion ot the Interstate C<lm'larce oommtsoion ao 

as to a1mp11ty ita met hods and aepcrato i ts ad:!li niat rative 1'raa ita 

judi ci al functions . The alowness or arriving at docisions , oometimes 

very costly to carriers and industry, indicates t hat those entrusted 

~rith t hese decisions are greatly overburdened; fUrthermore, the aupel'-

visory Gutiea over the operations or carri ers which t hey may be clearly 

c~pelled by l aw to carry out , need not be duplicc.ted by the Interstate 

()ammarce Ooclcisaion by I!IUCh costly bureaus aa t boaa or a>iler lllld 

SiGnal Inspection. Indeed, wby atop there? lilY not inspect track 

21:. 

and track work , and a hundred other details o1' operati on and mai ntenance? 

The duty ot the carrier ia to live uP t o the law and the instructions 

or t he I . c. c., and nothing 1s gained b7 Guplieatins detailed aupaniaion. 

6. Tho GOverment eat up t he Interstate o:.-re1e ();llll:liasion eolllll 

f11't y years ago to do away with t he eYils o1' deatruotiYe competition, 

and While we han tranlled a long way since then, t he basic problem 1e 

still uneolved, and w etill rely very conaiderablT 1'1rst on the 
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competition between tbe railways or between tbe railways and other 

coopetitive toms of transportati on, or upon adminis trat i on rulings 

"1" .! ,_ 

ot the I . e . c. ; on J.ots ot O>ngresa (~ the long and short haul clause); 

on Co3tly public works, tor axample , the Panoma canal, the oannl1zat1on ot 

t he Ohio , tedera l operation of bar ges on the lower !Jissi5s1ppi , etc. 

3l>oul' "" not 3tudy and «>ordinate our thinking? 

Ass \ll!ling t hat t hese rofoms and porhaps others ere desirable , how 

shell we proceed to me..lce t horn effective? 

I . In order to c~y torward t he tirst and second euggea t i ons , 

rte mgbt , t hro\l(!h the eeenoy ot the Reoonetruction Finance ())rporetion, 

110rking in hnnnony \rl th t he Interstate ())tltlerco canmiBeion , proceed as 

follows: 

(a ) Offer the railways and their bondholders in lieu ot their prior 

lic'l , tlain lino and bre.neb line bonds, and such othor or their hishor 

ratod bonds or debentures - bonds to be known as the J., B a: C syat..,, 

"consolidated debt" interest at 3% guaranteed by the Federal 

covemment. '!'he condition ot this baraain would be t hat at loaet 7&,;1 

or each Of t he bond i saaes 110uld have to be turned into the ()OTOr!DeDt 

and held by t he Federal covornmen t tbuo lOOking theso bonds collateral 

trust bonds, gunrant eed a e to interest by t he QoYOrment and amortized 

in !50 yeara . 

{b) In view ot the tact that lll.cny railwaY co~enies have junior 

bonds debentures and notes not r ateable as pri or liens, the R. F. C.' 

• 
l'lith the consent and approval of t ho I. c. c. and the secretary of the 

Treo.sury, m18ht very properly bargain tor the purchase or tho junior 
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ol>Uge.ti ona ot t he carriera , payi.D& only tho tair cash value ot t hen 

,ecuri tiea end using a s currency in pe.)'l!lent t l!eretor t he consolidated 

do'bt honda a boYe ret erred t o . 

II. (a ) Other condi tions mi ght properly bD r equi r ed , e .g., that 

the now "consol idat ed debt" bonds would hOY& to bD amortized 1D !10 years 

by application ot sinking tund , deple tion or depreciation allowances. 

~e R. F. C. might yer-t properl y be given diaoretiooory power (with the 

app!'OYel ot the secretary ot the 'h'Oaaury and t he Interstate CC~IDDrce 

CQrn1ssion) to make adYenoes to .t he carriers tor autborized bette:monta 

a.:1d inpron~:~ents, e l st preferred ol-~ stock n!11ch the carrier lliaht bD 

c iven t he autbority ot retiring at par at eny tll!lc on suit-li.lo • .ouce, 

(Thls procedure is similar to that used in bo.l1118 out tho b811ks in 1933) . 

( b ) AS the purpose ot these proposalo is to reduce tixed chargee 

Cllld ecule do'llll tho oopi tel s t ructure ot our ruilv:ny plant , i t i s susgosted 

that the issuance ot added cnpitel or t he ao.le of eecuritiec ot any kind 

omuld be more oaretully cuarded egainst than heretofore . 

(c) 'n!e lnterstate =•roe ()XU'Iiaaion or t!le il.l'. C. should haYS 

r~presentation ot the BOards ot Directors or :;:xecutive ()O!Dittees ot 

t hose carrier 3 . 

I II. As cny considerable econol'liea cen not bD ettect ed w1 tmut 

reduoina the number ot employees 1 sui table f8tirernent all o1l!lllces l!llSt 

be grunted , 0ased on l ength or service and woges received pri or t o 

retirement , At the SlllllO time, it i s to be expected th!l.t economi cs 

introduced will pernit l or.er rates and there by increase business and 

peroit re~loyment or caqpetent men. 
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February 18, 1938 

Jesse Jones was here at 8:30 a . m. plus Taylor 
plus Bell· The purpose of the meeting was !or me to 
o. K. the President ' s writing J ones a letter which would 
~1ve back to R. F. C. !ull authority to make loans. The 
second paragraph was to approve a pl an !or Jones to go 
to Congress to make self-liqui dating loans. 

I tol d t he crowd t hat I d1sannroved the second 
idea because I wanted to wait f or a neek or so and see 
,..:tat happened and I thought it \1a& a gr~at mistake !or 
? .• F. c. to subject itself to this new nressure. Jones 
ar.ld that after t hinking \t over he had. come to the saoe 
concl•ls1on , so we wrote a letter to t he Presi dent appr ov­
l r, t !le first par a&raph. 

It aeems to me distinctly worth while to wal t 
for a week or ten days and see t he effect o! ~hat we have 
done this r.eelt . If J ones was ~; 1von approval to make 
solf-11q•l1 dating projects, Heavens only knows what Jimmi e 
Roosevelt and his ganr, would put through. I also pointed 
th:tt out to l.lr . Jones . 

mr. J one s made one very humorous r~mark. He 
sai d \'11th t he President and myself leaving to···n t h i s af­
ternoon , he t hought he would have a ~ood oppor tunity to 
hold a p ress conference and &et oome attention. 
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....,,_ 
111Uo tbe Mdf.tl•tta•- .... 

IMfttetore ude 1a JOUr l~M~Aa • ~ri. v lliaM 
WIT le._ '-' J11U of 0._.., lltb, p.-1 \ ._.. 
,__, leaao of wrleuo ebuuw, u h., 111• 
~\ JWU ulto ....sl\ onU tble w .U ~ 
borre-. to 'lbioll J11U an a\llori.Hd te l ade 
oopoel.dl;r 18•• tba\ 1d.ll ..U\oln or l.a-• 
~--

1\ h ola ~lh tba\ J11U • • 
OoapeM fu -~ri.t;J ulto Mll doUq 
lolllOo acl lllob other 101 II U 'be DIUI01f7 
w p-\o tbe o otab1U of tho _.,. 
'IDa ....sl\ o\ for tbe aboNOW 
of~ .,.Uocl t oo onU.alllo. 

,.,. Ilia~ J'OUI' .. 

... ,_ .. ,_00 
-.u-
.......... ltDIIlM .... tta ............... 
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Denr J eeae1 

'lfhll e t be • ..o<SW oatlqpa· we hnn ller et o­
f ore I!Wlde 1n )'OW' lending aUthor1 t)' e1noe 11t:f 
letter to you of Oot ober l 8 t b peJ'Qit SIMJ'SGIIO¥ 
lonne of vc.r1oua ohnl'aoter, 1t 1a fA1 w1eh that 
you 03ke oredlt a vailable t o all dtaer v1ng 
bor rowers to wh1oh you nre 3Ut horhed t o lend, 
ospeo1o.l.l)' loans t !ut wil l malntGin or 1norenee 
ee~plo)'r:ent . 

Very a1noerely youro , 

Hr . Jeeee Jonee, 
Cha 11';7olln , 
Reoonetruot1on r 1nanoe Corporat1o!'l , 
..,aehineton, o. c . 

Regraded Unclassified



GROUP UEB'l'ING February 18, 1938. 
9 : 30 A. K. 

Present: 

H.J&.Jr: 

H. li. Jr: 

B.M.Jr: 

Gibbons : 

R.ll.Jr: 

Gibbons : 

H.N.Jr: 

Gaston: 

H.l!.Jr: 

Kr. Oliphant 
Kr. Kagill 
Kr. Gaston 
Kr. W. N. Thompson 
Kr. Bell 
Kr. Lochhead 
Kr. Gibbons 
Kr. Upham 

Who i s going to be here Saturday? 

(Thompson~ Gibbons , Upham, Lochhead, Kagill , 
Oliphant . ) 

Who wUl be here Monday? 

(Thompson, Gibbons, and Ksgill.) 

Last night at about seven o'clock Jimmy 
Roosevelt called up and said the Collector of 
Internal Revenue from Massachusetts is going 
t o be promoted and made a judge and t here wi ll 
be a vacancy, and he wanted to talk to me about 
it, and I said you were handling those things 
for me; also the Collector or Customs from 
Massachusetts . I also said that you were 
handling that. So if you wUl get in t ouch 
with Kr. James R.oosevelt I would appreciate it. 

Jimmy has been wanting me to move on the 
Collector or Customs , but on that situation 
up there, I t hought he ' d better be careful, 
That's the s t ory. 

Get me a moderately honest person. 

I think this fellow - lrey•s man seems t o think 
he ' s all right. He has never bad ove.r two 
thousand dollarS income. 

That he has reported? 

What is his net worth? 

All right, that ' s that . 

21 7 
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llagill : 

H.!l. J r: 

!lag i ll: 

H.M.Jr: 

llagill : 

H. !.I.Jr: 

Taylor : 

B. IJ,Jr: 

l.!agill : 

Gast on: 

- 2 -

Sumner Welles, acting tor the Secretary or 
State, had one most important thing yesterday 
to bring up, and that, it seems, is the Republic 
or Nicaragua owes us about a 
dollar tax claim and is willing to settle ror 
seventy thousand, and it ' s nip and tuck whether 
Nicaragua can last unless you settle for seventy 
thousand. If we take the seventy thousand then 
she can come under the Johnson Act. 

It Mr. Welles keeps up with what goes on in this 
town he would know that that stands in his way, 
He would know that what stands in his way is t he 
Joint Coll!lldssion on Internal Taxation. In 
ot her words, he has got to get a bill. 

"' '3 ".!.. 

I t old h1m that Mr. Magill was handling Nicaragua 
third baskets . 

We put on a grand s how for t he sake of t he State 
Department , led by Mr. Wenchel, and the Congress­
men turned it down cold, and said if we were 
going to do it for Nicar agua we had to have a 
bill . 

Who's representing Nicaragua in Washington? 

That, I don ' t know, being just a country boy. 

It might be interesting to find out, Mr . Magill . 
Mr . Wenchel might know. They never appeared 
before me, so I don't know. 

They didn' t have any legitimate claim against 
them in t he first place. 

And the other thing, I have seldom seen t he 
President so enthusiastic about anything the 
Treasury has done as when I t old h1m about the 
Los Angeles plan - very enthusiastic. He said 
that is the best thing he has heard, etc ., and 
so on. - First time I have really heard h1m 
spark. It's about tune we di d something. 

Let ' s start the one in Texas pretty soon. 

The matter before the llilitar:r Affairs Committee -
Hester is working on that and he hoped to arrange 
it so that you won't have to appear at all, 1t 
that is satisfactory to you . 
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a.u.Jr: 

Gaston: 

Bell: 

H.li.Jr: 

Upham: 

llagill: 

Gaston: 

H.:.l . Jr : 

lola gill: 

H. ".l .Jr: 

!.!agill: 
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I don't want to go. 

He thinks he can arrange it so you won't have 
to go today. 

So tar as Austria is concerned, Logan is having 
a subcommittee and they ha\19 to see Logan today, 

I don't know whether I will be back Monday 
because the President is forecasting the heaviest 
snow storm in Dutchess County in history, so 
we all expect to be snowed in. 

Magill, you were wonderful , For the first time 
the Republi cans are to be allowed to be present 
to consider the tax bill. It looks as if not­
withstanding Jesse Jones' violent efforts t hat 
the t hing may get reported out of the House one 
of these days . After spirited discussion on 
t he tax on cotton futures and its affect on 
f armers and a tax on matches , and having gotten 
those two subjects in band, they reel the bill 
can see the light of day. 

Knocking off the tax on matches, his seven 
million dollars is an offset to the tax on 
furs, and t hey feel those t wo things balance, 
and they f eel you 3re in f avor of knocking 
ott the tax on furs . 

That's a fact . 

Bob Allen represented you in that article . Their 
column said that the tax on furs was going to be 
knocked off so that Urs. Gottrocks and Urs. 
Morgenthau could go to the opera tax free . 

Yes , I saw that. Mrs . Morgenthau was away and 
I made sure t he paper was not in the room. 

Well, I am glad t hey are going to t ake care of 
the fur people. What else? 

That 's a11. They made various concessions on 
closely held corporations. 

Bow are they going to make up t he seven million 
dollars on matches? 

That ' s where they ar e in the hole. 

~ a 
.!.. - ..... 
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H.K.Jr: 

Wngill: 

R.M.Jr: 

lo[agill : 

Oliphant: 

H.M.Jr: 

Oliphant: 

H.U.Jr: 

Oliphant: 

R.ll,Jr: 

Oli)lbant: 

H. l.I.Jr: 

Oliphant: 

H.14.Jr : 

Oliphant: 

H. r~.Jr : 

ID.i phant: 

H.U.Jr: 
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What makes them think I am interested 1n furs? 

Something you said in the conference with Dougbton. 

That ' s all. 

An7 other good stories? 

Well, I could think up some, given a little time . 
I think that ' s enough. 

That Ur . Harrison, of Lafayette, interested 
in a group of private dealers, telegraphed me 
today, wondering at what time next week you had 
1n mind seeing him. 

What would be do - what would that be - why should 
I see hi.m? 

He has been talking to General Wood. 

Do you think I should take the time? 

Well, I think you would be very much interested 
since it avoids public participation. 

Why do they want to see the Secretary of the 
Treasury? 

Do you wanted Ed to see him and digest it, and 
give you a r eport? 

I think so. I tell you, I am so awfully down 
on General Wood that 1f that ' s the thing, I think 
be's a four-flusher of the worse kind. 

It's not his idea; they were consulting me merely 
on collective buying and materials . 

If be wants to drop in, say next Thursday at 
three o'clock. 

Yes . 

Aeything else? 

No. 

Herbert? 
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Gaston: 

Gi bbons: 

H.fA •. Tr: 

Gi bbons: 

R • .l .Jr: 

Gibi>ons: 

H.ll.Jr: 

Gibbons : 

ll , IJ,Jr: 

Gibbons : 

Gaston: 

R.l&.Jr: 

Gaston: 

!!.M.Jr: 
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Nothing else. 

Collect or Cohn - I talked to Dr. Alexander. Be 
said if he were t he President he would call i .n 
t he Junior Senator down there, Russell, and get 
him to submit anot her name. He said that Cohn 
was absolutely reactionary. 

Tell that to Mcintyre, will you? 

Yes, and I took the Knoke thing over to llac and 
he asked me to l eave it until he talked to the 
President. 

Tallc to Mcintyre. U we can work it this way­
how should I know whether Collector Cohn ••••• 

It ' s politics, absolutely. 

221 

Did you see the speech "Jetty" O'Connor delivered 
on you and the Vice President? 

It came to the house and I did not have time to 
read it . 

It isn' t worth reading . 

I gather that he thinks talking about tbe Vice 
President and ~self will help him. 

The s i lliest thi.ng I ever read . 

Reminds me that llarshall Diggs told me about a 
dinner to be held here and other dinner s through­
out the country and all the National Bank 
Districts next Friday - on the seventy-fifth 
anniversary of the Comptrol ler of the CUrrency, 
and be talked to me about a speech that you were 
to make at t he dinner here, and they wanted to 
make records of it to be sent around the country 
to be played on radio stations . 

What kind of music - hearts and flowers. 

I'm surprised you br ing a thing like that up. 

Could you give Mr. Upballl, who is coming up Monday 
and Tuesday with the Chief Examiner - give me a 
l ittle something to let me knoW - I believe it 
bas been resting in your lap tor a week or so -
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Oliphant: 

H,Jl. Jr: 

Upham: 

Taylor: 

H.!i. Jr: 

Upham: 

H.li.Jr: 

Upham: 

H. li.Jr: 

Taylor: 

H. ll .Jr: 

Oliphant: 

R. lL.Jr: 
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juat what 1113' legal position 1s in relation to 
the offic• or the Comptroller. 

Wayne has had that. 

I'm sorry; I knew it was somebody - I got my 
laps mixed up. 

Will you bring that up? 

Surely. 

I have that, and a picturE. ';J~ r am an Indian 
giver, because I want that tiack. 

Anybody that has anything to do with banks give 
it to Dr. Upham; he'll bring it along. ' 

I'll forgive you. 

You are a Doctor, aren' t you? 

Not to you. 

Everybody at the meeting yesterday was a Doctor 
except Wayne and me. 

222 

We have this letter marked "For Taylor, Oliphant, 
Upham: This letter does not give me what I want. 
Please talk to me." It ' s from Jerome Frank. 

It's the question or the cost of doing business 
with s. E. c . I'll get at that next week, a.nd 
I am waiting for Ur . Oliphant to give me a list 
of lawyers. Wbo's got that? 

Xlaus is working over t here - quite a job to 
dig those records up. 

Maybe next week? 

Incidentally, Griswold is having one hell of a 
time finding solvent borrowers who want to borrow, 
and he called up the other day - could he use my 
name• be thought it would be helpful with the 
Exec~tive Committee of the Industrial Bankers 
because he was having great difficulty finding 
solvent borrowers who wanted to borrow, but he 
thought maybe by next week he would have something. 
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Taylor: 

H.M.Jr: 

Gibbons: 

!I. 'J,Jr: 

Gibbons: 

H.1.!. Jr : 

Bell : 

H.M.Jr: 

Bell: 

Oliphant: 

R,J,!,Jr: 

Oliphant: 

Bell : 

H.!J,Jr: 
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Got Cllle other thing, so you won 't think nothing 
is coming along, for next week. We are about 
to get in a hell or a row with the Home Loan 
Bank System. 

Swelll That ' s been going on for a long t i me. 
All right, next week. 

Incidentally, the Comtroller General is in the 
Customs Service in New York, and on one entry 
of an eight thousand dollar importation t hey 
f ound an error of twelve cents . They are 
checking everything. They do check, but t hey 
are going into it now wi t h a microscope. 

On account of ~ critici sm of t hem? 

I imagine so. Harry Durning says this time i t 
looks as t hough t hey a re turning up t he car pet. 
It ' s his function to check it , but it's Just 
usual ly routine. 

223 

While we ' re on that, I didn't get it, but Mr . 
Diggs informed me t ha t t he F . D. I. c. organiza­
tion had not been audited since its inception, 
and he t hought on the resignation of the Comptroller 
it would be a good time t o have i t done, and 
we shoul d pick t he auditors . It seems t o me 
t he logical thing would be for t he Treasury 
to audit it . 

Usuall y an organization of that kind has an 
outside agency like Price Waterhouse; I think 
R. F . C. has Haskins and Sells. 

They say 1n f our year s i t has not been audited. 

It reall y should be audited . 

I wonder if t he statute covers it. 

Would you take a look at it? 

Yes. 

They can go outside, I am pretty sure, and get 
auditors . 

AnYthing else, Wayne? 
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taylor: 

H.W.Jr: 

Bell: 

lt .!i.Jr: 

Bell: 

H.lii .Jr: 

Bell: 

H.I~.Jr : 

Bell: 

Lochhead: 

Upham: 

H.•J.Jr: 

UPham: 

H.JJ.Jr 1 

Thompson: 

H.!l.Jr: 

Jlo. 

Daa? 
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I haven't aD,Tthing. JUst wondering if you would 
like to take a memorandum to the farm with you 
on Secial Security, on the work of these 
Treasury representatives in the field . 

Is it going all right? 

I thought you might like to see it. Not very 
long. 

Are you going to stay away a week? 

A part of t he day - got to get f11Y desk cleared 
up - haven' t t ouched it this week. 

Anything else? 

No . 

Foreign markets and foreign exchange seem to 
be waiting on the President ' s conference today. 
Dollars see.m to be weak, but not translated 
into any buying movement . 

Beginning to get a few letters in opposition to 
the bank holding bill. 

That's all right. Does t his fellow that you•re 
bringing along - incidentally, I think you can -
I think there is a train that leaves Monday at 
nine o'clock, gets to Beacon where I will have 
you met - this fellow - does he know at his 
fingertips the rules and regulations of t he 
Comptroller's) what the banks can own? 

Oh, yes. 
And if anybody has a~Vthing affecting banks, if 
they will let Mr. Upham have it so he can bring 
it along. 

I have nothing . 
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Tho!!lp SOnl 

B.l.I .Jr : 
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There may be one letter that llr . Bell has, on 
the report on the leave bill. 

I hope you all have a good week-end; I expect 
to have one. I want to say I reel better about 
prospects or business conditions t han I have 
in months, now t hat llr . Wallace, lalr . Yorgenthau, 
11r. Eccles , and Miss Perkins agree. I think 
that in itself is an accomplishment . I really 
feel that gold, plus this today - they can all 
laugh and sneer at t he gold and everything else,­
but I think 1 t • s going to be very helpful. 
That's the way I feel today. 
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//. '3S: FEB 181938 
ROOSEV ELT SEEKS BALANCE IN PRICE STRUCTURE -

SAYS DEFLATIONARY TREND OF LAST 6 MONTHS 

NEEDS REVERSAL - SAYS ADMINI STRAT I ON 

INDUSTRIAL AGR I CULTURAL AN D ~ONETARY 

POL IC IES WILL BE AIMED AT MODERATE RISE 

I N GENERAL PR ICE LEVEL AND BETTER BALANCE 

BE~EE N COMPETITIVE PRICES AND ADMIN ISTERED 

PR ICES 
II•T" }/ .' '1 )' 

'WASHN- PRES I DENT ROOSEVELT DI SCUSSED 

P RICES AT HI S PRES S CONFERENCE TODAY AND 

THAT THE ADMI NISTRAT I ON- S I NDUSTRIAL 

AG RI CULTURAL AND MONETARY POLICIES WOULD 

BE DIRECTED TOWARD A RESTORATION OF BALANCE 

IN THE COMMOD ITY PRICE STRUCTURE AND A REVERSAL 

OF THE DEFLATIONARY TREND OF THE LAST S I X MONTHS • 

HE STRES SED TH E NECESS ITY FOR BETTER 

PRICE BALANC E AS THE KEY TO FULL EMPLOYMENT 

AND A HIGHER NAT I ONAL INCOME- SOME PR ICES 

AR E STI LL TOO HIGH HE SAID PO I NTING TO 

THE DISPARITY BETWEE N COMPET IT I VE PR ICES AND 

ADMI NISTERED PRICES -WITH A BALANCED PR ICE 

STRUCTURE HE SAID THE AVERAGE FAM I LY INCOME 

SHOULD TEND TO INCREASE AND THE AVERAGE FAM I LY 

WOULD THUS BENEF IT EVEN IF THE COST OF LIVING 

IS SLIGHTLY HIGHE R 

A MODERATE RISE IN THE GENERA L LEVEL OF 

PRICES IS DES I RABLE THE PRESI DENT SAI D BUT 

AD DEO TH AT THE RISE SHOULD BE L IM ITED TO 

TH E CLASS OF COMMOD ITI ES WHI CH ARE TOO LOW-

NOR SHOULD THE RISE HE SA ID BE SO GREAT OR LO NG 

AS TO ENCOURAGE A SPECULAT I VE BOOM 
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AT THE CONCL USION Of!" A P REP ARED STATE.MENT 

WHICH THE PRESIDENT READ IN THE FORM OF 

A REPORT FROM THREE CAB INET MEMBERS THE 

FEDERAL RESER VI: BOARD CHAIRMAN 4NO VAR IOUS 
I 

GOVERNMENT ECO NOMISTS PRESIDENT ROOSEVE LT 

DISCUS- EO SEVERAL OUEST IONS WHI CH HE SAI D 

HE THOUGHT SHOULD HAVE BEEN ASKED AT THE PRESS 

CONFERENCE 

IN REPLY TO A QUEST I ON AS TO WHAT IS TO 

BE DONE THE PRES I DENT SAI D THE PROBLEM I S 

BE ING ATT AC KED ON A GOOD MANY FRONTS - THERE 

ARE MANY ELEMENTS OF THE RECOVERY PROGRAM 

BE I NG DIRECTED TOWARD BETTER BALANCE OF PRICES 

HE SA I D - PR ICE BALANCE IS THE KEY TO THE WHOL E 

THING HE ADDED- THE NEW FARM B ILL WI LL HELP HE 

SA ID AND SO WI LL THE NEW HOUS I NG PROGRAM AND THE 

RECENT 250 000 000 DLS AD DITI ON AL REL IEF 

APPROPR I ATION - THE PRES I DENT SAID THIS POL I CY 

DOES NOT MEAN I NFLATION - IT IS A POLICY HE 

EXPLA I NED TO RESTORE BALANCE IN THE PRICE 

STRUCTURE 
THE pOL ICY DOES NOT MEAN fLJQIHfR OEVALUA-

.T I ON OF THE DOLLAR HE. SA ID 

MONDAY-S ACTI ON BY THE TREASURY IN 

MODIFY I NG ITS GOLD STER ILIZAT I ON PROGRAM 

WAS RELATED TO THE ADMINISTRATION-S PR ICE 

POLICY PRESIDENT ROOSEVELT SA ID -HE ADDED 

THAT OTHER CONS I DERATIONS ENTERED I NTO THE 

GOLD POLICY CHANG E 

.... ,., 
~- ' 
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THE PRESI DENT ASKED H IMSEL~ THE QUEST ION 

AS TO HOW TODAY-S STATEMENT WAS RECONC ILED 

WITH HI S WARN I NG . ON HIGH PR ICES LAST APR I L 

AND PROCEEDED TO ANSWeR IT BY SAY I NG 

THAT THIS QUESTION WAS LIKE HOLD I NG A 

MAN RESPONS IBLE FOR ONE-S RUN NI NG OFF THE 

ROAD BECAUSE HE WARNED YOU TO GO SLOW AT THE 

CURVE 

THE PRES I DENT CONT I NUED BY SAYING THAT 

EVERYONE AGREED PR I ~ISL~CATIONS WERE AMONG 

THE MA~OR CAUSES OF THE BUSINESS REC ESS ION-

THE ONLY QUESTION ABOUT H IS WARN I NG LAST APRI L 

THE P RESIDENT SA I D WA S WHETHER IT SHOULDN-T HAVE 

BEEN ISSUED EARLI ER BECAUSE PR ICE MALAD~USTMENTS 

AND SPECULATION TOOK PLACE BE~ORE THE WARNING 

ON THE QUESTI ON 0~ CRED IT AND F I NANCIAL 

POL IC IES PRES I DENT ROOSEVELT SA I D HE EXPECTS 

TO CONTINUE TO MA I NTAIN EASY CREDIT CONDITIONS 

AND THAT THE TREASURY AND FEDERAL RESERVE 

SYSTEM WILL COOPERATE TO TH AT END - PRES SED 

~OR FURTHER COMMENT ON THIS POINT THE PRESIDENT 

SAID THAT THESE TWO AG ENCI ES WOULD TAKE WHATEVER 

STEPS ARE NECESSARY TO MA I NTAIN EASY CRED IT 

THE PRESIDENT SAID THE ANSWER TO WHETHER 

THE ADM I NISTRAT I ON IS AIMING AT THE 1926 

LEVEL OF PR ICES IS BOTH YES AND NO- IT IS 

NOT A QUESTI ON 0~ A DE~ I N I TE LEVEL 0~ A GIVEN 

YEAR TH E CHIE~ EXECUTIVE SAID ONCE AGAIN 

EMPHASIZ I NG THE FACT THAT HE SEEKS BALANCED 

RELATI ONSHIP IN THE PRICE STRUCTURE TO PROMOTE 

~ULL EMPLOYMENT 

:23 
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.tOO ROOSEVELT 

WASHN- BACK 

/J,lf 7 F£818 1938 
N 1933 AND 1934 THERE W.tS .t 

GOOD DEAL OF TA LK ABOUT THE NECf SS I TY OF 

I NCREASING PR I CES TO BETWEE N 90 AND 100 PC OF 

THE 1926 AVERA GE MR ROOSEVELT SA I D BECAUSE THE 

1926 AVERAGE REPRESENTED THE AVERAGE BASIS 

ON WHI CH DOLLARS HAD BEE N LO AN ED- 1926 

DOLLAR WAS THE AVERAGE DOLLAR WHICH WAS OWED 

HE SA I D 

SI NC E 1933 AND 1934 HOWEVER THER~ HAS 

BEE N A GREAT DEAL OF NEW LOANING IN TERMS OF 
1935 19 36 AND 1937 DOLLAR P RES I DE NT ROOSEVELT 

EXPL AINED- THIS HAS TO BE CONS I DERED HE AOOED 

AS A MODIFYI NG FACTOR ON THE 1926 DOLLAR IDEA 

AND BY MODIFICAT ION HE SA I D HE MEANT A 

DOWNW ARD REVISION 

THE PRES IDENT SAID I T WA S IMPOSS IBLE 

TO SET A GOAL OF 90 OR 95 I N THE WHOLESALE 

COMMODITY PRICE INDEX BECAUSE TH E GOAL HAS 

TO BE A VARYING THING 
WASHN- DISCUSS ING THE QUESTION AS TO 

NH ETHER LABOR COSTS ARE TOO HIGH THE CH I EF 

EXECUT I VE STATED THAT THE REAL ANSWER TO 

LOWER PRODUCT I ON COSTS IS TO BE FOUND /( J',-, 
t' 

IN I NCREASED VOLUME RATHER THAN I N LOWER 

WAG ES - HE SA I D THAT DESPIT E THE FACT THAT 

EARNINGS PER HOUR I N MANU FACTUR ING GROUPS WERE 

2 4 PC HIGHER IN 1936 THAN IN 1932 LABOR COST 

PE R UNIT OF OUTPUT WAS ONLY 6 PC H I GHER 
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WASHN- THIS WAS DUE I N PART 
I l- C 0 

HE SA ID TO INCREASED LABOR EFFICIENCY BUT 

IT WAS PRIMAR I LY DUE TO THE FACT THAT LABOR 

CAN BE USED MORE EFF I CIENTLY I N MASS 

PRODUCTION INDUSTRIES WH EN THOSE I NDUSTRIES 

OPERATE AT A HIGH LEVE L OF OUTPUT 

A FURTHER DEMONSTRATION OF THIS LABOR 

COST PR I NCIPLE HAS TAK EN PLACE IN THE LAST 

FIVE MONTHS THE PRESIDENT SA I D- HE PO INTED 

OUT THAT DESPITE THE FACT THAT WAGE RATES 
• 

HAVE NOT I NCREASED DURING THE LAST FIVE 

MONTHS THE SHR I NKAGE IN OUTPUT HAS FORCED 

LABOR COSTS PER UNIT UP AS MUCH AS IT HAD 

RISEN IN THE PREVI OUS FOUR YEARS THAT IS 

ABOUT 6 PC 
DISCUSS INn THE POSS IBILITY THAT WAGES ROSE 

TOO FAST IN THE SPRING OF 1937 PRESIDENT 

ROOSEVELT SA ID THAT I NDU STRY I N GENERAL /"Jr /J 
POSTPONED WAGE INCREASES I N 1935 AND 1936 AN D 

THEN HAD TO ABSORB THEM I N A LARGE LUMP DUR I NG 

THE 9 MONTHS FROM OCT • 12j6 TO J ULY I 1937 

HE SAID TH AT THE AUTOMOB ILE I NDUSTRY 

WAS AN EXAMPLE OF AN INDUSTRY WH ICH HAD 

GRANTED WA GE INCREASES AT THE PEAK OF A BOOM 

WH ICH WERE SMALL IN COMPARISON WITH PROF I TS 

BUT DI FFICULT TO MAINTAIN WH EN VOLUME FALLS 

OFF -THE PRES I DENT SA I D THAT HE FAVORED ALL 

EFFORTS TO STABI LIZE EMPLOYMENT THAT WOULD 

MAKE IT POSS IBLE TO REDUCE THE COSTLY 

I NSURANCE OF A HIGH HOURLY RATE ON A SMALL 

NUMBER OF HOURS OF I RREGULAR WORK AND EFFORTS 

TO SUBSTITUTE ASSURED JOBS THAT WI LL PRODUCE 

A MUCH HI GHER ANNUAL I NCOME 
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THE PRESIDENT PO I NTED OUT THAT PROFI T 

SHAR I NG WAS BE I NG I NTRODUCED IN A GOOD MANY 

INDUSTRIES AND HE THOUGHT IT HAD PROVED 

SUCCESSFUL 

EXPLAINING THE GUFFEY COAL LAW I N 

RELATION TO PR ICE POLICIES THE PRESIDENT 

SAID TH AT THE MI NE PRICES OF BI TUM I NOUS 

COAL ARE NOT HI GH' AND THAT THERE HAS BEEN 

CUT-THROAD COMPETITION IN TH I S PART OF 

THE INDUSTRY - THE GUFFEY ACT IS I NTENDED 

TO ESTABL I SH A SOUND BASIS FOR THE I NDUSTRY 

THE CH I E~ EXECUTIVE SAID AND EXPLA I NED 

THAT SOFT COAL PRICES MUST NOT BE SET SO 

HIGH AS TO TRANSFER BUSINESS FROM EFF ICIENT 

MINES TO OTHER FUELS NOR SHOULD MONOPOLY 

PRICES FOR COAL BE SET - THE NEW FARM BILL 

IS INTENDED TO PREVENT EXTREME PR ICE DECL I NES 

IN YEARS OF LARGE SUPPLY AND ALSO TO 

PREVENT H IGH'PRICES I N SHORT CROP YEARS THE 

PRES I DENT SAID- HE SA ID IT SEEMED TO HIM 

THAT THE FASTER THE RISE IN ANY GROUP OF 

COMMODITIES THEN THE MOR E THE SPECUL ATORS 

TENDED TO COME I N AND MAKE THE RISE 

EVEN.. F_.ASTER 

"3' - ... 
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RE-

WASHN - GENERAL EFFECT OF AGR ICULTURAL 

INDUSTRIAL AND MONETARY POL ICI ES AIMED AT 

STOR I NG PRICE BAL ANCE OUGHT TO BE GOOD ON 

FORE IGN TRADE MR ROOSEVELT ASSERJ£D _HE ADO­

E~ TH AT RECOVERY IN U S AI DS WORLD~ECOVERY 
HE SA l D THAT THERE WOULD BE NO ~ANGE 

--IN ADMINIST RA T ION-S SUGAR POL ICY S l~ SUGAR 

WAS I N A DIFFERENT CATEGORY AND A POL ICY HAD 

BEEN LAID DOWN IN THE 1937 LAW 

WHEN PRESSE D FOR FURTHER COMMENT ON REL IEF 

SPEND ING THE PRESIDENT SA I D HE REFERRE D ONLY 

TO THE 250 ODO 000 DLS RELIEF BILL NOW P END­

I NG AND INDICATED THAT HE WAS NOT SUGGESTING 

FURTHER OUTLAYS 
WASHN - THE PRES IDENT READ 

T I /o 
0 HI S PRESS 

CONFERENC E WI TH EVIDENT APP ROVAL A STATEMENT 

P REPARED AT HIS REQUEST BY SECY MORGENTHAU 

SEC Y WALLACE SECY PER~INS CH AI RMAN ECCLES 

OF RESERVf BOARD AND ECONOM ISTS OF VARIOUS 

EXECUTIVE DEPARTMENTS 

TEXT OF THIS STATEMENT FOLLOWS-

-TH IS ADMIN ISTRATION HAS FROM THE BEGINNING 

PU RSUED A POLICY DESIGNE D TO PROMOTE FULL 

~MPLOYMENT OF OUR HUMAN AN D MATER I AL RESOURCES­

!HAT CONT I NUES TO BE OUR POL ICY- THE PRODUCT I VE . 
~OWE R TO OUR WOR~E RS AND OUR RESOURCES IF 

FULL Y UTILIZED CAN PROVIDE AND MA INTAIN A 

NATIONAL INCOME FAR ABOVE ANY LEVELS WE HAVE 

YET REACHED 
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-AN IMPORTANT FACTOR THAT DETERMINES 

~HETHER WE SHALL SUCCEED OR BE BLOC~ED IN OUR 

ENDEAVOR T O AT TA IN FULL EMPLOYMENT AND A HI GH 

LEVEL OF I NCOME IS THE BEHAVIOUS OR PRICES-

I N THIS CONNECT I ON CAREFUL ATTENTION MUST 

BE GI VEN TO - 1- THE RELAT IONS OF THE PRICES 

OF VARIOUS GROUPS OF COM~OD IT I ES TO EACH 

OTHER -2- THE RELATIONS BETWEE N COMVODITY 

PRICE L EV~LS AND THE LEVELS OF DEBT BURDENS 

AND COSTS - 3 - THE DI RECTION AND RATE OF 

MOVEM ENT OF THE GENERAL PRICE LEVEL - TO FURTHER 

ITS BROAD OB~ECTIVEH THE ADMINI STRAT I ON HAS 

THEREFORE IN ITS AGRICULTURAL INDUSTR I AL AND 

MONETARY PRQGRAMS NECESSARI LY BEEN CONCER.NED 

BOTH WI TH THE RELATION OF THE PRICES OF 

GROUPS OF sPECIFIC COMMOD ITI ES TO EACH 

OTHER AND WITH THE MOV EMENT OF THE GENERAL 

PR ICE LEVEL 

- THE MEASURES EMPLOYED AT ANY GIVEN TIME 

~0 FURTHER THIS POLICY MUST FIT THE NEEDS OF 

THAT TIME - A YEAR AGO TH ERE WAS GROUND FOR 

CONCERN THAT A TOO RAPID RISE IN THE PRICES 

OF SOME COMMODITIES WAS ENCOURAG I NG A 

SPECULAT I VE BOOM - DURING THE PAST SIX MONTHS 

ON THE OTHER HAND THE GENERAL PR ICE LEVEL 

AND I NDUSTRIAL ACTIVITY HAV E BEEN DECL INI NG -

GOVERNMENT POLICY MUST BE DIRECTED TO REVERSING 

THIS DEFLATIONARY TREND 

-TH I S DOES NOT MEAN THAT ALL PRICES SHOULD 

ADVANCE NOR THAT THE RISE SHOULD BE RAP ID­

PR ICES OF DI FFERENT GROUPS OF PRODUCTS MUST 

BE BROUGHT INTO BALANCED REL AT I ONS TO ONE 

ANOTHER - SOME PR ICES AND SOME COSTS ARE ST ILL 

TOO HI GH TO PROMOTE THAT BiLANCEO RELAT IONSH IP 
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BETWEE N PRICES THAT IS NECESSARY ~OR SUSTAINED 

RECOVERY- CONTINUED HIGH PR ICES 0~ MANY 0~ 

THE COMMODITIES NOT SUBjECT TO HIGHLY 

COMPETITIVE MARKET FORCES I NTENSIFIED THE 

DOWNWARD PRESSURE ON ALL OTHER PRICES-

THO SE INDUSTRIES THAT HAV E MAINTAINED PRICES 

AND CURTA ILED OUTPUT SHOULD SEEK THE RESTORATION 

0~ PROFITS THROUGH INCREASED RATHER THAN 

THROUGH RESTRICTED OUTPUT 
~ 

- THE PR ICES O~OME ITEMS . AR E ST ILL AT 

THE HIGHEST LEVELS REACH ED I N 1937 - SOME 

ARE EVEN HI GH ER THAN IN 1929 -WHEN HIGH 

PRICES SHARPLY CURTAI L SALES THERE I S REAL 

DANGER - THIS I S SHOWN BY OUR RECENT EXPER IENCE 

WITH HOUSING- A YEAR AGO THERE WAS A SERIOUS 

SHORTAGE -WE HAD UNUSED PRODUCT IVE RESOURCES 

AMPLE TO OVERCOME THE SHORTAGE - YET ALL THE 

MAjOR ELEMENTS IN HOUSING COSTS ADVANC ED 

SO SHARPLY BY THE SPRING 0~ 1937 AS TO KILL 

A PROM IS I NG EXPANSION 0~ ACTIVITY IN AN 

I NDUSTRY WHOSE RESTORATION I S VITAL TO 

CO NTINUED REC OVERY 

-~OR INDUSTRIES SUCH AS AGR ICULTURE TH AT 

OPERATE AT A HIGH LEVEL 0~ CAPAC ITY EVEN WHEN 

BUS I NES S ACTIVITY I S AT LOW LEVELS THE 

RE STORATION 0~ PRO~ITS MUST COME PRIMARILY 

THROUGH HIGHER PRICES- HIGHER PR ICES I N SUCH 

INDUSTRIES AND INCREASED OUTPUT IN OTHER 

INOUST~IES WILL BE INCREAS ING PRO~ I TS 

ENCOUR AG E NEW INVESTMENT IN REPLACEMENT AND 

EXPANSION OF EQU IPMENT - THIS IS NECESSARY TO 

~ULL RECOVERY 
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-THE AVERAGE FAM I LY WI LL BENEFIT FROM THE 

BUSINESS RECOV ERY WHICH A BALANCED PRICE STRUC­

TURE WI LL FOSTER - INCREASED EMPLOYMENT ANO 

MORE CONT I NUOUS I NCOME SHOULD MUCH MORE THAN 

OFFSET ANY INCREASE IN THE COST OF LIVING­

RECENTLY WH OLESALE PRI CES HAVE DECL INE·o MAR KEDLY 

YET THAT DECLINE HAS BEE N REFLECTED I N THE 

COST OF LIVI NG ONLY TO A VERY SLIGHT DEGREE-

A MODERATE RISE IN WHOLESALE PR ICES AT TH I S 
• 

TIME SHOULD ONLY SLIGHTLY AF FECT L IVING 

COSTS- I NCOMES OF MOST FAM IL IES WILL !~CRE ASE 

WH ILE THE COST OF WHAT THE HOUSEW IFE BUYS 

SHOULD SHOW L ITTLE CHANGE - THE AVERAGE 

FAMILY WI LL EN~OY A HIGHER STANDARD OF L IVING 

- IT IS CLEAR THAT IN THE PRESENT SITUATION 

A MODERATE R~SE IN THE GENERAL PR ICE LEVEL 

IS DES I RABL E AND THAT THIS RI SE NEED NOT 

AND SHOULD NOT EXTE ND TO ALL PR ICES - THE 

RI SE SHOULD TAKE PLACE I N AND MUST BE 

MAINLY CONF I NED TO CLASSE S OF COMMOD ITIES 

WHOSE PR ICES ARE TOO LOW - THESE I NCLUDE 

MOST OF THOSE RAW MATER IALS AN D FINISHED 

PROOUCTS.WH I CH ARE PRODUCED AND SOLO UNDER 

HIGHLY COMPET ITI VE CONDITIONS- SUCH RISE 

MUST NOT BE SO SHARP. OR CONTINUE SO LONG 

.AS TO LEAD TO A REP ETIT ION OF THE UNHE ALTHY 

SPECULAT IVE COND IT IONS OF A YEAR AGO -THAT -
SHARP R ISE IN PR ICES ENCOURAGED SPECULATIVE 

I NVENTORY BUY I NG WH ICH COMB INED WITH THE 

DECL I NE IN HOUS I NG CONSTRUCT ION LAID MUCH OF 

THE GROUND FOR THE PRESENT RECESS ION -WE • 

WE CAN To PREVENT THI S FROM 
MUST 00 EVERYTHING 

HAPPENING AGAI N 
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-OUR PROGRAM SEEKS A BALANCED SYSTEM OF 

P RI CES SUCH AS WILL PROMOTE A BALANCED EXPANS I ON 

IN PRODUCTION - OUR GOAL I S A CONSTANTLY 

INCREASING NAT I ONAL INCOME THROUGH I NCREASING 

PRODUCT I ON AND EMPLOYMENT - THIS I S THE WAY 

TO I NCREASE THE REAL INCOME OF CO NSUMERS 

- THI S IS NOT A POLICY OF RESTR ICT ION IT 

IS A POLICY OF ABUNDANCE 

-OUR A&RICULT URAL INDUSTRIAL HOUS I NG 

AND MONETARY PROGRAMS HAVE BEEN AND WILL 

BE DIRECT.ED TOW.ARD TH I S END-
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. PRESIDENT ROOSEVELT SAID TODAY THE ADMINISTRATION SEEKS A BALANCED 
~3 .. - ' 

~STEM Of PRICES WHICH WILL EXPAND PRODUCTION, INCREASE NATIONAL INCOME 

AND Rtv IV£ EMPLOYMENT • 

2/ 18- · R 1131A 
THE PRESIDENT OUTLINED HIS POSITION ON PRICES IN A STATEMENT READ TO 

HIS FRIDAY MORN ING PRESS CONFERENCE. 

TilE ADMINISTRATION'S POLI CY, HE SAID 1 • Is NOT A POLICY OF RESTRIC· 

T!ONI IT IS A POLICY or ABUNDANCE. • 

"OUR AGR ICULTURAL, INDUSTRIAL, HOUSI NG AND MONET ARY PROGRAMS HAVE 

&W At:D \II ILL BE DIRECTED TOWARD THIS END 1 • HR. ROOSEVELT DECLARED, 

KR , ROOSEVELT DECLARED THAT ACHIEVEMENT or THE ADMINISTRATI ON' S 

OOALS WOULD • PROVIDE AND MAINTAIN A NATIONAL IN COME rAR ABOVE ANY 

~VELS WE HAVE YET REACHED. • 

MR , ROOSEVELT DID NOT TOUCH ON THE QUESTION or WAGES IN HIS rORMAL 

~ICE STATEMENT. I NFORMALLY, HOWEVER , HE DECLARED THAT EMPHASIS IS 

CrNERALLY PLACED ON A f LEXIBLE VAG£ SCALE DURING A DOWNWARD 

S'I!NC OF THE ECONOMIC CYCLE, HOirEVER , HE POINTED OUT, I NDUSTRY HAS A 

TENDENCY TO IGNORE THE fLEXIBI LITY Of WAGES AS PRODUCTION MOVES UP, 

DELAYING PAY INCREASES UNTIL THE LAST POSSI BLE MOMENT • 
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orTEN, HE SAID, INDUSTRY DELAYS WAC:£ INCREASES UNTIL THE VERY PEAK or 

A aooM, EVEN THOUC:II THE wAc£ INCREASE IS SMALL BY coMPARISON WITH ~~3 

INDUSTRY' S PROFITS. BECAUSE OF TillS POLICY OF DELAY IN C:RANTINC WAC:E 

INCREASES , II£ SAID, IT IS DIFFICULT TO MAINTAIN THESE SCALES WilEN 

fROFITS FALL OFF • 

THE PR ESIDENT CITED TilE AUTOMOBILE INDUSTRY AS AN EXAMPLE OF TillS 

VACE POLICY • 

2/18··R1142A 
THE PRESIDENT DECLARED THE ADMINISTRATION PROGRAM DOES N 0 T 

!<:AN H1fLATION1 BUT IS A POL I CY TO HELP RESTORE THE BALANCE IN THE 

Fil iCE STRUCTURE. 

IT DOES NOT MEAN, II£ SAID, DEVALUATION OF THE D9LLAR. HOWEVER, 

~ CHARACTERIZED THE ENDING OF COLD STERILIZATION MONDAY WAS A CONSIDER-
• • 

ATI ON IN DRAFTING THE PROGRAM FOR RESTORATION OF PR ICES. 

HE SAID THAT HE AND TilE GOVERNMENT' S EXPERTS ACREE THAT•PR ICE 

DISLOCATION IS ONE OF THE MAJOR CAUSES OF THE RECESSI ON. HE SAID 

DISLOCATION OR MALADJUSTMENT FOLLOWED SPECULAT IVE BUYING WHICH 

~-vELOPED DUR I NG 193& AND TilE FIRST FOUR MONTHS OF 1937 AND BEFORE 

~~. ROOSEVELT ISSUED HIS WARNING LAST APRIL THAT PRICES WERE GOI NG TOO 

IHCH, liE OBSERVED THAT PERIIAPS HE SHOU~D HAVE ISSUED THE WARNING BEFORE 

II DID. 

AS TO CREDIT POL ICY, THE PRESIDENT SAID THE ADMINISTRATION 

EXPECTS T.O CONTINUE TO MAINTAIN EASY CREDIT CONDITIONS, THE FEDERAL 

!!!SERVE BOARD AND THE TREASURY ARE COOPERATING TOWARD THAT END, HE 

SAID. 

THE CHIEF EXiCUTIVE THEN ASKED IIIMSELF THE QUESTION WHETHER THE 

Alli':WISTRATION HAD TAKEN THE 1926 PRI CE LEVEL AS AN OBJECTIVE TO BE 

ATTAINED . HIS REPLY WAS YES AND NO. 

HE SAID TilE OBJECTIVE WAS NOT TO RESTORE PRICE LEVELS TO THOSE OF. 

A GIVEN YEAR BUT TO SEEK A BALA NCED RELATIONSHIP BETWEEN PR ICES AS A 

i't A~S OF STII'IULATING EMPLOYMENT AND THE BROAD ECONOMIC STRUCTURE. 

2118··R1147A 
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r,R , ROOSEVELT SAID THE 1926 

A CRITER ION BECAUSE 'CONDITIONS 

PRICE LEVEL HAD BEEN SELECTED AS ~ 
~3-; 

IN THAT YEAR REPRESE~~ED A FAIR BALA NCE 

~TH REGARD TO CREDIT-- AS BETWEEN CREDITORS AND DEBTORS, SINCE 1926, HE 

~INTED OUT MUCH NEW LENDING OCCURRED--ESPECIALLY IN 19JJ 1 1934 AND THE 

~REE YEARS SINCE THAT TIME, THIS LENDING , HE POINTED OUT, MODIFIED THE 

C£t.ERAL PRI CE AVERAGES OF 1926 TO A CERTAIN EXTENT , 

TPE PRESIDE~~ SAID HE COULD NOT SAY WHETHER THE PRICE LEVEL COULD BE 

~!SED BACK TO THE 1926 INDEX AS IT IS A VARYING THING AND SUBSEQUENT 

RELATI ONSHI PS EFFECT ANY ~ORM THAT IS TAKEN, 

r.R . ROOSEVELT ASKED HIMSELF WHETHER LABOR COSTS WERE TOO HIGH, 

~ REPLIED THAT THE REAL ANSWER TO LOWER COSTS OF PRODUCTION IS TO BE 

FCU!lD n: INCREASED VOLUME RATHER THAN IN LOWER WACES, HE POINTED OUT 

~AT DESPITE THE FACT THAT EAR NI NGS PER HOUR IN MANUFACTURING CROUPS 

~RE 24 PERCENT HIGHER IN 1936 THAN 1932 LA BOR COSTS PER UNIT OF OUTPUT 

liERE ON LY 6 PERCENT HIGHER 1 DUE IN PART TO THE FACT THAT PRODUCTIVITY 

Or LABOR INCREASED , 

T~E PRESIDENT ' S STATEMENT DECLARED THAT PRICES HAD FALL EN IN THE 

PAST SIX XC~~HS AND THAT WC OVERNMENT POLICY MUST BE DIRECTED TO 

REVERS ING THIS DEFLATIONARY TREND , • 

-rHIS DOES NOT MEAN,• HE SAID, -THAT ALL PRICES SHOULD ADVANCE NOR 

THAT THE RISE SHOULD BE RAPID , PRICES OF DIFFERENT GROUPS OF PRODUCTS 

t1.1ST BE BROUGHT INTO BALANCED RELATI ONS TO ONE ANOTHER •• 

HE DID NOT LIST SPECIFIC PRICES IN HIS STATEMENT WHICH HE BELIEVED 

~OULD SE REDUCED BUT SAID THAT •coNTINUED HIGH PRICES OF MANY OF THE 

roXXODITIES NOT SUBJECT TO HIGHLY COMPETITIVE MARKET f ORCES 

INT£1\SIFlES THE DOWNWARD PRESSURE ON ALL OT·HER PRICES, • 

"THOSE I NDUSTRIES, • HE SAID, •tHAT HAVE MAINTAINED PRICES AND 

WRTAILED OUTPUT SHOuLD SEEK THE RESTORATI ON OF PROFITS THROUGH INCREASED 

AATHER THAN THROUGH RESTRICTED OUTPUT,• 

2/18--R1J.57A 
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LABOR , THE PRESI DENT SAID, IS MORE EFFICIENT I N KASS PRODUCTION 
? . '\ 

I/1DUSTRY WHEN THAT INDUSTRY OPERATES AT A HICH LEVEL OUTPUT , - .," 

THIS IS FURTHER DEMONSTRATED BY THE FACT THAT IN THE LAST FIVE 

~NTHS , DESPITE THE FACT THAT WAGES HAVE NOT INCREASED, SHRINKING 

~LUME FORCED UP LABOR COSTS PER UNIT OF OUTPUT AS MUCH AS THEY HAD 

RISEN BET'OEEN 1932 AND 1937, 

MR . ROOSEVELT SAID HE FAVORED ALL EFFORTS TO STABILIZE EMPLOYMENT 

ruAT WILL MAKE IT POSSIBLE TO REDUCE THE COSTLY I NSURANCE OF A HICH 

~URLY RATE ON A SMALL NUMBER OF HOURS OF IRREGULAR WORK, AND SUBSTITUTE ... 
~ " 

~SURED JOBS THAT WILL PRODUCE A MUCH HIGHER ANNUAL INCOME, 

ASKED IF WAGES ROSE TOO FAST LAST SPRING , HE REMARKED THERE WERE VERY 

IT~ VACE INCREASES FROM 1934 UNTIL OCTOBER, 1936 , IN THE NEXT NINE 

ID~~YS , AVERAGE HOURLY EARNINGS I N MANUFACTURING I NDUSTRIES ROSt FROM 

~OUT 57 CENTS TO ABOUT 65 CENTS. HE DECLARED THAT MANY FIRMS WERE 

IN A POSITION TO INCREASE WAGE RATES IN 1935 AND 1936, HE SAID HE DID 

IDT BELIEVE IT WAS HEALTHY FOR BUSI~ESS TO POSTPONE WAGE I NCREASES 

SO LOt:C THAT THEY HAD TO ABSORB THEM IN A SINGLE LUMP OF THAT SIZE, 

HE PR ESIDEI\'T SAID THAT If VAG£ I NCREASES WERE NOT SO LOtiC DELAYED 

ruT WERE MADE AS BUSINESS IMPROVED , BUSINESS MANAGERS WOULD HAVE A LONGER 

~R IOD OF ACTIVITY I N WHICH TO ADJUST THEMSELVES TO WAG£ CHANCES. 

THE RES IDENT SAID FARM PR ICES ARE A GLARING EXAMPLE OF PRICES TH,AT. 

•tRE TOO LOW. HE SAID THE NE WLY ENACTED FARM BILL WAS DESIGNED TO PR 

~TREME LOWS AND MAI NTAIN PR I CES I N YEARS OF EXCESSIVE CROPS CAUSED 

EY NATUR E, 
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r~ . ROOSEVELT HOPED HIS PRICE PROCRAH WOULD HAV£ AN 

acttLE~T EtFICT ON FOREIGN TRADE , ANY HIASUR£ 1 HI SAID , THAT HELPS 

RECOVERY IN THI U, S, _ALSO HELPS .WORLD RECOVERY, 

HE WAS ASKED WHETHER SUGAR PRICES WOULD BE AFFECTED AND SAID THAT THAT 

~LL I~TO A DI FFERENT CATEGORY• THI SUGAR ACT OF 19J7 WHICH ESTABLISHED 

~CAR POL ICY. 

TYE CHIEF EXECUTIVE WAS ASKED WHAT COULD BE DONE ABOUT SITUATI ONS 

iiitRE RIGID PRI CES PREVAIL , HE SAID THAT SUBJECT WAS BEING GIVEN STUDY 

ruT CONCERNED INDUSTRIES ON THE MONOPOLISTIC SIDE, HE SAID NO ACTION WAS 

READY YrT , 

t:R , ROOSEVELT SAID ll£ WAS MUCH CONCERNED BY THE EXCESSIVE BIDS FOR 

IIRCHAtiT CARGO SHIP CONSTRUCTION. HE SAID THEY WERE FAR ABOVE THE COST 

~ BUILDI NG SHIPS DUR ING TliE WAR PERIOD . 

liE SAID THE PROBLEM IS A HEADACHE. 

ASKED WHAT COULD BE DON£, H£ SAID .THERE WERE SEVERAL COSTLY ALTER­

I~TIVES 1 SUCH AS GOVERNMENT FINANCI NG OF A NEW YARD OR GIVING NAVY YARDS 

~~EQU IPMENT . liE REVEALED ll£ HAD TALKED TO CONGRESSMEN ABOUT THE SHIP 

WILDING PROGRAM AND THAT Tli£Y ADMITTED THE ONLY WAY COSTS COULD BE 

•rtD WITHIN REASON WAS TO HAVE THE VESSELS BUILT IN FOREIGN YARDS, BUT 

THAT NAT UR ALLY TliEY COULD NOT VOTE FOR SUCH A PROPOSITION, 

~~!8io~~tlT WAS ASKED ABOUT WAR DEBTS AT HIS PRESS CONfERENCE 

AND REPLIED THAT HE HAD N 0 T DISCUSSED THE MATTER IN THE PAST 48 

OOURS ANY MORE THAN I N TijE PAST 48 DAYS OR 480 DAYS . 

2/ 18··R1211 P 
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co-t.WIIIION&a OP 

A~C'OUNTI AHO Olf0.118 

TO: THE Sl!XlRK'l'ARY 

TREAS URY DEPARTMENT 
~ 242 

O,.P'ICC. Olt TH& SCC.RaTAftY 

WASHINGTON / 

J'obruery 18, 19~ 

Tbla ie i.n reference to the eituation with respec t to the 

paYll"lnt or un~1oyment compenaation, bue<1 upon reports r ecei· .. d rr0111 

tb~ Treasury otticera who heTe been u oi&ud oa cona>lting aecountenh 

to the Social Security Board . 

Our accountants, on th1• uais-nt, han bean 1natructe<1 to 

turniah thie ottice ..... rantly with U.. follow ing intor~~~atlon: 

1. Na .. paper clipp ings 

2 . Stat..,.nta showing statue of work (i.e. number ot clai.Ju 

filed, approTed, denied, in proceee , and paid). 

3. Repor t on important ~~~attars rele.t !llf! to tac1l1t1ea and 

problema or the atate agenciaa (in tba t orm ot a quea-

tionnarie) . 

4. Diar;; ot eTenh relating to the aaei &.,..nt. 

In addi tton to the torago 1116 information r eceiTBd directly 

!'roll: the TrM eury accountants, tbia office !a rece iTing tro:o the SOCi al 

Sacurit y Board in washington a aem1-weekl 7 conridenUal release report­

ing t he condition ot worl: in all atat81 with raapect to nwnber of cla i u 

f!led , approTed, denied, a nd paid. Unti l recently tbl e ••• a da ily 

releaee . 

'!he lateat intol'll8tion wa bun with r .. pect to the T8l'1oua 

atatea 1a eat t or t h in the a ttached l oce& leaf bi ndor , 'lbich h ltopt 

up to due •• nearly aa pracucahla. 
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accountao\e, a.re: 

.Uabaa 

.l.riZOII& 
California 
Co1111acUcut 
D1etr1ot of Columbia 

- 2 -

)laiQe 

J.l8r7lall4 
Maaoaehueaua 
1411111880ta 
New Yorlc 

NoJ'th Cerol1na 
OJ' -eon 
Pe11118Jl1'1lll1& 
Tonua .. a 

, ..... • • a.r'f oe& or Treaeurr The atahe which have _not re"uoe• -• •b 1 

aecou.nte.nta , are: 

Lou1eiua 
New Hapebira 
Rhode IaliUI4 

Ta:rae 
Utah 
Ver111011t 

V1rg1D.1a 
'l'aet Virginia 

C.narally epeal<1ng, tbe atatea wbi cb hu e 110~ r"'luu'-'1 the 

aen1eea or Treasury a eeo1Ultante are repoJ'te4 to ba in eo\iataetory 

eondi \ion. Tb1e does not appear to bo true in ~be eeae of Louiaiana, 

VIrginia, or Wee t Virginia. 

Tbe Treaaury accountant waa not called i n until Jobruar:r 15th. 

The 111\eat 1ntoraat1on we ha'fe regarding the cl al.ma work in thi s state 

1o aa ot February Stb a Dd is rather unfaYorabla. Tbe total !lliAbar of 

c1.111u tiled wa.a report e4 a a bei ng 711, 000, of whieb 39, 400 bad been 

al lowed and 410 deni ed, lllllkilli! a total or 39 ,810 cla1""' d1epooe4 of 

(approx1a tol:r ~). Tbrougb rabruarl' 9tb ollly 14,5W cbacke a111011ntiDC 

tc t 99,313. 00 bad bun 1aeued . 

Tbe YOl\11118 of clal.mB 1s amall but tho a1tuat1on wHbin t he 

State Aaenc:r 1a not eat1afactory. Tbera baa beoo e.rioue di tt1cult7 

d•a to inllo.o:patent balp, peat" organization, interaal dtaaaneion, an4 

poll tical influence 1n .-plo7iD8 pereonDal. The coat of aclain1otra\1ol1 

1e Yer:r bip. In a apee1al u~tiYa ... a1o11 bald b7 the State CoalUiOD 
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on l'e'bl'\1&17 lUh, 1t -• u118111Doualy auood \ba\ \he aerdoea c.r \he 

'!'J'eUIU"Y account aat would be requeated t or eo dqe to ccaplehly Of'!&also 

\be .~eency . The """'• or the work or prooeadug ole.iu &ad t osuiug 

benefU obeoka, bowan:r, a.ppeara to he aat1otauory . 

CALI!ORNI.l 

The 'YOlume or claiu ta bea'Y)' ond the ai tuaUon 11 no\ at all 

aatiat aetory . Although t1rat payment s were due l'ebruar)' 7\b , the treuury 

eeecuntant reporh that as ot February 14th de\onoinuions had 'been CCIC-

rleted on onl7 38,461 cl..U. out or " total or 10'7, 7~ tiled, aDd onl7 

:104 eheel<o bed been ioaued againat 30, 519 P&f order• rece1•ed· He aleo 

r epor ts tbat delayed payment& will result u od while tbero has been no 

urioua publ ic er1 t1C111D tbue tar \bet 10 llkely also to reeult. !!a 

statu eerv1cea haYe not been utilbed by tbe Ageno)' to any great extent. 

CONlll!lCTICUT 

on.. atat ua or tbe work in tbia State appear• to be generallY 

eatlot actory. 

DIS'l'RIC'I' 01' COLI!IIBU 

Until February 14th, the D1otr1ct OD•ploYilollt compenaation 

Poard declined the aaelatance or a 'rre&8\l:t'Y account ant but Ilia ae:t'Ytoeo 

era now be iug uaed. 

l Oth) ta tbat 20 , 114 claims ware f iled, or wbiob only 

The lataat tntorm&\ion a .. tlabla (aa of February 

1739 were ellowad 

t.11d e,M7 dRied aakiug a total or 8,296 41epond or. 
Tbio i odlcateo 

th ey are cona14arably in erreer• in datarm1n1Dg banot1 ta. payment• 

were ordered in only 929 

&:llOUntiD& to t3,lOJ.OO. 

caaea, againot Wbieb onlY ~ were to.ued 

Tbe a1tuat1oll in the Diatrict ot COlUIII>ia 
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l>a• beOll wuche cl c1oa ely b7 reprMeD\a\haa or \he Social s.cur1v Board 

pd euU\&DCI g1TID 1n dne1op1ng Jli'OCedura ud organlzaUoD. 

LOUISUNA 

Al thoug)l 'l'reasuey aer'Ylcea haTe not beaD raquoehd, we h• n 

sent t.be Tranlllll:'y e.ccouDtllllt to Baton Rcuge , jua t to look e.round E.Dd 

procure what 1D!onnet1oD he cculd under the c1rCWllatt.ncea. Tho lateot 

!ntormt1oD we h!ITo rege.rding cla1ma filed and benefit detara1Det !one 

a:ade , 1a a a ot :P'ebrual')' 5 t h. AB ot tbllt date, 21,2'79 c1elma had been 

filed , on •bleb only 10, 1'73 benatH detenoi.DaUona had heeD cQ~~pletad. 

Tbla wor k , a\ t hat t ime, was ollly 50l' curran\. Aa or Jebrue.ry lOth, 

3824 b enef it cbecka, 1nYOlT1D8 t he IIUIIl Ot $U,4?4,20, bad beaD laaued , 

1nd1Cat1ng that t bere al&O 1a delay in tho 1UU&DC8 ot chocks t or ban-

etlta due . AJJ praT1ousl7 stated, our men are under tnstruc\lone to send 

to thie Ortlce all newspaper cl1pp1J168 rol ll tiTO \0 \he Ull811ployment CO.,_ 

ponsatlon progrem, but tO date <be o oU.y nee article s rece1Tad on the 

State or Leu lei an& rela \a t.o Gonrnor Lache ' o progr1111 or aacur ins •non-

tlrlag" pleclgaa tro., employers. .l 1>8Wapaper cUpplng rece!nd lest week 

all, a ttributes to GoTernor Lache a e\at-nt \ O artec\ that LDU!al a • 

Ia en joying •ploJIIOnt coD<!1Uona be\t t.r tball 11101 \ or the etatea and \bet 

leae than l~ of LcuisiaD&'a popul&\iOD t.ra elaiiiOJI\8 for benefits under 

the CoJliPenaatlon P8JIII8D t Act. 'l'he TrG&I\11')' a ecolln\8J1t he s Juet been in­

structed to ••• Soci al SaCill'itY Board repreeen\at i•e wltb a •iew to aacar-

d htfta a de!lni~ uDder• 
U1nlng Juat wbe. \ \be preaent eituatlon ie 8.11 reac ..., 

t\11Jl41ng ae to llbe\her bla serrteea will be u tilized by the State .A&•DGY• 
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'nle a\atua ot \be work iD \h1a S\a\8 appean \o be g&era l l;r 

18uaractorr . The tr«Dd ot cond1tiona 1a forward and no t backward. 

Tbe Treasury accruDtant reporte ll deplorable condiUon wtth 

r espect to orgaD1zat1on within the S\ata Agency. Tbo priDCipal ditti­

cult7 appears to grow out ot the tact that, becauae ot illneaa, the 

--.-- -
l!lecu t1n Direc& ot the Agency baa not been on du ty ainca .w.guat 

19:17 , w1tb th't reault that there ia no directing torce in \be .~Senor 

t or coordiaating tM l'lll'iOWI actiTit1oa. The Traaaurr account&D\ b.aa 

bean ra'tuire<l to shoulder mcb ot \be adlliniatrat1n reaponaib1lit7 and 

r eports \bat tho •ployment ot a 'tu&lit1e<l direct or , clothed w1\b the 

necouary autbor1 ty, ia required to put tho Agency 1n ebape in order 

that it may tu.nct1on properly on a permanent basia. He also reports 

t hore 1a no one in the organization at tho present time capable ot 

tilling eucb position. The 'l'reaaurr accountant haa had aaTeral 

eontareneaa in Washington with tho Social Security Board relatiTa to 

tble 116 Uer. On FebruarY 15th a contare nce ne bald in \1esh1ngton 

between the Weryland u11.,.ployment Co~naaUoh Board and tho Social 

Security Board as a result or wbich tho State Board 1s detinitslJ c ... -

to praapt nct1on in this matts.- o 8 woll & 8 other corract1Te 
Notwith-

101 ttod 

action w1tb raopeot to the organization ot the State Agency . 

standing tho aforementioned condition tho progreae mode in process ing 

~~•• ra•orabl7 with 
cla ima throush the benefit det erl!lin&tion atago co~..-

CIOat otber atatee due largely to tho unuaual ottorta put torth by th• 

'l'raaaury account&Dt . Regar4lee8 ot ccrroct1Ta action \ba t ia to bo 

~ .,, ,,..! .... 
- T v 

-
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\Uen \he State lloar4 deatr .. the Ml''rtoea ot t'"- ...... ... ....a..u'J' aOOOUJI tall t 

tor at lout 8Jiotber IDOJith, In Ti .. ot the delay ill laauillg benefit 

chocka tho State Bolll'd 1aaued ardara laat week that all eoaploreaa ot 

the AgonCJ would work l2 hour a a da7, plua 7 boure on &ulda7, UJitU 

41a tr1but1oo ot cbecka ia up to the echadule eet to g1To n ary UJI­
ployed worker 01118 check a week. .&a ot J'ebruary 14th thoro bad been 

37,417 check• 1aeued, a..untillg to $326 ,074 . M . 

Intormat1on conoarnillg waa .. Oblle&tte ia rathG' meas• tor 

the reason that 1nraqueat1ng t he aerTioea ot the 'freaaury accOillltant 

the State .&aeney baa placed reetr1ct1ona on the manner ill e bieb inter-

... uon •ould be colllllWl1cated to fiaabington. The lateat 1ntormat1on 

&Teilablo 1a aa ot J'ebruary lOth, abot~ing that 229 ,913 claims WC'O 

tiled. Ot tbeae, 109, 79:1 baTe beOD allowed, and 5 , 721 denied, -'tillg 

o total ot 1.15,516 clat.e diepooed ot. J. total ot 73,270 cbeckO bad 

been iaauec1 , uoolllltillg to $741.,89'1.00. The Treasury aooountant atatoe 

that there 1a coDBiderebla "beat• being pllt on the State Unemplo)'llent 

Co~~P&naaUon Co..Uaion by the newapapara, part1cularl7 the -spr1Jigt1al4 

Rep~tbllcan• . 

The Treeaur'7 aocountODt wu DAit called in UJitil 1'~7 lat. 

Ra roporta that u ot 1'ebrUar7 16th, 66,~6 cla1• bad bean tiled , ot 

which 31, 200 ••• allowed, 8'11 denied, 1118J<1Jig a total ot 32,071 clalJU 

c11spoaed ot. J.lthougb t1rat pay1118ntl were dlle 18JIU8rY 23rd , onl7 2 ,73'7 
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check• e.ounUD& to $3l,88l.,36 bad b- 1a.,e4 llJI to labr1aaJT l5tll. 

Tbe n-eaaoU-7 accoun\aJlt aUriwtea tile alow prosreaa to 1Deutticient 

•»ace, Wlqllalitied pceoDDel, taulw orsanir.auon , and leek or pera­

nent pr ocedure. Altllough he reports that there bee been 110 public 

crlt1c1• thue tar, there will be o aerioue condition of delaJ e<l p• y­

mento untU the ntorsen\ioned det1oienciea Ill'& corr ected. 

Nl!ll IWI'SIIIII! 

The eta tua or the work 1D thla State appear a to be generally 

aatlatllctorJ . 'lbere 1a little likelihood. or t be aerrtcea or the TreeiiUZ'J 

accountant b~i!l& requested . 

NEIV YCilK 

Until t be paet week the aituation in New York looted TC'7 

doubtful, but a report receiTed a e of Februar)' lOth indicates t bet 

!Jtl>roT-nt baa bean made recently ancl that work will be on a 

current baa1a _. t t.e bew een labrUar)' 2G and !.larch 1. AJJ or 

l"ebru&rJ 10th, 662,400 claiae bad been tiled and cle terainatlona bed 

baan made wi til reapact to 289 ,424 of the cla iaa · It i s to be noted, 

hooreTer , that M,OlO ot theae claiale ware cle t .,.inecl to be 1Del1gibla. 

Checka actually i aaued Jl1111lhere<l .. ,114, and in addition , there are • v ,O'I8 

checka in the State ec.ptrollar'a ot rica whioh ••• to be releaaad aa aocn 

aa r t (lllired notices are receiTe<l trom claimante , iDdicat1ll8 that they haTe 
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aot worked durill& the particular wael<a to which the beut1 t checl<a per-

tain. Jn a ddition there were 110,132 el1•1ble cla'- 1-D .... ••a ~ og prepara-

t!on of tho cheol<a , 

that on Pebruarr lOth they tasued 12,078 cbeolco. Thh 1e moro than 

ono-rourth ot tho ehecl<e Issued dur1og the whole period. It 1e dltrlcult 

ror olther the Soo1a l Secur1t)' Board repreaentat1vo or the Treoeury 

accountant to render maxiliiWil aer<r!oe In New Yo1•1< State because or the 

!Ott! tude ot the State A&ency. 'nul S \&te A&ency appear & to be r eluc\ant 

to turn1ah 1ntor~~&\1on or data on tho Jr q;reea be1116 lll&de 1n the procua-

too ot cla l.ma . 

llOR"m C.AROLlllJ. 

There waa little 1ncl1ne.t1on to uee Pederel aaolatMce until 

~·::~ - -.;, .. 

otter adYoree newspeiM~r publicity on Pebru&J•y 9th. All or February 14th, 

1~7,098 o1a111l8 had been tiled, or wblcb 70,302 bad been .. nowod end 13,000 

don led, •I< log a to tel ot 84,292 cl a11118 d!Gpoaed or. There bad been 

~,622 pay orders prepared against wh i ch onlr 1&, 260 checks had been 

l .. ued a lthough t he rtrat bonefH pe::aenta beo11100 due on ]llllllAI'Y 23rd . 

The Treasury a ccoun tant r aport a that he consider I tbe a! tuat ion rather 

aerloua aa the Agency in 1 u endeuor to correct t ho delq In payment. 

by apeed!og up the 1oauanee or pay ordera und chocl<a baa literally t hrown 

all procaut1one t o the wind s . Dupl1cato oheclce b~Ye been mai l ed on mAnY 

d! tterent ocCI\al one and ,.hila th e ottic lelo ore aware ot t b1a attun tlon, 

t hsy reru
1 1 

to allow any Yederal repreaentat 1Yel to beco~g r~~llar wi th 

the c 1.rcuaatanoea eur round1ng tho lack or a4equate ~ntrol oY&r d1abUra•­

r.tnto 10 thst 1116SIStlY8 procedural 1&'1 be denlopad . '!'here appear• to 
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be ioadectuau apace, ' lack ot - tned -uo••el , t • t r- ~· na~e1ua e orgruol~a •t on 

end ouper.,lalon, and a de finite ne&d t or ataD4ar4 operating proce dUl'e, 

OR3l011 

Oregon ta mo'Jing 'Jery oautioutly, placing princ ipal a.phasie 

on aecuncy tn lllllking benett t detormtnationa nne PIIO'mente. Paymont • tn 

Oregon aro probably elowed up oomewhs t beonu ao ot pro'Jision in State l ow 

no~ r eq\111'1118 eaployero t o make report• until oeporotion ot • plcyeu. 

!!enetlt del.enol naUons are baaed upon weee repcru. r&eei'Jod trom ... plcyero 

et ti.,. ot oeparaUon r ather than upon current repcrh. \fork relattne 

~e det8J'IIl~~& tton or bell!>tite 1a only abou t 2~ current, It i e aloo re-

ror te4 that the personnel is untrained end tbet there le Inadequate super-

2 ,, 
v .... 

vis ion . There appeare to ha'Je been no oericue ad.,eroe newspaper publicity . 

Report rece i 'Jed this morning indicoteu improvement In conditions . 

PnlHSYL V.AN IA 

Condi t1on.a in this state nre t ulrly eatutectory although the 

lug~ nWilber ot clailllants, 81 ,893 , wbo ho'Je been 4eclnre4 temporarily 

i nelig i ble may result in a eonoitlon ot delayed paycenta end seriou• public 

crltielam tr a wbetantlal lllll:lber ot eucll clahenta ere enntual}J' deter­

~l ned t o be eligible becauee ot improper • age recorda kept In the Stat e 

Agency. ifhlle tbere hae been no aeriouo newspaper criticism thua tor, 

n4 I • b eift<' r eeelnd In the State J8enoy 
e henTY volume ot correspo ence g ~ 

!'rom olnin>nn~a who regtatered through tbe ttrat tbroo weak • wal Ull£ period 

h• " e not vet recelnd tbe lr rtrot benet! t 
and f irot compensable week, but ~ ' 

ct.ocl<a, .Uao l ett 81'• are being recei'Jecl t roll ouoh civio groups eo 

Or Coa»rco, etc. • inctUirill£ about delay 
.'JHr tcon Le gion Foote, Cbuberl> 

- . e -a.,•"-· accountant reporh t hat opacs, equlpun•' 
in ben&t i t pii)<WnU. ' " u -• 
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• ...-o..,.. Fe'bruery 12t h, a parec1>11el 1 ud procedure 1a all adequate, - .. ft .. 

tDtal or 481,792 clal.a& had be_on tiled and detenolna ttcna M de In 

:;42,408 cuea, leartog ~9,384 clat.a IU>prooeued, .&ealnat 2W, 700 

pay orders raoo i'fed , l4-4,5W cheoka hnd bean 1aoued. Firat paylllente 

•ere net duo until l"ebruary lat . 

RHODE ISLAND 

The atatua or tbe work In t hla St ate eppearo to he generall:r 

oetlotuctor:r . 

l'lbile the atatua or benef it detarm1na t1on work has been 

generally eathtaetory, the Treasury accountant repcrta February 14t h 

th&t ttle progrees or benet! t pa yments a.tter determ1n&t1 ono have been 

completed has been 't'ery unaatUtllc tor)", Tbla 1G due t o lacl< or filing 

equipment , lnett1c1ent perecnnel , errors I n c omputing clal~a, Incorrect 

t lllng, 8J1d llllJlY other contributing ractoro. Vory taw corrective llet<I\U"U 

t.re b el~~& taken by the stage A88DCJ• '11here11e 58,8eo pay order e ht .. e been 

recel .. ed through February Httl , onl)' 20 ,05? ebecka c.JI<)Wltlng to $139, 284. 8? 

ben bean tuued nge inat such P{l)' ordera. There already bee been newe-

paper critl c l em and the condi t ion or delay ed p~nts will probebly become 

eTe n 110r e eer1ou.&. 

TElCAS 

Tbe atatue or the work In tbh et nto appeera to be gencallY 

ea tlet actory, and I t Ia unlikely t hat ttlo eer .. tcea or the Treaaur:r eccount-

ant wlll be raqueeted. 

~ 

Tba ata1ua or the work In 'ble Stat e ap pear• 'o bo general lY 
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J&tU t uo torJ u Dd 1t ia lllllilrely that t he oerrtcu or the 'l'recaury 

aceountan ~ will be r a<Jleated. 

The atatue ot the work in thie Stetu also 8ppeera to be 

eenerally aatiatactocy e.nd that no need Will exia t ror t he aeni cea 

ot tho Tre aoury a ccountant. 

--_.........,. VIRCDUJ. 

Pa7Unta i n Virginia war o dun at the end o r t he ~irst coc-

fl~aablP l':Uk1 OU Janual")· ~th. .UthouS)> tbe .. rdces o f our Treaaur :r 

oeeo~ntant haTe not beau requested , be repor t o that only 2, 212 checka 

ware writt en through February 12th. He wa a unable to obtain aceurat e 

t!gurea on the number or checks or clHiml now due or pa.at due, but the 

beat eat1me.tee on Febr uary 12th are trom 18,000 t o 23 , 000 I tema now due, 

eolrfl or which are t wo or three weeke past due. H a ppears that 1 t will 

l<il<e t.lt ler at thirty days to cle!lll up the back lo<:d , and the problem 

undoub teily will be 1ucraaaed and bee~ cora acu te aa • continu ing" 

cle!ma become due rroc we ek t o week. Tbero ap~eera to t a•e been no 

oheru publlcH; t hu s tar, but t he Tr elllalry aocountant•s eppre.i sal ot 

the • itu a ttou is that it is rather serious . Ro olso repor ts thot t he 

oN'tce or the State Au ditor bas appu:-ontl; ae aumed control OTar th e 

•ccountlng and benef i t p07Unt procedures e.ud that th e Aesl atant S tate 

Audl tor is oow in pareonlll charge . 

l'I!ST VIRC INIA 

h in t he case or Wes t Virg!nia 
The lat eet i utoraation • • . aTe 

1a that cond1t1ona a:re not TorY eatiotactorr and tba t th: re baa beeD 

2~?. 
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quit• a 11 Ula e4T••• pllbliciq • u ot rellruVJ l01h bamttt d e1anli-

na uou baTe been coapleh4 OD approxi•1ely only 5~ ot the total DUabor 

or clolma tlle4. 'l'lla chlocka luued tllllllbarec1 lQ , 740 , ln,.olTl"S a total 

eum of !l200 ,508,24. It appear a that Clo'terDOr Holt hao promleec1 repro­

sootatl1'ea ot orse.nlud labor to •plor ..,re olerkl to cpedtte proceaol DS 

of clelu. Con~~iderable 4itticulty ia boiq; enoounterect bocauee of tallura 

or emplo7era to tile was• reporte. lf~.rrante t or the orreat or some cle-

lloque n t e.ployar" ha1'e been lemed. '!'hue tor there hae been no incline-

tloo to requeat the sarvtcea of the 'l'realllr)' a ccOUDtant. 

It 1a worthy or note 1bat in a sreat lllllA1 state• the proportion 

or claime denied to cla1Jia tiled 1o sreat. Thaae 4eniela are .. de t or 

'1'8rloue reaeona ouch as lack ot wage recorda in the State J~sanor, in· 

eufflo i ent earnill8e reoorded in W&l!e recorda , l aok ot social aecurlty 

numbers tor claimants, lack ot other naceeeary information in tba claima 

preaent ed , errore in benefit detercinationa, dupli cate claima, etc. 

'lben tbeee claillle are denied and it lateT 4nalope that due to improper 

record keapill8 or other action toll:• by tbe State Asency the claiu aboulcl 

han been allowed, 11.1ch serious critlciam c a.n denlop &1'en thou;;b tbe 

condition ot work 1n the Aganey baa been seMrally eatlataciorr. '!'hera­

fore , the Trea.ury accountant• are boins requested to ilTa special 

ft ttontlon to this phase ot the eltuation and report tull1 to 
118 

not 

only the conditione that exiat bu t abo the aaeurea th" t will bo t aken 

~o lillnlata the ditticultlea. 
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l\l.: Cl•iDASSY 

LONDON ( EliGLAND) 

75 

!"OR BUTTERWORTH . 

The Secretary of the Treasury transmits the 

followinB text released to the ~ress at the ~ndtc House: 

" STATEMENT READ TO NE'.;SPAPCRY.EN '.'IHO ATTENDED THE 

P:lC:SIDEN'l' ' S CO!IFERE!ICE VII't'lo THE PRESS, FRIDAY , FEBRUARY 

18 : 

"This Admini s tration has from the begi nni ng 
r ur n•1c:i a policy designed to promote full employment 
of our hu.'llo.n and material resources . That continues 
to be o•1r policy. The produc:t1vc power of our workers 
nnd our resources , if fully util i zed, can providE and 
r .a1nt!t1n a national income f nr above any levels wE have 
ye t reached . 

"An imoortnnt factor t hu t detercines whether we 
sho.ll succeEd or bE blocked in our endeavor to nttni n 
full tcployncnt end a hi (~h 1 cv£1 of income is the 
bt ltnvior of pric es . In this connection careful attEn­
tion must b e Given to : (l) thE relation3 of the 
prices of vnrious groups of co~oditics to cnch other; 
( 2) t r. c r cl.,tions b etween connnod1ty price l evel s and 
the levels of debt burdtn3 and costs; ( 3) thE direction 
r.'1d rat E of movt:r:>Ent of thE gcncr nl pricE levEl. To 
t'nrthcr i ts bro::td objectivE thE Administr ation has, 
therefore , in its agr icultural, industrial , and 
~onctary proEro.~s neccssnrily been concerned both with 
the rElll tion of the pricEs of groups of specific commoditiES 
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ccmmoditi ts to each other and with the movement of the 
ecncral price level . 

" l'hE l'! t asures tr.l!)loytd at any g iven t i.mc to 
~•rthcr this nolicy ~st fit the needs of that ti~c . 
A year ago there was ground for conc ern that a too 
rnrid rise in the prices of some commodities was 
~ncouracing a speculative boom. During the past six 
l~onths , on thE other hand, t h e general price level 
nnd industrial activity have been declining . Govcrn­
mc•lt poll.cy must be d irect ed to rcver s inu this 
deflationary t1•end, 

"Thi s dots not .,.tan that all prices should advance, 
nor that the rise should be rapid . Prices of d i ff erent 
g roups of' prodt cts r.n:st be brourht into balanced 
relations to one another . So~t nriccs and so~c costs 
nrc still too 1116'1 to !)rOMotc that bulanccd relationship 
bctVJ ccn prices that is nec essary for sustai n ed recovery , 
Continued h i l;h prices of ~any of the conmodities not 
nubj ect to highly competitive marl<et forces i tcnsifite 
the do·:m,<ar d pressure on al l other prices . Those 
Industries tha t have mai ntained prices and curtailed 
0\l~t)\lt ~hould SEE" tht r estorat i on Of profits thr ough 
1.nc••ec.scd rather than through restricted output . 

" :::h~ pricco of some 1tcns arc still at the htrhcst 
levels r:: n•}h td tn 1<'37 ; so":!E a rc even hie;hcr tlun in 
1n·>{' , i'l"lJEn !'lit~h orl c~s shcr!)ly curt'lil salts there is 
rt'\l dan;cr . 'l'l'>is is sho•m by our recent cxpcrtcnct 
•:•tth l".ousint; . A year ago there vlll!l n serious shortage , 
1E '1r.d unused t~rotlu~tive rraollrC£3 n · plt to ovrrcornc 
the shortagE . Yet a l l the ':llSjor eh'r.tnts in housing 
costs advanced ro s lv, rpl'l by th£ Sprtnt; of 1937 _ :>S • to 
!(ill a orol'li 3 i n t; .. xp••nsion of ·•ctivity in on i naus.r y 
whose ri:stor~tion i:t vital to:- continued recovery . 

n 1.'or !ndustricn , sue::. c~ agriculture, th:1t o~Erstc 
n t 

3 
h1-h level of c-;osc!.&y even wl"tn buoi:~css activity 

ls v• l;;w ln•dr , t•1: r.::: tor-.tion or pro.'its nust co:-~c 
prtm~r11-1 t!!rou

0
h !'>! ·hLr p:'icts . !!10htr ;>rices in such 

1ndu~ tri 'cs ~nc incr ci.s cd outn•>t in other industr i t s wi ll , 
"-·· increa~in ~ nr o:' i tz , Lncouro:;c rtVI 1nvti~7!ni/n 
renl!'c c ~rnt 'n<.l tX!Jnnal.on or equi p':llent • 
n~crssary to full rrcov t:ry. 

" ThE avt r ng r f~mUy will benefit from thc
1 
~us it;ncss 

b 1 c d pricE str ucture wil .os cr , 
recovery \1hi ch a a s~ de t continuous inco::!E should 
Increas ed c~ploY!"cnt .. n r.or t r 
-:uch MOr E thnn offset any incrc3st 1n the cos l~ving 
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11v\ng . nECEntly liholcsal £ prices have d eclined 
marlccdly , yet t ha t <.l cclinc has beEn reflected in thE 
cost of li vi nG only to a very slight degree . A 
mouer!\tt rise in •. ,·holcsalc prices at thi s time should 
only all.ehtly a f fect living costs . Incomes of most 
fami liES wl.ll increasE whilE the cost of what the 
houstw1f e buys should show littlE change . The 
averagE frunily will enjoy a h igher standard or living. 

"It is clear t hat in the present situat ion a 
~o~crst c ris E tn the general price level is desirable, 
and thot this rise nEEd not an•l should not extend to 
all prices . ThE risE should take place ln and must 
be mainly conf ined to clc~s cs of commoditiEs whose 
pr\ces arc t~o low. Tht~E i nclude most of those raw 
material:~ and tinisl·,cd products which a rc produced 
and sold under highly comr,etltivc conditions . Such 
rise must not b£ so s harp or c ontinue so long as to 
lead to a rcp etl.ti on or t hE unhealthy speculativ e. 
conditions of " year ago . 'l'hat sharp risE ln pri ces 
encouraged sotculativc inventory buying which, 
combined with the d ec line in houaing const r ucti on, 
l n{d much of thE gr ound fo r the pres en t recession. 
\"lc '!lUSt do everything we cnn to prevent this from 
r .~NllOin(~ again . 

" 0ur prnc;r am seeks a ba l anced syst em of prices 
~· ·c•1 C\S ·•\11 promote a balanced expans i on in production . 
Cur "Onl 1~ a const~ntly increasing nat i onal income 
thrru,;h 1ncrcasin3 production and employment . This is 
the "''Y tc incrcns£ the r£1'1 income of consumers . 

" This 1s net a pol icy o f restricti on; 1t is a 
poll.cy or abundanc c . 

" Our ngr i cult•Jrnl i ndustrial , housin& and monetadry,. 
d , •ill b£ dtrec tcd t oward this en • 

;>roert~:n~ hav e bE en an " 

Thi s 

,. .. " . ' 
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4-#75, To London, Feb. l8,4 p. m. 

This statement was prepared at t he Pre sident ' s request by: 

Henry Morgenthau, Jr. 
Secretary of thE Treasury 

Henry A. Wallace, 
Secretary of Agriculture 

Frances Perkins, 
Secretary of Labor 

llarriner Eccles, 
Ch~irm~n of the Bo~rd of Go~ernors 
o~ tb~ Federal Rt3er ve System 

and economists of v~rious executive department . 

!lULL 

SAME TO : AMEt!BASSY I PARIS I 
as Dcpnrtmtnt ' s #100 , February 18, 4 p.m. 

~s , 
~ I 
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TEL£GRAl4 SENT 
GRAY 

FEbruary 18, 1938 

4 p . m. 

AM EMBASSY 

PARIS (FRANC£) 

100 

FOR COCRRMI , 

ThE SEcrEtar y of thE TrEasury transmits thE 

followinC tEXt rE1EQSEd to thE prESS nt thE Whit E 

HousE : 

(SE E No , 75, FEbrllnr y 18 , 4 p , m, to London 

ror ButtErworth) , 

HULL 
(FL) 
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Secretary of Statr , 

Wasb.i1~gton . 

1~2, F ebruary 10, 5 p , m, 

GRAY 

Lonlion 

Datrd Frbruary 18 , 1938 

Rec 'd 2:25 p .m. 

STitiC'i'LY COt-PIDEI:TIAL FOR TREASURY FROll BUTTER"10;:TB 

I :J:.' a l ong privatE talk with Clay, Economic Adviarr 

to the Bn:-l!c of England, ·:~ho dt l'ini t tly fcars that wE art 

driftinz into another wor l d dt!lt'Easion period, ITt doEs 

not beli Eve that activity can remain at thE prEsEnt 

lEVtl ; i ',; :.lUSt EithEr imprOVE o:• declinE and he SEES 

the underlying trEnd gr~ving s t r onger and strongcr to­

wards dtpr~asion lcvEls , Ht tlu:reforc fEcls that unless 

cncr3ctic s '.;cps e.rc taken in the United StatEs and in ti'E 

Uni tc(! ; '•:...."dora to makc full usc of thc op..,ortunity wru.ch 

thc fort>co,:Jins s msonal upturn ;'lill offer thc world 1:1ay 

wrll laps ~ i nto another dcprc~sicn . In this connEction 

hE mentionc,·. in passing thE r eflection of uncErtainty 

which can ")£ found in n1any quartrrs , not thc least im­

portant o:C ·::llich is thE gold ani coin market : tbE grow­

ing mov~;:1cnt intO gold was not mcrc ly thE rcsul t of 
large 
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large capit~lists s erkin3 saf~ty but also gold coin haa 

beEn in extraordi nar y dEmand on the Continent th£ pr£­

miwn o.t timSJreachins as much o.s four pErcent . This 

1ndical;e o to h im that the Continent is oncE agn i.n 

bcginri~~ to anticipat e a period of monetary i ns tabi l i ty. 

Clay s =i~1 t hat surEly this attitude of mind 1f it began 

to gro\7 t:Ol'.l'\ frustrate nll a ~trmpto to lowrr barriErs 

to intr••n:. ;ion~.l tradE ; that thE wito1r tEndEncy would 

be for one to keE p assEts and lia~ilitita in the same 

currency and to play fo~ s afety in every poss ible way. 

In passi~ he :nt ntion -d as sn o:amplE how serious would 

b e the ;:::"feet of another depression at this time on 

tllE Poll'.inions: South Africa wao in good shape but 

Auotralin could only stand about one y ear of low wheat 

and \IO()J :>::- ic ea and both Canadl'. nnd the Argentine (sic l 

n H d r(: t·.t~ o~· thrEE yEars more of recovery in which 

t e put thr ir housEs in order. 

C1o.: said tha t thE oritish a~thoritirs we r E quite 

1 d about th• rapid incrtasr in unEmploy-propr.r y concer n£ • 

ment 11h ich howEvEr h e thought 11ould not go much further 

S i Pturn Cla~ thoU3ht at the no: .. cnt due to th~ pr n..; u • • 

I •• of co•unons Rtatcncnt (my 119, t l•at C1·o.rr~Erlain s " ousc • 

) merEly lip service to the i dea Ftbrua:.·y !.0 , 8 p . m. was 
for usc in cast of 

of rn•c:>D. ·::.n,:; n public works pro:p'run nc cd 
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3- ao , l42, Fcb. l8, 5p. m. Fr~ London 

need (l~ttcr portions of my 763, December 9 , 9 p . m. 

and 17, January 6, 5 p . m. ) . Cl a y believes that this 

should be d one a nd that tq.xation should certainly not 

bE incrcanEd a nd if possible reduced. liE termed 

Chamberlain's increase i n t he income t ax as Hllochist1o 

and ill~.t~vin cd ; the burden of t a-xation was too heavy 

both cct~lly a nd psycholozicclly and furthermore t here 

had been fo:~3ottcn th£ very sound pri nciples which 

nineteenth ccnt~y Chanccllora of the Exchequer had 

kept in ~nd, namely, to hold in r e serve a field for 

furthE!' taxa·~ion in time of war . !:c went on to say 

that t :1r.rc •:tos no point in Orcat Brita i n t r ying to 

carry th~ rearmament progrotn except overwhelmingly 

by borro\!in.:; ond this attempt to straddle two horses 

r1ao stur>id, In Clay's opinion some reduction of taxation 

::md c. f\-:t~Er casing of credi t particulnrly if 

accompcn1cd by a bold announcement t ha t thE Government 

r1o.o pre!)crin.:;; Eloboratc plana for public works which 

would be avc.ilnbl£ f or usc when needed would stave off 

u de t eriorc. tion in thE British econontic position 

l'lhich in c ny cc.s c hE did not c::pcct to be very rapid. 

In hio v5.crl the o.vcragc British buoincss mon and in-

dustriolio~ is not so pa nicky a s he wao inclined to 

t i d~cidcdlv perplexed by thE 
b£ t l-..-·cc r1onthS ago bu a ~ • 

As to the 
numncr 1n -:~bich bio orders haVE declined . 

rccr=cnt 
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reormnnent pr ogram, Clay feclo tha t nhereas it ui ll 

tend to ~olater up t he oituati on ito cff rct has been 

somev1l1c.t cwErcsti l:llltr d ; thct oo f or as conatruct i on 

goeo the peak of thE Expenditure should now be po.saed; 

the pec.:c o:l' the progr am' s general tffect r1111 not be 

po.sacd fo:• a:~y fi ftEE n months t!:ne . 

Cla~· (·~' ) out of his \1D.Y to mo.!ce it clrar thD.t 

hio odv,~:-.cy of ::1 public r:orko prog:•a.m did not 

neceoo~.t'iJ.y ::1pply to tr.c trnited Stnteo ; that l'lhcrccs 

he belir. v r. cl dr::1atic mc::1oures chould end would ha.vc to 

be tokr.n in tht United Stntco to 3 ivc sufficient 

confidcnc e to perm! t buaincao to go c.h end , he did 

not mct.n to impl y t ho t public I'IOrks progrc.m was one 

of t hen. S\.'.Ch a pr ogram i ni ticted by a conocrvativc 

govermucnt in England would undoubtedly be considered by 

!::nt;lioh hu:; ;;.nesa as a bull point but i n Amtrica n ith 

t h e positi on reversed a similar ~ro3ram doubtless nould 

be rtg::11~ .• : a.o a bearish develo~ent . However he oan no 

o ign t :w. t t!1c Er1tish Trroaurr !w.d oh:lnged the vt e•1 which 

it htld :l.n tl!E lc.te t n Entl cs in oppoaing any auch idcn . 

Cl oy oa :i.c', that one disturbing thought a bout the 

poooib1lity of a depr csoion in Great Brita in was thllt 

unfortunately t h ere would be no Lnbor Party for tht tlEctorat c 
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5~?l42,~eb,l8 , 5p ,m .From London 

clccto;.•:t\:c \:o throv1 out ; that the Lnbor Party waa 

still cl~.o o~·Ecli ted in the cyco of thE people and 

tht'. t t' crc:<c:-:~c tl!c next election if it v1crc hEld 

in t :1c ~id::t of o oErious dEprco:non \muld not 

r~ec.n c. lr.bor victory but probnbly the risE of a 

Erl. tic'· fo:•r:: of Fc.ociotl . Thr. t \7C.O the danger . 

····c :-:·aunt of ;:sold c.t fix ins was again extra-

ordinc..ri l:r l:\r ,3£ , 371 bc.ro • After fixing dealings 

l•avt bEr. !~ ~.c'.;iv c :-.t 139 ohill i ll()O 11 penCE which is 

on£ pen:Ly :J.;)ovc fixing price r.nd a t the prevailing 

dollc.r rr.tE of 505 , 35 gold point l~o been r eached . 

The tl.:l~··:c'; tl~ereforc is (1\'laitin:; n::>ectatly the 
fron the United Stc.tco 

annour.c;:r-cnt of gold movcJ:tcntof.lbiOh ubcn ondc ohould 

~ vc "· · cc.c:.urin;; effect . The franc heo bt£D bi d 

nU a~' :-.:1:! '.;he French fund llc.:: a cquired ouba tnntial 

JOHNSON 

!1PD 

~6 ... ' . .... " 

- .. 
----
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Secretary of Stat e, 

Washington . 

GRAY 

Paris 

Dated February 18, 1938 

Rcc'd 5 •08 • P• m, 

' • m, 266, February 18 4 p 

FROM COCF'lAli . 

Franc open ed around 152 .70 to thE pound but soon 

went to 1?2 .25 wl.th French control apparently acquiring 

quitE a lot of stErling. Sinc E noon it has moved back 

to 152 . 80 without any visiblE attempt by control to 

check thE movE . Improvement late last night and 

thi~ forenoon camE from morE optimistic feeling over 

~ro~rtss of ?rEnch labor legislat ion. Market just now 

ex nEe tantly awaiting Pres! dent Roosevtl t 
1 
s message on 

pric. ES, cone crning which many rumors arc af loat, mostly 

giving risE to fear of inflation . Consequently thtrt 

have again today bttn heavy continental, particularl y 

Swiss and French, salts of dollars against gol d in 

London. Commission on l atest French Treasury loan has 

mov ed from original 15 to 17t francs per thousand franc 

bond , with li ttlE no?ar cnt enthusiasm for the issue. 
FINANCIAL 
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F'I NANCIAL 'J.'IItiES today carried followi ng tel egraphic 

rtport from Berlin: "thE t imE is not yEt ripE for thE 

stflbillz:>.tion of world currmcics . This wa s thE viEw 

El<Pl'esstd by HErr Blessing (repEat Bl essing) a dirEctor 

of tilt Rcichsbank in a lecture on the possibilitiEs of 

stnbt li?.ntion to the BErlin School of Economics . HE 

said that thE Econo~ic and financial conditions nECEssary 

for stabilization had not yet appearEd and t hought the 

main hindrancE wns thE i ntErnational armo.mEnts raCE duE 

to political unc crtni ntiEs . Gcrmo.ny would welcomE thE 

End of thE prEs Ent unsatisf actory intErnal currEncy 

sit\"ltion. 

BULLITT 

CSB 
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JROJ&: Alllerican Embassy • Paris 

.o.: 268 

DATI: rebruary 18• J1 p,a, 

JROJ& COCHRAN, S'fRICTLY CONfiDENTIAL. 
The rrench rinancial Attache in London. lfr. :woniolc • 

oame to Paris froa London on rebruary 17 and. called. on ae 

at 5 o 1 oloclc that afternoon. He said. tbet earlier in the 

week Ambassador Corbin and. be bad. talked with Sir John 

Simon. with Phillips and. Waley present. and. bed inter­

ested the British in the idea of opening tripartite con­

vereatione. He said. that since reaching Paris be bad. 

talked with the Minister of finance but no other official 

in the Finance Ministry and. no one in the Bank of France 

knew of his TisU. He said that the llinieter of Finance 

wanted to talk with me at the Ministry at 5 this after-

noon, 

Karobande&u reoe1Ted. me at the appointed. hour. lloniclc 

was preeent. Karobandeau referred to our recent conTeree-­

tions res-rding collaboration between the tripartite coun­

tries and reatfiraed .his intention to r•ain faithful to 

the tripartite agreement and to JB&intain monetary freedoa 

in France. Be said. tbet we JDUst realize that this 18 a 

d.iffioult taalc f or France and tbet precautionarY measure• 

should be talten to prnent the danger of France being 

drawn into exchange control should oond.i tiona beooee acre 

critical 
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oritioa.l. 

At Karoh&Ddeau's requeat, Moniok summarized for me 

an account of hie Tisit with the Bri tiah Chancellor of the 

Exchequer, while glancing at a memoran~ of the oonTer~ 

tion which he had prepared for Karch&Ddeau. Monick said 

he bad said 1n the London meeting that certain French 

circles were becoming disappointed oYer the failure of the 

trip&rti te agreement to keep the franc steady and that sug­

gestions for exchange control in France were gaining 

adherents. He expressed the opinion that some interna-­

tional moTement by t he tripartite countries in unison 

would be the best counteraoTe against thi s . The Bri t1ah , 

lionick e&id, accepted the idea of opening t r 1p&rt1 te con­

versations. 

llaroh&.ndeau &eked that I submit the proposition t o 

Mr. Morgenthau, stressing that both the :French and Britiah 

Treasuries desired that the matter be handled most inti­

mately a nd be treated as strictly confidential. I said I 

would cable immediately but that they had not been specific 

ao to what they thought of aocom:pl1sh1ng in the conversa­

t ions . When I asked if there was any definite plan in aind 

eo far as rrance was concerned, the Kini ster insisted that 

it was best to leave the field open for wide discussion and 

that france would enter it w1 thout any preoonceiTed plan. 
'l'he 
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'fbe 8J)iri t of the tripartite, he •i4, wae tbet when &n1 

eerious dtu&Uon with respect to the currency of eny one 

of thea threatened, the three countriee should consult 

together. Howner, when I still insieted on being ginn 

some more concrete basis for a meesage to the Secretary 

of the Treasury, Karcbendeeu gave ae a memorendwa, of 

which the following is a trenelation• 

•Ie the Aaerioan !reaiii.IZy disposed to open with 

rrenoe end England conversations which would have the 

following object: (1) to etudy the concrete poesibili­

ties of dneloping and extending the cooperation inaugu­

rated by the tripartite agreement; (B) to examine par­

ticularly the possibility of eetabliebing a new stage 

in the direction of more definite stability, while main­

taining the necessary comparisons between t heir treasuries 

end institutions of issue.• 

BOLLI!'! 

EA:rL:D 
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PARAPHRASE OJ' TILIGJWI SINT 

TO: American ~baeey, London, England 

DATI: February 19, 1938 , ll a.m. 

NO.: 77 

FOR BUTTERWORTH. 

FROK SECRETARY L!ORGE!iTH.A.U . 

- ~ 

' 

I quote below the text o! telegram No. 268 o! Feb-

ruary 18 , 

1The 

6 p .m. , !rom the Embassy ot: l''\r~ -

French Financial Attache in L d "- '' i k on on, MI . ~on c , 

came to Paris !rom London on February 17 and called on me 

at 5 o ' clock that afternoon. He said that earlier in the 

week Ambassador Corbin and he had talked with Sir John 

Simon, with Phillips and Waley present, and bad inter­

ested the British in the idea of opening tripartite con­

versati ons. He said that since reaching Paris he had 

talked with the lii ni ster of Finance but no other official 

in t he Finance !.linietry and no one in the Bank o! France 

knew o! hie vi sit . He said that t he Yini eter o! Finance 

wanted to talk w~ me at the Ministry at 5 this afternoon. 

Marchandeau received me at t he appointed hour. Moniok 

was present . liarchandeau referred to our recent oonverea­

tiona :tegarding collaboration between the tripartih coun­

tries and reaffirmed· his intention to remain faithful to 

the tripartite· agreement and to maintai n monetary freedom 

in France. He said that we must realize that this 1e a 

difficult task for France and that precautionary measures 

should be taken to prnent the danger of France being 
drawn 
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drawn into exobange control should conditions become more 

crit ica l . 

?"' ... .... 

At lolarchandeau•s request, Uoniok summarized for me an 

acoount of his visit with the Brit ish Chancellor of the 

Exchequer, while glancing at a memorandum of the conversa­

tion which he had prepared for 1/.archandeau. J.!onick said 

he had said in the London meeting that certai n French 

circles were becoming disappointed over t he failure of the 

tripartite agreement to keep the franc steady and thBt sug­

gest ions for exchange control in France were gaining 

adherents . He expr essed the opinion that some interna­

tional movement by the tripartite countries in unison 

would be the best countermove against this. The British, 

Uoniok said, accepted the idea of opening t r ipart ite con-

versations. 
Warobandeau a sked that I submit the proposition to 

lolr. Worgenthau, stressing that both the French and Er i tisb 

Treasuries desir ed that the mat ter be handled most inti­

mat~ y and be treated ae strictly confidential. I said I 

would cable immedia tely but t hat they bad not been specific 

as to what they thought 'of accomplishing i n the conversa­

tions. When I asked if there was any definite plan i n mind 

so far as France was concerned, the Minister insisted t hat 

it was beet to le&Te the field open for wide discussion and 

that France would enter it without any preconceived plan. 
The 
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The spirit of the tripart ite, he enid, waa that when any 

serious situation with reapeot to the ourrency of any one 

of them threatened, the three countries should consult 

together. However, when I still i nsisted on being given 

some more concrete basis for a message to the Secretary 

of the Treasury, l!archandeau gave me a memorandum, of which 

the following is a translation. 

'Is the American Treasury disposed to open with France 

and England conversations which would have the following 

objeot: (A) to study the concrete possibilities of de­

veloping and extendi ng the cooperation i naugurated by the 

tripartite agreement; (B) to examine particularly the pos­

sibility of establishing a new stage in the direction of 

more defi nite stability, while maintaining the necessar y 

comparisons between their treasuries and institutions of 

i ssue. 1 1 

V.: J'L: KB/Lft 

IZLLKS 

(Acting) 
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TREASURY DEPARTMENT 

INTUI: OrP'IC& COM WUHICATION 

••n Februru-y 19, 19S8 

.., llr. Oliphant 

•••• llr. Foley 

At Col . Roosevelt' s suggestion, I attended another housing meeting 
f , .... ......., } 

1n his office yuterc!Ay. afternooo. In addition to Col . l!ooseve.lt IUld his 

as~i&tant, Jaaeo Rowe, there were preseot1 

!'rom WPA - Aubrey 11Uliall8 and Col. Barrington; fron FHA -

Stewart llcDooald, Charles llcGebeo and llr. Daiger; from FSJ. _ 

Capt • Lord and llr. Ealdwin; and from OSHA - Me than Straus. 

Col . Roosevelt told the group that the President bad decided not to 

spend WPA funds for housing construct i on for the present but wanted to give 

the currttnt progra• a trial period of S montba to de•onstrete r:bat it can 

accol!lj)].iah. During this tille its effect on the building industry end un­

uployMnt w1ll be obaerved closely. !round the first of June the mtter 

is to be considered again in the ligllt of accoapliahl:;eota. 

Col. Roosevelt upla1oed that llr. Jones • • 1<ill1ng to uke RFC tuoda 

available to auillt lilA operations. Steart WcDoll&ld said th&t llr . Jones . ' 
intends to incorporate at once an emergency 1110r1;&age cogp.DY to ll&ke avaU-

• 

abl e junior 110ne;r, 11here necessary, to aaaist 1n tinancing FHA projects. 

Be said that there 11ere liBDl' situations where the private lending inatitutiona , 

evan d th FilA insurance, would not be w11lill8 to lend enough on a first .. 
aortt:aae to tinance the project. In such caaea, he contended, the new RFC 

llortgage Co~ could supply the ditterence betnen the bori'O'Oera equltl' 

and the uount the leodi.D& inatitutiona would .aka avaUable. llr. llcDoll&ld 
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also added that arranguents were ~i.Dg worked out ri i.h liP! tor the con­

atructloll ot utilities, aidewal.ks and streets where necaaeary in connection 

with FHA activities. 

llr. Daiger ot FHA explained that HOLC , as of laot Nov8JIIber 30, had ac­

quired through foreclosure , title to approximately 67,000 properties aDd by 

the end ot 1959 be estimat ed that it wUl bave acquired in this man11er &P­

prolCiatelY 160, 000 properties. Be nnt on to say that houses on then 

properties wero, tor the 110st part, quite dilapl..d.ated and needed renOfttin& 

and repair ~tore tbq could be rented or aold. .lubrey y;llllsms said that 

ll?.l labor could be llade avillable tor this work and prolliaed to get in touch 

"{> ... ,, 

ll 

rith llr. Fahey at once and work out tbe detella. 

Ratban Straus said that he expected to bave $100,0001000 of housing 

under contract by J'uly 1. Wher ever streets, sidewalks and utili ties are 

needed in coMection ritb his developments , be will ask liP! to furnish the 

j 
necessary labor. 

Capt. Lord explained that FSA owns approxbatelY 41700 acres of laDd 

ill 110ra tban 15 states llblcb bad been acquired at prices ru;:ing troll $100 

to fJ-50 per acre. ll~t ot this lend i e located in suburban areas or 1a ad~ J 
jacent to large cities. 1!f ald.ng the land available on long tel'll leases 

non-profit corl)Orations and by having liPA turniab the necessary street3, aido­

nlks and utili ties , a sutticient equ1 ty tor a loen tro111 the RFC llortgage 

CompaQ¥ could be established. In this way a es7 ,000,000 progr na tor the 

cons truction ot t£, 500 to $4,000 houses to rent troll fJ.S to $30 could be 

started without great delaY· Col. Roosevelt asked Capt. Lord to sit down 

1---'iti that would not iDtertere 
ritb the FHA people and select proJects iD .......,.. 88 
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dth PILl acth1t1 .. , then ~· with IPA tor tb.e tr&Datu to FS.t. ot toe 

!Wide necela&r)' t or utllity construction. Capt. Lord eatiuted about 

f/ ,ooo,ooo,ooo would be needed tor this purpo81. In addition, Capt. Lord 

said they would need about $1, 000,000 tor plana. Atter Capt. Lord •lcea 

hie arrangements with FHA and WPA he is to talk turtb.ar with Col. Roosonlt 

abOut the IDOne)' tor plans. 

Col. Roosenl t 1a to be away tor about two weeks and in hi.s absence 

11r. Rowe 1a to keep hiuelt intoraed ot denlopaents. 

r.J-/. ;~. 

274 
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PARAPHRASE OF TELIXIW( SDT 

TO: American Embassy , London, England 

DATE: February 19, 1938 

NO. : 7S 

I I 

Secr etary Mor gentbau aske that Butterworth go to 

Paris on Monday, February 21 , to dieouee t he subject 
-· of Parte nDbaesy1 s telegram ~!o ,-~S of February lS, 

6 p .m., w1 th Cochran. The Department bas no objecti on 
, 

t o t his if the Charge 1e agreeable. The expenses of 

the trip will be pai d by t he Treasury Department. 

The Department i s advi si ng the American Embassy, 

Pari e . 

WELLES 

(Acting) 

u :tn 

"7,. ... ,, 
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( PARAPHRASJ: OP' T~G!Wi SDT 

(W. 27S 

TO: Aller1oan •baser, Paria, France 

DATI: February 19 , 1938, noon 

wo., 103 

FOR COORRA.N. 

FROli THE SECRITARY OF TH! TREASURY, 

Reference is made to your telegram No. 268 of Feb­

ruary 18, 8 p .m. ; Butterworth is being asked to go to 

Parie on Monday, P'ebruary 21, to discuae this matter • 1 th 

you. 

EA:Lft 

'IIJ:LLES 

(Acting) 
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CA TEL EO RA:J SENT 

AM EMBASSY 

PARIS ( FHANCE ) 

108 . FOR BUTTERWORTH 

GRAY 

FEb , 20, 1938 

9 p. m. 

At rEquest of SEcretary of Treasury plEasE have 

9uttcr~orth return to London Monday night . 

EA llF NPL 

WELLES ACTUO 

( HF) 
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II'SDERA L. RUvtVIE B A NK 

OF HI:W YORK 

CORRESPONDENCE 
COIFIP!I!UL nLII 

0 ATE Jebl'\l&l')' 111 1818, 

suaJEcT,!ILBPBOJI COIYUS.&riOI wna 
L, L IAok B.Ul OF IIOLJJO. 

I called llr, Boltou at ll o'clock toc1&7. 14m had Jun 

bfCWl nth h1a apeech Oil the tloor of ~e Bouae. !he apllt 1n t he 

cabinet polU1call)" had been badly aanaced, Bolton thoucht, but the 

11p0rtant thiD& t o r••ber waa that 1t did not arhe out ot t h e 

J,unro-Geraan dtnlopaeata but had cra4uall7 denloped lone before. 

Cb•berlain was not a cood pol1t1 o1an 1n haY1DC th1a thine break at 

tbt preaeat aoaent, but the central ftel1nc 1n London ncht now na 

that there would be no cr1a1a, With thia teelin& cradually 1a1n1ne 

abt upper hand, the COilt1net, p&l't1cularl)" Mnerd•, Bruu ela and 

Zllrieh, atttr hannc t1rlt aold aterlinc under t he 1apreaa1on t hat tht 

IO'ftl"DDIIftt na 1n dencer, had aubaequ ent]J rweraed its action and waa 

aow bid41nc f or attrlinc. fbt !rt .. Ul)" and the Bank ot Encland bad 

bt tn prepared to c1'1t aupport to aterl1DC t o prwmt a runawq 11ari:et 

but aub .. quent ft'enta bad aade 1nttrYenUon unnectlll1'7• !bey had COll­

tidtred whether thi!Y mould let t he London cold price aoYe Ye'f'T IIUoh 

one •AT or tht other .nd bad finally decided to keep i t atead7 at the 

lwel of 118,10. If t h e dollar should tum atronglr bid, they 

WOUld aUll, 1n all probability, keep t he aterlinl price i n 10ld un­

eb&o~td, 'tlhiob 111Nl4, of coarae, aean a ~P of t he dollar equiYalet 

ot the London 10ld price. AIIUai.DI that t h e latter •u lett unohan1td 

tt U9,10, the upward ao'l•tnt ot the doll ar ~4 automaticallr be 

ebtei:td at ,,8710, at wbJ.ch dollar price 188.10 ~d equal the lhiPPiDI 

P&ri ty ot a.. 7'7. llad:l pol1cr on their part would, ot eourae, be aubJ ect 

l(re•e• With oa, &I BolMD ~ 1\1 bn 1n tbt t1rCNaRIDCII 

! 
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I'IEOCRAL RUCRVC 8ANK 

()IF NEW YO RK 

CORRESPONDENCE o.ucltb~ 11. 11111. 
COifiOIIflt;lWI.JI;Itll ___ _ 

suaJccT~J ODIYJI&dto• ma 
WI OF IIOWO. oke - ·-----

todaT U bad •-e4 to th• to bt tht ben one ~ tollow. AD upward 

IOYCIIlt Of tilt dollar ~ .. '¥f 110al4 'bt COilti'&IT ~ all local 1dtal 

l bollt t ht dollar rat•• ao.- people 1ll London 'btiq wall conrtnotd 

that t\mdallctallT tht doUu waa •••· 

l'rantt •• tald.Dc ~· lahn poUUcal d"alopamt• Yei'T 

4Wily end thtrt had btc llO tt'ttn on the freno, 10 t hat t he rrmeb 

tund did not b i!Yt to operate at all. In LondoD they had t he tttllnc 

that the IIOTt oent1nUe4 1n Prance towU'd a poUt1cal union end that 

the .ore preuure waa aerttd on hence Ira. the outl1de br d"alop­

ll~h such •• the lailen Auatr1a-Otl'IIIIIIY arrq• m t , t he nearer waa 

the aoaant Wbc the J'rcch 111Cht hiiYt IOftt t om ot nct1onal aoTem­

ac t, ! be oilher JaOT•IIlt ot 1.8portentt at the - lilt was t he atlrt 

of the mr•• let\ to 111poat txchanl• aontrol. Wbioh wu "e:r .ore 

lllcely to 'btoc.t the topic ot tbt 417• During the l ut te• 4q e t he 

tand had ua11t4 ~ rteOTtr a aood deal ot t he a ohaace r eomtlr l o" 

but thh rtOOYei'T was a we17' apaaodic atta1r. 

Llltaoc 

Regraded Unclassified



( 

PJ.RTU L P.L'W>HRASE OP TELZCIIU.V UOKIVED 

J'ROK: .laerican J:llbaeiiJ , Parte, Pl"ance 

DATI: February 21 , 1938, 4 p . a . 

NO. : 2'75 

J'R CJ4 OCOHRAN • 

At half-past ten this morning I viet ted the Bank 

of France. At that tillle the franc ns calm, being 

around 152. 60 to the pound. There was no official inter­

vention on the market. 

At 3:30 this afternoon *Y market contact reported 

f ranc had advanced to 152.37 but ne t hen back to 65. He 

thought French control may ha-ve gained a few pounds but 

had not yielded any. Trading was very light on both 

foreign exchange and stock markets with every one still 

perplexed ae to poeaible results of Hitler ' s speech and 

Eden' s resignation. 

Press reports that Caisse dee Depots et Consigna­

tions has not a sked reimbursement on the due date Feb­

ruary 20 of t wo billion f rancs loaned to the Treasury in 

1936 against t wo year ~ bonds. Bo confirmation or de­

t&ils of renenl yet available. 

In its weekly review !. 1 INFCI!lllTI OII Par is remarks t hat 

•the Paris Bourse warmly welcoiDed the e~atemeots of Kr. 

Rooee-velt favorable to a rise in raw materials ae well ao 

that actuallY took place t herein at the 
the strengthening 

Tht effect of this American economic 
end of the week. 

that of develop1Denta in Austria.• 
policy has offset 

JlliD SJ:CTIO!f OU. 
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LMS GRAY 

Paria 

Dated February 21 , 1938 

Rcc ' d 5:45p. m, 

Secretary of State, 

Washington, 

275, February 21, -4 "!II , (SECTION TWO) 

LA JOURNEE INDUSTRIELLE Paris in rtvi ewing American 

devElopmEnts co~.cludts : 

"The n:ai ntcnancc of prices or a measure to raise 

them cannot havE lasting results unlEss consumption in­

orcas ES , and this consu.'llption will not dtv clop definitely 

from a simple monetary change (dtstcrilizati on) . It has 

been SEEn that the deval uati on of 1933, even if it did 

cause an accidental ;Jrict rise, has not bEEn ablE to main­

tain it . If Mr. Roosevelt wishes indeed to develop a 

constructi ve poli cy for prices and economic recovery he 

must extend his action outsi de and invite other great 

industrial powers to a common action, either in the monetary 

or or edit fiEld" • 

Financi al Editor Jmny of LE TEMPS defends the gold 

move of thE Tr easury and states that after reflection 

international financial quarters do not consider that t he 

decision taken i s i n any way likely to imperil the American 
currmcy 

281 
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WS 2- tlo . 275, ?tbruary 21 , 4 p . m., from Paris . 

currEncy e1.tu'l. •.1on. Furthtrmort, ht dots not btlitvt that 

thE Trtasu·~;· Oll~hori tits rnvisagt any new dtpr.rciation 

or tht doll(lr . 

On tht othEr hand tht constrvotivt s ituati on ECONOMIQUE 

ET F'tllA~:CI ERE says : 

" ThE turn givtn to AmErican monrtary policy raists 

(lnt\1 thE qutstion of a d[voluation of thE dollar. Mont­

tory manipulations a~pEar to havE rr t urntd to honor in 

tht Uni tEd Statts as a ronEdy for thE prtstnt businEss 

dEprts3ion . In cast that , as is ftorEd , tht incrtast in 

gold stool< dots not procurE thE dEsired rEcovEry, it may 

bE asktd whtthtr PrEsidEnt RooSEVElt would not hav t r t ­

courst to morE radical mtasurts such as a lowrring of the 

~old v~lut of th t dollar . ThEsE ort tht ftars that Ex­

plain tht rtctnt wtaknsss of thE dollar against stErling 

'l.nd thE firmnEss of gold in London. " 

(END OF HESSACE) 
BULL ITT 

KLP 
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S.CHt&rJ of Sbh0 

Waahinston, 

hnPiv• 

2'19, J'abl'UUJ 11, 10 II• a. 

P.&JilB 

Reed , ll II• a, 

WUh retereDOe to na Dep.-n~'• ~•leer- 1oa, J'ebr'llUT 19, 110011 , 

'l'hla liiOI'Ilill& Butterworth arri ,..d ill Paria, We OOIIP&red 110he, 

'%'he BriUah fill&llc i&l. &dTiur i n Paria , RoYedu~~on, had aal<ed .. 

on J'ebN&l')' 115 ~o dille Yi~ hia tollisll\, Be aa14 that Sir J're4oricl< 

( Phillip• 11'0\lld be Yith hal tor dinner, Phillipa ..... duo ~o arrha 

in Pari• to4~ tor a untnc of a L•asu• of NaUou o~t~ ... 

( 

:Ill rollh to Parte BIIUerworth •t Phill1pa. Bowed""on aalcad 

ma to bri .. BuUerwoKh to tontcht'a dillllar, Butterworth'• talk with 

Phillip& on the Y&J to Parte railed poinU Yhich Yore a.10d tor load& 

and conrt~ in ou1t anniq e..,nraaUon. 'l'hla con,..raation ia 

aw...ar1H4 below. l'rnoh 'frauur, offioiaU hare Yore not aaen bJ 

Phillip&, 

OlllJ t ba tour ot ua attanded tbe di n110r. 'l'ha follcnrtng ia • 

auDI!IU'J ot our con,..reaUon: I illto.-4 PhiUipa of lll.ollick ' • ~proadl 

to u oD J'ebru&rJ 17 cd &leo of., intarTin nth Marchalldaaa, the 

lo!Water of J'in&Dce, in \be praaenoo of lll.olliok, u reported ill ., 

11o, aee, J'abruarJ 18, e p,._ It ..... 1184• 'iulto oloar by • ~hat U 

Yu llarohalldoa no took "• lea4 ill tho oollTereattcna, &1\bolllh the 

inTih\lOD ttn .. to o- to bl.a Ud beaD brousht bJ lll.ollioll:, u4 tbat 
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I lla4 a4m•• .. ~ ClU8U- to ~lludaa u4 \lln I 1184 :reoelft& 

~lie -ran418 Cl110h4 1a ~ abo-fa •DUoaa4 oa'blAina r- bia llaa4a. 

'Pile BrUiall ha4 noaha4 ao1h1• 111 wntiq r- Jloa1ck aocor4~ 

~o Pllillipa. I tol4 h ta tlla\ ~ i.lqlrauioa, ca1aa4 r- lfoaiok'a blue 

wha he ot.l.la4 ... oa lalln&al')' lf, ou tha\ - ahp ill'l'olnac a 

-.on tooar4a ah'biliza\loll ot .tha tftllO, 4ollar, aa4 poua4 wu 'llbat 

ba lla4 ill m1a4. Karoh&D4oaa 1184 aot rapaah4 thaaa h1ah aD4 therefore 

'8' - ... 

I ha4 not nD\ura4 \o lla aora apacltlo ill reportlq Ill intarnew at tha 

lo!1n1• t1'7 of ltrumoa tbo wu oarftllh4 b)' tile •-ran4ulll wb1ch I raoo()M 

~bare. Ill Moniol'• talk with tba BriUab -., PII1U1pa aa14 tbara 

11&4 not llaaa &Jl7 •1188Ut1011 of &aT ..,.,.. tooar4 UMartq a:raatar 

ah'bilitJ' in &ll7 other ourrano,. than the lranoll t rano . B1• u4a~~t 

atan41 ng wu that lfoaiok 11&4 ec.e 1atal'U41att attp ill mia4 t .. araa 

ata'b1l1 .. Uoa batlraa \ha praaent a1tua.tl on an4 • tlnt.l. 4a jura 4atla1h 

t1%1nc of t he truo ecainat gol4 01 \ll tile thought t hat th1a lata~ 

uliah a\ep elloul4 inolft 4afaaaa of the trano 111<11'8 oa t .lla linea of 

~llo wq the ol4 gol4 a~an4ar4 worka4 than 011 the llaaa ot the .,..t• 

at praaan\ in ettaot. 

Racar41114 the ohaMu of auooa•• ot euch an oparauoa, P111U1pa 

414 not •e• opUIDiaUc aD4 it Ilia a4T1ce ware aw&llt bJ' tba rraaoll 

be '1110Ul.4 11a .,.17 11 .. 1\ant. BGWnar, oona14a:rb& auoll a poaaibilUJ' 

he 41aouea4 ~- faotora 11h1ch woul4 be 1n'foha4. It, tor wtaaoa, 

the coDtat• ot tha ahbilbd ioa tlla4 •Oillltina to approxiaehlJ' 

us, 000,000,000 fl'&IIO•, the 1, 000,000,000 fraao• in the MDh• tua4 

000 000 000 rr. r..,al118ti011 of 
and tha p~U of 'bat•••• lf Ull 10, , • 

the praaant gol4 atook ot \ha Bank of hUOt t'rca " aill tsr- to 
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tbe current rate wan to ba .a4e aftilabla,athr 4u leg1el&Uoa, 117 

atabilhaUOII, 1fbd lut111& rellat \o tha h'encll auuauoa would there 

ba naretraat Would a 11ft tlipt tl'QI the tranc actually ba taoil1-

tata4 by tbia donat1oa ot ... franca on tba market leadilll to apondin&' 

What rate ot atabilization should ba choaant Would the present rate 

ot say 15!5 trance to tbe p011114 ba aoundt Pb1ll1pa wu obviously 

concerned about tba tact that tha praaent propoaal h ll:llcml only to 

IJarobande-., Del boa and Clumt-.pa, and wondered wllat the reaction \o 

the propoa1t1on would be on the pari ot other gOTol'11111ellt leaden, 

particularly Dal.adiar. Tba latter coaoeinbly algbt rtcoroualy 

oppoaa retUrn1114! to a ayat• in 11bicb tho aurrendor or the eo-called 

war cheat (the B&llk ot rranca•a gold) to daten! tho tranc would ba 

( automatically involved • 

.U rq purely pareonsl opinion, I aaid that t•31W-1Da:l'lll4:aarl~nan 

though tha French mA7 1natill0t1valy pretar a tixad to a tloatins 

currency, atab1Uzat1011 at the preaant rata would not ba, in itaalt , 

autticient iD&p1rat1011 t or a aigD1ticant amount ot French tugbt 

capital to return ~lately lllld pe-•tly. It wu ~ opill1oa 

that batora atabil1zat1on could really ba attect1ve 1t 110uld ba 

neceaaary tor other vary progreaa1ve atop• to ba taken toward aocial 

~. ti I --•rtad that with respect to the 
peace and 1ncraued prouuc on. ·-

proper rata, 1n eecb aucceas1va stage ot daprec1ation traa 106 to 155, 

datanaa ot the franc had axpar1encad 4itticulty. It appeared, however, 

that t ha preaant rata might ba correct rr~ t he currant aconcm>io 

r1o4 t tba tlma or the 
T1.-po1nt, 1n u Slob u dur111& t he brier pe a 

t -"• waa unprotected the rate nuctuo\&4 
1ataat Cabinet cria1a when the ·--

.. 0 1199 ' 0' 1 

0 6 hJt 

"8 J 

- .j 
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ni'J' 11\Ua. fth rate •-• be ha14 1A4at1n1tel7 IUil. .. a the tutora 

ot l.ebor ud p1'04uot 1ca an cleant ~ &114 \hare ta u.ro-11t 111 tha 

balallO• ot p~hf tunhamore 1\ 1e ilapoaalbla to aq IIUt reh 

could ba aa1ata1aad, laoh ona ot ue he4 tittloul\J 111 eaYleeciiiS 

tha l .. d in aaak111S exchange oontrol ba1111 hken b7 a lla41cal Sociallat 

SOTa~nt. All ot ue ware 1n asree~Uat thet 1t the praaaat tNUili'J' 

loan doea uot go bathr,c' than 1a ourrenUJ reported, ditticultJ will 

ba uparienoad 111 re1a1ng tunde ill ll&rch bJ the J'reneh Treuur,.. It 

would pra..abl.J' depre .. the frello it \ha TNUUl'J ahould tra 11»0" 

i U ND&inilll tin aillion credit ill aacur1111 Buk ot 7ranca, 

J'Ur\her opportuniU .. tor the J'renoh to borrow 1A SWitzerland or 

the Netherland• •-d to • TBI'J' al1sh', It waa aiahd bJ PlliU1pa 

( that ill :London the abort tent mona7 urll:et had oballl!•d anUrelJ 

ainca the Yranch obtained their two earlier cradita, and that it would 

"8~ t. .;) 

now ba out ot the queatioa tor a tonda> partloipatioa 111 a 7ranoh orad!\, 

n would be necaeaai'J' tor 8JQ' borrootilll to ba at lollS t ent with the 

bolide paaaa4 oa to ill'Yeatora and , oona14arilll the uataTOrabla BrtUah 

t.pre .. ioa ot the :rr.nch d..,.auc a1\ut1on, w oh a 10811 would not 

be wall raca1'N4 IIOWo RowaTer, ha talke4 abo'Cit tha poaai bla rallat 

\hat a lou oioh woald parait a lowering ot J'ranch intaraat rat .. to 

~ would gin to rruea. I wu in agraeme11\ wUb Butterworth ill 110\ 

bailll! alltiralJ conT1ncad that, it political circumatancea aada i \ 

t.parat i '", a lollS tam Bri Uoh loan would ba out or the quoet ton. 

In PlliUtpt•opWoa u 1e 111p0aalbl.a t or either ue or tha Brit1A 

•-•"' i... iha :rr.noh I do DOt bellan that the 
to ~ ra,.._• to ....... w ... • 

J'rench ahould be SiTR U7 poeaiblt ~ tor caQltin1JII tbat t he 

___ ... whi ch anT1•as• conaultaUca ware DO\ 

h~ ot the tripuUte ----· 
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Mt liJ u. I bel.in. ~at we ••n .U 1a -.n-at l.a fMUq \Ut 

tile J'reach •nroacla acoalt be uoeptet 'llllt that •• a11ou14 lea,.. u 

'"IT cSetWUl,. to the :rr.ao11 to d'faaoe .,.oltlo 14eu at the 

euu .. t at.,. toeaibl•l tllnhe-re, nthu thaa ~Uc -cte too 

to!!Ull,. Upl-Uo, tha ooanreauou aboul4 k teohaioal. 'I'll• 

Britillll are ~ \o she their 110ral npport \o the J'reao¥ a&er 

\be tripu\1\e -.gr....... ISiala 'l'll.,- ao aot 4aaira, howner, tha\ .. 
••U•nhl or 14••11•Uo P"OUMa k \lie buh ot U7 coaftN&tlou. 

f!d• _. • .,. 1• beiDa rapanet \o Lon4oa tor Buthreorth'• 

iutOJ'II&tlon ad ~ qpl-nt~ uuuc:me. Be 414 not haw 

opport\1111\,. to red tile abon \at before be len alt~ we 414 

41aau .. u. Bu\hrworth an4 Phil11pe len t« Lo114on 011 tbo ten 

o'oloalt trata, 

28'1 
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Secretary of State • 
Washington . 

PARIS 

Dated rebruary 21 19~0 • = 
Reed. 11 p.m. 

~79, February 21 , 10 p.m. 

F~ COCRRJ.N , 

STRICTLY CONFIDENTIAL. 

• 2se 

With reference to the Departreent ' e telegram 103, Feb­

ruary 19, noon. Thie morning ButterPorth arrived in Paris. 

We compared notes. 

The British financial adviser in Paris, Rowedutton , had 

asked me on February 15 to dine with him tonight. He said 

that Si r Fr ederick Phillips would be with him for dinner . 

Phillips was due to arrive in Part e today for a meeting of 

a League of lations committee. 

In route to Parte Butterworth met Phillips. Ro• edutton 

asked me to br ing Butterworth to t on!gbt 1s dinner. Butter­

worth' s talk with Phillips on the way to Paris raised pointe 

which were used for leads and confirmed in our evening con­

versation. This conversation is summarized below. Frenoh 

Treasury official s her e were not seen by Phill ips. 

Only the four of ue attended the d tnner. The following 

is a 
8

ummnry of our conversation: I i nformed Phillips of 

Konick ' a appr oach to me on February 17 and also of my inter­

view with Marchandeau, the K1n1ater of rtnance, in the presence 

of 
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of lionici:, aa reported in my no. 268, February tl:o, ., • • L . 

It was made quite clear by me that 1t waa l!Erc.r,111,c .,,._ a.~. 

took the lead in the conversation, although the !~~· '•' ·--

for me to COlle to him bad been brought i:y llo!l!c , ~~~ 

I bad addressed my questions t o lla:rchandeau ~d t~t 

received the memoran~ quoted in my above :en: ie~~ 

from his banda. 

t..:.._a \ 

. . - ..... 

The Briti sh hnd received. nothing in writi~ ~~~ l ~~ ., 

according to Ph1111ps. I told him that :21)' iC'lOress:c:, ~ ="-

from Monick'a hints when he called on me en Fei:r uar r 17, 

was that some step invol ving a :21ove towards stabilil&t lc: 

of the franc , dollar , and pound was wlul.t he bad in minli. 

~archandeau had not repeated these hints and therefore I 

had not ventured to be more specific in reporting my inter­

vieP. at the Ministry of Finance than wes warranted by the 

memorandum which I received t here. In llonick1 s t alk with 

the British, Phillips said, there bed not been any sugges­

tion of any move toward achieving greater stRbility in any 

other currency than the French franc. His understanding 

wae that Monici: had some intermediate etep in mind towarde 

st abilization between the present situation and a final 

de jure definite f i xing of the franc agains t gold with the 

thought that thie intermediate step should involve defense 

of the franc more on the linea of the way the old gold 

standard worked than on the linea of the system at present 

in ef!eot . 

Regarding the chances of success of such an operation, 
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Phillips did not seem optimistic end if hi s advice were 

sough t by the French he would be very hesitant. However , 

considering such a possibility he discussed various factors 

which would be involved. If, for instance, the contents of 

t he stabilization f und amounting to aoproximate ly 

13,000,000,000 francs, t he 6, 000 ,000 ,000 france in the rentes 

fund and the profit of between 17 and 20,000 ,000,000 from 

revaluation of the present gold stock of the Bank of FTance 

from 43 mil ligrams to t he current rate were to be made avail­

able, after due legislation, by stabilization, what l asting 

relief to the French situation would there be therefrom? 

Would a new fli ght frl)m t ue franc actually be facilitated by 

this donation of new france on th e market leading to spend­

ing? What rate of stabilize.tion should be chosen? Would 

the present rate of eay 155 france t o the pound be sound? 

Phillips wee obviously concerned about t he fact tbat the 

pre sent p roposal is known only to ~rchandeau, Delbos and 

Cbautemps, and wondered what t he reaction to the proposi­

tion would be on t he part of other government leaders, 

par ticularly Daladier. The latter conceivably might vig­

orously oppose returning t o a system in which the surrender 

of the eo-called war cheat (the Bank of France' s gold) 

to defend t he franc would be automatically involved. 

the 

' 
Aa *1 purely personal opinion, 

Trench may instinctively prefer 

I said that even t hough 

a fixed to a flo•ting 

currency, 
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currency, e~abiliz&tion at the present rate •ould not be, 

m itself, suffici ent inspiration for a significant amount 

of Frenob flight cap itai to return immediately and ner ­

m9nently. It we e my opinion t hat before stabilizat ion could 

really be effective it would be necessary ~or other very 

progressive steps to be taken toward social peace and in­

creased production . I remarked that wi th respect to t he 

p roper rate , in each succe ssive stage of deprectation from 

105 to 1~5, defense of the franc had experienced dif ficult y. 

It appeared, however, that t he present rate might be correct 

from the current economic viewpoint, inaomuch as during 

• he bri ef period at the time of the latest Cabinet cri s is 

when the f ranc was unprotected the rate fluctuated very 

little. This rate r.annot be held indeftnitely unless t he 

factors of labor and production are cleared uo and t here 

i s improvement in the balance of payments; furthermore, it 

1e t~poeeible to say what rate could be maintained. Each 

one of us had difficulty in evieaging the lead in seeking 

exchange control being taken by a Radical Socialist govelfto 

ment. All of u s were i n agreement that if tm present 

treasury loan does 

difficulty will be 

not go better than is currently reported, 

experienced in raising funds in Karch 

by the Fr ench Treasury . It would presumably depress the 

frano if the Treasury should draw upon its remaining five 

million or edi t in securing Bank of France. 
Further 
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P'Urther Oppor tun1t1ee for the French to bor row 1n 

Switzerl and or the Netherland& eeemed t o me very slight , 

I t was s tated by Phillips tha t in London the short t erm 

money market had changed entirely since the French obtained 

their t wo earlier credits, and that it ~ould now be out ot 

the ques tion for a London participation in a French cr edit. 

It would b e necessary for any borrowing to be at long 

ter m with the bonde paesed on to i nvestor s and, consi dering 

the unfavorable British impr ession of the French domestic 

si tuation, euob a loan would not be well received now. 

However , he talked about the possible relief that a loan 

which would permit a lowering of French interest ratee to 

4~ would give t o France. I wae in agreement wi th But ter­

wor t h in not being aotirely c onvinced that , if political 

circumstances made it tmper ative, a long term Brit i th loan 

would be out of the question . 

In Phillips ' opinion it is impoosible for either us 

or the Br i t ioh to retuse t o talk wi th the French . I do 

not believe t hat the French should be giv en any possible 

ground for compl aining that the terms of the t r ipart ite 

agreement which envisage consultation were not met by us. 

I believe that we were all ln agr eement in feeling t hat tM 

Frenoh appr oa ch should be acc ept ed but that we should leave 

it very def initely to the French t o adY&Dce apeo1f1o ideaa 

at 
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at the earliest sta ge POBBible; furthermore, rather t han 

being made too formally diplomatio , the conversations 

should be tP.Chnical . The British are ready to give their 

moral uupport to the Frenob under the t r ipar tite agr8ement. 

They do not desir e, however, that s ent imental or ideal­

istfC ef6Gbds be the bauis of any conversations. 

This message is being repeated to London for Butter­

worth' s informtion and any supplementary additionu. He 

did not have opportunity to read the above text bef ore he 

l eft although we did diucuuu it. Flutterll'orth and PhUUpa 

left for London on the t en n 'olock t rain. 

BULLITT • 

.... _, 
' . ., . . ' 

Y"t ' ,_ ' t' :'i .... , 

....... .., ....... 
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TREASURY DEPARTMENT 

INTER: OP'P'IC:& COMMUNICATION 

... • Februsrr 21, 19)8 

•• Secretary Morgenthau 

,... Mr , Haa s 

Subject : The Business Situat ion 

SUllllll3.ry 

The President' s statement of polic:f on commodity prices, 
accocpan1ed b:f moves leading toward an expansion 1n available 
credit , bas had a favor able influence on business sentioent 
during the past week . It has been accompanied by an uoturn i n 
comc.odity prices on an increased volume of t rading and bv some 
i a:provement i n stock prices. ' • 

The statement aupears to have been made at an ouoortune 
tia:e , since underlying conditions i n the commodity and stock 
markets are apparently growing more favorable, and t he decl ine 
in business activity has levelled out. While t he current busi­
ness trend, as measured by t he New York Times weekly index, 
turned down during the week ended February 12, an i mprovement 
in various i ndustries is looked f ol' during !.!arch. 

The movement of goods into consumption, as indicated by 
department store e~es, continues to make a much more favorable 
sho~1ing t han does i ndustrial oroduct ion . S~es in dollar vol­
u~e during the f irst two weeks of February were only 4,g per 
cent below l ast year, which i s probably about equal to the 
decline in price levels. 

Our estimates of basic demand during Janue~y (See attached 
chart) are lower than in December, while industrial product ion 
during t he month was at nearly t he December level, The stabil­
ity of production following i ts wide deviat ion below the level 
of demand in the pr evi ous month provides some evidence that a 
bottom is being established around t hes e levels . 

The Current Situation 

Current business activity, as measured by the New York 
Times bus iness index, showed a rather sharp setback during t he 
week ended FebruarY 12, owing to declines i n carl oad1ngs, 
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electric power production, and lumber production. Automobile 
output and cotton mill act ivity increased. The combined index 
dropped nearly to the low level established at the end or 
December. · 

Steel activity was maintained dur i ng the past week at 31 
per cent of capacity, a fractional gain over the orevlous week. 
Steel prices have been confirmed for the second quarter at 
or esent levels. This clarificat ion of the price situation, an­
nounced first by the U. S. Steel Corporation and followed by 
the independent companies , i s expected in the trade to bring 
increased buying or steel products during t he next f ew weeks from 
t hose who have b een holding back orders i n the hope of lower 
orices . In the l onger t erm outlook the steel price question has 
not been settl ed by t his week's action , but remains a factor con­
t r ibuting to the liquidation or inventories and to hand- to- mouth 
buying. Such policies , however, are t ending t o build up a large 
oot ential demand t ha t will make itself felt when t he question of 
steel prices is satisfactorily settled. 

The Aut ooobile Situation 

Automobi le product ion during the past week aho~ed a slight 
gain but no imoortant steo-up in operations is expected unt il 
l at e 1 this month-or early i n March. Used oar sales are showing 
gr adual imorovement, and are expect ed t o advance markedly with 
the coming-of spring , i n view or plans in the industry for inten­
sive sales drives. Because of the relatively favorable agri­
cultural situation, s~bstantial purchases of used care by farmers 
ar e l ooked for this spring. Twice as many used care as new oars 
ere generally sold in the farming districts. 

The President ' s prioe-raising statement is consi dered by 
'7ar d • 8 Automotive Reports as tending t o prevent a reduction in 
~utomobile orices in the immediate future, regardless of t~e re­
cent reduction in pri ces of steel sheets used i n making e.u omo­
bile e. The desire t o prevent losses to d!ale~eu~~ rt~t~~i;;i~~ry 
the present large stocks of cars, both ~e th:O other hand t he eur­
consideration i n maintaini~g lric~; r~oent reduction by Packard 
prising gain in orders t o ow ng orovide t he key to increased 
suggests that price reductions maY -
aut omobile demand. 

1 terials going into the making 
The market 9ricee or al ra:1~~ of iron and steel and alumi­

ot an automobile , with the ex~~P they were a year ago . Prior to 
num, are substantially lower ~ steel sheets, which means a 
the recent reduction in prices 0

0
r materiels per oar of about 

furthe r out in the average costk t coste of the various materials 
~3. 50 , t he comparative open

1
- mar elieted by Ward's as follows: 

used in making an automobi e are 
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Finished steel 
Pig iron 
Rubber sheets 
Cotton 
Copper 
Lead 
Aluminum 
Tin 
Wool 

Total per oar 

Prices 
1938 

$52 .10 
4.06 
9·95 

16. 20 
3.4c 
1. 50 
2. 12 
1. 63 
3. 10 

$94. 06 

early in February 
1937 
($46. 6o 

1~: §~ 
2t~~ 
l.S4 
2. 12 
2 . 00 
tqo 

$105· 77 

Basic Demand and Production 

29G 

Our combined estimate of basic demand ehcwe a further down­
turn durtng J anuary1 according to preli minary calculat ions. 
(See at tached chart} . Industrial produot ton during the month 
receded but sli ghtly , the preliminary Federal Reserve Board index 
s tanding at S2 , as compared with gq. in December, hence the devia­
tion or production from demand has narrowed someWhat. Since 
oroduotion during December was unusually tar below our estimate 
of basic demand, the stability of t he production index i n January 
or ovidee some ground tor believing that a bott om is being 
established around these levels. 

The January p roduction levels i n r elation t o demand differ 
~ong the various i ndustrial groupe. I n the iron and steel 
i ndustry a alight increase in production occurred durlng January 
while t he index of demand turned down, t hus narrowing the 
unusually Wide deviation of the preVious aonth. Since iron and 
steel or oduction continues materially below the estimated demand, 
a further narrowing or the spread will pr obably come about partly, 
or even largely, through increased production. 

The textile grouo continues in a position favorable t o 
recovery from recent iow levels. This is confirmed by a studY 
Yle have made of the a1 tuation in the wool industry , as well as 
by current developments in t he cotton industry, Where encourAge­
ment is seen in the tact that cotton goode are moving into 
consumption in much larger volume than they are being produoed. 

In t he automobile and leather induetriee t he situation also 
appears favorable t or an upturn in production. Lumber 
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oroduotion appears i n appr oxi mate balance , and could ~ve eit her 
way, depending uoon the trend in residential construction. 

The Petroleum industr y , on t he other hand, continues t o 
appear in a de fini tely unfavorable position , a t act which ie con­
firmed by statistics which show a piling up or stocks or various 
!letroleum products. The production or crude petroleu1l showed a 
fu rther sli ght increase during J anuary. The outlook for bitumi­
nous coal production also appears relatively unfavorable, with a 
decl ine in both pr oduction and demand during January. 

Retail Sales 

The movement or goods into consumption , as indica ted by 
weekly f igures on departnent store sales , continues to make a 
3Uch more f avorable comnariaon with last year than do the var ious 
indexes o r indus trial product ion. During 4 weeks in Dece~ber, 
deoar t ment store sales in dollar volwoe averaged 2. 3 per cent 
lo;er t han in the previous year, about equal t o t he decline in 
.,rices . In J anuary the 4- weeka ' average was 2. 2 per cent below, 
r1n1le prices were stil l l ower . During the first 2 weeks in 
February the sal e s in dollar volume have been 4. g per cent below 
last year. Since prices nave probably declined by about t he same 
a~ount , the sal es in actual volume are apparently running on 
a~nroxlmately the same l evel a s in February l ast year. Sal es 
l a st year dur i ng February sho•11ed more t han e. seasonal increase 
over t he previous oonth . 

~ne Price Situation 

The President ' s discussion or a nrice-rai si.ng pro~rao , 
accocoanied by moves toward credit expanelon through a chang~ i n 
t:te gOl d- sterilization policy ana t ilroue;h the release oi ~n B w-
by t he Reconstruct ion ~inence Cornoration for i ndustria r~ 

i Co"r:odlty orices this wee~. i n"" has caused a broad advance n ~ · · . r o o d the rise ana in t he case o The voluoe of tradln~; expande on . ' Cotton ori ces rose 
ni de futures established a new ~~gntr~~~~d~ince early l ast fall . 
above t he 9-cent l evel for the rs ·, enersl rains and snow 
~rain oricea, however, were den~~s~s~e~le~ed fears of dr ought 
over t he winter wheat stat es, w c 
d11:nage . 

' h president ' s orice state-
"1/hile some disappointment over in 8 that it made no oention or 

Ment wa s noted by mar ket obser~e~: · this ~tas over shadowed by t he 
9 definite plan f or raising rr cbe~n taken in favor of rising 
fact or a defini te stand hav ng 
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9r1oee, accompanied by changes in policy directed toward that 
end. It is generally felt that other meaeuree will be taken if 
these do not prove effect ive . Commodity prices rose to higher 
levels at the end of the week after declining slight ly on Fri day 
~then the President ' s statement was published. 

Other factors tending to improve fundamental conditions tor 
certain commodit i es, have also contributed t o the rise . Cotton 
has been helped by the passage o f the farm bill , with a severe 
out in acreage planned for this year. Tin has been strengthened 
by a reduction in the export quota for second-quarter shipment to 
55 per cent of basic quotas, as compared with 70 per cent tor the 
firat quarter. Rubber shipments during January have shown a sharp 
drop, reflecting a cut in the export quota to 70 per cent tor the 
first quarter, as cocpared with 90 per cent during ~~e second half 
of 1937. Copper prices have risen on an increased demand froo 
abroad. The cocoa marke t has been strong on reports of crop 
destruction by African producers. A pick-up in trade demand tor 
silk hee been partly responsible for the r ecent steadY rise in 
silk prices. 

The stock market has improved somewhat during the past week, 
':lith the Dow- Jonee industrial and rail averages closing t he week 
at the highest levels of the month. While recent Administration 
moves have had a favorable inf luence on market sentiment, under­
lying conditione in the market also seem to be i mproving. Evi-

1 
dence of this apoears in (l) The continued reduction in brokers 
loane over the oaet several months, placing the total on 
February 16 at $5SS millions, as compared w~th more than a billion 
dollare in loans at the same time last year, (2) a noticeable 
increase reported in the inquiries tor large blocks of stock to 

ement which contrasts with the situation 
~~~tbru~;~a~e~i~~e blo~ke or stocks were offered t~r(aal) e o:r 

h tl before the market turned downward, 3 con 
the Exchange e or Y E C indicating 8 pronounced improvement 
fidential reports of the s. • • t with the number or restricted 
in the condition or margin ~~ou~ ~lgure on their recorda. This 
accounts declining to~e em e~ w money in the accounts, rather 
hns resulted trom the deposit 0 ne uidation. It has been 
than from price i ncreases or from 11~ bu in orders under the 
accompanied by an increadsed am~~~; ~he m~k~t have been reduced. 
market, while selling or era a 

t k rices has been continued 
An unfavor able i nfluence on stoc w~th en increased amount or 

weakness in foreign securi t Y ma~k~ 8 
• principally from Great Britain. 

foreign selling in American mar 8 8
' 
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