
TREASURY DEPARTMENT 

Of'PICII: Of' THII: 811:C IIII:TAIIY 

WASHINGTON 

Octo'ber 35, 1937 

h~...-...; th r o t~t-nt ehowtnr tba eotllll\tod ~di tur .. of the h de ral 

Oovcrt\llent for the t1oc&l 71r.r .,dil>b Jwoe :J), li38, on accoUAt of 

ro,de, 1o eot11:1t'ted nt $1,590 ,000,000, 'l'h1 o Mt<Nnt 1o clau if1ed liT 

n~or orP.nnl:attono no tollowo: 

~~rtr.ent ot i«rlcul ture , includinG 

$330 ~ll1ona !or good ~-··•••••••••••• 

'~Credit A4o1n1atrnt1on • •.• • ••• • ••••• • •••• 

eo~mod1\Y CredJt Cor,orfttion • • • ••• ••••• ••••• • 

Reconatruct1on 71DAnee Oornor~tioa ••••••••••• 

C1?111ND OoneerTation Oorr•••• •••• • •• ••••• ••• 

Rural Electrtt1c~t1on Ada1D1 otret1on,, •• ••••• 

Work• Procreaa A4m1n1etrnt1on • • • • ••• •• : •••••• 

Totnl •• • •••••• •• • •• •••••• •••••• •• 

$1,116,000,000 
114,000,000 
100,000,000 

3,000,000 
48,000,000 
33,000,000 

175.Q()Q.QOO 

$1,590 ,000,000 

Tboce t11~eo are e1neo l f 1cd 1n rreater det~l no tollowo: 

Unds,r the Prnnft!!tnt or W 1£Ul.tur• il 011 6 . QQQ . ()(X) 

Ccn n r l el<T>Moeo o f lnlreeuo, (Det i\J 1• in 

~l1b1t 1) •• • ••• ••• •• ••• • ••• •• • • ••• •••••• •• 

Grrnt o to atntee ( ese, ot roR4a) • ••••••• •• ••• 

Soil Con n8r.~t1on Service, ••••• •••• ••••• ••••• 

l!!rn l)nM\ Act (To be 1nereaoe d 

to l~~ 1n 1938): 

Tennn~ (title !) ••.•• • •••• . ••• • • • ••••• $ 10 

SUb~~zetn~~ lnnd (Ti t l e I II) , • • ••••••• • ~ 

(In m1111on o) 

$101 
24 
2:1 
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P.wW•' or "ri"'""' (coati_.) 

tcr!Slll\aal H ..... ,, Mr!R'''D\1"' 
Acftnltu.l A4,1uwnt _. nla ..... -. • • f 1 
mtataau• of u. ... ec1 •"le ( ... u • ..,, ... , ...,._, a&, u•>· • • • • 18 
:ll:portatt• u4 u-nto oo-.pU• et 

I!Pillllllftftl oo-.cltUoo ( loo. 31, .Mt 
~~ ... 1131) • • • • • • • • • • • • • .. 

eo-natloa ...... of -cftCIIIIlnnl 1u4 
n~• ( 1aol.S.o teo II, loo. 31, .Mt 
~· ... 1 938) • • • • • • • • • • • • • 400 

Cottoa pl'ioo a4Ju._h ( loc. 31, .Mt 
~' M, lt315) • • • • • • • • • • • • • a 

M•hhtraUoa of 8apr Act, 193'7 • • • • • __JIL_ 4?1 

81.,._,.. •• •• •••••• • • • • • • • ••••• aao 
:rano locro.rl t7 .&4a1ahtraUoa •• • • • • • • • • • -"""'l.::ltlL 

1,118 

Up4tr tb! lNll Ch41 t He!p lttratlop fll4. QQQ.QQQ 

lecleral laDd. 'ba.aD, 1*14-la nrpl•• • • , , • • • • • • 38 
:re4eral lud bub, n ductloa 1D 1atenet rateo ••• , 32 
Crop aD4 t .. 4 l oaa• • , • • • • • • • • • • • • • • • • 30 
A4alD11\r&tlYe llrpeD.MI e e e e e e e e e e e e e 6 
:redoral :rano llortcac- CorporaUoa, 

reduc\loa la la\ereet ~-- • , • • • • • • • , , , , e 
:l.xpoa•••• n ctoaal acrtevJ. tDra1 ored U 

corporat loaa • , , • • • • , • • • • , • • , • • • , 2 

114 

Un4tr thf Co=p41t Y Cn4l\ Corporatlop llOO.OOQ.QOO 

Co..:Hli \ 7 loaat • • • • • • • • • • • • • • • • • • • • 199 
Va4tr the Bacopt\'»9\loa l'P'PCI Corpo~tloa I 3.QQQ. QQQ 

LoaD• to Jola t St ock l ud 'b.ll.ko • • • • • • • 

Un4e r the C1Y111p Coqttna\lop Corpt f49. QQQ . QQO 

Prlac1~17 la ooaaocUoa wl\b :rone\ lomoo, 
Sell OooeenaUon ODd Bun• o f .&oloal 
I J>due t ry (ln ad dlUoo, abcnlt tl40 ailU ODO 
t or P117 ODd N 'behteooo, otc . , fo r O. C. C. 

••roll••• co-.1-c fro• -cnevJ. mral aroao.) . 

• •••• =-==!!'!::: 

• • • • • .. 

238 

Regraded Unclassified



- 3 -

tJnder tbt Rural &lec\rittcasloa HN!J.1tl[&\lop '33·QQQ·990 

Loano fo r lloe coootr.otloo • , , • • • • 
Adalnl e\ra\1•• •zpen .. e • • • • • • • • • 

• • • • • • • 32 
• • • • • 1 

Onder Workf Pro~rw• • +4ptett\tatlop ll75.QQO.QQQ 

Hl4bwq1 ud lioa4a, Brld41w1 aa4 Yla4w:h, Rur..J. 
houaloc, Sullllatenoe ho•atea4a, 7&1r and ro4eo 
crouodo, 7oreata\lOD0 JroalOD and 1AD4 u t lll­
aatlOD control , Irrlcatloo aDd water oooaor..atloo, 
Oame, flab, and lll rd eonaer..atloo , P l AD\, crop and 
llYII\~Ck COD .. rYI\lOD 0 BodeD\ and predato r, 
aniaal COA\ro l , Ot her CODierY&UOD p roJoch, Dla-
\rlbu\loo ot aurplua co..o41Uea , • , 

total • • • • • 

• • • ---1.m. 

1,&90 

In CODilderloc \he ..Ollll\ ezpellded " " , .... Federal OoYe ...... D\ for 

acrlcul\ural ald, coollderaUon lhoulcl be P"D t o the fact that a larp 

u ouot ot \he e>tpenci.Uu l"'l of t.ba DoJ)O'r\-nt of A«rlc:ul.W.re al"' oot, 

o\rlc U.:r epealr;1og, for alcl \o acrlculture but 110ro properl7 would tall 

UDder the bea4LDC or pDe...U publlc wlfare. For e.,_,le, the Depa.rt­

ot A«rlcul ture O"JJIDdl &Dnu.all7 OYer fl ... allllODI Of dollare for 

t oopeoU oo. Such loopec Uooa aro oo\ wholl7 f or the lleoefU of ._n­

aaclo t o r tlw poeral protocUoa o f the co~ac puUlo, 

a opelldo a'bout a alllloa ud a half .. ..,,n,. for aotorc-ot of \be 

food and .truce aot, Other ezpeoclltul"'e o f the Depar-ot of Acrlcultllre 

110,... o r leu t o r the beoetl t or the pDeral pu'bllo, ra\Mr 

thaD acrloulW.re, are u.oeo ...S. b7 the ha\ber hn-. \be J'oreet S.r­

•ioe , hre• of Bloloctoal lllrft7• ud tho h.rua of .&al-.1 Illdu\17 tor 

the ora4ioaUoa of abercnalo•h lo oaUle. Upoa -.ell 'baale \be .. u-Ht 

ol \be Depart•ot of Acrloulture al.-t be ulalelfl .. ae 
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1. O...er rU I«'J>8Dcli t'U.J'O I I 

2. 

a . Of b iDofa to tho eeoerel J>Ubllo-

Wef'tber lhlr••· ..................... ... t 
!!eat ID8pf1Ct 1oa • •• •• •• • •• • ••• • ••••• • • •• 

ErDcUco.t l on of tubor~oel e in cattle •• 

l ore et oen1oo ( I ncl..ld1nt; foreet 

h101~·> • •.• 0 •••••••••••••• •• ••••• •• 

Bi ological .ur.~·· ·• •· • • •••••• •• •••••• 

l ood and Druc••••• • ••••• • •••• ••• •• • • •• • 

Sub-to t al ••••••••••••••••• •· • 

b . Of mor e cUrec t benefit to lll:l"icul tu.re 

(SXcluel~• or r.rooto to ota t•• ADd A.A.A.) 

'rotftl. Oenernl ••• •• •• • • •••• •• 

.AU1C'Ul turo.l A.d,juotme~di UQ Atli.nt 

a. Conoen a t1on o.nd u se ot ai;rl C'Ul tural 

lf\nd r eeourcea: 
Fro• MJ1UAl r.pnroprin t ion •• •• • ••• • ••.• • 

Frot: !""rtiAI\en t IIJ'II)ro~rlation of ~ ot 

cua tooe r eceipt•• •••••••••••••••••••• 

b . Exportation and domeotlc ccn.u.ption ot 
Atrlc:ultur.U COI:I:IIOcli tleo (Sec. 32, Ac t ot 

AUf;. 24, 1935) (l"Jooe !"'...,."Jumt ~roprl~tlon 

of~ of eueto.e recetrt~) •••• • ••• •• ••• •• 

e . llialaa,ion of 41 .. aae4 ca ttl•••••••• ••••••• 

d. .A.dlo.1D1ot retion of the 9\l«ar Act of 151:57 • • ••• 

•• l'rl oe ad,juataent ~nto t o cotton pro<lu.oore 

(11:57 arop) (J'roa pi.._,.Ont approprlaUOD 

of~ of cu.toaa reoelpt a) • ••.. . •••••• ••• 

!0\al, ~.A.£. ••••• • • • ••• • • 

3. Oraot• t o Sta~e1 
•• Bllb.., ~ ••• •••••••••• ••••••••••• ••••••• 

b, Jor eet ~oe• • ••••••• • •••••••• • ••••••••••• 

o • .acrt..altanl ~' •'-'loa•• •taaloa 
work, eto••••••••••••••••••••••••••••••• •• 

!btal, Or•h \o ftatee •• ••• 

. !'11\el, JllopU'\aoa\ ol 

~oaltare •••• •• •••••••• 

·. 

4 ,701 ,000 
5 , 300 ,0 00 
1,600,000 

36, 000 ,000 
2,700 ,000 
? .ax>.QQQ 

52'799 t00? 

246 . C500 ·009 

29',220·m 

340.000 .ooo 

60 ,000 ,000 

29 ,ooo,oex> 

15,000,000 

28 ,000 ,000 

&,000 ,000 

1.100.QQQ 

t?HOO.!AL 

313,800 .ooo 

P·'!M·tm. 
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GepvAl, 'IP"H'· iapluf&v *''P'' a. '' te 

•• n.per\-t proper • • • • • • • • • • • • • • • 
11. SoU eo ....... auo" S.r'l'ioe • • • • • • • • • • • 
c. ,._ '!'euat Act • • • • • • • • • • • • • • • • 
ct. ~iaa.l tv.ral .A4Ju•-t .1.4ala1a~atloa. • • • • 

•• J'ara Sacur1t7 Ada4alatratloa • • • • • • • • • • 

~total ••• • • • • • • •• 

Groot• tg Stet•• 

... J'oraat S.~ca • • • • • • • • • • • • • • • • 
b . l:q>arl.-t atootloDa • • • • • • • • • • • • • • 
c. ltltt•alon S.M'le& • • • • • • • • • • • • • • • • 
d. Bi&t>'llllr'• • • • • • • • • • • • • • • • • • • • 

• • • • ••• • • 

Qrnnt a tg In41y1¢lftl 1 

a. Ar,rlcul turN. .&4jua-\ AdalD1atra U oD. • • • • 

b , 7~ Seour1t7 Adm1n1atrat1oa •• , ••••••• 

• • • • • •• • • 

a. r,.....n:~ Tenr.nt Ac t • • • • • • • • • • • • • • • • 

b . Frrm S.~i" Adm1a1etrAtioa • • • • • ••••• 

• • • • • • • • • • 

Acgu1 e1t1gp qt lp4e 

•• 
b . 

Foreat Se~1ee • • • • • • • 
:aur-a o! B1o1ol:iCAl Su..rrq • 

• • • • 
• • • • 

•• 

• • • • • 
• • • • 
• • • • • 

c . 
d. 

~ar. ~t Act ••••••••• 
:r~ ~~1ty AAallllatrn tloa •• • • • • • • • • 

SW,..t otal •• • • • • • • • 

forta·t rqo4• ne4 traUe 

ft. R11:hwe:r• • • • • • • • • • • • • • • • • • • • 

t91.6 
27.1 

:S.'l 
22 •• 
11.1 

1.1 
a .a 

17.11 
;p,J.8 

W.l 

~.7 
67 .3 

np,o 

9.11 
39. 0 

6 . 6 
1 .2 
1 .8 

15. 5 

25·1 

l 6 .t 

Or~ton4 total •••••••• l,UI.O 
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All'mOBIM'!IOIS L'1D WW)PIJAZ'OQ 

' '!'be fonco111C f1cur .. ~~ro Oil the 11 .. 1o of 4iou-'-' _,ell41hl'eo 

( 1 • o. oaeb w1 \h4ftftl. • fro- Ule !'rea.,.,.) 4u.rl~ Ule t110Al ,....,. 

eucU:~~: .JUDo 30, 1938, n h uaonp\ U..\ 70'l .., abo be la\eno\84 

111 the plc:\IU'e tJooo tho e\r.ndpol.nt of auU.OrtaaUou Nld f<UP.rop rlao:-

Uono, 

Ia C:OIIolderl.ne \bo Oon~nt '• budeet, \here 1111ot )>e lce]>t 1D 

mind \be dlat1not1o11 botwen 1111.\borlaaUoao, IIPProprlaUoaa, ud •-

' pondlturoa, A:lthor1aaUona aD4 nppropr1atloaa ropreant llalt:.Uona 

pl~eod by tbe Concro•• upo11 tbo au~rl\7 of a4alaiatratl•o otf1cora 

of tho anor.U "-!>artaenta to eutor 1Ato oontraeta aDd to ..-. 

~uthorizatlona ADd approprl~t1ona require• \hot the gro11tOat ot enre 

be exorciaod l.n proaontatlon 1D order to «YOid c:ontu.ioa aD4 ale­

•>.nderatan~. ODe of tbo princi pal cUtt1eulUaa ariaaa booo:.1ao of 

t he !act t hat tho porioda in ohieh Sltbor1ut1ona, "!J'>ropr1at1olla, and 

ezponclituroa, roopoct1Yo~ , ..ro anda, do not coi:>c:ida , In addi tion 

to expendi ture• pertaining t o apnropr1ation• for the current 10ar, 

the ...:" endltur .. in 1938 include the p!Q'IIIent of unliquid.~ted obll!';I\Uona 

c:.rried oYer !roc 1937 , 011 the otlu•r bnnd, they will not include the 

llquldat1011 o! c ertain ollll.Cf\UOIIO portainlnt: t o 1\pnropr \ :>Uona !or 

1938, which will bo carried oTer to the tlacftl 'TO!'Z 1939, on.. unuaod 

(W>~nded) 'ball\llC:Oa o! approprint1o11a are wr ittt~~> off tho booka at 

th" end of tbo \bird 70nr for wbl cb tho ~~ppropr1nt1ona are 111\do, ~o 

IIIDOUIIt thua writtee of! 011 Juno 30, 193? ....,. "fl!'J"'zl,..tol'T 130 

n11110DO O! doll nro, 
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cent , ,.. oon:t'l"onted with the f ollowiAt; p1etuN coneent.Ae tlm4a -de 

.,,..,..u,.bh t or au1C'II.l.tur.U and relc tad aet1'f1Uaa, 1acl u41.D« &Oo4 

road It 

rtrat, t here wna "llftblll t~ tor ~tatAJ>41n& ob­

ll~tloaa under exl atlft'- annropr lnt lona 

I\IDOW\tlng to •••• •••••• • ••••••••••• ••• ••••• • ••• • 1:563,ooo.ooo 

Second, there ware unobl l t;l'.ta4 bnlancea o f oo­

tlnuln« ftpnropr1n t lona a~nllable for further 

eo~1toente , ~~unt1~ t o ••••.• •• ••• • • .•••••••• 388,000 ,000 

'lhl rd, t he re were n- ".,l"rop rlftt10na ln the 

annual 1\Dd 4etlc l enQ1 ftP!"ro!"rl&t lon blll a tor 

the tteeel 7ear 1938. amount~ to. ............ 722,000,000 

l'ou.rth, there were real'!'ro!"r ll\tlona of \\1\UJ)anded 

bl\li\Dce• ln the DJII\~ and 4eflc1ency awro-

prifttlon aete.acounting to•••••••••••• •• • •••••• 150.000 ,000 

71ttb, t here l\l'8 peratu>ent N>d 1n4et1n1 ta Ill'"' 

proJ)rlatlona not r~bJect to annual ~ot1nc ~ 
the Con«re a a, tlh1 cb the 1'rea WJ7 will be~• 

to mek• a•a1l~ble, eat1aate4 •'•••••••••••••••• 6 ,000,000 

Slltth, there 1a the ... ot $12l!,OOO , OOO which 1a 

-.I.e nY!IJ.lob1e un.Wr Section 32 of the .&cri­
OJJ.turl\1 A,4Ju ataent Act, .,. -4e4 ~ the 

Act of j,U«Uat at, 1935, tlhicb !!VPOR'Q\)J epnro­

pr1a\ea M~T'N'• witbou t; annuAl ~tlnG ~ 

Oon~••• ot cuatoaa rece lpta tor the 

p~~ oalen4ar 7e&r•••••••••••••••••••••••• 128,000,000 

~-tb, there h a Con«reaalonal ftllthorhatioa 

tor aoo4 road• t or the tlaoal 7w.r 1938, tun4e 

tor obloh he- DOt 7•t been "Pl'rorr1ah4 ~ 

\be Oo~••, ~ti-DC to •••••••••• •••••• ••••• 192 ,000,(X)() 

111_.th, 'GD4er the ~.let of Sept. 1, 19:J7, 
_..,ropria\ed .,.thorioi\Uona tor the .,........,, 

~leoal 7.-r ~' ~ower.......... . .......... 54,000,000 
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llln\b, alloci\U oll• alra aey liMa \hh 7•~ UDder 
\be ... reeD~ Ballet ~pnropr1~\10il ~\ 

of 1937 , ..oua\ t o •••• ••••• ••.. • •••••••• •••.• • $ ?3,000,000 

'IWl\b , alloc!ltlolla e.lr.,.q r.d• ,..nead o r .. , 
aat.S. \bla 7•~ b7 t.ba JtaeoDa\rueUoll 
li.Aanca Oorpor,.Uoll \o \be Co-.o41~ Cre41\ 
CoJ1>0r et10il a~~d t or axp&D41 \\U'aa of 
Be&1ollal AcJ'lcmHural Cradi t Coll>Oration 
(ezeluaha ot \lftdh b\U'aad eo,.l~n\a ot 
Jtaconatrue\1on l 1DaDea Corporation to 
c.c.c. of $227 ,~52 ,000) .count to..... ........ 37,000,000 

llllall7, \hare are o\har \IDDJ'Jlropr1ota4 11>1t~ 
orlsaUona tor \be cv.rran \ !heal :r..,. wtUah 
are ooDeerT~\1Yel7 eet1~t•4 st,,,,,.. . . .... . . S.QQQ , QQQ 

!bua, \be t otal ot \ba a a po t ential otl1~t1ona 

tac1ng \be hdaral Traa ..u-; tor \ be ~­
cul\urftl and related ac\1'0'1 \ taa ..aunt to 
tbe .ua of................ .................. 2,11&,000,000 

the ax \an\ ot - $1.103.000,000 \~ \be -\borloatlcm ot larca 

"""'ropr1aUona t or tba Dap~n\ o t £u1cultura, aa 1od1c~\ad below: 

( I.n a1ll1ona) 
lUI. ~ 

~bllc hiSb~•· Act ~uae 16 , 1938, , ,. ... ..... .. . 211 
(!Io ta: !bia ratara to tbe Mr..lca ot \be 
Cheal 7..,. 1D41ca\ad, !be trpproprlatloaa 
tor 1939 will be about $381 • aad t or 1940 
about $125 11. ~· 1a accCIWlU4 t or b7 \be 
tact tba\ Oon&r••• ~q>propr1a\ea h i&b'tiiO' 
-oq upon \be baa1a ot ••U-\ad oaall 
apen41 turaa) 

h.S.ral a14 \0 w114-l1ta, AD\ 5.)'\, 2, 193'7 .. . ... 

Coaa-Uoa 1A ar14 aD4 ••1-ar14 ar ... , AD\ 

:s 
I 

~' aa, 1137..................... ........... 2 2 , 
I 
" aee ~ Ao\ ot liS'l , loop\, 1. 19S7 

(IKo, of !b11S~taee), •• • •• •• ••• ••• ••••••••• ••• 

1 
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lap&' .too\ of 11137, Sept, 1, 1113'7 

(lao. of Pbl!t~tn.e) • • ··· ··············•••••• I 

o • .-.u. •4 - ot .... inl,val 1aD4 

reaae~oea- AAt .... "• 1111 ••••••••••••••••• 100 

• : 1r\aU• •4 :OO..•U• O• a \IC!a ot .acrs.­
GIIlhn1 0 un .. (.,. o.aa•- reo-lph) 

Pan SMIU1.\7 AdalahW.U•,· ~lUe I, loolaa 

••• 

£at JQ17 22, 1137 •••••••••••••••••• • •••••••••• 

.,..__ct-1 1-.1 procr-. ~1Ue IU, ru. 
~ .... , AOt. Jul7 aa, 1117 ••• • • •••••••••••••••• ao 

Ooop-u ... 4eYelopooeD\ ot tllnl t oree\1')', ""' 

Ma7 11, 1937 •••••••••••••••••••••••••••••••••• 2 

I 

110 

CooperaU•• A;v11Nltuzoal ltlt-.ot• wo~, ""' 

JUDe 29, 1t35 •• • ••• •• •• • ••• •••••• •• • ••••••• • •• }{ 11 }/ 12 

._arob bto 'bado U.e &D4 prlDoiplee ot 

~oul\gre •• •.• •••• • • • •••••• •• ••••• • •••••• •• • • II 

~otal QNOQD\ •• • •••••••••• •• ••• • • 

?82 

AI .ADdu equal -..-u.t t or each ,--r t her...tter, 

}/ lr. ~'ddlUOll t o -=h P""'i<N.Oq au tbori:ed 

Ano! lll'!'""Prlated &IUN&llr, 

The t orecoinc ~tborl~tton• relate o~ t o th~ ~t~t 

nt ~1cul t ure, but th.,. • .,.... t o 111\Uitr&t" the 41tt1cul tlea which 

con.~oDt t he ~ 1n c onnection with ita tlD&nci"C act1•1t1ea, 

The ;~rMUce ot co-itlnt: the 0oY!mD8Dt a waral JOIQ.!'e b 

adv11nee l. e well ll1u e\rated l n t he cue or pullllo raeda. Sl.xt-

aonth• ~ t he Coasr••• au\horlced a publle b1~ procr~' rcr 

t he flooal ,..re 1938 Md 1939, b tM 11~\e .wo o! $433,000, 000, 

1'<1 ate on17 $34,000, 000 o r \hh _, baa be• epprvprtated. 

l'etaindar ,.111 bt\ye t o be .P,roprlated b the 1!139 u4 1940 Mm'•' 
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.&Dotller etiJNti•eble pr'MUM s-1 ... tM N¥JII'Itpl1atS. 

of-~ Nlaaoea, J'u- zle, Ia adAUU. .. tM 41Nn .,. 

pi'Opr'iau .. _.. to tlle Jl : r , • et A,l.-1..,.. _. tile ..._ GnUt 

aot pren~ r 541eprlatU.. of tl10,t11,8Q) far \M .,w, t ef 

Acr1CIII&ltun t1a4 P,9110.000 tn .u 1'ww GN41t 'W•t.V.ttoe, 

I. ~ otiJeoUoaeble pruUoe h til• =a!rh& of .o ~ lJM 

"PeNUea\1 IIPPII'OJil'laUou 'lblah do aot Nqain tM n"el ftU&& 11r 

( a:oluaha of \be ~J'laU• of CIU8toM reMlph 1a4eJ' S.CUoa 33 

of tM .let of ~t 26, 111311), -t to ala lllll1- of dol lara, 

Oloaal7 allied to th1a la \be praotloe of ~ noa1pta for 

epeolal purpoHa, lu.oh praoUoe oanaot be too a\J'oll&17 -dnaM 

of INCh e&Ma 1a Uta aoUoaa take~~. l!7 Uta Ooll,o:reu Wl4ar the _ .... 

aRt to Uta Ao!P'1GIIJ.tur.l, ~tiMAt J.ot (Sec, 32), apj40WM Ar>c\Ut 

24, 193!5, 'llh1cb appropriated u aaouat equal to ~ of the sro•• 

receipt• tro. dutlao collected 1a aaoh oalaadar 7a&r UDder tba ouotoao 

le.wa, Ia 1SI38 tha ..:~UAt tbua to be Met. a .. llllabla h aat1Mto4 at 

$125,000,000, of which about $94,000,000 will be ape'"'"· !hie 1a 

a coatlaut&& epproprlaUon &114 will ba .... nabla 7aar attar 7aar 

UD.l••• aa4 UDtU the p1'0Yia1oa 1a rwpaaled lit' Coacrau. Doe azpc41-

tura of web aoaq 1a ••U-ted for tba fleoal TOaz 11131, u follont 
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Aq-lmltupJ, M 1M'MP' ''n!P1 •trattp 

JXPor\atlOD ADd Do..etlo Coa~\lOD of Jcr1-

cultQral Co..o41t1••················· ······· 
Couo"&UOD aDd U8e of ~~tva]. Lead J".-

.aurcee •• ••••••••••••••••••••••••••••••••••• 

Prl c o A4,luet.ent ~' to Oottoa Producere 
(193? crop) •••••••••••••••••••••·••••••••••• 

fotlll oUU.ntod tar:pe41t=oe (!he...,., 
not o:xpollllod (o'bll~tod) cturlac the 
fhoal ~ar lapHa ea4 h DO\ aYaila'ble 
1D the .ucceedJac Tear) •••••••••••••••••• 
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• a,ooo,ooo 

110 ,ooo ,ooo 

11,000,000 

'- rQd ~---· JCJ.'"'• ............. __ _ 

' eo-leeloner of 
AocOGDte ead D.poel\e 

ltzhl'bU I, ebowlnc 4etailo4 aludflOAUc. 
ot ••tt-ted •IIPftU\uree of tlw ~ 
,.D\ ot "ct'lcNUure, fhaal ~ 111:58, 
Cludtlod aoool'1l1Jic \o orpz~laaUa IID1'• 
ADd oub-dbl4H e 'hiC to C• -1 -
VOilaH ( 1Aol'II41Jic ~ loaJ. l.lipl 0 t \a) , 
lft.Dh t o e\a\ae, p.a\a to lD41•d4uale, 
lOADs , aoqW.et UOD of lall4, ea4 to"•' 
roa4e ADd tralle. 

h lltbU II, llhoorlJic 4e\all o4 e\a\-t ot 
aut borl.u.Uona tor \ he ~'-' of .\cf1oo 
aul t u re whlola ha•• aot ~' hac appr.,rl&to4o 
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TREASURY DEPARTMENT 

mmxc !Q!I~ 

YNPt"PM ZO"' '"if"W• 

Ia oo-.,uaoe wt\ll 7CIQJ' ortll. r ..... , \llere h .-.u\eot ur .. l\ll 

a 4e\alleol e\a\-\ ebowlac \be eta•e ot "'- hbllo Werke Propoea for \lle 

aez\ the 7Nre, aa ealllll\teol.,. \h .-cal olep&M-h. 

!he a\a\-\o ~e •- .u.1 \\eel .,. Npr-\a\hH ot \ lae •art-. 
4epar\-h -e or hoe latorwal~ 1a -~e wt\ll a ooa.ter-e lael4 wl \ll 

\Ia ... 

4\ noll ooatc•oe \lle Up&r\-\tll. repr .. ataUne were turalllloeol 

•Uh f orao ..... lal~ prepare4 fer \he ~011 of RbttlUI.ac \ lae 4 .. 1reot ta­

f oNaUoa. !'hq ware re.-ee\eol \O eallal\ eepara\e e\a\-h lllaowla& - -

1. PnJaoh or procr-e tll.re&q apprcrreol ~ \h o-cr .... 
2 . ProJaoh or procr- a o\ ,.., ..,pr~eol ~ CG11p'e11. 
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!he etat-h ebow with H8peet to each proJec t of a •11110A 

dolliU' a or DOre 1/ tbe !ollowl.JI& iAfonanUoD: 1oeaUoD end t;)'pe; 4ate 

star ted; dnte to be cc"'''1ete4; t o tal coat; authorh1ag act; epJli'OJir l aUoaa 

authorized; apnropr1at 1oDa proYided; add1t1oD&l appropr1at1oDa required. 

to complete on baaie of preaent euthor1zat1oDa; ad.dit1oD&l author1aat1oDa 

requi red to eor.~plete ; Wldiaburaed coami tloeDh OA June 30, 1937, &D4. the 

es t i mutad .Xpendituree for each f1acal 7eor from 1938 to 1942, 1Dc1ue1._. 

!he followill« h a ..-aJ7 of the 4ata w.bu1 tted. b7 the depart­

""'"te ( w1 tbout r,...1a1oD): 

H•or Procrp (IA ail1lpae) 

Total coot ( eoti.ate4) , • • 
Apnropr i atioDa alrea47 .ada 

• • • 
• 

Prograe al­
reaGT eppro"''ed. 

br 9epcrtet 

• • • 6 ,163 
3,807 • • • 

Prosnuoa not 
7et 8PJll'OTe4 
br &pq••• JaW 

1,38'7 

A441 t1onnl anpro!)r1ot1one requi red • • • ._a:::z:a2.-'z3S6=--==1,.:•.,38'7---·3•'•7=a-

D1eburoemeDto (eeti~ted)t 
1938 ••••• • • • • • • 
1939 • • • . . . . . . 
1940 ••• • • • • • • 

• • . . 
• • 

1941 •••••• 
1942 • • • • 

• • • ••• 
• 

1 
as 

W7 
3Q 

3315 • •• 
!be tore&~~~1DC h o1aaaifled. b7 V"Pe• of proJach 1a t.be fo1lowl.Dc 

tabla: 

!} ProJeota f or la .. thaD a tllllloa uUare are pvaped.. 
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.... g. 
jppavted PftCI'U 
Plropoeed procra 

g,:rta»•· 
Ji;poue4 prop• 
Pnpoeed ,....,. 

( ID 1111110DI o! dollara) 

001~ pr1a~e4 

161. 1 160 1 

~ah 111 tbdrawala 

N 
VI 
N 
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'fv4t ep4 dock• (Jm) 
jpFGTM prot:na 
Pl'opoee4 Procz'l!lll 

m:: 9tn1pt bu1ld1M1 

.lpt)roTM propou 
Propoeed p:ropou 

IIQlen•tlop prp1tc\a 
.A.nr:-ond prova­
Propoee4 propou 

lett••' Park• 
jp!)roud propou 
Propo"d procru 

Ia41w ltryiO' 
Apy>roTM r>rosna 
1'1'0!'0 IM !'ro~ 

MlteelloptOUt (Ig\er1or) 
eprond prosna 
Propoeed procr-

1/ "P!'rond prot:rfiD a eM a proj eeh or procrt~~~• alrea q IIUthorhed 

b)' 0oGG"II• 
1} Pl'opoiM PZ'OUP --· PZ'OUI\III not al reaq l'lltbort .. d ~ 

Conl:J"ft••· 
Regraded Unclassified
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OldJic \o \lie teo\ \loa\ \lie ..,.,...,. folloW a -~~er ot llUteru\ 

•tbo4e la pro1'1Uac tau tor \lie pro-\loa ot pabllo worka, it 1a Y11'-
CuallT s..,o .. tllle to -Mt 1IP a 'Milfoa e\o'-'t\ *lalla ~4 •• la el11plo 
aa4 na4117 UD4en\oa4allle fora OOIIPlo\1 tatora\loa w1 \h roepeot to all of 
tbe Uttona\ clale .. ot proJoo\1. 

mt!Q IJMMD 

b. tile - of pallllo hi-"~• CODCftU 1l.ftallT •tborh .. appro­

prlaUoae COYOMJIC a two-~ procr- ..s.r wlltcb tllo S.oro\&17 ot Acr\cul turo 

It roqulro4 to aek8 qpcr\lo ... te to \he Statu prtor to J-..ry 1, f or the 

IDIUlDC fiocal ,..&ro .A,pproprta\lOJll 1ft tuch 0&111 aJ'I DOt J0&4e OD the b&t\1 

of a partlCI:llar prop-aa 'bllt an llftde froa tlM to tl.M oa t he 'boltla of the 

eoU-tl<l. caah 4hllllneMnta t o be 1184e clurla« the ,..,.r, wl thout reprt to tbe 

particular prosr- to wblcb ouch 4hbur•••nh relate. The ftC'II'el ou,.ltted 
by the repre11ntaUYOe of the B"CIJ'e• of Pllblic lol\dt t ho• thl<t there are now • 

254 

otaad.lnc 011 t he booloo the """' of $408,1500,000 ,..t to be appropriated 011 aceo•mt 

of the autborl,.tlolll of $433,0000 000 conta!.ned ill t he ~t of J~ 16, 1936. 

It 1t Ullderatood that $;!,000, 000 of tbla wlll be ou'bldttad f or appropriat ion 

the next defl c\enq blll; $281,1500,000 for the 1939 .lt;rlcultural Appro-

prlatlo11 Bill; &114 $12S,OOO, OOO for lnclualon ln t he 1!140 aMII&l Approprl-

Btlo11 11111. H 1t probable that thlo latter &80Wlt will be l ncreaaad b)' add 1· 

tloDAl 8ppropr1atlona wbl.ch will be required to take care of &D)' new procraa 

which &&1 be authorhl<l. 111 tbe ant 111aloa of Coar;re11. .t. 1-'7 of t he 

public hl&hwt~T procraa aa no• au.tborlatd h a ttached beHto • • lxhl.bl t I . 

J!ImlS Alii! Bt!"'l,S 

fl tb reapec t to rlnre &114 harbore lD pneral, tbe Concr .. e ... tbor­

COIIItn>etloD, repair and preeerraUon of public """'" on opecltlod 
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rlvera and harbors without tixi.De a 4et1111te l1aHat!on on t"- ..oUDt \o be 

expended on each rroJeot. &xpend1 turtle on ouch proJect. aro uauall7 Mila 

fro"' lwop WID approprle>Uono, Oceeolol>all7, however, Co"«"oo filcu t"­

mazliOUil &IIOUDt t o be ezpe.Dd.ed on a particular rher- and harbor project. It 

l o lepoaalbl a \o eatl .. ta t he total coat of .a117 riY&r and harbor proJeoto. 

l'or exuple, the d....Sg1ng or the 'Booton harbo r waa authorhed b7 tl>e .le t of 

)larch 2 , 1825, w1 t hout lbdtat1on aa to total coot, and t he dredl:1"4 baa bean 

60 l ng on eve r atnee . On thla proJect alone 13 mllllona of dollaro """ ex­

pended to June 30, 1937, and , aeoordl114 to t he flgurea ... ,baHted b7 ' "-

liar Deportllll!n t., t ha,.. will be ezpend.ed in the tuture about a alll1on dollare 

1\1\DUallT• !here are aaz17 proJeeto of olmllar character l nvo1Y1n& a rocarr111c 

annual charco acalnat t h e Bu~t without referonee \o a 11111 tatlon of ooot. 

'1'"- otat eMnt eubaltted by U.. •~ Departaant lbowe that a441t1oll&l ~ro­

prlatlono of $863,000.000 will ha requlr.d du ring t"- next fhe J'O&re \o 

tak~ care or oxpandituru on proJee to alro.ulT autho r1 .. 4 b7 Concrou. 

tM DJSIJO. UC• 

In .a117 other """"' of public -orlra ouch u, for e~e, &J'IIV' 

houol114, t"- Cont;reoo ftxao t"- ..rt.PIIII -=t 'Ob.leh ~ be axpandad on 

particular projaoto, 

mm to IIJILJ)PH 

In the oaae of pllbllo l:IQ1141JICO !!!ltddt t"- Dhtrlct of Ool-bla 

to be u.oad u ~oat O!tleeo, Cwrt Bouooa, llarlna Botpl tal!, offloa l:IQ1141ac-. 

'"tc • • tbe leere\&,r7 of t"- 'l'rot.hJ')' and t"- ~oallltttar Q .. anle JolallJ'e 

eu'tait to Congreao a Uot of ellpble proJt oto to be cift'A COD!l4trat1on. 

Thlo llat obon wHh r11pact to each project tba propoea4 llllltaUoa of coot. 

In appropriating .ona7 for tUCh oonotNOUon p~. howvar, tba Coacrt•• 
dou not apao.1t7 parUC'O.lar proJac tt la the autborialn& act bolt pro'tld!e 
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lwop-IIWI ~propr1atlou U..:relor alld ct.horhee the S.e:retar:r ol U•• !reae­

U'7 aa4 the Poet ... wr General to ed eot proJech lroa the d1ci'ble lht to 

the extent ol the 11PJ>l'Opr1atlone authorhe4 to 'be a-.de &Ta11a'ble. 

Ill tbe c ... ol pa'bUe 'bdl41Jice .1a the Dhtr1ct ol Colwob1a con-

25S 

etruote4 u:nd.er the euperT1e1oa ol the T:reaeuJT Depart .. Dt , eetleateo tor euch 

bu1141...- are eu'btdtte4 to the hnau ot the Bud.cet aD4 each appro•ed proJect 

1o epec1t1oall7 autbor1ae4 u:nd.er a Ua1tatloa ot coat ~Ted 'b)' the COI'\CJ'eU• 

Aecord1114 to the ttcur .. wba1tte4 'b)' Mr. Lee l!art1D ot the !'u'bllo 

lrorl<e llruch, Procure•nt Dtrletoa, the t o tal ooet ol prnJech UDder ooae tnr.o­

tton 11Jl4er \be preeeat 11PJ>l'OTe4 procraa -='- to •612,000,000. ~ Coacre .. 

bu ~ropr1ate4 .1569,000,000 ot thh &IIOWit 1eaT1DC oD17 .53,000,000 ,-.t to 

'be appropriated to oowr the COIIPletloa ol proJeoh under extettac Coacreutou 

aathor1aatlou. 

Mr. Martla ~ate \bet ooae14erat1oa a1cbt 'be chaD 4ur1114 the 

tteeal ,-.ar 1940 to aa anthor1aat1oa ol teo,ooo,ooo oowriDC a t_,.._.. per1o« 

tor ooaetJUCtloa gtli4.t the Dhtr1ot ol Colua'b1a, Ul4 that aD a441Uoaal 

$8),000,000-pi'Ocraa lllcbt 'be oou14ere4 l or proJeote .1a \be D1etr1ot ol Col•'bla 

co"r1DC a tt ... -JWar parte« wt.\ll \be b1Ua1 appropr1at1oa to '- ..a. -sl.­

a'b1e 1a eUber the !heal JW&r 19311 or \be thoal JW&r 1940. Kr. Kart1a 11M 

lht.4 \be eetW.W •'KP""' ftJ'ee UD4er the .,._.ate4 ..,. aa.tbor1aat1ou .. 
loUOftl Olltdde 

l!•"' l!M Ja I• c. P· A· l!!Al 

1NO " •6 ' lMl • 11 M 

1MII lD 11 • 
1M3 1a • 11 

1M<& 10 • u 
ltNII • - • 
1MII -L. -=- -L. 

liD liD l.OO 
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9D!! J'!DLIC !!!!II 
251 

!ben are etW otber pa~to worb u- llbtcb an 110\ lla.le4 1lliPCIII 

prior Co!!f:rndoDal -\horhaUoae lllat are diiFlT onaba Ue4 to Ule Co"C"n 

• • eotl-tee of approprtaUone ill \be - ~r .. aeU-tea a:re n•tt\e4 

for anT other eo•ern.ental act1Ylttee, In thte claee -.y be .. nttoced Be­

eluatloc proJecte (wttb eo .. exoeptlou), aDd ~1Dal t.proft .. nh to 

&atlonal parb and oa 1D41ac reaerYatlona, 

Pffi WtTIOI Pll!.!!ctSa--DMer tbl act of Coft«ftn e,ppro~ June 17, 11102 

(32 Stat, 388), t here ,..... eeta~tlbe4 ill tba 'I'~ a ~cial t'ucd laokl~a"'•---•a.a. 

aa tbe recl.-Uoc tw:od, I'IJII'IMntlJIC rwc.lph trc. tM eale or po'bltc 18D4e 

l c certain Statee acd Terrttortea to be ueed tor the co:os tncUon of lrrl-

satlon wona f o r tbe rec1-t1on of artd 1an41, PuriU8Dt to tbe ACt of 

Ju.'le 25 , 1910 (36 Stat, 835) , Ule Seoreta17 « the '1'reaou17 ad'nlnced to the 

recl....,.Uon fuD4 fro• the General PuDI! of t h !t Tre"eu17 $20, 000, 000 , 'the act 

or June 12 , 1917 (40 Stat, 14'.1), proYl4eo f or the reiob\lrlel:!ltnt of the aone7 

10 a4Yance4 tbrcush the tl'llnlfer o! U ,OOO, OOO &1\l'lUall.T fro.o tbe rec1-t1on 

f un4 to the General J'wld of t!le 'l'relliUl'7 be&iantnc Jul7 1, 1920, and coc-

tl cul no untll t'ull rehlburee.,.nt 11 IIOIIAe, hc:banlng w1 t.: .. t.>,e !heal 71ar 

1921 there h.tlo b een ret"..!.r:lecl. to the General Fw>d $l,OOO , 'Xl0 annually, aald~ 

a t otal of •10,000, 000 for the 10 7101'1 ended with t he !lecal year 1930, 'the 

Def1c1enc::r J.ot o! 7e'brual7 6, 1931 , proYlded tor a 1uapenaion of the annual 

P$7ment l tor a period of 2 7eara; the Act or April 1 , 1932, aa ~nded b7 

the Act of Karch 3, 1 933, and the A~t of June ~2. 1936, proYldea for exten11on 

!heal ,. .... beg1!>-.1n& Jul.T 1 , 1938. 

fhe Def1c1en~ J.ct 3p!)I'OYed Ilardi t, 1931, appropriated an 1!.441 tlonal 

or $5, 000, 000 tor acl.Y!!~cu to the rec l..,..Uon !UD4 fro• the General Fund. 

all of llb1ch aa adYancad bet-n .April 28, 1931, and IOYftlber 30, 1931, 
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'!'be f ollowtQC ata~at abo" u.. ataW. ot U.. aaCJaat .. ot 
Jwwt 30, 19371 

CblU"g .. r 
A.d. • a.ao.. froa t!le Oeaer&l JuD4t 

Onder act of Jun& 25, 1910 , • • • 
UDder act of l!orch •· 1931. • • •• 

•••••••••• 
•••••••••• 

total • • • • • • • • • • • • 
Lo• • ~~nt ot ~~•anoeel • • • • • • 

Uarelall•u•ad. 'bal..Dca • • • • • • 

1/ Inttall..Dentt fo r 19.11-37 ... epandad. , 

• • • • • • • • • 
•••••••• 

• • • • • • • • 

~.ooo,ooo 
5,000,000 

25, 000, 000 
10,000 ,000 

15,000,000 

Bated upon utleatea wlal.tted b7 t iM R&clA!!I&thn Serrl .. aA4 

the reclaaation tund for apee ifled proJecte . Gener &ll:r apeak~. Consre•• 
doe o not !l.x a lt::d tat1on of ooat !or t ach proJect bot doe a opeclt:r the 

amou.nt which ~ be currentl:r ~xpended on each project. 

I n t he caoo of the '!oulder ~n o>r:>Ject , the Cont;reu fixed 
the limitat ion of coot and aut~or1ze4 &d•ancea !roc L~ T~a~r:r t o DP@t 

' " e cost, whtch ad•anceo t\re to be ~1d o•er a period of 7"&rS fro: the 
&~lneo ~n t he proje c t, 

Under the preoent authorl aed pro0ram, t he Reelacatl~n S.r-.lce hot 
re ported proJect• 1n-.ol'P1D« &D ••t1aatt4 totAl o! $996,~~.000 acatna t 
11h l ::h $352, ?QO, ')(Y.) h.t> a been 8J>proprttlted , lea'PlD« $64'1 , 000 ,0?0 ea the 

1\dd 1 tloncl "l)proprla U ona whleh will be required to co=l'ltte proJaets under 

~h • p rog r""' nl reiUi;r authorised by Con«reu, 

ll.u' ION.U. PAR¥ SERVICE!-ThA public worn ot t~e !lationAl Park Sal"''ice 

e~:,.ht of r.a4e and traHa, ph7oieal lll}>roYeiOento , and p:>rlcwa.vo. llat ioncl 

proJ•c to c.re oonot ruc ted under agreeoonto with Statu ""'""b7 tht 

Federcl Go•ern:oent undort3lcu t h p cono tructioA ::nd main te.....,oe prod ded 
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t he Stateo tu.mlofi \be riph of "'lT a•el'aglng 100 aoreo to tbe atle. Tlnd, 

~here axil to a.n o'bl1t;aU on on the part of t he UD1 te4 Stateo to comple te t he 

cono truc\lon 1r t he requ1 red land 1o doMt ed t o the UD1 ted Statu, 'rbe 
' 

approYed projecto of the rational Part< Se:rYloe ...,...,t t o $89, 000, 000, of 

•b leb $38 ,~0,'JOO baYo l>o>on e!JPropri,.ted, lf'an n.s $!11 , 000, 000 7et to 'be app,_ 

p•lat e4 u."\der e x1at1nc ... thorisaUone, 

pm!AN SX!!VICI!-'l.'he Indian S.rnoe reporto .. t horhe4 proJec to 1-

volvlng n total coot of $?0, 000,000, ot whicb $29,000, 000 ~ 'been IIIPJ)ro­

prl:lted, leaYlllg $41,000, 000 7et to 'be appropr1.ate4 on the 'bull of t he total 
-; 

eot lmated cost, Theoe proJecto c~nolot of 1rl'lcat1on 171te .. , roedo, 'bridle•. 

TI!I!IUORT OJ •z•"tt-eonourren\ JleooluUon Wo. 24 of Aucu-•t 13, 193?, 

au thorlzeo the 4e•eloplll8nt or reoourceo of tbe 'rerrit0%7 of Al&tllta, 'rbe 

I nterio r Depnrt~eat baa not eotlaate4 tbe total coot ot \hlo proJect but 

adYheo tbat tbe expen41turM will run a'bout a 111111oa 4ollare a :rear f or 

a nwo'be r o f Teare, 

ST. KLIZt'BI'lBI S II!SPJftL!-S.ftral p roJeoto at the St. 111sa'betb•a 

Ho opltal bnw 'been ctborhe4 without a llllltaUon of coot , '!.'he e•U-te4 

coot or oucb proJech h U, ?00,000, of whlob teoo.ooo hal 'been appropriated, 

1!9l!l!!nu• ni?ncta-Tbe 'loBMnlle P roJect 1ft Oro!P)n 1114 hoblft&Wa 

lnwlYlag tbe conotzv.ctlon of truoatooloa llaeo _. ntborioed la hllllo 

J.ct :rr of the ?lith Ooacreu. The eotl,..te4 t o tal _, of n.ob project tou 

110t 'boen oulaltte4 "-' tbe btertor Depart-\ hal eoU-te4 that lt will 

opoDd at the rate of $2,?00,000 a :rear trw ll:st to lt42, lnolulw • .._ 

tho teo 
'beyond 1942 wro aot n~ ~--...... •:~t..o·~·.-•IL..-----..... 
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P!IBLJC Hl GI!IAII 

.l.uthorh : 91 ~~ ot .Tun• 16. 1936 
Apporttond 1n Deca• ber, 1936 (1938 procru ) • • • • • • • • • • • • S216.!5 11 
To be apportioned in Dtce•ber , 193? (1939 procr .. ) •••••• 216. Q 

total au.tbor l aat lona on book·• • • • • • • • • • • • • • • • • • . • • • • • . • • • • . . . . • • . . • $433. 0 w 

.lpproprla\t4 -
In Act o f J une 29 , 193? • •• • • • •.•.••••••••••.... o ••• o •• o. o •• o • • • • • • • • • • 24. 5 

Balance no\ yet nppropr iated .............. . 0 0 .................. . ... . 

To be approvrla\e4 -
In next 4atic lancy bi ll ( Dtceaber 1936 appor t ioa.an\) , , ,, S 2, 0 

to 1939 appropriat i on bill .. .. . . . . . .... . .... ... ..... . ... 28l.e 
Dtc .. ber 1936 apportlon.anto •••.•• $190. 0 
Dtc .. ber 193? apportion.aot o ••••• • 91.!5 

In 1940 appr opriation bill ( Dtc• ber 193? appor tio- n\ ) , Jl 126. 0 

be trptp4t4 -
Jo f l teal n&r •a41M J ppt 30 . 19M -

UDder Dec . 19~ &D4 prior appor\ionaen\a •• •• ••••••• • 
OD4tr Dec. 1916 appor\lon.ea\e •• • ••• • ••••• • ••• • •• ••• 

Jp fllptl ZIV tp4ly .lupt 30. 1939 -
uedtr D.c. 1911 appor\to ... ate • ••••••••• • •• •• ••••• • • 
Obd•r ~c. 1931 appor'lo ... a\e l/ . ....... ... . .. .. .. . 

1&?.0 
tl.A 

1?15.0 
11.1 

198. 15 

Ip (l•q•1 DK tplty Jp• 30. lHQ -
UBder n.c. 1117 appor,to ... a•• }/ • • •• • •• ••••••••• • . •• • •• •••••••••• ~.o 

1!10.0 

J'loa. \be forecot .. U .tll lie DOW Ula' \be W,.U for 1 .. u4 1940 

are a1raa47 -uw to •aJI)IP4uv .. • of tae~.o II 111114 t1•.o 11. n­
.,aotiftt,, .... r •tbort .. U•• !lniiiiT PNW _, Coacn"· -*1 .. a 
toW of .. 1.1. Blia .tUlle tvtMr l..,......-,. \be_, !XJnld 

1a 1MO ...... aa:t .. ,..., - .u.. ...... "' ea.,. ... 

AI !llh .t11 be taonua4 -,. _, .,,..,.taW 111114 .., laf ....,.,. 87 

- ,...,. •• u.ort ... .., Coa&Nt• tlal'liiC \be -· .... .s ... 
lJ .,,.,.... • 
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NOTE: 

October 28, 1937 

You we«eated that ;your a:peeeh llight couht of 

three parte: 

(l) Re&.aone wh;y tho budGet ahould be bal&nced; 

(2) How the budget e1111 be b&.l&.nced; 

26t 

(3) Considerations iDTal Ying the debt retirenont queation. 

Today 1 October 28th, HU,Jr t old Haas to 1nolude 
t h1a 1n the apeeah. 
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PRESENT: 

Dr. Viner 
J.lr , Rleftler 
Hr. Haas 
Llr. Taylor 
Mr. Gaston 
Mr. Seltzer 
l!r . Bartelt 
Mrs. Klotz 

October 28 

10 am 

Hli,Jr: The net amount we receive from Social 
Security, t axes and the States, is 1 billion. De­
ducting exPenses would lea ve us as the net amount we 
would receive froo those sources of 1 billion, against 
which we issue 2~ and 3~ oertiticates . However, the 
cash,we will spend ?00 million more cash this year 
than we t ake in, so we have a cash deficit of ?00 
millions . If we did not sterilize t he gold, we oould 
r etire 300 million dollars worth of public debt . Now, 
it has t aken me all this time to get it, but to put it 
i n t he language I understand and boil it down, t hat's 
what it is. 

Now, looking forward to next year , taking again 
Social Security receipts, they will be about l t billion 
and expenses , 250 million, in addition to that. We 
now have decided that any amount we get from any r evolv­
ing funds, net, should be s et aside f or debt retirement. 
That is, an organization 11ke Cocmod1ty Credi t should 
not draw on another revolving tund and we will go to 
Congress each year and ask them to make up the amount 
of i mpaired capi tal in an organization like Commodity 
Credit has obtained due to a f orm of subsidy in the Aot 
which -- in other words, make Commodity Credit or any­
thing else stand on its own feet; go to Congress and say 
we need 50 million or 100 million to make Commodity 
Credit good and t ha t would come out of the General Fund. 

So looking forward to next year, we would have 
this piot ure again. We would have 1 billi on dollars 
worth of money ooming into the Treasury, to be invested 
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in these special certificates plus any amount which 
would come in net from revolving funds . Again saying 
we don ' t have gold sterilization , again leaving that 
out, because it only c ontuses t he picture , if that was 
out and ~e hnd an exact amount ot taxes come in to 
exactly pay t or our total cash expenditures so t hat 
they bal anced , the question I am asking myself and I 
want to ask you people, in view of the f act t ha t the 
fiscal year 1936- 193? -- the d ifference between that 
and t he one we are in now, I have gained about 2 billion, 
we are 2 billions better oft t his fiscal year t han we 
were last-- again I am asking myself , should we at 
this tine in addition to taking t his Social Security 
money at t h is time and in addition to taking all net 
receipts from revolving funds, should we on top ot 
that set aside another 600 million to be obtained trom 
taxes to retire the debt? Now, there's the whole 
picture . Now, before I can make a speech, I have 
to settle t hat . 

Dr. Viner: This other 600 millions is sinking 
f und? 

HM.Jr: YeB. Have I put it very clearly? We 
have had some terrible tights here , but that's the 
picture . Have I stated it about right? 

Ur. Seltzer; Yes. There is t his: that what 
you r etire out of recoverables woul d be called sinking 
fund retireoents. 

ID1 ,Jr: 0 . K. A rose by any other name smells as 
sweet. But that ' s all right . 

Mr. Gaston: Yes, that ' s tru~. 

ID!,Jr: After all, my respons1b111ty is to recom­
mend to t he Presi dent what the top figure should be on 
spending and what amount should be for taxes. !low, 
how much he gives to the '3ar Departl:lent or the llavy, 
that's h1s Job and Bell' s; not mine. Attar we arrive 
at the top figure , t hat ' e my responsibility. 

Now, may I say, in helping you to make up your 
mind, because , 1n this room, I am a traid to mention 
it to t he President because it looks too good , in a 
sense -- as fa r as I am c oncerned , every ounce of 

-
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str engt h I have got w1ll be contin•e d to be used t owards 
curtailing unnecessary exp enses , because the way the 
figures look now we could fet along wit~ about 6 billi on 
660 worth of recei pts, i sn t that right? 

CX . Selt~er: Yes . 

Hl!fi'{r: We coul d g et along 
and I t nk tha t that' s high. 
a s much revenue as we have thie 
any more revenue . 

wi t h this year's taxes 
We could get along with 
yea r . We don't need 

Dr. Vi:1er: Allowing how much for steriliza tion? 

HU ,J r : This ia all ex- steri lization. The steril­
ization t hing simply clouds this t hing for ny thinking, 
but t he question is should we a t this stage go out and 
ask for anot her 600 ~llion from t he taxpayers. I am 
Ylilling to be cr oss- exam1ned by you fellows . 

!.!r. Rie!!'ler : How muoh d oes your receipt s esti mate 
allow for n drop in business? Where would you be 1t the 
business pi ct ur e for 1938 dropped? 

Mr. Hnas : The President eave you 6 billion 6 as 
t he necessary figure , but it hAppens to be the same 
fi gur e as our estimate for this fiscal year. 

HU ,Jr: No. The last estimate Haas gave me for ne~t 
year was 7 billi on. As a matter of fa ct , he gave me 
7 billion 100 somet hiT'.g , and llagill and I working on 
his pi cture has o. f igure in mind of between 7 billion 
and 7t . 

Dr. ~te : Shouldn ' t the determi ning factor be 
t he state of business? Could you go on record now as 
prophesying t he business level a year and a half from 
now? Would it no t be be~ter for you to so couch your 
speech s o as to ~te allowance for a given level;that 
you will adaQt t he s1tua~ion to that level? You can' t 
be o. prophet: No one here knows what the business level 
will be in 1938- 1939 . 

Hll ,J r: I think you are ~e tting away from t he point . 
After all, t he 5th of October Haas gave oe a figure , an 
estimate of 7 billion 172. 
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~r. Haas: I want to repeat very strongly that 
that was made in August and it was very tentative . 

HU,Jr: All right. This is the 5th anyway. 
I don 1 t want to get contused, because the business 
level - - this is the question, how much did Bell ' s 
figures total yesterday? 

Mr. Selt;er: 6 billion 775. 

HU ,Jr: Call it 6 bi llion 8 . 

l.lr . Selt;er: He can· take a c ouple of millions ott 
ot that . 

Ur. R1efler: Does that include statutory debt re­
tireoent? 

HU ,Jr: No. Does that i nclude expenses tor Social 
Secur1tyf 

f!.r . Seltzer: Yes. 

HM,Jr: The 250 m1111on? 

Ur. Seltzer: Yea. 

HU,Jr: We will take t hat ott. 

llr. Seltzer: That does not help you because you 
also take it ott receipts. 

HM.Jr : I want to take it ott. 

l~. Seltzer: And we haven't got Social Security 
expenses broken down the way it would help you r~r this 
purpose. 

HU,Jr: How much has he in there tor agriculture? 

Ur. Seltzer: Agriculture! 
culture. 

Hll , J r : Roads? 

600 million tor agri-

l..tr . Seltzer: Roads is split up all through hera in 
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publi c works, but I believe he has 255 mill i on f or 
public h1gh~aye . That ' s the figure he gave me orally. 

HU ,Jr: But if we set up th1e thing and eet Sooi al 
Security to one aide, we certainly would have to sub­
tract 250 m1ll1on if we are tal.lting about how much cash 
we raise t o put it on a cash basis because we deduct 
250 million from cash recei p t s. What ' s what I am t alk­
ing about. 

Hr. Selt zer: \'lell, suppose you figure i t this way . 
Bell figures 6 billion ??5 expenditures incl~ding non­
cash expenditures . Supposing we figure receipts of 
6 billion 650. Bell would knock off that 125 million 
easy enough eo t hat your receipts and expenditures on a 
budgetary basis would exactly cancel out . You would 
be exactly balanced without sinki ng fund. That would 
leave you a billion cash for debt retirement . 

IDl ,Jr: I suppose those figures a re cor rect . 

Dr. \fi1it e : There are two different aspects to this 
issue . One is monetar y and t he other is fiscal . The 
question as to how much taxes you wieh to collect and 
spend is fiscal . That you can decide abd take some 
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chance on envisacing what the s ituation will be. Any 
detercination of how much revenue you will get,how much 
you will spend -- you will have to modify it if conditi ons 
change , but that does not .affect t he question as to whether 
or not you utilize th1s billion in debt retirement -- how 
much t o utilize in debt ret i rement . 

Dr. Vi nor: I'Thb.t else could you do with .1 t? 

Dr. White: My point is whe ther you would use it 
as debt reti rement or run into a deficit . I n other 
words, whe t her you should regard t he necessity to in­
crease expenditures rathe r than-- let me pursue . that 
a moment . 

HL Jr: Please don't today. 
George fias not kept you posted. 
have an entirely different idea, 

Put it i n writ i ng. 
Write it. If you 

put it 1n writing. 

Dr. Vlhlte : I w111 do that because it bears out my 
point . 
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HM,Jr: I want to stick to this t hesis today. 

Dr. Wh1 te: l'lh1ch is? 

HM ,Jr : I gave it to you. 

Dr. White : Well, apparently I did not get it . 

~.Jr: I did it twice -- that the taxes we t ake 
in actuallY pay for our cash expenditures and t hat we 
raise enough taxes to pay for all our cash exoenditures , 
th~n anything we t ake i n from Social Security less run­
ning expenses , which would be l billion plus anyt hing 
we t ake i n from any revolving f unds , that t hose t wo 
sums go toward retiri ng an equal amount, dollar for 
dollar, of deb t in t he publi c hands . Now, is t hat 
plain? 

Dr. Whit e : It i s , but I don't see t he issue, be­
cause I don1 t see what you can do with money except 
r et ire debt or sp end i t . 

267 

1~ . Seltzer: Shall we re t ire 1 billion or l billion 6? 

Hl1,Jr: The President i s figuring - - t he way he t old 
it to Cabinet when he figured i t up -- every time he has 
t alked, he has always included 600 million additional for 
debt reti r eoent. Now what I a m t alking about , do we 
wa~t to tax people in addition to r a ise t~~t 600 million? 

Dr. White: And I oaintain that that deoends on the 
level of business activity and thAt is so~ thing I don't 
t hink any of us coul d foresee . Therefore, your st a tement 
should be couched i n such terms as to make possi ble an 
ad justment t o t he then pr evai l ing situati on. 

~Jr . Seltzer: But it has to be 
t o lay out a progr am for next year. 
change your pr ogr am. 

concrete. You have 
Later you may 

Dr. Viner: The program cot~d be l aid out as an 
economy budget pr ogr am with mor e debt l i quidation i f 
busi ness conditione Jus tify us. There is an alternative. 

Dr. White: You can say we are going to balance 
t he budget in what t he President call s a layman ' s s ense , 
what I call an economic sense . That ' s really balancing 
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the budget . It is too bad he terms it a layman' s budget. 

Dr . Viner: Or you can balance the budget and in 
addition carry out t he statutory requirements for liqui­
dation. Now I agree with Harry White that it will be 
a big achievement if you get the first step done . That 
ought to be the minimum. 

HJ.l ,Jr : \'/hat is' t he minimum? 

Dr. Viner: The layman's balance. 

Hr . Seltzer: Using Social Security to retire debt. 

~.Jr: You people all make this so com?l1cated. I 
made 1t simple in IllY own mind. I am going to stick to 
the proposition t hat I put. I have to make up my mind 
am I going to recommend to the President that we have t o 
r aise our tax figures. We have Congress meeting on No­
vember 4th, t he oomnittee , s hould we include another 600 
million or shouldn ' t we . 

Dr. Viner : Hr . Secretary, your estimates of tax 
recei pts for the fiscal year 1939 are going to depend 
very ~ch on what the level of business is . Therefore, 
you ought to estimate a minimum a mount on the assumption 
that business 1s not going to be very good in that fiscal 
year. That will be a layman' s budvet . But 1f business 
does recover quicker than some people think, then that 
will also g1 ve you statutory debt retirement . 

HM ,Jr: That's all very nice, but I still come baok 
to you \71th t he question I a m asking and no one has an­
swered it. Congress goes ahead a nd votes eo much money • •• 

Dr . Viner: Appropriates. 

Hll,Jr: Through appropriations . They ask us to make 
an eatioate. The President has to make an estimate 1n 
January, t~ budget c:easaee . Now the way it is always 
done, they build,block on block, total expenditures and 
Bell g ets final fi gures, which will figure at the present 
a total or 6 billion e. No\7 , let 1 o not talk lowest 
estimate anybody can make on busi ness, which it isn't. 
The question is what t he country can stand at this time. 
After Sell and t he President g et all through, let ' s scy 
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the total f igure t hey have, total expenditures , is 
6 billion 8 . What I am sayi ng, i s ot course we s hould 
raise 6 billion 8 i n t~es , but should we on top of that 
put another 600 million debt retirement? 

Dr. Viner: But i f the estinate of business is based 
on very bad business conditions, that's all you can esti­
mate . 

HM Jr: Let ' s say it i s based on t he very worst. I 
will t~e t he lowest figure t hat anybody in t his room 
will g ive us . 

Pr. Viner : Then I will say t.bat e-·w..tl1on 8 i s suf ­
ficient . 

HU,Jr: As a matter ot fact, since 
we have always figured our estimates 
lowest. 

I have been hers 
always taken t he 

!Jr. Seltzer: You are saying no more than has always 
been t he onse . Hellen r egularly underestimated recei pts 
and surplus revenue went for debt retirement . 

Dr. Viner: Yes, but a t the moment there 1s· a little 
di fferent situation in that the business situation is so 
uncertain that estimates are going to be more conjectural 
t han usual. 

Hll ,Jr: If t he Agricultural 
for agriculture , you have that . 
t hey a re g oing to spend it . 

Dr. Viner: Not necessarily. 

Committee votes l billion 
I f they vote the total 

Hli ,Jr: But excuse me, they have always spent more 
t han they have est• mated • . All right . You fellows-­
what I have got to do is stand before this countr y and 
come out and say t hat I don ' t believe we should put aside 
any money tor statut ory debt retirement . That ' s what I 
am asking you. 
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Dr. Vnite: At this time. I would eay t hat at this 
time t he conditions do not look cert a in ao tha t you f eel 
warranted in raising taxes for the pur pose of debt r etire­
ment. It is a deflationary move which is all right when 
business activity is reasonabl y hi gh, but if, as is possible, 
1938-1939 may be a bad year, t hen any such a ttempt only 
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accentuates it 'and you probably will change your mind 
someti me between then and now, i n which case your promise 
will have been of no avail . 

Hll,Jr: Will you answer me point blank , do you feel 
that at this stllbe of the game -- ten days off from next 
Tuesday the President of t he United States will send a 
meee~e to Congrese -- I should recommend to him that we 
shoul d not set aeide or try to raiee a ny money for debt 
retirement? · 

Dr. White: That ' e my feeli ng, 

Hl! ,Jr: Now •... 

Dr . rrhite : The way t he p i ctur e l ooks now, that ' s my 
reeling. 

H!.! ,Jr: \'That other thing have you in cind? 

Dr. ~te : J ust that -- that taxee should not be 
r a ieed for debt retirement . I did not know whether you 
wanted my opinion. I t hought you wanted reaeone pro and 
con. Therefore I had to put it on t he monetary basis 
because it relates to the broader pictur e of business 
activity, of contraction of purchae1ng poner, etc . , so 
I called it t he mone t ary aepect of the budget rather 
than purely fiscal aspect. The latter is what you have 
outlined for me, cash income and cash outgo. The other 
at this t i me I a m not i n sympathy. Had this been lae t 
spring I would have ea1d , yea; possibly core. The way 
the 9i cture looks now, I thinlt it woul d be a grave error 
to go on. It would be futile psychologica lly if you 
started it. 

HU,Jr: This particular audience are going to say -
I ge t up end say I ac opposed to raising new money !or 
statutory debt r etireme nt a t this time . , . 

t:r . Seltr.er: You don' t put it this way. No. You 
sa,} this. You say we have a ver y s trong tax structure. 
On any business conditione you ge t a lot or money for 
sinki ng fund and debt r e tirement. You don't believe 
you should add to t hat tax etr uct ur e . You B:M! consider­
ing very conservative t ax est i mates . If business is 
bet t er, fine! you will use t he surplue !or debt retire­
ment, but you are not going to t ake 1t out of the hide 
of business at this time. 
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Mr. Taylor: HowAver , you are going to do this: 
returns from recoverable assets you are going to utilize 
for debt r etirement . 

Ur. Haas: Yea. 

Mr. Taylor: That's a damned good point. 
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HM ,Jr: On the Social Security, you iesue, as far 
as the statement is concerned , as fa r as your bal ance 
sheet is conc erned , you si mply i ssue 1 billion in special 
Treasury.certificates. But I have t h is pi cture now. 
Nobody c~n dynamite it out of my head. 

Dr. Viner: You from now on hand to distingui sh 
between public debt and public debt in the hands of the 
public. 

HU Jr: I t has t aken me a week to get that and 
Walter tippmann has not got that. 

Mr . Rieffler: I would l i ke to r a ise one question 
of fact . 

Hll , J r : (Replying to Viner ' s statement) 
t he whole point. They keep talking Soci al 
I t 's a shift on our books from the hands of 
to the Treasury books . 

But that' s 
Securi t )l . 
the public 

Dr. Viner: But t hat ' s an important shift . 
not oerely a boo~~eeping practice. 

That's 

HM,Jr : We are taki ng 1 billion from the Stat es and 
Federal t axes and putting i t i nto the ha nds of bondholder •, 
holders of Government bonds . 

Dr. Vi ner: Economically, i t's Just like debt liqui­
dation. 

Ur-. Gaston: !.lay I cake a suggesti on , something to 
shoot at. That is this: that we hold the expendi turee , 
use every effort to hold expend1 tures to the level of t he 
current fiscal yea r receipts of 6 billion 650. Now if 
business in 1938 1s no bett er then 1n 1937, we should get 
approximately t hat revenue . 
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Dr . Viner: Oh, no! We ought to get more . 

ih•. Gaston: If busi ness in 1938 is not better than 
in l93a, I am l ooki ng for a drop baok t o t he 1936 level , 
then you ~ill have revenues t or your fiscal year 1939 
exactly equal or approXimately equal t o the revenues of 
1938, of 6 billion 650, and in that situati on ~th ex­
nenditures held down to 6 billion 650 you would have 
available your billi on and a billion only for retirement 
of debt in t he public hands. I f you es t abl i sh such a 
progr am, t he chances a re t hat t he i mprovement i n business 
will permit you to r eti r e a l arger amount of debt, but I 
don ' t think a l arger a~ount of r etirement s houl d be done 
unless you ge t an i mprovement in business above 193~-1937. 

Dr. Viner: That ' s all right, subJect to the figures ••• 

HU,Jr : We don't have these men very l ong. 
for a second hea r these fellows . 

Let's 

::r. Rief'flor: I oould like to ask a question. 
First , in t h is estimate of 250 million expenditures on 
t he Social Secur ity progr am. Does t hat t~ce -- what 
estimate does thot make of unemployment payments, if 
we have a bad year7 You will have this year withdrawals 
from those trust funds for unemployment i nsurance. Does 
t hat t ake it into account 7 

· •,.. , Sel t:r.er: Yea, a s ~ell as i t can be. We es­
ti~te in 1939 we w1ll get 725 million in unecployment 
trust fund reoe1pts. Thus far , payments out or the 
une mployment t rust fund have been nev l1gi bl e. !:ow next 
year we a re allowing ,! am doing this because t he re i s no 
data available, 221 millions of outgoing payments and 
you will still have better than one billion ava ilable 
and you would add t hat t o old age for debt ret irement. 

llr. Rieffler: Next, I agree with this statement 
1n general and the statement Herbert oade is about as 
it should be made . I should like to put a footnot e 
on Harry 7h1te ' s stateme nt about monetary aspec; s. At 
this t i me , r eti rement of debt ! roc public hands is not 
entirely deflati onary. It puts back that coney int~ 
t he capital oarkets and if you are trying to raise new 
canital , if t here 1s a s tringency 1n t he capital ma rket , 
t hi s is a machinery . Retirement of debt in the public 
hands i s not defla t i onary. I t might work another way. 
Dep ends on circumstances . I agr ee wi t h the pr ogram. 
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Hll ,Jr: Let ' s Just go ahead and hear what you 
have in your mind. 

Ur. R1e!tler: I would like to eay t o the public 
in your speech that you are estimating receipts on the 
basis o! business activity, very conservatively, as low 
as 1936 or possibly lower. That on that basis you 
have a picture in which receipts will cover expenditures 
and including the Social Security will provide tor some 
retirement o! debt !rom the public hands, which means 
that· • •. 

Dr. Viner: 1 billion. 

Mr. R1e!!ler: • •• which means that to the extent 
that the capital market has been put in difficulties 
during the past year by t he raising of Federal debt 
t hat will be alleviated. At that level you are not 
providing !or statutory debt retirement. That you do 
not bel~e that you should raise taxes to provi de tor 
such retirement . That if the level o! business activity 
is better than this conservative estimate , which it ought 
to be, you will have your full amount !or statutory debt 
retirement . 

Ur. Gas ton: That implies t here will be no change 
in t he overall t~~ estimate. 

HU,Jr: It I understand you, what you are saying 
is t ha t it we fi gure our tax revenue at a very, very 
conservative estimate, or building our tax revenues -­
that's what vte have to do because there will be so many 
changes, we build our tax structure at the most conserva­
tive estimate o! business, we will build it on such a 
basi s t hat t hat will produce enough revenue to pay tor 
t he total running expenses o! the Government • ••. 

Dr. Viner: It the business level is what it wae 
in 1936. 

RY ,Jr: Wait a minute. We will Just build the 
tax prop.ram on the basis --I wouldn 't use 1936. 

Dr. Viner: You have to use some baeis . 

HM,Jr: On a very conservat ive basis. I! we have 
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underesti mated , ~hen anything we ~et over and above would 
go to debt retirement , but we don t feel at this stage we 
should add another 600 million to this tax structure at 
this time. 

Hr. R1effler: On a conservative esti mate of revenues. 

HU ,Jr: I would' make it - -maybe explain a little 
how we arrived at it. 

Ur. Gaston: I would call it the minimum estimate. 

Hll , J r : I would explain, taking Federal Reserve figure~ 
put in four or five items th&t we ~ould put in. 

Dr . White: Except I don't think the Secretary could . 
prophecy a lower level even t hough he might feel that way . 
That ' s why I don't think he should name 1936. 

HM,J r : I wouldn ' t name it . 

Mr. Gaston : I would say even if • . • 

HU,Jr: Again I keep saying , what I am aski ng for, if 
I stand up and say no statutory debt retirement , you know 
what t hat means to some fellows . 

4r. R1effler: I would put in t he pi cture that even 
that does mean retireoent of debt from the hands of the 
public. I would make that very strong, that that still 
involves that picture. 

HU, Jr: ! :appreciate I am putting it up to you. 

Dr. Viner: I ha·re nothing more to say. 
I can t ell, we are all in agreement . 

As far as 

HU,Jr: Now I will give Harry a chance . 

Dr. Wblte: I am a minority of one , and I am satisfied. 

HIJ ,Jr: Nobody interr~.:pt hi m. 

Dr. White: I further feel that the situation is un­
certain an~ has possibilities so that you may not even 
wish to use a por tion of that billion, because t hough Win 
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(R1effler) is right in saying that it i ncreases the 
amount in the capital market and, therefore, may not 
be deflat ionary, that ' s true only when business condi­
tions are on the downgrade. When t hey are you can 
pile all the money in t he mar ket and it wonl t help. 
So I nould merely say I am satisfi ed with t hat. I per­
s onally woul d like to go along in that direction, but I 
a.m alone. 

ID.l,Jr: I am aski ng you what you think. 

Dr. White: I would somewhere in the speech, if 
t hat ' s what you are referring to, or in t he statement 
have a !)a r agl"aph ~h WO}Ild indicate that you are fully 
aware or cogni~ant or the !)os sibi l ity that if necessary 
you may have t o reduce t he acount of debt retirement 
even with res!)ect t o that billion. 

Dr. Viner: In other words, t ha t you may have to 
uee part of that b illion to meet current expenses or t he 
Government . 

Dr. Haas: Then it would n~ be balanced. 

Ur. Tayl or: I think it ' s a very unfortunate way of 
saylng it. 

Dr. Vi ner: That's the ~ay t hey will say it. 

Mr. Taylor: I think you have to be !)art i cularly 
ca reful you don't say i t that way. 

ID.! , Jr: That ' s an unbalanced budget . 

Dr. 17hlte : Except I don 't l i ke t he t erm unbalanced 
budget. 

Hll,Jr: But you are doi ng it on a basis. You are. 
You a re using t hese recei !)ts, you a r e &!)ending them Just 
the nay we are t his year . 

Dr. White: All right. I have a!)oken. 

HU,Jr: Wha~ I get from you, you are del i ghted t hat 
I a m going thi s f ar. 

Dr. White: That' s it . 
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HM,Jr: But you are f earful if business depression 
goes furtt.er , I will have t o use 

Dr. White: You will have to use • •• 

HH ,Jr: But why say it? There is nothing in the law 
that says I can' t . That's a blank check from Congre ss 
f or 1 billion dollars. How can I get up in front of 
Marvin Jones and pound the desk and say you can't do th1s 
i f I point t he way to a blank check for a billion dollars? 
Why show t hem t he way? I think t he position-- I am try­
ing to· make up my mind; I haven' t and I am not going to 
f or a couple of days -- shoul d I t ake the positi on of 
enough t akes t o pay fort cash expendi tures of the Govern­
me nt • • • 

Dr. Viner: I would like to say anot her word. I f 
you find yourself forced to invade the Social Security 
funds to meet the current expenses , that will be defla­
tionary. and not inflationary because again the pledge to 
bal ance t he budget has failed and unbalancing of the 
budget in 1936 has been deflati onary and not inflationary. 

Dr . White : There is a point of vi ew that is irrecon­
cilable here . 

HU ,Jr: I agree with J ake and t he thing I am so fear­
ful of, I can say it i n the room without bei ng quoted , I 
know that t he Pr esident will grab it because this makes 
his task 600, 000 , 000 ea s i er and he ' s g oing to take it, 
llke that! but I am willi ng t o recommend it publicly , and 
t hen if it is good , he can t ake i t . But t hat ' s what I 
arn of f ering. 

Mr. R1eff ler: One thing more . The Sooi a l Security 
Boa rd is planning exempti ons which wi ll pr act i cally wipe 
t hat out . 

!lr. Seltr.er: But th1s thing is against that . 

Dr. :Z.ru>.s : They are going to l:'et rid of t he reserves 
orobl eo by s pending the reserve . - But th1s checkoates 
t hat . 

!~ . P~effler : But you may have to hold th1s program 
or you are l ost . 

Hll,Jr~ Wayne, do you want to say something? 
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lw. TaYlor: I check lOOo%. There is one addi­
tional t hing , whloh is changing the way we kl!ep our 
books. 

Hl!,Jr: That 1 s the next thing I have here. This 
is Prof. Bartelt's suggestion. 

Ur. Selt~er: We haven ' t heard any explosions from 
Bartelt . 

Hll ,Jr: I told Bell fie should show it to Rimmelblau 
tomorrow. Dean Rimmelblau is coming and we will show 
this to hi m. If I can think at all, I am good because 
I happen to b e very sick. (Referring to tablel Where 
i9 Social Security? Does it appea r in this? 

:.:r. Sel t~er: I t is in there. 

Hl!,Jr: But where i9 the trust fund? 

l~r . Selt~er: That ' s the turst fund. It does not 
g et into the Budget, but there is some thi ng I want to 
mention . I think we ought to have a fourth section 
there tlmt shows cash chang es in the budget picture where 
you take i n not only operating exoenses and investment 
operations, old age reserve account, but take in all 
trust funds, so t hat people could readily see where we 
get all t ee money for re t ireoent of debt in the market. 

Dr. Viner: Xou mean cash aocountine. 

L!r . Seltzer: And you would a lso reflect building 
up in t he cash position too. Inoreaoe in the public 
debt is me rely duo to buildi ng up cash position. That's 
another phase and the budg et pi ctur e , that ought to be 
in t here. 

Dr. ~Aas: I t's a trusteeship . 

HU.Jr: Could you gentle~en do this for ce? Could 
you go 1nt o s ocebody' s roott and take a look at that 
statement and t hen as soon as press conference is over 
I would like to get on that thing again. And t hen you 
( V1 ner) are here fo r two days! 

Dr. Viner: As l ong as necessary. 
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Hll,Jr: And how about you (Rief l er)? 

Ur. P~effler: J us t for today. 

~.Jr: But ns far as you people i n t his room are 
concerned, if I could get something to show t he President 
~onday , it would be marvelous. 
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Hr . Sel tzer: lle can ge t something out by l.londay . 

Hll ,Jr: And i t gets down to clearing t he t hing. We 
have enough talent here . And t hen on. this thi ng , maybe 
you don ' t want to see me right afterwards , but I am going 
to go home a bout 11 o' clock. I ha~ a chance to r ead 
this thi s mo r n in' • lily tho.ucht in talking about economy, 
the tqo ill ustrations which are t he best to use i s agri­
cultur e and to ohow you, I ~ould like these gentle~n to 
t ake what Sart elt bas prepared , t he stuff he has g iven 
us , and where he begins to t alk about aut horization of 
aporo:pr !ations shows what we a re up aga i nst. He has done 
it very well and I don't know any one better t o explai n 
how dif ficult i t i s to do ~his thing and he buil ds up 
here t he pi ctur e i n agri culture . Well , t he Depar tment 
of Agr iculture for 1939 , i ncluding g ood roads , comes to 
1 billion 6. This is for next year, t he way t he pi cture 
looks now, and he ~~s built it up. 

Dr . Viner: I s that t he Depart ment of A£riculture or 
agr iculture . 

Hll ,Jr: Agri culture. And t akinr oubl1c works , he 
shows how we are co~tted t o pay to 1942 and no money 
to f inish tl:em. lly t hought is to use those two i llus­
trat i ons as devices Congr ess has used t o provi de money 
for agriculture . I t is unbelievable . He has it all 
down here , ha s done a beaut iful Job and I don't know 
how better to explain i t t han use agricul t ure and publi c 
works . As fa r as I am concer ned , if you f ellows could 
help me make up my m1nd - - here ' s a balance sheet plus 
600 milli ons and everything else around the shop is i n 
pretty good shape , but you see I am going to see the 
President with Bell on Sa turday. Befor e we get down 
to t alki ng about individual depar t ment s, I would l i ke 
t o have this picture . I know t he President . If I 
recommend t ha t we get 600 million for debt r etirement , 
the minute I menti on it I will naver be able t o unaell 
hi m on i t and I am the f ello" who will sell i t to t he 
President. 
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Hr. Rleffler: I wouldn't sell it to the President . 

KU Jr: Listen, he's a smart fe llow• He did not 
know wh:t we were working on. He said we needed t hree 
budgets , kept saying when a fellow borrows money for 
i mprovement, it i s ridiculous to charge that to yearly 
expenses , and he has been groping for this thing and has 
not got the answer and no one has been able to give it 
to him. I understand. Sooi al Security and once I give 
him t hat I will never,. never unsell him. I don't know 
how Danny Bell wi ll reel , but I think Danny Bell will be 
absolutel y opposed. But I am not feeling a t all well 
t oday. I heve nothing from 9 to 1 t omorrow. But I 
terribly woul d l i k e to get somethi ng on paper. Magill 
a nd I are leaving right a f ter lunch to see the Presi dent 
a nd Bell and I see him Saturday , and that's my schedule. 

Kr, Selzter: What do you want on paper , the speech 
or accounting? 
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HU.Jr: Accounting , and a statement from t hese gentle­
men how t he whol e t hing -- the whol e thing boiled down. 
I t r eally centers a l most on deb t retirement . Everything 
Plse , I would say , would center around that. Wouldn't 
you , Herbert? 

Mr. Gaston: Yes. 

HU .Jr : I f I cose out a nd say I don' t think we ought 
t o issue another 600, busi ness at this level can' t sta.nd 
it, I don't see why we don' t call a spade a spade, ~hy -­
t his is an intelligent audience -- why should somebody 
else read words into it? That ' s t he whole speech, the 
par t I sent Jake . And did you get one too? 

tlr . Rleffler: Yeo . 

HH,Jr: Tremendously important , that first half. 
Then, trom t hen on, how much do we need and then using 
a griculture and public wor ks to realize how difficult 
the thing is and how we have to untangle all these ei ght 
or t en ways of rai sing moneys, t hese devices, t h ese ways 
of r a i sing money . 

Firs t , the budget balance, and t hat i mplies holding 
expen1es to the level of 1938, and t hen go ahead and show 
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t he actual problems we face to do that, which is a 
r eal J ob. We are not going to hold taxes to business 
levels; business levels will decide what the taxes are . 

Mr. R1effler: I think I have a suggestion for pre­
sentation. Won1 t bother you wi t h it now. I think I 
can see how to do 1t . I had better work it out with 
the group. 

HM ,Jr: At 2 : 30 I have to meet with these people 
to get r eady for RFC. That will run until four. By 
that t i me if a nything ia left of me - - but between now 
ond four, I would like you to concentrate . I t isn't 
the speech. I t ' s eetting this policy. I want Harry 
to sit 1n as lon~ as he 's t he minori ty. Let h1m sit in. 
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October 28, 1937 

Present: 

Dr. Viner 
Dr. R1efler 
Dr. Haas 
l!r . Seltur 
Mr. Gaston 
Ur . Bartelt 
l!rs . Klotz 

4 p . m. 

Hl! , Jr: Haae, you are in charge or the wreclt1ng 
crew. Who oomee tiret. 

l!r. Haas: I understand Herbert has a suggestion 
which he his put down in writing and Win (Mr. R1etler) 
bas another one which he did not have time to put in 
writing. It's rnther simple. 

llr. R1etler: I can give it to you. I t 's what I 
spoke to you about this morning. I suggest you do not 
change t he tiret part or your speech or give up a run 
and complete balancing or the budget including sinking 
tund at all ae the objecti ve. 

Now, that epeech is written in terms -- t hat first 
part - - i n t erme or the level or busine ss activity dur­
ing the past year and your revenues on the basis or 
that level or business activity would be in the nature 
or over 7 billion and would give you the revenue tor 
administrative expenses and provide tor your tull So­
cial Security reserves and to provide tor your sinking 
rund, and I would go right straight through on that 
level or presentation. Then, when you are finished, 
you could t ake up the tact that revenues do fluctuate 
with busineee and you can point out that the period 
rrom ~h1ch these revenues will be collected ie a year 
or so rrom now when, even it we had a reoeseion, busi­
ness would probably be up t o 1937 levels, but you can 
say that it those revenues are lower because or buai­
nees fluctuation you can eay receipts will still be 
enough to cover all oash expenditures and t o cover the 
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Social Security reserves and, t herefore, result in 
retirement or debt in the hands or t he public even 
t hough they ntay not be up to 7 billion necessary to 
cover t he sinking fund. You can f ollow t hat by point­
i ng out that 1! business is higher than laat year, rev­
enues Ifill be large e nough to provide tor sl.nltlng rund 
and additional debt retirement over that. 

said 
Mr. Seltzer: Another way or putting what Win Just 
•• •• 

HH,Jr: It 1 s not very convincing to me. 

Mr. Rietler: I think it 1a what you are saying in 
your speech as written today. 

HU,Jr: Let me be the audience. What I get out or 
this le Uorgenthau makes a strong plea to balance t he 
budget, t hen he comes along and says that ' s a l l tine aa 
l ong as business doee not get any worse. I am inter­
polati ng now, be~auae it business does not get any worse 
than it is , t han the revenues are set up on a basis where 
they wi ll produce about 7 billion, which is ample. 

lir. R1etler: No, you will st i ll have expenditures. 

lllf , Jr: Which 1e ample to take care or t he proposed 
expendi tures, which would be around 6 billi on 8, it we 
reduce it to that figure. I r, however, business gets 
worse we are going to k eep the tax r ate Just as it is 
now and l t may only produce 6 billion . 

Ur. Riefler: 6t· 
Hli .Jr: 61' , which would no: balance t he budget and , 

therefore, after ntaking this very, very strong plea and 
bringi ng t ears to my eyes why it ie eo nbcessary to bal­
ance the budget , Ur . llorgenthau says that 1t buslness 
gets worse t he budget won't be balanced and we will con­
tinue to have a deficit. 

fir . Seltzer: That 1 s one interpretat1on. 

HM Jr: Now, walt a minute. I woul d say, Oh, my 
heavens! What a t lat tire t hat fft llow is! I r eally 

282. 

Regraded Unclassified



- 3 -

for a mooent thought he meant what he eaid, but if 

busn ess gets worse , and I guess he t hinks it is go­

ing to get worse , we are Just goi ng t o haw another 

cash deficit ! 

!~ . Vi ner: Not worse than it is now. 

HU,Jr: Just the two of us , Riefler and !1\YBelf. 

Then I will take you on, if I have the strength. 

llr. R1efler: George knows better than I do how 

revenue estimates will run, but I would i magi ne that 

when you come to estimate revenues for 1939 you will 

forecast a very severe depression or recession, start ing 

laot month , and would still get this level of revenues 
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for fiscal 1939 , I should i ra gine, because you have got - ­

that ' s quite a way away - - and you would have time f or 

t he recession to get over and recovery. I f you are go­

i ng to esti mate revenues below, then you are forecast i ng 

a pre tty severe depression, which I don't think you will 

at this time. It seems to me your whole speech i s made 

on t he f orecast that the immediate business problem is a 

recession and not a depressi on. 

fill ,Jr: When I wrote that t hing I was writing with 

all s i ncerity and with sufficient fortitude and guts 

t hat I was willing to burn all my bri dges and say we 

must not only balance the budget , but n e musthave 600 

mil lion over and above . 

Dr. Viner: What ' s that for? 

HM,Jr: Statutory debt retirement. 

Dr. Viner: He ' s inol~ding that. 

Hll Jr: No. Let me Just finish my sentence. I 

wrote t~t balanced budget plus 600 milli on for statutory 

debt retirement. Now, the proposition I put up to you 

this morning , i n vie" of what has happened , without g o­

i ng into a long technical e~lanation, should I adjust 

myself to t he posit ion which I si mply a m going to fi ght, 

not in the trenches of debt retire•aent, but in the 

trenches of a cash balance , but t hen be so forceful and 

so de t ermined t hat no matter "hat happens that we must 

balance it on a cash basis and if business does fall back , 

no matter how muoh i t falls off , I will insist that auf-
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f1c1Pnt revenuea be raised to balance !t on a caeh 

basis . Now, my firat line trench waa cash balance 

pl us 600 million. Now I go back to what I sny in 

my opening sentence , ahould my aecond line trench be 

a cash balance and no 600 million or ahould I -- I 

believe what I am saying , I had better not say any­

t hing because if I begin to qualif y it I can hear the 

catcAlls. I go back t o my orig i nal t hing of t hi s 

morning: ahould I r etreat from the f irst l ine, which 

wa s a cash balance plus 600 million, or to my seoond 

l i ne trench, which !a cash balance and no 600 mi llion. 

Uy third line is I will balance it by using Social 

Securi ty money. But whatever I do , I ought to be 

sur e a bout it, of c.y facta and if I eo sure, Just re­

member thi s t hing : t his fellow has made a f ine state­

cent 11hich !a very true . One of the contri buting 

factors to t his thin& is t hat nobody has made a state­

ment about a balanced budget whi ch has convinced t hem. 

I get up, who onl y talk once a· year or once i n fifteen 

months , and t hen qualify i t . I would be terribly 

scared. I appr eci ate what your motive is . You are 

trying to make it so that if in case the t hi ng goes 

wor se, HU,Jr i s not made a goat . 

Ur. R!efler : No. I am tryinc t o do t he same thing 

you a re. I t depends on your estimate of revenues . 

!U!,Jr : Vlell , we can have ilagill come in on that . 

Here we g o on the f ac t a. If I make a statement I have 

to make a stand . 

Ur, R!efler: You have t o make a stand and not give 

in one bit . 

ffi! ,Jr: Whe n I li sten to you , what I got t hi s morning, 

if business is good,on the basis we set up we wi l l have 

enough money for cash balance plus 600 million; if not 

so r ood , we a r e i n t he mi ddle, a nd if !t goes worse we 

will have t o f a ll back on Social Secu rity . 

Dr . Vi ner : No. I don 1 t think that i s cor rec t • 

a r e sa)~ng bala nced budget i n a different sense -­

t hought we were in agreement, and that i s that t he 

i mum poc ition is cash balance; 1! business i s bad 

You 
I 
min-

HU,Jr: Let ' s also call !t mi ddle posi t ion aa between 

284 

Regraded Unclassified



-5-

the two. 

Dr. Viner: That' s the minimum. 

HH,Jr: I did not get that. 

Dr. Viner: The middle is balanced budget in the 
Bur eau of the Budge t sense, in a legal senee, in the 
congressional sense of including si nking fund. 

HM,Jr: It's moat important if tha t is the irreduc­
i ble sense in your mind. 

Dr. Viner: Oh, yee . 

HY,Jr: I did not 
.. e •ould drop back and 
4o you want me to say? 
I am going to fight? 

get t hat . If things got worse 
use Soci al Security money. What 

~nat is my last trench where 

~~ . Riefler: You are going to fi ght for a level 
of cash expenditures which may be less than 6,650, but 
you are goi ng to fight for a level of cash expenditures 

that will g i ve you , even if business is very much worse 
than you are forecasting, your revenues will still cover 
them and retire debt from the hands of t he public through 
Social Securi t y. 

HH,Jr: To put it my way, we will t ake in enough oaeh 
t o pay for our cash obligations. 

Mr. Riefler: And aleo buy Governments that are out. 

Dr. Vi ner: From Social Security. 

HU ,Jr: To the full amount . 

Dr. Viner: Of Social Security. 

Yr. R1ef1 10r: That if busineea is lfbat you a r e f ore­
casting, it will give you full statutory debt retirement 
in add1 tion. 

HM,Jr: That's all right. 

Mr. R1efler: That 1f bustnesa is better tha.n you 
forecas t, it will give you more t han t he statutory debt 
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r etirement. 

HM1Jr: You di d not have t ime to put that down in 

writing 

~r . Riefler: No, I did not. 

IW,Jr: Vlhen do you have to be back in New York? 

Mr . Riefler : A 11 depends . 
tomorrow noon. Two o ' clock . 

I have to be in Newark 

Hl.t ,Jr: What time doea that pl ane leave to get to 

Ne~tark at 12 o'clock? 

llr. ?.iefler: I don ' t know. I i magi ne 12 o' clock. 

IDI,Jr: Because I would like to do is to give you a 

stenosrapher and let you g o into the room by yourself and 

dictate this. I would l i ke to get it direct from the 

horse' s couth. 

~r. Selt zer: Another way of putting what Win says 

is you are a sking them to reduce exoenditurea by 700 

milli ons i n 1939 as compared to t hi s year. That' s all 

1t is. You say if t hey do that , then you are bound to 

balance t he bu~get regardless of business conditions and 

if business is as good as it bas been i n 1937 you will 

also meet your statutory debt require~snts . The essen­

tia l t hing is to reduce expenditures by 700 mill ions. 

Mr. Haas: Where do you get 700 millions? 

Ur. Gaston: Present defi cit this current year. 

Hll . Jr: What I am supposed to ge t up and s ay i s this: 

t hat i! we take the worst eetinate t hat we can make from 

all t he bluest people we can get hold of, we feel t hat our 

estimates would produce enough to make up this 700 million 

defioi t. 

Dr . Vi ner: If the expenditures are kept down to 

some specified level. 

HU, J r : You realize what that level would be? 700 

milli on from 6,650. 
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Mr. Seltzer: No. It ' s from 7 billion 3, this year, 
to 6 billion 6. Bell now has a figure of 6 billion 8 
and he says he knows he could knock off a couple of million. 

HU,Jr: What I would like to do is go through with 
it and not have the President hedge. He has been saying 
he's going ahead ~ith a f ull balanced budget and if he 
hed&es on t hat, it would be terrible. 

l!r . RietJer: This i s putting it defini tely. This 
is saying that Henry Morgenthau for the next year pins 
his flag to a reduction of 700 millions in expenditures 
and no increase in tax rates on t he aggregate and then he 
says that will produce the following situation. 

Hr. Gaston: That's substantially what I have written 
out here. 

H~.Jr: The thing I try to do in this room is not to 
kid anybody - - much! -- but the s tatement you made about 
the President givi ng up, then I, as the President's mouth­
piece certainl y give up publicly . What I am willing to 
do from a monetary and economic standpoint , if that ' s the 
right t hing to do I am willing to do it. Then lf 1t goes 
wrong, all right. But I am willing to do it 1f you think 
it ' s in the best interests of t he countr y. 

Ur. Riefler: If you say the level of production is 
going to be 56, of course you are not going through with 
statutory debt retirement . It deoends entirely on your 
forecast . None of us can advise you to pin your flag 
to balanced budget with statutorY debt retirement with a 
l evel of 50 or 60. We Just could not possibly say that 
that could be done. The whole question is, What is this 
buai ness situation? Now , what I a m advocating is that, 
therefore , you take t he t hing over into an expend iture 
level and a tax burden level , which , of course, will pro­
duce results comparable wi th business and I think you 
can state that in such a way ••.• 

HM,Jr: Are you terribly tired? 

Ur . R1efler: I am tired. 

HU,Jr: Would you want to do it this morning? 

J.!r. R1efler: No, I would r ather work on it tonight. 
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HM,Jr: Before we get the t hing done is thero 
anybody who is not in agreement that that l s the stand 
I should t ake . 

Dr. White : Would you mind repating it once ~ore 
to make sure I understand? 

~. R1efler: Let's see. Well , you can take your 
stand on a budget which is balanced in t he sense or 
covering a f ull balanced outlay, expenditure outlay, 
sinking fund, and Social Security retirement on the 
basis of no increase or taxation burdens, taxat i on 
rates, and a level or busi ness approximately that of 
t he calendar year 1937. 

Dr. Viner: I would not necessarily support those 
fi gures, although I would support them. It seems to 
be t he :nost reasonable one . But there is no other way 
a Finance lli niater can forecast a balanced budget unless 
he says he is goi ng to keep t he tax levying authoriti•s 
in session all the time and the minute revenues slump 
below t he estimat e he is going to slap on some taxes that 
produce reaulto immediately. Nobody can e stimate on 
that basis. You can'tgive them a tight guarantee that 
your est imateo will ••ork you. The worst thing you 
would f all from is the level which in a sense balances 
the budget, and if business is better than as estimated 
it will do more than s t atutory balancing and I would say 
that's a big pro:n1se. I would s~ your obligation after 
you make that stat ement, assucing it be confirmed by the 
President, t~~t if bus1ness does slump worse than we ex­
pect that you will scruti nize expenditures, put the brakes 
on them more drastically than contemplated and increase 
revenue if that is feasible, but then notice that f a ilure 
to achieve your end is failure in the sense that your pro­
gram was unreaoonable when you made it or that you failed 
in reasonable efforts to attain it. You can' t both give 
them a good program ~~d g ive them a guarantee that re­
gardless or what happens it can be carried out and only 
unreasonable oersons would expect t hat of you. All t hey 
can expect is· a good program and honest efforts to obtain 
it in t he light or circumstances existi ng. 

HM .J~ : As I see t he t hing that I want to do in 
t his approach, I want to make the statemp~,t Just as 
frank, open and clear as possible, so there can't be 
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anybody that can read into it a hedge. And I think 
from my standpoi nt, it seems to me in view of what ~s 
happened, that what we are talklng about here, I have 
about made up my mind that that 111 the fos1 t1on we will 
t ake. Once having made up my Clind, it s easier to put 
it -- certainly enough people can use the English lang­
uage to put it into words, but that does not prevent ue 
from painting t he picture -- for inst ance, using agri­
culture as a whole and public works, the mess we are in 
in t hose things; ho~ difficult i t is to cut it, and 
ho" i mportant it ls to watch every dollar and bring all 
t hose things into the open. Thatpicture ought to be 
painted. 

l!r . Rierler: Yes. 

~. Seltzer: You non't have room to do it except 
in broad out1i nes. 

Hli, Jr: That's all right, but it must be done in 
t he speech. The f i rst section, why t he budget should 
be balanced and , second, t hen how are we goi ng to do it 
and whet are the difficulties in doing it and t hen some­
where in ·that would be, third, a talk about debt retire­
ment. 

Mr. Seltzer: But t o g et all those t hings covered 
you have to give up a lot ot detail. 

RU,Jr: I am more than willi ng, because here's the 
point : lf I lay down a principle and t he Presi dent will 
accept, I am trying to think through with the help ot you 
gentlemen, what s hould be the policy of t he United States, 
fiscal and monetary beginning July 11 That ' s what we 
a re talking about . I f I can think lt through and be 
satisfied and sell it to hlm -- we have 3,000 words. There 
are plenty ot people we can turn this material over t o. 
There are a dozen soeeohes in it. Plenty or sturr that 
can be handed out to congressmen and senators and leaders 
of t he party, university people, who can use this material 
once we have it or we could put in appendices. I take it 
t his society uo there would be more than pleased to have 
appendices attached to this speech and give it to the 
members, and so forth. 

Dr. Viner: Oh, yes. 
and no limitation •.••• 

They publish t he proceedings 
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Hw Jr: So they wi l l be more than pleased t o have 
Bartelt l s report on agriculture showing where we got 
these figures and all that stuff. But to get back to 
t he principle . 

29C 

Dr. Vi ner: I would stress one idea on the exoend1-
tures side, that that is the phase of it that is strictly 
under control . That ' s the only place you can be sure 
and truly make estimates and if you are dete~tned to 
carry through your aims you can be sure because revenues 
depend on uncert aint ies . · 

HM,Jr : As to the mechanics, you all like prett y 
much the first pa.rt, don't you? 

Dr. Viner: I handed my verbal orticisms to George. 

Ur. R1sffler: Jake and mine are together. 

Hll ,Jr: Did anybody look up the part Taylor obJected 
to, the reference to the war? 

t~. Haas: I had Ui s s Diamond look that up and she 
did not find any place where the anal<'gy of we.r was used. 
In several oases the President and others used fi ght, 
which is a different thing, and on the Republican side 
t he word fight was used , but the war analogy was not 
used. 

Dr . Vi ner: It seems to me when the legal question 
of what is an emergency came up, the analogy was used. 

Dr. White: It was used once. 

Ur. R1effler: Al Smith used it when he advocated 
e. 5 billions work program. 

Dr. Haas: She went back to the campaigns of 1931 
and 1936. 

Dr. Viner : What if it was used before? 

HM .Jr: Maybe we can crib from Al. When I talk I 
have the greatest difficulty in not using the same method 
of aooenting as he does. 
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Mr. Seltzer: If you were able to postpone your 
meeting with us until after luncheon you mi ght get some 
drafts. 

Hll,Jr: Here's my progr am. We are due at Hyde Park 
t onorrow at five . I have nothing on for tot:torrow f ore­
noon, but I don't want to work with people who are not 
ready. I had hoped to show t he President something on 
llonday, but I t hink he would see me Tuesday morning. 
I would much r ather, if you are not going to be r eady, 
to s t ay here and work out as much ae you oan and some 
of you come up to the Farm and give this thing to me 
Monday and I ~ill take it to the President Tuesday morning. 
Think that over. I don't i magine we can do much drafting. 
I sn ' t this t hing taking pretty good form as to what our 
objectives are? 

l.!r . Haas: Yes, and I think 1t will clear up a good 
deal if you bad a draft . 

HM,Jr: All right . Let' s say t his, Riefler is going 
to do this one particular t hing , whic h is hi~ Boy Scout 
deed tor t he day. What are you going to do, J ake? 

Dr. Viner: I would like to see the second part, 
even raw material. If you like , I will also try my hand 
on handli ng these three levels or business. 

HM,Jr: l'fhen and where do you want to do that? 

Dr . Viner: I will do i t toni ght. I haven't anything 
eloe t o do. 

Hll,Jr : Then t he t hing gets down to this: why not 
l et's meet i n the office tomorrow mor ning a t 9: 30 a t which 
time ••• . 

Dr. Viner: Could we make it at ten so we can get it 
typed 

HU,Jr: Not necessary. Let socebody stop at t he 
hotel i n t he mor ning, pick i t up and bring it 1n to t ype. 
You fellows ere pretty well tuckered out. I am not going 
to press you. Bring this i n and we can go over thie 
thing tomorrow mornlr~ and see wher e we are at. What 
do you t hink , Herbert , a s to t he ~ay we are handling it? 
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!.!r. Gaston: I think that 1 s all right . I want to 
say , George mentioned that I wrote my i dea of thi s thing 
which is substantially the general scheme . Will you 
r ead it now? 

Dr. Viner: I had planned t o use that if I were 
drafting one . 

l!r . Gaston: It will t ake about five minutes . This 
ls not a finished draft . I wrote it hurriedly after 
leaving t he meeti ng this morning . 

(Read draft . ) 

You see , what I am saying is hold expendi t ures down 
to 6 billion 650 and use all of t he surplus4l~ t hat 
r.h1ch l?e expect for debt retirement. 

The one t hing -- I don ' t want to a rgue-- I don't 
like, t hat phra se t hat we are not spending Social Security 
t~~ea . I don't agree with t hat , but! think ~hen we go 
out and buy a billion dollars of Governnent bonds, i f that 
is no t spendir~ , what is it? l~y not be spending for 
public works , but it' s spending . 

llr . Gaston: I do say it goes into t he capi tal markets . 

HU ,Jr: But I woul dn't , as Secretary of the Treasury, 
say VIS a r e not ep endi ng it . We are . We are buying a 
billi on dollars of Governments . I a m perfectly willing 
t o say where it goes. We are taking it out of the payr olls 
and put ting it in the hands of the bon~~oldere , but the fact 
re~ains it is going out of our pocket . That 's t he only 
argument . Then the thought t hat ! am taking a billi on 
dollnrs away from factories and Ylorkers and locking it up 
is not so. We a re turning around and spending i t . The 
bondholders who ge t one billion dollars wort h of cash are 
going to do s omething with t hat cash. 

l!r . Gaston: I say you a re taki ng i t fro::~ t axpayers 
and giving it to investors. 

HM. J r : That ' s all right . 

Ur. Haas : There is an important point t hat the press 
has taken up, t he i nference that the people who are bene­
fic iari es under t he pension plan would ba better off if 
we locked up the cash, t he dr llar billa , than they are on 
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t he present baeie. What you are doing, instead of 
keeping the oaeh, which would be a toolieh thing to 
do, you transfer thi! oaeh into Government obligations 
and guarantee them ~ earnir.ga on that, which ie , •• 

Dr. Wh1 t..e: Instead of using the word 1 spending ' 
use 1 inveating ' . 

RM,Jr: That's all right, but I also don't want 
to get the thought over that we are not using it, not 
putting it to uae. 

Dr. Viner: We are not impounding the tunds. 

~.Jr: That's a good start. 
night? 

Who want a that to-

t~. Seltzer: Viner wants it . 

Dr. Viner: Yea, 'I certainly dol 

HM.Jr: We will meet tomorrow at 9: 30 and we will 
see what the professors have. 

293 

Now, the only other t hing-- I don't think the de­
cision has to be made today, or between now and November 
lOth -- what we are going to do with t he Treasury daily 
balance sheet. I think that' a soeth1ng that can go 
over until after the lOth because I could not take you(Bartelt) 
or Bell on. I am Just too weak. 

Dr. Viner: We tried to wear him (Bartelt) down tor 
you this mornin&• 

HM,Jr: Well, I will give you another two weeks, but 
I don1t think it's part of the speech. I got that idea 
during the noon hour . 

Mr •• Bartelt: I don't think we ought to go into it 
hastily. I want to give you a pretty good picture. 

Hli,Jr: I n a tu~ing it, it hae brought out what I 
wanted. It served as an educational docucent tor me . 
It I had to make up my mind, I would change it, but I am 
willing -- Bell is tired, and I wouldn ' t want to do any­
thing like that without he 's being more than satisfied, 
so I won't rush anybody to a decision. 
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Ur. Seltzer: It would also be well to get some good 
outside aooount ants. 

HM.Jr: One coming tomorrow. What are we going to 
do with him? He ca n sit in here and listen. Ir I s ay 
it is confidential , he will keep it, won't he? 

Or. Viner: Absolutely. 
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Present: 

Ur. Taylor 
l.!r. Gaston 
l.!r . Rieffler 
Dr: Viner 
Dr. Haas 
Llr . Salt zer 
Dr. Wh1 te 
Ur. Bartelt 
L:r. Upham 
Nr. Bell 

October 29, 19~7 

9: ~0 am 

HU,Jr: (To L~. Kieley) I am expecting Dean 
Himcelblau of Northwestern Univeraity . If he comes, 
till you let me know. 
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Does Riefler come before Viner? 
to see who goes first . 

~tch him, Jake, 

Dr. Viner: I lose. 

HU,Jr: rrell, I will do it this way. 
want ? Heads or tails? 

Which do you 

Dr. Viner: Baade I win, tnlle he loses. So Riefler 
wins. 

Dr. Rieffler: I tried to do eocethlng on the 
s peech, the tirst part which gives reasons for balancing 
t he budget in the fiscal yMr 19~9 . 

HU~Jr : I will want a confidential copy ot that to 
go to • Bell, Haas , and I want ona. 

Mr. Rieffler: (Reading) "Now exactly what does 
t his statement ot public policy imply? " • •• . (Full 
text is attached hereto . )~~ 

t · .. 
IW.Jr: I thinlt when you ooneidar the time, I think 

t hat 's an admirable paper. I think it is goi ng to be 
most helpful and I am very appreciative. It's a summa­
tion ot what we were talking about and 1 t' e a beautiful 
Job. 
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HU,Jr: I wi sh Himmelblau wer e here. 

t~. Bell : With a f ew minor correct ions, Win 
R~eftle:t• 1 s statement i 8 swell and I think Vi ner has 

s ome language that eight well be i ncorporated. 

Hr . Taylor: They fit together . 

HU,Jr: Why not give Bell a copy? 

l!r . Bell: The corrections I have in mind are minor. 
I don' t thi nk you can speak of 6 bi llion 8 as t ax r evenue ; 

you can call i t revenue , but not tax revenue. 

Dr. Viner: Say revenue rscei pto . 

Ur. Bell : That ' s r i ght, or Just recei pts. 

l.!r . R1effler: This i s j ust a aerie s of guesses . 

Bell : 

HH,Jr: 
t h1rw,e that 
language? 

I t hink it's a swell approach. 

Let me take i t . Let me read lt. Those 
you (Bell) are talking a bout a r e technical 

1~. B~ll : Yes , that ' s r i ght . I think it's a swell 

approach to t ake this nroblem, as I understand it, to do 
it on the debt rather than t he budget, which is e xact ly 

where i t belongs . 

HM ,Jr: It does not take me ten m1nutes to do this 
t hing and lf you (Rleffler ) leave t his room at 10:35 , 

you can do i t, allowi ng ten minutes extra. You people 
l i sten and then you have the whole thing. 

(Read pages 12 , 13, 14 , 16, 16, 17 and t hrough 
s econd parll8raph on page 18 , of the draf t attached. ) 

M:·. Bell : Very g ood. I have a few questions. 
Can' t go back over them. I t hink you say two or three 
places where t he situation is changed. I wouldn't say 
it so many times. Anot he r nlace , I think you make 
r a ther posi tive statements t hat you mi ght want to qualif y. 

HM J r : I Just wanted you t o get the phil osophy which 

I am witling to say i 8 ~ philosophy as to why we should 
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Dr. Viner: He worked all night. 

Dr . Rieffler: Until t~e o'clock. 

Hli ,Jr: What would you people 11ke tci do? Discuss 
th~s or hear Viner ' s and discuss both? 

Dr. White: Hear Viner ' s . 

Dr . Viner: I ~id not stay up unt~l t hree o' cl ock 
so mi r.e is short . 

(Dr. Vi ner read hls memorandum, copy attached. ) 

H:! • Jr: I t hlnk you have covered it extrenBlY well, 
too. 

Dr . Vi ner: I hs.ven ' t touched the question of ex­
penditures at all . 

ffii ,Jr : You mean t he oart about agr iculture a nd 
pub11o work s? 

Dr . · Viner: Yes, and I di d not say anything at all 
about Social Security; let t he ot he r fellows do i t . 
But I l'ould like soneiYher e in there a discussion of t he 
public debt i n the hands of t he publi c as compared to 
public debt as it stands . 

Hll ,Jr; I walked down with Bell. We started a 
discussion and t hen Bel l said t hat he l~d not been i n 
on t h1s thing long enough t o tet t he feel of it and he 
still has not read t he t h1nr t hat preceded it, but it's 
entirely up to hi e . I don' t want to c rowd Bell thls 
morni ng because it' s up to him whet her he wants to get 
in on t he discussion t his morni ng , and not having r ead 
t he ten pages that preceded t his on why I thlnk it i s 
necessary t o balance the budget •. . . · 

1~ . Bell: I t ake i t t ha t i t is necessary. You 
don ' t go i nto f i gures? 

HU ,J r: No figur es, J~st as to t he principle . 

Hr. Rieffler: It i s a very eloquent statement as 

to princi ple. 
HM. J r: Purely a s t o pri nci ples, but I don ' t thlnk 

I could make i t any stronger. 
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do it. Now you have t hat a nd you have the benefit of 
t his discussi on as crystal l i zed in Reiffler and Viner. 
llo.., , havi ng t his , whioh l ays down the 1 why 1 or this t hing, 
how do you reel? 

Ur . Bell: I feel it is getting a n1ce f orm. 

lill , Jr: You do? 

Ur . Bell ; Yes , sir. 

H!.l
1
Jr: Anything i n ther e which as a 25-year employee 

of t he r easury - - I am being seri ous-- and f orget whe t her 
it is this Adm1nist r ation or &~&Y other, Just s t r alght 
thinki ng, any t hing i n t here which ~ra'tl'e s or rubs you the 
m-ong way? 

!.lr. Bell : No. 
and I think 1 did. 

I don ' t think so, lf I got everything , 

Hll , Jr: You think this i s t he right approach? 

l!r . Bell : I think i t is a ver y good approach. I 
question whether you want to get out too far on 1939 and 
in l!r. Rie:t'fler ' s d raft I t htnk you want to make i t clear 
t hat fOU are basing your revenues i n 1939 on 1938 es t imat es. 
I don t think t here ought to be any doub t about that . 

will 
come 

Dr. Vi ner: On 1937 estimates . 

Ur . Bell: No , you are ass~ng that revenue ln 1939 
be the s ame as 1938 and that expendi tures ought t o 
down t o t hose figures . 

Dr. Viner : 1938 r evenues are being esti mated 1n 1937 . 

~:r . Bell: On 193? calendar yeAr, that ' s right . Af ter 
all , you a re maki ng the speech two mont hs before estimates 
go to Congress and they m1ght be entirely different from 
wha t you are ind1oat 1ng and t here is no use o f your going 
out on a l i mb without qual i fying yourself, as I see it. 

Hll Jr: Well , one of the reasons yo~ might give as 
t o why f a m doing this on Novecber lOth -- t he mai n r eason 
I am doing i t I can ' t say i t so baldly , i s that I want t o 
serve notice ~n the Congr ess which is goi ng t o meet and 
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t ake up t he agricultural program, I want t hem t o know 
what t he s i tuat ion is. Why not Just say so -- in ref­
erence to t he Congress which meet s which is going to 
consider this agricultural program, let's Just t ake a 
look into 1939? 

Mr . Bell : I think that's very good. 

HM ,Jr: I think, George , t hat's t he t hing to say. 
Here they are meeting. Normally, the Secretary of the 
Treasury wouldn't be maki ng a statement like t his on 
November lOth because we have a special session ot 
Congress which is called to consi der among other t hings 
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an agricultur al progr am which, this year, oust us 1 billion 
800. Before they sit down and vote anything, they .ought -­
t he countr y ought to know what ie the sit uation and this 
is what the situati on is and t his is why we have to watch 
every penny t hat we are going to vote ot new money because 
the s i tuation is so. That ' s why I' m doi ng i t on N6vem­
ber lOth instead of waiting until the President does it 
on J anuary 5. 

!Jr. Bell: I see. 

Hll ,Jr: I t somebody -- it' s very nice t or t he Presi­
dent of the United States -- it I were Uarvi n Jones, it 
would be nice t or the President to write a letter, have 
an agr icul tur al program , but not do anything to unbalance 
t he bu~et. Well , what is the budget picture? Why 

shouldn t we go ahead and sp end 1 bill i on 6? How do 
I know what the pr ogram i s? 

The Presi dent in talki ng to me l ast night said, Have 
you t alked t o l~rvin J ones and I eald , No; I am working 
on this year ' s corn crop ; why should I talk t o Llarvin 
Jones about next year ' s thing when I am still wrestling 
with this? The President said, That's all right . 

Mr. Bell : I wonder if you want to leave this state­
ment in here about RFO in view of yesterday 's conference. 
It i s open-ended now. 

l~. Haas: Her e is a question. With regard to your 
taxes, the quest i on of levying t he s ame agg:rP.gate burden 
it the agricultural bill attaches taxes , in ~ opinion 
tha t is i ncreasi ng your tax burden. 

Dr. Viner: I t certainly is. 
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~.Jr: The President oaid last night, and knowing 
that I wao going to spend t his evening with Magill and 
him the Gods being with us, I wa• willing to take a 
chance on that . He said , What have you done to pro­
vide taxes to pay tor this Commodity Ored1t? I ea1d, 
Nothing tor this year, but, I said, please won ' t you 
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lot me wait until I see you tonight? Now, between now 
and Wedr.esday when I want to hit this thing, this tax 
thing will have Jelled, at least I hope it will. ~~ill 

and I will lay the whole thing before the President to­
night. We hope out or t hat will come some kind of 
public statement and it1 s Just my good fortune. I hope 
that there wi ll be something publicly so that I can use 
t hP.t in this . You see? 

llr. R1e!ler: It would be much more precise. 

Hll,Jr: But I am saying, I am hinting pretty broad):y 
her o, and everybody would give their eye tooth ~o know, 
but if there is a public statement and that's behind us, 
it makes my Job that much easier. 

Ur. Seltzer: Too bad ir it Jells the wrong way, 
because some or your material is against a Jelling in 
one direction . 

HM,Jr: Well, Uagill has seen this and I have worked 
every morning , from 8 : 30 on until I see you fellows , so 
Magill and I are tog ether. Everything in there is the 
result of days and nights !.!&gill and I worked, so my 
right hand happens to know what my left hand ie doing. 
Don't worry. It's all right . And George has seen 
it . It's all right , i sn't it? 

Dr. Haas: Very good. 

RU .Jr: So t here are no cross- purposes, but f am 
being a little cautious in what I am saying , that s all. 
This is all new to you (Upham) . What do you think ,of 
it? 

J.lr, U~hac: Oh, I think you are going to have a 
good speeo • 

BU.Jr: What ' don~~uyou lllte a~out it? 
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Ur. Upham: Nothing 1mportant . 
t h1ngs. 

HM ,Jr: But a s to approach? 

A. f ew 11 ttle 

Mr . Upham: That's what I was speaking or. I think 
1t 1 s very good . 

Hl!,Jr: You think it is all r i ght? 

Hr . Upham: Yea. 

HU ,J r : Where coold you attack it if you wer e an 
editorial writer for the oppoeition? Where are the 
weak pointe? Where will they a t tack? 
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Ur. Upham: Well , a very minor note . I would like 
to keep it completely free of pol itic s . I sr~uld not 
like to make any reference to t his Admi nistrat 1on or the 
vr evious Adm1nistrat1on or the great leader, Ur. Roosevelt, 
as appears on the first page . 

H!l ,Jr: I want to Just rub their noses once into 
Hr. Roosevelt . 

Ur. Upham: I prefer to see that taken out . 

H!l ,Jr: I just want to t ake t hem like that (~es 
ge s ture of s t1cking his nose into t he opeech. ) 

Ur. Upham: It i sn ' t a political occasion. 

Rll ,Jr: I know , but it's s ood for thee. I want to 
r ub their noses into t he New Deal once . I am glad you 
say 1t, but just once -- I had more t han that. 

Ur. Ta:!::lor: You ought to put it i n t he last sent-

ence. 

l!r . Bell: End it with a snap! 

Dr. Viner: They woul d snap, too . 

HM,Jr: qnat d1d you say? 

Dr. Viner: I sa1d put it in t he last sentence . 
Then you would guarantee there would be no appl ause. 
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Mr. UphAm: I am just telling you what I think, 
but you disagree . 

RU,Jr: I think once I want to do it. 

I am a l i ttle eurprieed to find so ouch opti mism 
about this not being a down-awing of some permanence . 

Dr. Viner: There must be some bot tom or you can ' t 
have a balanced budget . You can't have it both ware. 

!w. Bell: I think your oppooition will pick up 
this kind of a story. The Secretary of the Treasury 
is the first one to come out with a sort o f inferred 
alibi t hat there will not be a balanced budget in 1939 . 

Dr. Haas: That depends on the latter part . 
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Ur. Bell: It mey be t he t h ing you most have to face . 

ID1 . Jr: And I kind of got R1effler excited on the 
question so he was willing to burn the mi dnight oil. 

Dr . Rieffler: I think t he fi gures have to be 
looked through now and I would like to see your estimates . 
It does seem you oan look for quite a business depression 
and unless you are forecasting a renewal, your averages 
will show something like this . That ' a got to be done 
very carefully tosee that this c~~cka up. 

Ur . Unhac : I heard some people, Louie Bean and 
and a half dozen or eight Government economists paint 
a very dark pi cture. Lee Preeecan said unemployment 
ls going down eo fast that hie group i s going to have 
twice as much relief this winter as last. 

H!l 1Jr: He's with Lewis? 

llr . Unham: Yes. c.I .o. And these other people 
just had a completely different tone; t hey think things 
are in tor a very bad situation in the next couple ot 
weeks. By the time you reach November lOth, if t hey 
are right, you will see a preci pitate decline in business 
employment, etc. They may be wrong. 

III.! ,Jr: Is that the meeting Goldenfleiee r eat in? 
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!.lr. Haas: No, t hey have been meeting ••• 

:!r, Uoham: I am writing you All about this, a 
sumr.1ary or the whole thing . 

HH,Jr: This is another group? 

llr . Uoham: Yes . This is t he Committee on Eco­
nomic Security and I more or l ess go t sucked i n on it . 

l.ir . Haas: Steel is a sore spot and that consti­
tutes a la~e part of the FBI. The i ndex calculated 
roughly f or October might be 105. I ha ven't t alked 
to Goldemreiser. 

l:ll! , Jr: Froa 112? 

~r. Haas : Yes , and it' s largely accounted for 
by steel. 

HU ,J r : What I want to say is t his : I am in this 
t hi ng and I have got a date which is a good date. Five 
days befor e Congress meets . Now, all I said to Sell 
t hi s mobni ng i o t his : As Secretary of the Treasury

1 
I 

t hink it's my duty to think out cert a in thi ngs f or ~he 
Pres1~ent and t he Treasury -- what I should recommend to 
him and to t he country what our objectives should be. 
If between now and t he first of november, t he thing 
goes cuoh worse , I n1ll ditch it. 

!.lr. Bell: You will have to change t he speech. 

HM ,Jr: That 's all right. I may have to change 
1t the last day. I chang ed t he last one; I changed 
1t, as !.lra. Klotz kno~<s , qnd a lmost passed out, at s1x 
o ' clock. The Preoident r ead one part and a sked me t o 
leave it out. 

Dr. White : Why not have one prepared ahead of 
ti~e? Why not prepare one and not l ook at it unleso 
you need it. 

Ur. Gas t on: I t ought to be done . 

Dr. White: You may never see it. 
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HU,Jr: I will ask for i t Wednesday morni ng . 

Dr. ~te : All right . I will do what I can. 

~r. Uoham: But don' t look at it. 

ffi~ .Jr: Have i t -- I have a nervoue systeo• what's 
le~of it-- I would l i ke to see it Wednesday co~ning . 
You go and give me one Wednesday mor ning. 

get 
sec 

Dr. \1hi te: All right . 

HU,Jr; I don 't 11ant ..to kid myoelf, but I can ' t 
down to t he depths t tlat these oeople get and I don ' t 
it . . 

Dr. l7h1 te: Just to have an ace in t he hole. 

Dr. Viner: Must not have too many aces in the hole. 

HM,Jr: We can go t hr ough any dr a rt you life; t ake 
out any posi tive stat emento , so you are no~ sayi ng any­
thing at e.ll . 

D~ Haas : I have t hose alternatives. 

Dr. Viner: Either t ake a chance or not . I f you 
don ' t t~te a cnance , you won't say a damn thir~ . 

HU,Jr: What I want is a "White• ace in the hol e . 

Dr. Viner: Is that the kind you keep up your sleeve? 

Dr. 1'/hi te: There are a couple or l ogical d1f!1cul t i es 
here. Shall we raise them at this d1eouss i on? 

For example, implicitly and explicitly , any def icit 
soending that takes place under these conditions must be 
financed 1n large part by capital r unds . The i mplication 
t here and elsewhere is that i f you go out and borrow , you 
a re dry!.:1g up the sources that would otherwise go into in­
vestment. You are also saying so s omewhere else that if 
you put a billi on i n , it would be a good t hing. It seems 
to me a critic would say if that is so , why ere you hesi­
t a t ing using 1 billion 500 million active gold. You have 
now ?00 million in s ilver oertif1oates t ha t you coul d i ssue 
now. I f these t hings are good, as you admit they are , and 
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doing the oppoaite is bad, as you say, why have you re­
trained froo doing sore thing whioh i s good. Th.at ' s one 
logical diffi cult y . 

HH ,Jr: Bell, I wanted you to ~ar this . 
lots of other things , Don't you want to go? 

You have 

1~. Bell: One thing I am working on is a r evenue 
estimate of 7 billion 2 . If there is going to be any 
new esticates coming to 6 billion 8 , as this indicates, 
I t hink I ought to !mow about it . 

Hli,Jr: You Vlill after tonight . 

Dr. Haas: I tried to get you on the 1 phone . 

l~r. Bell: !Jy Job is stiff enough to get in w1 th 
? billi on 2, and 6 billion 8 is terrific. 

Dr. Haas: Danny asked me t or very rough, tentative 
figure and we gave him a f i gure of ? billi on ??5. I 
tronkly t hink that is high -- the fJ.gure is too hi g h. 

l.lr. Bell : You think it is too high? 

Dr. Haas : I do. It you want to be conservative 
I "ould figure on what you a re getti ng this year. You 
1dll probably get sol'le more . I would t ake 6 !>1111on 650 
like you have this year; probably g et a little more than 
that . 

Ur. Seltzer: All through this speech, the Secretary 
io alling for reductions. 

l~. Bell : That ' s another placP he ' s puttLDg himself 
out on a 11mb, because t here can t be a reduction of 
?00 millions in expenditures. There will be more t han 
?00 , probably , i n some group, but another group goeo in 
to take t he place. 

llr . Seltzer: Would you repeat that? 

l!r. Bell : I do not think there could be a reduction 
ot ?00 millions in eJroendi turea. I think we probably oan 
reduce reli ef 700 m1liions, maybe 800 =i l lions , but your 
Social Security goes up 100 mill i ons and you have other 
t hings that will take up some of that ?00, -- housing, 
farm tenancy , etc. 
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HM,Jr: I expect to save it. I think you are 
esticati ng too h1gh on agriculture and r oads . I think 
a fter you and I get through Uonday corning with t he 
Presi dent , I think you will f ind the Presi dent of the 
United States , he will tel l you t hat he will only ask 
for 50 million new money f or roads for the year begin­
ning July 1. I t hink you will have to ask for ?5, giving 
us 1 bill i on cash expenditures , which is 300 l ess than we 
f1t'"ure . 

l~ . Bell : You can' t do i t. 

HM,Jr: All right. That ' a what he said. 
Cook- eyed ( the road progr am) , they have enough. 

He said, 

Ur. Bell : I admit t hat. 
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ffil , J r : They voted 24 mi lli on this year and it calls 
for 400 million more . He said he would only I'.Sk f or so. 
I think they wi ll have to ask for ?5. There is a saving 
right there of 300 million. An~ t hen you have a saving 
of 600 million or ?00 mill i on i n CCC and relief, below t h1s 
yeor. 

Ur. Bell : A~out; yes, air. 

Kll Jr: There ' s 1 billion right t here, and i n agri­
oultur~th1nk t hat the President - - there is a chanc e 
that ne can unsell him on the procesai~ tax. I think 
t here ie a chance of keeping the agricultural progr am down. 
I am going to t alk 300 mill i ons and I think we ought to 
keep it down to 400 m1llions. How ouch less is that t han 
t his year? They voted 400 mill i ons cash for agr iculture. 

Ur. Bell : I t ' s 500 millions cash for domestic al­
lotment, but we have only out in 440 mi lli ons expendi tures. 
I think there is 60 mi llions in reserve . 

HU,Jr: Let ' s sny no saving ther e , but r oads and 
relief , and how about publ i c works? 

Ur . Bell : I don ' t reoecber what t he figure is now, 
but exclusive of roads I t hink it will be 250 m1llions or 
300 millions more. 

HU ,Jr: He can' t have a nything more. 
has ?00 millions. 

He already 
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Hr. Bell: I am talking about money already aporo­
or1ated and to be spent. 

Hll , Jr: Oh, yea, but nothing new. 

Ur. Bell: Yes , but you have 700 millions or publi o 
works withOut appropriating another dollar. 

Hll,Jr: That's what I say, so you can't ask for 
another dollar •. .. 

Dr. Viner: I s it nossible to repeal or r educe a 
passed approp riat i on? · 

Hll,Jr: That ' s how much or public works this year 
exclusive or roads , 800 cilli ona? 

Ur. Bell : 

tu~ ,Jr: It 
relief . out or 
I say 1 billion, 
i t 700 millions . 

About t hat. 

gets do~n to roads and agriculture a nd 
that it gets down to r oads and relief, 
a nd we wlll split t he difference and oall 

That's what he has in his mind. 

Mr. Bell : Yes , but he c a n' t mean what he has in 
his mind. It' s 311 right to say I am &oing to appropriate 
lCO milli ons in 1939, but there is a lready on the books 
~hich t hey will spend and which they olbigate and the obli­
gations will have t o be l i quidated. 

ffii , Jr: Which is all t he mo r e r eason why I am wi lli ng 
to go up and be a human sacrifice on November lOth and tell 
this story t o the public. 

Ur. Bell : I am not willin~ f or you to. I don ' t-­
Unl ess ~e are pretty sure, I don t t hink you will get any 
place by b ei ng a human sacrifice. 

~Jr: All I want to do is pai nt t he picture as it 
is and l t hls t alk about balancing t he budget and 600 
million debt retirement , as I see the pi cture today is 
eye-wash, and I oan honest ly say as l ong ae I have been 
here I have neve r made a statelilent , publ1cll' or private, 
t hat I did not believe and I t hink that ' s one or the 
reasons why I have all t he confidence or some or t he people 
in the financial district . Why go on and·keep talking 
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abou t bsl1ng the budget 1! we can' t do it? I t's eye 
wash. And I would much rather be safe. I don't want 
to be personal , but !!r. Kennedy, oor.l1118 out after seeing 
the President, eays ' Very good ohanoe or balancing the 
budget' . What ' s t he use of saying that? 

Ur. Bell: I agree with that . 

Hr. Bartelt: Uay I r aise a question about the 
r>ubl1c debt before !!r . Rieffle r p;oes? I t hink he sug­
gested distinction should be made between debt held in 
t he hands of the public and t rust tunds. I was wonder­
i ng whether further distinction should be made between 
t he s pecial ieeues in the trust funds and those which 
are represented by Treasury bonds t hat were purchased 
i n the mar~et . In other words, are you puttir~ all 
those together or are you going to make further distinc­
tion? 

Ur . ?.leff) er: I was putting them all together 
bacause I want to go back to t he beginni ng of t he speeoh 
•1here the Secretary placed so muoh emphasis on opening 
the capital ma rket by retiring debt from the marke t to 
show that t here was larger debt retirement i n that sense 
in prospect tl~n would be implied by statutory debt re­
tireoent alone. It you want to go on end explain the 
truet fund, that's all right, but my feeling l s that t he 
total is the principal thing . 

(Ur. Bel l was excused at this point. ) 

HM ,Jr : Taylor , do you want to say a nything t o 
Rieffler before he goes? 

Mr. Taylor: No, nothing in particular. 

HU ,Jr: Now, George, when is it humanly possible 
tor you and whoever you want to have work with you -­
the President hAs shifted ~e. I asked him to see ~• 
on Election Day . He said, Never heord ot such a thing, 
but wi ll see me ~ondoy c orning before Bell comes . 

ur. Bell: We will work over the week-end and see 
what we get -- Larry and tte boys he uses. 

Mr. Seltzer: I can ge t a draft out today. 

Dr. Hans: The work starts after you get the words. 
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HU,Jr: Could you people come to the farm on Sunday 
with somethi ng? 

Dr. Haas: Certainly oan, with something. 

HM .Jr: I don ' t want to ask the impossible. 

Dr. HAAs: Your time i s so short, I think. 

Mr. Seltzer: There is no way of making progr6es 
unless you have a specific draft . We will knock out a 
draft; maybe no good; we will change it. 

HH,Jr: You will have today and tomorrow. You 
coul d come up to New York tomorrow night , take whatever 
that train is . Some train leaves New York around 8 or 
9 o' clock in the mor ni ng. Come to Beacon a nd be me t on 
Sunday. 

(Ur. R1effler left the meeting.) 

Mr. Seltzer: There is one point that still bothers 
me, and that 1e I think we are still weasling on this 
balanced budget business. I don't know whether you heve 
decided that. All you are g oing to ask for is a layman' s 
balance without t he sta tutory sinkin~ fund. Whether you 
are reconciled to saying , Well, tr~t s my line; if we do 
any better, Thank God! , we will retire eome debt~ but I 
don 't honestly believe we are going to be able to do any 
better without good luok. 

HU,Jr: I am glad you aeked t hat quest ion and that's 
the question I asked the g roup yesterday. That ' s where 
we started. 

Ur. Seltzer: But in these drafts the thing is Just 
a weasel • . 

HU J r: The way we do this thing is this: each 
person t~e a piece of paper. The question is th1a: 
Question 1 ia, should I ask f or enough revenue for a cash 
balance , or (2) should I ask for an extra 600 million? 
We will keep to the theory we are going to out expendi­
tures to 700 millions. 

Hr . Seltzer: That was the trouble wi t h both drafts 

t his morning. 
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HU ,Jr : Should we ask ror additional t ax burden 
in order t o get that 600 millions or should.n ' t we? 

Dr. Viner: Should we ask !or additional tax under 
any oircunstancee . 

H!.I,Jr: Go bac:ot the WIJ3 I asked t he questi on: 
should I recommend that the budget be balanced on a 
s trictly cash baeis 1 figuring that the present taxes 
will produce enough revenue to give us a cash balance 
or should I recommend with incr eased taxes 600 million 
i n order to ge t 600 mi lli ons more t axes for the statu­
-~debt? 

--Mr. Selt;er: I would phrase it a little bit dif-
ferent . 

tlr. Bllrtelt : You have a tax law now that will 
t ake care or the Government's budget normally and i n 
which I include accruing liabilities as well as cash 
commitments . Then I would not oppose new taxes . 

Mr . HaAs: You have t o reduce it ?00 million ex­
clusive or sinkinc !'Und and Herbert ' s i dea is you would 
have to reduce it another 600 or a total of 1300 mill i ons. 

Hr. G~tston: llo. 

111'. Bartelt: I! you can reduce expenditures ?00 
milli ons and t his pr esent tax structure will take care 
or expenditures, I would say not to iopose new taxes. 

Dr. Viner: I think ?00 millions co>lld be cut with 
a gain in poii tiool decency. 

Dr. White: I have 100 million that could be out . 

Hll ,Jr: How? 

Dr. White : Prom eo cillions to 100 millions could 
be saved by spending the sterile gold and ?00 millions 
i n silver certificates and buying 2 billions i n bonds !roo 
the Stabili~ation Fund. 

Mr. Bartelt : That doesn ' t balance the budget . 

Dr. White : I said you will save 60 milli ons to 
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100 mi lli ons in interest payment s . 

Mr. Bart elt: I t ' s all right t o save inter e st. 
That ' s perfectly all r i ght . I don't ob ject to t hat. 

Dr. White : Everybody benefits ; nobody s uf f ers . 

1~. Bart elt : As long a s you have tha t tied up i n 
i nactive gol d , l t ' e cos t i ng you money . 

!lr . Seltzer: It ' s not a budgetar y item. I would 
be willi ng t o do that i ndependently. But t hat ' s a smal l 
part o f your ?00. 

Nr. Gaston: I vote f or it . 

Ur. Bartelt : I vote for that . 

1~r . Seltzer: I an' t this your problem? Say you 
oould add i n your speech and say the t hing ne can ranson­
ably strive for , taking n conservat i ve vi ew of the s i tu­
a t i on, is ca sh balance ; i t things ar e bette r tr~n t hat, 
so much to t he good , but it' s ridioulous t o think you 
can do t he othPr thing , t hat you cnn strive r i ght now 
with any a s sur ance that you get the othe r thi~. 

HU .J r: I a m g lad you are pressing i t because you 
a re back where I was at 9 o ' clock and you want a c l ean­
cut answer . 

~. Seltzer: Yes . 

Dr. White : llr. Secr etary , he i s aski ng t he abso­
l utely i mposs i ble. They are asking you t o take t he 
posi tion which no one can t ake , to expect a person t o 
come out wi th a definite stat ement whloh impli es a certa in 
s t a t e of af#airs which he cannot •.•. 

r.:r. Seltzer: I said strive , not underwrite. 

Dr. \Yh1 te : I t depends on how i t is worded. I 
t~unk you can take the position t hat -- i f i t i s prope rl y 
worded - - you would not be gui l ty o f weasly phra ses and 
a t the same ~1me you woul d not be expect ed to do t he 1m­
possibl e , whloh i s t o say t hat you don' t care whet her 
business goes t o the dogs or not , you are goi ng t o balance 
the budget wi l l y-n111y. I f t hat happens again, i t is not 
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goinR to be balanced. Let ' s recogni ze that . But you 
can take a positi on wi th regard to expenditures and with 
that as your obJective that you oan, but I don't think 
you will be aubJeot to the criticia~ that you are weasle­
worded. You can't take the strong position t hat no 
l:l8. tter what happens you are going to balance the budget. 
They "'ould like to hear you say that. 

Hll ,Jr: I agree with that. 

Dr. Haas: I think what you have to do in your pre­
sentat ion, having accepted a certain level or expenoes, 
convince t he audience that there is a reasonable expec­
tati on, a very good expectation , that t he budget will be 
balanced exclusive of sinking f und. That's what I had 
in mnd. 

Dr. Viner: Yo•~ think that's all you should aim at, 
with reasonable estimates? 

Dr. Haas: Yeo, it looks quite good. 
done that way. 

It can be 

t he 
has 
it. 

Dr. Viner: As far as I am concerned,ai t hink that 
technical Meanins of balanced budget is cock- eyed one; 
no sense, but I think the public has generall y accepted 

Dr. Haas: No. 
cepted it. 

I t hink the adverse press ms ac-

Hli Jr: I think t hat this should be done by steps 
and I think t hat the first step that I should decide is 
should I give up the idea, which I have had up to two or 
three days ago, that I a m going to insi st on enough revenue 
to r ai se 600 million for debt retireme nt. 

Dr. Viner: Enough revenue or sufficient reduction 
in expenditures? 

HM,Jf: Either way, but that's an obJective. 
think t hat a t he !irat step. 

I 

Dr. Viner: I think there is a lot at stake as to 
the me thod or describing it. Increasing taxes i s the 
easy way. Reducing expenditures is the nay to clean up 
our financial mesa . 
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KM ,Jr: I will make the flat statement here that 
I will do everything I can, as Secretary ot the Treasury, 
to see that expenses go down; I won't leave a stone un­
turned to cut eXQendituree. 

What you fellows want to got 1s my ph1losphy . Let 
:e gi7e 1t my way. 

After listening to all this thing, I feel that the 
beat thing that I oan do for~ country, as Secretary of 
t he Secretary, nt this t i me , is this: go all through 
that first part about why we want a bnlanced budget . 
There i s no reason why I shoul d change that . T~o, look 
the situation in the face as it is now, and that is the 
t~~ng that we should try to do -- explain intelligently 
what things we can out. tlow , I don t want to out Relief 
below 1 billion2; I don't want to out c. c.c. below 
200 milli ons. I ao very cuch unsold on what they are 
doing over in Agrioulture . I believe that this expendi­
ture of 1 b illion 6 i s a most outrQbeoue t hing and that 
the place we can r Pally cut without doing any inJury is 
to cut on t ho agricultural program and roads . Public 
17orks is set at 700 millions; we are committed. 

Now I want to make it 9lain to this audience that 
at tr~s transitional 9eriod which we are in, from where 
wo have been bri nging back recovery through deficit spend­
ing , t hat that transitional 9eriod -- that it is just as 
dangerous to move too fast as it is not to move at all, 
and that while I don't want to leave a stone unturned to 
cut every single dollar uhlch can be done without being 
' penny wise and pound foolish'. On the other ~~nd , in 
order to achieve t his balanced budget, I am not at this 
ti1ne willing to recommend a broader tax base ; that what­
ever this base is, it wi l l have to produce 11hateve r the 
business profits based on this kind of a tax structure 
will oroduce . See? Now, in order to achieve a bal­
anced· budget at this time, I believe it would be wrong, 
deflationary, and everything else, to increase taxes and 
in that I f eel , and I guess it will be mor e and more clear 
as ~ego alOI\b, t he best we can hope tor 1s to have a oa•h 
balance. That's the beet we can hope tor and that any 
such thought -- in order to retire 600 oill1ons - - ot 
raising 600 mi lli ons more taxes, ae tar as I ao concerned 
i o out the window. 

But tor once I want to get 1n this man's (Ssltter' e) 
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head - - does that leave any question in your mind as 
to where I stand? 

llr. Seltzer: No. It is the position I wished 
you to take. It' s t he only honest one you can take. 

Hll,Jr: Any hedging in that? 

Ur. Seltzer: No. 

Hll , Jr: Does it suit you so t ha t you can sit down 
today and tomorrow and g ive me something? 

!!r . Selt;er: I t hink so. 

Ur. Bartelt: You say cash balance. I don't like 
t hat . I was Just wondering whether you meant that. 
Does t ha t cars t ake or accruing liabilities for Old Age? 
The only reas on I raise it is because it is a cash item. 

Mr. Haas: It the Secretary •Tor !ed it 'exclusive 
of sinki ng fund '. 

r~ . Selt;er: All the expenditures . 

Ur. Bartelt: That's ri~ht . It includes that. 
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Hll Jr: Now, ~. llinority. You beco~e the majority. 
The way ! put it , you feel tha t whnt I ao saying is what 
i s necessary t o say a t this time or, r ather, whatshould be 
said? 

Dr. White: I am much happier at your last statement 
than her etofore . I think if it is properly worded -- I 
thin.k it's all a queot ion of wording -- as far as I per­
sonally am concerned, the point of view: I like it much 
bett er. It' s a very clear statement . I don' t think it 
is weasly. 

Dr. Viner: Would you iike it better if it was a i ming 
a t a billion def1 o1t ? 

Dr. White: On advice of counsel , I refuse to answer. 

Dr. Viner: I would like to know his answer. 

Dr. White : I don 't think it is pertinent . You tell 
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me what the s tate of business 
don ' t know. I like Just the 
issued. It's oat i sfactory. 
go, I don 't know. 

conditions will be . I 
way the sta tement has been 

How far beyond that I would 

Dr. Viner: I think ther e is a fundamental issue 
about to c ome out as to what sort of advice you get. 

Dr. White: If you want that issue settled right 
now , I wlll be •... 

Dr. Viner: What is t he underlying philosophy under­
neath the advioe you get ? I am aski ng l'lhi te a question. 
He says he likes your present state!!'ll nt better t han t he 
previous. 

HI! ,Jr : Let's for1;et we three ladies (HH,Jr , !Irs. 
Klotz a~ Ulss Chauncey) are present! Go ahead! 

Dr. Viner: Thore is nothi ng oeroonal involved here. 
I think one of thi0f ttndamental i osuos f acing the country 
i n ita history is t he issue involved now, so I don't want 
you to think • .•. 

Hli , Jr: Am I doing this in a light way? 
body be more serious? 

Dr. Viner: I am explaining myself. 

Could any-

Ht: ,Jr: You are explaining t his question of Whi te. 

Dr. Viner : I say in order t hat you may appraise 
the advice you a re ~ett1 ng , you want to know what the 
men are wanting. He r efused to answer. 

HM Jr: You (IVhi t e ) t ake time to an·swer. What do 
you thini t he fi scal and monet ary obJective s of this Gov­
ernment shoul d be? 

Dr. rn!te: I feel t ha t they should definitely go 
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in t he direction o f a balanced ~~dget, to be achieved Just 
as soon as business conditions permit; that the business 
conditions of the last year peroitted some rapid progress 
toward it; that had they continued this year I would l ike 
to have seen a balanced budget in a cash sense and a bal­
anced budget ln an accounting sense , but surplus tor further 
debt reduc t ion -- I reel , I hope t hat if t hi s is the case , 
I hope t hat is what will take place. 
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(At this point llr. Kieley came in and said that 
Professor Himmelblau had a rrived . The Secretary said 
t o hsve him wait.) 

Hll ,Jr: Start again. 

Dr. I'Thite : I am in favor of a balan'oed budget as 
soon as business conditions warrant it . I think that 
busi ness conditione of this last year warranted a great 
stride t owards a balanced budget to b e accomplished by 
two ways : reduction in expenditure and increase in tax 
revenue . Both agreed. Had next year given promise of 
at least as good, I would favor and strongly would like 

~ - to have a completely balanced budget , both in the cash 
sense and in the accounting sense, and if that should 
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ha"l'Oen t hat is what I am strongly in favor of and a sharp 
curtailment of expenditures in the very direction you 
indicated as first to hit agriculture. Now t hen , if, 
however , business begins to continue to turn down a t the 
rate the last couple of months seemed to give indication that 
it is possible , then I would deflni tely say that an a t teo:pt 
to balance the budget at the expense of (a) either increased 
taxes (b) reduced expenditures in any substantial degree 
at a time when business depression is declining, I would 
definitely oppose , because fundamentally I do not believe 
that t he thing that stands i n the way of recovery at a 
time of declin1~ business , and I must eophae1te that 'de­
clining business is a balanced budget. Things went down 
in 1934-1935 and th~ same people who were opposing a bal­
a nced budget then are endorsing it now and t he first t i me 
that business turns down they say, 'Only if the budge t had 
been balanced , I would have gone out and spent ooney. ' The 
fact that orices a.re droppi ng - - after all, inventories 
are holdi ng up , capital equipment too large , won't stop 
me as long as you balance the budget, I will save money. 
They have always said that and is their s t ateoent now, and 
that is, that what stands in the way i s not the real cause 
of the downturn in business . That does not cean ~hat I 
am not strongly in favor of balancing the budget but when 
conditions are , I won't say ' right', for it, because that's 
too weak, but when condi tiona are such that a balanced 
budget does not speed up a downward t rend which io already 
in evidence and there f ore I say that the position to take 
ie t he one you did take and if business conti nues to go 
down, I don't know; I gues sed wrong about this fall, I 
hope I am wrong about next spring -- I hope business is 
better, but if 1t continue s to go down , then I hold that 
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an at tempt to balance the budget under these condit i one, 
end let us clearly remember that you have decreasing 
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rev nue and 1noreaei ng unemployment-- let's re~ember 
1933-1934; t he same conditions will prevail -- and under 
.thoGe conditions to cut expenditures on c.c. c. and on 
Public Works , t o out on unecployment, I think is counter 
t o t he whole philos ophy that I understand. To out unneces­
sa ry expenses to t he bone, absolutely! at all times, but •• • 

Hll ,Jr: Do you include agriculture? 

Dr. \'/hi t e : No·, I say agriculture is one of the 
firs t things I would hit . I would ~ave 100 millions 
on lnterest. I would put mor e in capi tal equipment, but 
any downturn -- I ~ant to emphasi~e t hat only when busi­
ne ss is going down do I obJect t o coQOitments to balance 
the oudget either t hrough severe curta ilment of expendi­
tures -- and t hat' s where it will have t o co~e. 

Hll , Jr: I woul d say you c ould not ask for a more 
c l ean- cut statement . 

Dr. Viner : llo , but I could disagree wi t h hi m. 

Dr. 1'/hite : As J ake feel s, it's a very ioportant 
mat t er . I t hi nl: t here are grea t thinr s a t stal:e. On 
tr~ t philosophy, fortunatell t hi s yea r we rave both been 
in agree~ent . Let ' s hope next year we only become 1n 
disagree~ent if thi ngs go down a nd go down rapidly. 

Dr. Viner: There a r e circ~stanoes 1n which I ac­
cept every wor d he said . I won'~ accent t hem as general 
a s he ou~s t hem a nd I am talki ng i n t he hist ory of t he 
last five year s when I say t hio is not t he moment to de­
l ibera tely move or persist in a move me nt of an unbalanced 
budget. I would say if r.e ~Ad in t ho past four years, 
say, had t wo year s of big bude etary deficits and t hen 
two years of substant ial liquidation, I would say not 
only would I f avor ] our proposal, I would say through a 
bill i on to drown out an incipient depression that seeced 
to be starting , but we haven't a record of a balanced 
budget. Al l we ~ave is a record of deficits and a record 
of promises a nd I was goi ng to say t hat: no one beli eves 
the Adm1n1stra t 1on no"· I t 1s very nearly that. And 
one year more, I don't see why 1t should not be. 

IDl
1
Jr: How oculd you laugh off the fact t ha t we 

are cutting the deficit thls year by 2 billion 6 this 

Regraded Unclassified



- 24-

year , 2 bill i on lese than the year before . 
tremendous. That ' s 

Dr. Viner: Yes , I thinlt thllt 1s a substantial 
step. Everybody says: I don ' t believe this Government 
is willing to take any political r isk in the intereet 
of balancir~ the budget . Ar.d 11hat I am trying to do 
is use my little influence to get them converted. I f 
the Gover~~ent is willing to cut Government expendi ture& 
then the Secretary could make a strong pledge . The ex­
penditures will be kept to th1amaximum. On conservative 
es timates revenues will produce eo much . That ' s 11hat 
"e are aimirll; at . We a r e not gtJaranteeing r evenues to 
produce that . But if the Government i s not willing to 
cut expenditures , then I say I don ' t believe anything 
they say about a balanced budget . 

H!.: , Jr: You and I are together and I thirit Harry 
and I are together to this extent: aa far as I ac con­
cer ned, unless the Presi dent a s reee to do r.hat he hlle 
really said to me that he will : r eally put his min~ to 
cut ting expenses , i f I don't get a nything else - - forget 
about taxes and business -- he has agreed ~ith me t hat 
ha per sonally will sit as Director of the Budget as the 
head of this Government and hold budget hearings in 
November and he sai d, I will take my blue pencil and do 
it like in Albany, and believe me ! he will do i t ! It 
he will do that t hree after noons a week and really do 
that and t hen if after havi'l: done that and cut this thing 
t o the bone -- and a!'ter all, it' e my Job here -- ~:~y God! 
lt took me two weeks so I could understand i t . It has 
taken this man (Bart elt) three weeks to dig out t his 
publi c works t or no one ever had i t to go t hr ough 1941- 42. 
Some of this the President has and sone of lt he has not , 
but I have yet, when I have given it to him, that he has 
not taken it and acted on it and absorbed it. Afte r 
that R. F. c. , I don ' t know what reasons he had , but he 
moved wi thout consulting Jones. He made a mistake. He 
should have consulted J ones . I could not . The Presi­
dent ahould have. So me have to retract a 11 ttle bit 
and give Jones tic~ to liquidate so~e of the things he 
~~a in the works , which is only fair. Jones did not 
have a chance to present his case. But every t i me I 
present something to the President, he is r easonable. 
On saving money there has been no nrgum-,nt . So he ie 
ready. What he wants i s f or us t o feed t his stuff t o 
him. When I show him t hi s memor andum that agriculture 
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spent 1 billion 590 milli ons this year , he is going to 
be Just as mad about that as roads, and when he •••• 

Dr. Viner: Does that include roads? 

H!! . Jr: Yea. 

Dr. Viner: Include r eclamation , Department or the 
Interior ' s expenditures? 

Mr. Bartelt : Incl udes expenditures of all agencies; 
WPA,about 175 million for that . 

HM,Jr: It' s all bracketed . A very intelligent 
~e-~randum. Now when I gave him my roads memorandwa, 
what nas his reaction? 'It' s crazy! I would not g ive 
them 400 milli ons. I f they have 75 millions , it's 
enough. 1 17h1ch would r:Jean they would only get 50 mil­
lions more. 

Dr. Viner: On these matters, nobody can be certain. 
I think the more informed public, including also t he hoe­
t ile public, are more interested in the trend of expend1-
tur0s than balancing the budget, because what they want 
to know is are you going to balcnce the budget but also 
are you goi ng to get it by getting more taxes out of 
certain groupe, and t he downward trend in expend! tures 
is the thing they are goi ng to look for and that's the 
thing you can forecaet more definitely, in which case you 
don ' t g o out on a 11mb. 

HM,Jr: 17hat are we go1ne; to do with H1mmelblau7 

Dr. Vjner: Get him to work on that thing we had 
yesterday. Thlit ' s where his Judgment ls valuable . 

HM.Jr: Who ' s working on that? I would be vory 
~;l ad to, but t h is thing will t ake a week or ten days. 

Dr. Viner: Just get hie i deas . 
render real service. 

I think he can 
• 

Dr. Haas : One thing, I think it's very important, 
in connection 111th this spending and the philosophy be­
hind i t I think that when you have a patient that 1a sick 
you hav~ to diagnose the situation in each instance t o find 
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out what t he ailment is and not apply a dose or patent 
w~dicine, t he same dose , under all circumstances . For 
i nstance, the present s ituation. Nobody can tell "hether 
one analys i s is correct and another is wrong, but you have 
certain probabilities. We know, in t his situation , you 
have had recovery to date and cap1 tal expansion has not 
gone one. There ie one bi g field where t here i s large 
unemployment and that is construction. If you can do 
so~ething about balancing the budget , people who make 
lone- ter m commit~ento , if they are worried a bout ~t, that 
you can t ake that move , but if you are 11rong you still can 
come back into t his spending proposition if that's the last 
recourse t hat you can take. Another thing , if your di ag­
nosis shows a c ertai n situation-- capital cnrkets are in 
a bad s i tuati on -- t here are othe r thi ngs that you can do 
tha t costs t he Government nothing and Harry was mentioning 
one . The int ereot t hing would save so~e cone, . 

Hll,Jr : You mean stop s t erilizing gold? 

Dr. HAas : And also put l t billi ons you have and 
silver cert ificates. 

Dr. Viner: And raise tho price of ~old. 

Hll,Jr: But Harry and I are psychiatrists, but in 
this particula r case we differ as to t he type cf i nsanity 
which is i ndicated. 

Dr. White : J ake knows , or at least you ~now , you 
oncP asked Qe who I thought nas the best economist around 
and I aai d J ake Vi ner and I still t hink he is the best. 
But unfortunately on so~e t hings , on the broader philoso­
phies I don't agr ee , but he i s without peer as f ar as his 
analytical ability. 

IDi ,Jr: Fortuna tely , I think, for the Trea sury and 
t or t he Prssident, he has to meet thi s problem. I have 
come through since Labor Day , l ess flus ter ed than anyone 
else he has ~lose to ~e, he has t old me. But wi th me here , 
~orking as I bnve never worked in my life -- t~~s &yeeob 
is only inci dental-- it's f ortunate we have t he date, 
November lOth. Now out of all t hi s I hope w11l come a 
statement t hP.t I can make committing the Government on 
fisca l nolioy as f a r as we can oee it reasonably; no 
further; calli ng a spade a spade ; no t trying to hedge; 
not trying to oover up something i n innuendo or any wo.y 
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else ; i n other words , take the publi c in our confidence 
as f ar as we know our own adnd and as f ar as we see the 
situati on as i t exists ten days before the speech; go 
as far as that and t ake them in our c~nfidence and etate 
the t hing. I can't do any oore t han to be co~letely 
honest and frank . That's why I moved heaven and ea rth 
to et the President to give t he public t he budget sum­
~,tion ; i nforoat i on ~e had no right to wi t hhold from 
the publi c . That' s all we are attempting to do. We 
a r e no t goir~ to attempt to try to solve t he gol d steril­
ization problem nor t he silver problem. Some me mber s o~ 
t !,e Trea sur y came and said , I f you want to make good your 
silver pr ogr am a nd show the world you made good , now is 
tl.e time to issue ail ver oerti ficates against sterili:to4 
s ilver. I listened to everybody. I tried to make up 
r::zy c1nd. I t . . i nlt everything is ver y good . I ao per­
fect ly consci ous of the devices which are t here. I don ' t 
tlJ nit it is concei ted to say I ao core responsible than 
an:; body in the Ac!r.ll. ni strati on and t he or.ly device we used 
was to make a bargain for s ilvpr . The President has all 
these other thl~~s and he i s not using t hem. Certai nly 
I am not r,oing to f a ll bac!-t on narcotics for stimulants 
unless t he thing is a gr eat deal different than what it 
is today, and I say it i s different . That ' s t he uhole 
openi ng t hin:- . E·,erybody has said 1- 111 p i ece . I see the 
oi cture . I f you people don ' t know no11 how I reel -- but 
! thlr.l: you do; you are soart enough. 

I l'fiah , Geo~e , you would t al:e your gang and I 
t nl !L!. ~he thing to do is to pl an to come up there Sunday . 
I will talk t o you about it . I woul d l i ke to hnve a 
t alk w1 t h Vi ner and Tayl or a nd you on t hl s thing that I 
brought Himmelblau down tor. I havo to oake use of him. 
And you other people can be excused. 

oOo- oOo 

Regraded Unclassified



\ 

322 

... uae~ wbat dooa t bia ltat•et of pollt:r 1ap}77 

low - u -.. eff .. W.tld. lbat •••rtrtou liMe u atdlt 

Detdlld ..-. .... to \beae quut1CIIU do not abt at \be 

pr•••t u-. !be recuhr bllcS1• t bMJ'tqa are atUl 1otaa 

oa, &Dd \be tiDal bwiaet •111 not 'be prepared eaUl after 

t.b'IY 'li'O ooaoludldo I ou, bowaYar, 1nc!1oate tbe nawre 

ot the probl•• 

Firat ot ell, 1 w1ah t o 1teta t hat lt will not be 

...,- t.o •-re a tul.l baluco of tbe bud1eto lt l'lqll1Pel 

aora thaD datentf.AaUoa on tile part or tile .t.dainb t r atloa 

and c-ere••• l.oJal IIUpport on t!le part or the people 11 

elao eaaential. It l a not poaalble, tllrther.ore, t.o wake 

a oatecor1oel atat•ent that 1n7 J 1Yen line o r polia,r will 

produce a preoiae balenoe. b~d1Wraa t o be ude ctur1111 

tbe tuoal 7•r 1939 wUl be approprht.c! 41lr1nc tile -taa 
reaular eeaaloa of c-cr•••· Taz .. will alao be leY1ad 

cSurinJ that .... lea, altboi&Jh both or t hell lln-ata 111 

tbl p1otare are d1reetl1 r eapona1Ye t o po11c1al adapted b7 

the ~•f'Dil•t tlleT are not wbollJ UDder tbe Oo-..erna•t•a 

ocatrol, aiDH a aajor portion of our a pcdt turea are ~ 

t;llirad to pronde t or oaeeat1al pubUo aerna• or to ...t 

~---\8 al P._ 1D exlat-. De 11a1t o~ rn • 

:rtolda, on \be otblr bud, will de,_. larlllJ upea .,._ 

. ,.race or t~w~lDeu aetlrl~ o•er tM -sac 11Pte• 

-taa.. 'lb11 U 1a lapoulble t.o detontilllo It 11 •' 
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wUblA OQP eoaUol. !be ltest ..... do b to -.ke u 

oaretul • ror .. aat • • •• oaa or the prolt.-le ·~•,. of 

bllaiaua eot hi'¥ o"r the period aad to adopt polloha 

that n U •••t the euaaoe or 0\ll' obJeoU"' - 1n tbe 

e'fent that theae torHuta eboul d pro" to be tair)Jr 

dde or Uaa ••rlr. Jo r .. acma.ble aaa oua ••IE aore. 

What t hm a re thaa e polici ea. Firat or all I 

•ant to t alte up taut1ce.. !'roo t he point or 'fin or 

yield , 0\ll' present taxation atructure i a l t PODJ o lt 

pro4ue..S 1n tbe rlacal )'tar .adinJ J~me ;!0, 

19.)6 ua4 1D the fbcal yHr end1nc l aU Jlaae. 

Dtar1na the wrret rt.oal. ,. ... • • eatta.,te t hat it w1U 

pro4uoe • 'fhia u • re'f1a1on or eul1er ••U-
u taa u 4e \o take t\all accoaDt or Ul)' dro; 1n rnmu .. 

that 11A17 realllt fro. tho prea•t b J 1n buaJ.Do••· At a 

la'fel or blle1D••• aot1'f1tT uoracinc • • 1\ich • • t hat 

wh1oh baa pr e.,.U ed diiJ'i n J the put t wel'fe .-tba t bey 

'ltOillcl )'1eld in the ••icbbor!lood or & • Th••• 

-t• repreact a .,, ..,. hiJh l o'fel or r e•-•· 1 ba" 

not belle'fecl that • • allolll d aee!E to bal.uaoo tbe badJet 

bf ••aaa ot a t\aJ'Ultr 1ncr ... e 1D tho •••roc• le.,.l of 

r atea llpoll wtaiob Uaoao yhlda ue II a.... !lte pr••• 
~aacertaiD\7 1n 1Dduat17 oont1ru • 1ll Uaia n.w. 1D 

accorduaee wUb tAil po11q the ua ro.Saiooa 'tllb1a \be 
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Troa_,- i a aow prepuiac tor IIUbabalon \o Caacr••• eoe­

t•ph to baaJ.e rnhloea 1D the atruotare or _,. t.ase. 

dedPled to re!IO'H 111oqul tloa. wt no lner .... 111 \tutti' 

acrrotllto burcte. !'bare la Ju at ono qual1tleaUon that I 

woul d like t o a ako to tbla a t at.-.nt. I t ••~• that 

expen41turoa app1'0pr1ate4 4ur 1Dc the coain & 7ear will bo 

bal d dom t o t ho lo•ola reeoalleode4 1D t he bl&dc.t e enaca. 

Sbo~ld ezpeQditurea «KOeed tboae le'f'ela, t he Ad81n1atra tlon 

e t l l be toroe4 t o r equaat AD incr eas e 1D t ax r ataa. 

Let w t ul'll no• t o the upedi t uroa. Theae accr~ 

111 the ! boll. )'ear Wl41Dc June 30, 

1D the rtaoal reu mdtnc laat JUDe, and 

lt h utianted etll aaouat to t 1n the current 

ttaoal rear. It • • are t o balaace t ho budfie t next )'ear th., 

••t be fUrther r e4uoed, by AD aeount 1D the noi cbborboocl 

• 
per oet 1D total. 81Dce the bulk or tboao oxpendtturu 

are t1Jled, bo••••. the proportiOD&l r ed\lc t1on ln n eubla 

i t _. etll lul•e t o be Yer)' llllch ter cer t baA 10 per -'· 

The r asular exp .. aa ot the co• nNMDt lnclu.cltna tbe cl'f"U 

clepar t.&ta, det eaa, Yeterana, etc. a iiOUDt a t praa•t to 

about per 7ear. Thla uaparea with $ 

per rear oa the anrace clurtlll uae prMrf'DI abtatevatloa 

whm acleq.aato epproprbtloaa tor clot ... • • •n DOt u ...,..t 

aa tlwJ are toclq. Cloarl,)', DO cr-t aa•l.Da• - be _.. 
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1n tbNo et••U or np.sd1 turoo. 

pllbl Jo ct•t Will Nelllil"O $ 

lDteron• tbo 

• Tb!a- ot be 

r.-oed. All rn.-N Iader tbo loolal s.-uJ' Aft 

-.t1Da to I not abaorbed b)' Clllnet 1ruta, 

upenaoa, e ta. ahou.ld be 1D•eated 1D tbo ol d ace tNat 

tund t o eeet aocNiA& lbb1l1U" 1D ooa1n1 10ara. !b.,. 

11111t not ba 41•ortocl to otbor J)IU'poa... !b"o tbrM 

1t_. wb1ch aro nlaUn~ fuocl eount 1n tho •ICPOiato 

t o t • RedllOUOIUI 1n ozp•d1turoa - •t be 

conc:ctratocl, cOGa~ucU1, oc tbo tbree r_.1n1JIC 

clua1t1caUoca 1D tbo ~at na•el10 public 110rtt., IID-­

PlOT••t relief aod P-.:t••te to acrlcrulturo. It 1a Jut 

tbat thlo 1o ao, t or 1t h thoae oluslt1o.t1cDo that an 

pl'l•ar1~ reopocoible ff¥1" the d obt a t tho pr01ent u-. 

Of thoao tbPH, publlo woru alro11.4J authorbocl b)' c-cro•• 
1n prooocliJIC 1eara •-t to t • ! bh 1o •-

11hat lo .. thaD 1n tala Clllf'J'Ct rtac:al 1ear. It cannot be 

1Doreooed 'b)' approprl~ttooa tor no• projoct a 1f •o are to 

balaaoo tho bu.dcot. Pqwcta f or ~~~~-plOT8tftt, 1Dolud1JIC 

tbo CCC will •-t \0 t dul'1nl the aUf'J'..a 

t'lloal 1Mr• Tb117 aro b01nl rocluoocl l'&pldlJ' eaob -·· 

bowowr. We ~c)at to be able to bold ~ .._ \0 • ......-

a•te or t 
If we 4o tbb ud at tho ... e \leo Hlllaeo ,.,..ata to apl-
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tot • total 

aJ>4D41 two••• uellul.'ft or d•\ ro~t ~ u.o 

11Alt1n& n.4 11111 •-t to t dlu111C tbo 

CCIJllll& fhoal 7M-I' • a r.-etloe of t tr-

tb1• 7oar. 

!ba qualtlOD 'botoro u tbe, ~ Will r.-al 'be 

1uttioient 1n Ula -inc fhoal 7 .. 1' to produee • balceod 

Wdcet 1nel~o~4lAc • ratlr-' or pu.'bllo dlbt tnroucb Ula 

11nXinc toDd nn tbe 'b11la ot a roduot 10D 1n exp.adltaroa 

t o tbe10 •-ta. !hla wlU doptnd 1.1pan two taetor1, tbo 

la'nl or tN11Do11 aeUY1t7 dur!q the Gest debtee -t.ba, 

and tbo u01mt of reeo•aPloa wo obtatn !POll reooYOJ'ablo 

1110t1 a.ow held 1n tho RJ'C, P'fA ftCo ftlt re•-• tro• tholo 

two IOUJ'Oel will he lllll'rtot•t a ppear• to • e to 'be • 

roaoonablo expootation. !be President raoontl1 1toppod 

all "" .Uoeatlcaa ot n.da by tho RJ'C aDd tbe P11'A. 'l'bat 

••••• that pr1oUoal.l7 tba tall _, ot raoo•erha 11r 

t halo acenolol 1n tho oo.sac tlaoal 1••r will be ••ail~bla 

tor d 'lbt raUr••t• Dlar1nc tho laat rtaul 1aar, total 

reoo•aPloa a-..tod to t ..CS d1u·Jaa tbo 
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ourr•t rtaoal 1aar wo aatlData tb.., o111 -t to t • 

~ ~ IIIHIUilt to t dllrlaf ttalt II 11DI 

thoal 7011'1 tbo -canc• ta ro• • r... taatt.aa .........,.. 

to produoo a tuU aDCl aonpleta 'balaaoo of \bo baden ta-
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• 01&1' preuat tax a1W.t1aa 

b capable ot produolDc t hh ..-mt aa u • • era1o lonl ot 

~~a!noac aot 1•1\T•• ppreo1ablJ lower thaD t hat wn1on bAa 

p:.on~t1led dii1'1DI t :\e pa1t twol·.,. -thl. Porlooal.lr I ~ 

not beltavo t hat the pr ouct ro~dJutaeat nll 1."\YOlvo an 

Lveraso Qocl1ne colo~ that 1~••1• I bel t ••• t hat I aa 

su~~ortod in th1a vt .. b7 the :root ~Jorlt)' o! Gcoredited 

32 ? 

-----..: 
~o1rt~ta ot buatnosa 8Ct1Yit)'. 

I ·~~t t o be coapl otol7 candi d eitn 1011, ho~•••rr 

th&t e oale~lationl are ot Deee~attr ~a•~ on ! o7aoa lta 

which no 01"' is 1n a podt1on t o gua r an tee. Lot ua aup p010 

tll&t thor • re cona1dor abl.7 1n error. Should tbe)" pro•• 

too conser nt1Yo, •• l r er •ent lr ho'l)e ••:r be t t;e cu e, 

ro•enuea aY&llablo t or d ebt r ati r oaent wil l be 1n oxc••• 

ot e&oo,ooo,ooo. I went to assur e ;you t ha t nn7 and a ll 

exce11 re•enuea • 111 b e ear a.rked tor debt retlr~ent ar.4 

not tor 1noreaa41d oxpend1 t ure. On the o ther h.llud , ahould 

tl\4! e\'ent proYe t llAt t thO)' a re not alli't 1dontl.7 OOD80rY&t1'1e, 

I -.aa t adalt t rankl.7 tbr.t we woul d not Nl.\'e a cl11e•ed t be 

co.pl ote blllaoeo ot tho budcet tor w!lleh •• ere dl'1•1ftc· 

1 would lUte t o &dd, bowe'ler, that tbou roroceat.a woulC 

h,..,. t o be YOJ")' aer101.1a1J' 1D error t o r~M re..--•• to 

t he point •nora the)' oo .. .Ld. not pron4e tJW I CIIHI 4e"t reUre­

a ent thi"'O..I b the e!nltln& t\md. 
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Before I ooocluda I would like to aake a briar 

co•eot on the growing 1aportenca or trust t'UDd 1nYaataeota 

1n the loca tion or the public debt . The Tru.ury hu lon& 

been responsible Cor the mangnent of a variety of trust 

funds, such us the CiVil SerYi ce llatirement Fund, the 

Veterans' Life Insurance Fund, etc. It hu the responsi­

bility of 1nYeatlng the resources or these t'Unds in 

Treasur,y obligations. How these obligations remain a true 

part o f the puolic debt - they represent e real accrual 

of future liabtliti es on the port o t the Treasury . Por the 

pre~>ent, howeYer, such obligations a.-e n~ held by the 

public, - th07 do not represent expenditures which the 

Treasury has aet by selling obligations in the aarket. 
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During recent years, the number and importance or these tuDds 

has increased considerably, especially since the passage 

o f the Social Secw-l t,y Act which established two new ult1-

cntely yery l orge trust tuDds i .n the Treasury , one to 

buUd up a raserYe against liabilities for Ol d Age Panaions, 

t he other to s afeguard unel!lployment insurAnce r eserYaS o t 

t he States. At the present tiae, t he aggregate Yoluae ot 

Treasury obligations bald 1n all these Yurioua tunda aaouats 

to $ , and this 11\111 abould be sub-

tracted from the gross Federal debt to arriYe a t s tirura 

Mlicb repres ents truly the •~ount or Treasury obligations 

which are aYailable 1n the sarltat tor purenaaa by banlta, 
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oorpor: t.1aa., iRaaraooo oo.paa1oa, aDd other 1D•oatora. 

D7 J~mo ) 0 , 1938, tbe end ot tho our r•t tbcal t••r th• 

will ••01mt to t , and b7 t l1o ..S o t tho 

cuul.ns t oni cht the7 wi ll •IIQlJDt to t 

i'illa aerna that t ho total asa01mt ot public debt r etireeS 

r r or:a th<: a srkot. will exceed a1.nli:1Dg t\IDd rot1r -enta b7 

• 

t durin& t ho r i aoal yoor 1939. I 

centloa t bU aorelt to a· ow t hat tbo capital aa.rkot will 

be stl:au.lat od b7 a r otlr•ent or public debt on a MUlti 

l or&er scale • han 1a prow1ded ror b7 a1nk1nc twnd r et 1r .. 

111 tnta alGilO o 
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'l'o eatecuard against an:r llisunderetanding let me 

expla1n precisely what I mean b7 "balancing the budget." 

There are two senses in which the term is commonly used with 

reference to federal f1nances: First, 1n the accountant's 

or non- technical a nse, in which it means meeting from current 

revenues all current expenditures, so that, with an unchanged 

cash balance, b e total. debt outstanding remains unchanged; 

second, in the special technical sense, 1n which it aeans 

meeti.ng from current revenues all current expenditures plus 

expenditures on account of the statutory sinking tund, so that, 

again with an unchanged cash balance, the total debt outstandin& 

is reduced by tle amount of Treasury purchases of government 

obligations on statutory sinking fund account . It is in this 

second, or more rigorous, sense that I wish 117 declaration of 

the intention of the government to balance the budget during the 

fiscal year 1939 to be understood. 

Thg President will not present to the Congress until 

next January his budgetary program for the fiscal ;rear, 1939, 

and I cannot of course anticipate at this time the specific terms 

of his announcement. I venture, however, to forecast the major 

principles to which his budgetary program will conform. It is 

~ belief that b e President will find such possibilities of 

econo117 1n expenditures as, without serious interference with 

the proper execution of the government ' s policies, will make 

feasible a reduction of expenditures exclusive of sinking fUnd 
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to a total not exceeding $61 6601 0001 000 as compared to ~tal 

expenditures exclusive ot sinking fund as estimated tor the 

fiscal year 1938 of $7, 346,0001000. To meet the statutory 

expenditures on sinking fund account, amounting tor 1939 

to , he will probably rely upon an 

increase 1n the revenue productivity of be existing tax 

structure in the fiscal year, 1939 over the fiscal year 1938, 

resulting from the material improvement of business conditions 

for the cal endar year 1937 over the calendar year 1936. In 

other words, I expect that in the fiscal year 1939 the present 

tax syste.m will yield in the neighborhood of 

or suffici ent to • et anticipated expenditures 1n that year 

exclusive of :tnldng fund amounting to 

and 1n addition to provide for debt reduction t o1be extent 

of , on statutory sinking fund account. 

I am of course not unaware hat if perchance the 

r everse of tie moment in the hitherto s eady- upward trend of 

343 

business should pro~·e to be protracted or severe, hese expectations 

as to increa sed poductivity 1n the fiscal year 1939, of the 

eY.isting f ederal1ax structure will turn out to be somewhat 

overoptimistic . Atter careful cons ideration, however, of the 

many uncertain Jactors upon which ventures in forecasting so far 

ahead the revenue productivity of the tax system must rest, I am 

confident that on 1he least i'aYorable turn of events which on 

present data~~ reasonablY be anticipaeed, the yield in the 
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fiscal year 1939 of the present tax s7stea 'Ll.l fall short o.t' 

meeting the anticipated expenditures of that 7ear u, substantial.lT 

less than the statutory sinking f'und requirements, so that some 

reduction in tae amount of the outstand.ing federal. debt 'till still 

r esult from t be t iscal. operat io.ns of that year . Should, on be 

other hand, t he present r eversal in the upward trend of business 

prove as moderate and as short-lived as there i s substantial. 

ground for expecting, then the revenues of tle fiscal year , without 

increase 1n tax r ates, should suffice not onl y to meet~e antici pated 

expenditures of tlat year, inclusi ve of statut ory sinldnE fund 

requirements , 'tnt lhould provide a modest surplus available for 

debt liquidation. 

The President and Congress together have complete 

power over the level of expenditures. The l evel of revenues, 

however, reflects to an important degree t he course of business 

acti vity, and can bl determined in advance subj ect only 'o a 

substantial margin of probable error. The presentation of any 

budgetary program for the future inevitably invol ves, tlerefa:e, 

the assumption~ the hazar d of revenue estimates which may be 

f alsified b,y l at er events. The American public cay r est assured, 

however, that the bu48etary progr am for 1939 'till be desi gned 

to gi ve every E asonable assurance of the att ainment of a strict 

budgetary balance in that year based upon conscientious economy 

1n expenditurescnd conservative estimating of prospective revenues. 
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The Administration has promised to present for con­

sideration by the next regular Congress a comprehensive program 

of revision ct the f ederal tax structure with a view to achieving 

345 

a great er measure of equity for the taxpayer and a more economical 

and efficient administration of the t ax- col lecting machinery. 

It does 1121 propose to recommend aey increase 1n the tax burdens 

on tbe taxpayers IB a whole, and it i s determined to attain a 

strict balancing of tie budget 111tbout resort b i n cr ease 1n 

tax rates. 
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Despite the subst~ntisl incr esse in t be public debt durtnc 

tho past t our years, the credit or the Federal Qoyerament has ~lned 

absolutely uni11paired . Not once dur ins eYeD the darkest daya or the 

depressi on di d the Treasury experience t he sli &hteat difficulty io 

borrowing all the f unds tha t ~ere required. lor eoYer, t he r a tes or 

i nterest on our bor rowings haYe been lover, t or compara ble securities , 

t hnn at any other time in the history of the country. 

•e wish to preserYe the financi al power or the Federal 

GoYer~ent to aid in restorio& eco~ic order l n the future , lf the 

need again arises . To preserYe t hi s power, we oust li~uidate dur in, 

prosperity tho debts incurred during period~ of depression. 

I turn, then, to the 1 .. edi ate practical aspects o! budget 

balnncina fo r t ho coni~ f i scal ye~r . ~h~t e ro the controlling 

tlsures? 

Our total receipts tor this year ar e estim~ ted at six 

billion, s ix hundred and fi fty million dollar s , snd our t ot al 

expenditures at aewen billion 343 a1ll1ons, leaYi n& a deficit ot 

roughly seweD lnmdred ailliona. 
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t o aeek a buaineaaaan•s bal ance of the budset ne~t yea r , 

•• mus t theref ore accoapl 1ah a nft t 1mproYesent ot aeven hundred 

aillion dollar s in our budsetar y posi tion. In esti&J tlng r evenues, 

it i s t ar worse to oYereat1ma te than t o undereatiaw te. ~c must 

not co»>t on an i ncrease 1n r eYenues next yea r rro~ the cx1st1r~ 

t ax s truc t ure. We must pl on to achieYe t his seven hundred ID1111on ~ 

dol l a r 1~proYeaent by a r eduction in expcndituros; ,n'••• · e n=e 

lttcx ee sed t a xes:,) 
1 tc. -tt· 

•*'-a•w-sst:tiMOOII"'l&t.ll~y.~o.,.,>fl~••••e4•<1 40 lncrcas- the totnl 
\ 

t ox burden at thi s t.lce . ...J;I._bbt:e.l' 1.' e~vll<e~tWohlft'ttn~:ann-111JmiC:1tne!'ta:::lsreert1n-n 

f~ ~t 
rv-fr f" { - ( L i.'\ _,1 

7' t.t (!.. ~ 
v- tt:.t~~ r o{t_ ,,_.:r---
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(!u 4lacualoe to be agpplled) 
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allen I ac:r t hat •• l oolt to a CUJ'tlli lllent or expenditure 

we ~:r achieYe a busi ness mana bolanoe or t he Federal bud1et, 

not eocn t o iaply that our reYenuea next :rear _, not be 1r eat er 

t hose or t his year. bi th actiYe busi ness, our r eYenues should 

tn.~rl,& lle by seYeral hundr ed oillion dollara. Ir our r eYenuoa or 

yeor should, ns I hop61 exceed t hose or t his ycGr , eYery dollar 

8ddition:1l r eYenue should be us ed t o reti re debt . In addition, 

..... ,r,. dollar that t ho Tr easury r ealizes from the 11 ,uidat1on of 

fUnds , and from other r epayments or loans and copi tal 

shoul d be sot aside t or debt r etirement. In no e•ent, in 

opi nion, should fi e contcwpl a te total net expe.tltures in excess or 

leYel or this year s estima ted r eceipts. Th• t IIIL~ thkt our 

IIIUS t not exceed six bi llion 650 ai.llion dollars for t he 

:rear. 

Our probl .. i s clcor. Our expenditures •us t be cut ?OJ 

dollars. 

But whe r e can cuts t otalin& t his amount be oode? After 

tudyin& the whol e problC'CI dey and night fo r se•er lil a onths 1 heYe 
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come t o the f ol lowi ng concl ualonaa Plrat, litt l e or no soney con 

be sa'fe4 in the re&Ular operaUnc expenses or the fe4eral coYe..-nt, 

including the nati onal def ense and interest on the public debt. 

The increased Yoluae of serTlcea now deaanded or the COTeru.ent 

sake it al soat 1apoas1bl e to acble'fe sl gnitl eant reductions here . 

On the other hand, by focusing a ttenti on on tho tour or flYe 

cl asses of expenses that ha'fe been au1Dly responsi bl e t or our peat 

deficits, I nm conYinced tha t the oocessary savi ngs cnn be oade. 

I hoYtt bef ore me o table in Y:hich I rune set down ay 

rough eatlaa tes of t he r eductions tbr· t should be possi ble next 

year in seYeral clasaea of ox;>end1turcs. 
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Savings 
ClO 1. fublic Works expenditures this year, 1.1) 

including emergency funds, but M 
exclusive of highway expenditures, 
ar e esticated at · 573 Next year they should be cut to 500 

This would save 73 

1!. Hig~way eXpenditures this yenr, 
inc uding emergency funds , a re 
9Stimated at 253 

Next year they should be cut to 100 

This would ' save 153 

3. YD~m~lQiment Rel!ef and the CCC 
camps this year a r e estim:! t ed t o cost 1, 680 

Next year they should be cut to 1 . 200 

This would save 480 

"· ~t1£YltMr~l Ad jystment Program 
his year is costing 475 

Next year the cost should be normore, or 475 

The saving being 0 
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"' 5. ~ellaseous and Suppl emental Items 359 - s year are costing $180 
0) lext year they should be cut to 50 t.n -
C") This would save $130 

e. ... 
Total savings on above i tems 836 

7 . Less increase in Social Security expenditures 117 

a. Net savings ' $719 
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financed by ... rcency or regul~ r a ppropriations, but excluaiYe or 

hi ghway expenditures. Tbia itea durina the current year will 

account t or &78 aillions ot ~pcndituroa . Bext year, despi te t he 

36(, 

t act t ha t aYailable unspent a~propriationa t or t hia purpose already 

approxisat• 700 aillions , I believe t hAt the expendi tures should be 

limited t o 500 millions • hich would pr oduce o saving ot 73 aill i on 

dol lars. I beli eve further that we should r econsider the public 

works procram already formulated t or t he tuture by t he va rious 

gov~rnment depart.onts, procr aaa wt~ch would involve on averace annual 

expenditure or about 700 mil l i on dollor s for the next t our years. 

Soc~, I bave before ae the item of hi ghway expenditures , 

a t ~~ millions this year; an aaount that s ay wel l be 

cut to 100 aillion next yea r to produce 8 saving ot 153 mill i on. 

In t hi s connection, alao, I believe it would be wise to alter the 

.. iatinc procraaa tor tbe tuture, which would cell f or new appropri-

totallnc 110re thaD 400 million dol lar s during the next t wo 

.;::tt t- rl..... a\ -f ' " ~ '-
L-V~~o{~ 

Regraded Unclassified



- 14 - 36~ 

third• I should like to see our outl ays t or ua.aplo,..at 

~liet and the CCC ca•pa, which, exclus iYe ot other reco.er1 LD4 

relief expenditures, ar e l'\llml~ at 1880 llillioa dollars thia year, 

reduced to 1200 llil\lona, which ~ould produce a aaYin& of 480 

a~1111ona . 

lext 4 belleYe that 1&0 llilllon dol lars or ~ore, can ~ 

sa•ed D"Xt yeor by r educed outlays t or •1acellaneous and suppl c• ental 

items . which this yea r amounted to 180 ll1111ons . 

The total s aYings that I haYe listed s111ount to 8S6 milli ons . 

h CIUSt deduct tro• th1s ti&ure a pr obable increase ot 117 m.Ul1ona 

in Social Securit y expenses, leoYing a net possible saYing , exclusiYe 

(;. '"" o a.. " I """ 
or agri culture, ot 719 •1111ons , or oor e tha n enough to nchi eYe an 

' 
ordinary balancing ot the budget. 

Both because of the rea l problellla i nYolYed in the present 

leYel or our aarlcultu.ral expendituru , and becauae it uy not be 

poaaible to achi eYe all or the aaYinga tha t I baYe listed, I atronaly 

r eeommand that the present leYel and cheract er or our agricultura l 

expenditures be &iYeD Yery .. rt~us reconsidera tion. 
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I ask ;rou to condder 'lltult I hoYe to asy on tb1a point 1n 

t be li&ht of the faet that ~ haYe beel:f'tor 110r e thfl.D t weaty yeara 

deeply concerned with t he probleae or asr1culture, especi ally t ara 

munaae~cnt and f arM finance, and QOSt keenly 1nter~sted 1n doing all 

t hwt can be done to ree~ove the econoe1c d1sadYantssea that tho ~ 

far.~r• b4Ye autfered. \ 
The t Yery .tntereat iepcls ee to belhYe and 

\ 

t o state 111 tb all the f or ce a t rq cooacond thu t asricultw-e car not 

rely on mer ely t empor ary expedient s . I.e c ust haYe a lonc•ranae 

progr am t o tt&i ntoin the independence and the purchasing power of t he 

far~er . Tha t program nus t t &ke into consider a tion his oppor tunities 

both in the do~estic a nd the f oreign aarkets and •e must keep alwaya 

in mind its ef fect on our whole NntionHl economy. To endure ond to 

be or pere~anent help to the far mer the progr am must be thus ooundly 

based. I t will be of no servi ce to the ind1Y1dusl f a rcer or to t he 

N•tion• a agriculture as a whole to offer .. ha t we sh8ll later be 

compelled to 1r1thdr aw. ~ ~ h~f 
The plight of acriculture in the depressi on c~llcd f or 

' \ 
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apecid llid not onl7 in the f aJ'IICr 1 s inter est but in the i nterest 

or all of ua, ~ucb t ha t ••• done was on an eaer cency basla. 

E=ercenc::y de'fices mll4t be reaur.eyed . \\e mus t aee Just •hat •·e 

bra doing to detero!nc ho~ t ar we cnn go 1n the fut ure . No more than ~ 

ant other bra nch ot our econo~ic lite can acriculture prosper on 

perasnentl 7 unbalanced Federal budgets . 

Besidea the 116 sillions included in t his year ' s budget 

t or the general ~ork of t he Department of Agriculture, there 1a 

an eat11:1ated expenditure ot 475 csillionn tor thr voil consonat1on 

pro,rae, aa mill i ons t or rural electrific~ tion , 55 =illions to the 

Federal Land Banks to proYide lower interest r a t es, 100 mi l lion for 

c~odlty l oans and 125 ~illlons for resettlement . These 1toaa 

aillions for this fise3l year , 

I aa aware also that discussion i s now t aki n& pl ace ill 

Congressional comcitteea of additional measures in aid of aarlcul ture 

t ha t eny lnvol'fe lar&e expenditures . Tho moanlt\lde of the slllll we 

already expendillli tor aaricultur.d purpoau deaaoda thut the 
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whole proaraa be re-e~1ned on the bali• or a detera1nat1on or 

how 111\lCb • • ar e •1111118 t o spend und can atrord to spend i n tbh 

one dir ection. The r armer ' s l nstin& • elr are al so deaands that 

this be done. 

• • • • • • • • • • • • • 

There aay be some persons who would counsel a aore 

drastic reduction of expend1tur os or a prograa or ra r bea•i•r 

t uxation 1n order to Make certain a substantial r eduction in 

t he public debt in this ! iacol yesr. There ar c serious obJection• 

t o such a courae. 

~• ar e dat1Ditely in 6 t r snsition period between unbal anced 

a'nd bal anced Feder al bUdceta. •• are DakinS great procreas toward 

a balanced budcet~iYelY f ew ~arsons real ize that tbe net 

1aproYeaent t his year in the budget ort pooit1on of the Federa l 

other •ords, the net dati c1t thU year i s eat1aate4 at l eaa t haJI 
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bUDdrad a1lliona l a at y .. r . 

I as enthuaiaatic nbout- the dir ection 1n which • • e ra 

COi n( l but I fil"llly beliaYe t hat ther e 1a J'Ullt aa •ucb dancer t o 

our econoll)' aa o whole in IIIOYinc t oo r api dly in t hia <11r ection a s 

t V-er a would be in no t • . oYiJl& a t all. 
I 

rhe llitU- cou thot I propose • 111 by no :~~elll\s be easy 

t o aebieYe . But it i s o goa l t ha t •e can sotely, honestly, end 

r eaaonnbly, hope to r each. 

comes tro• incr ea sed reYenuc, r a t he r t h r.n fr()t:j reduction& 1n expen-

dit ures. I should welcoae a .t\trther increc se i n r cYenue next year 

but only 1! i t eo•ea troa expansion i n busines s actiYity r a t he r 

,, 

n 1 cA... ~c} -'~ 

~han 1'rom ~incr~a~•1 to'e~~ ~ { A/1/ ,4 .f/f,A/\c:ifiQ ~ 
"'' /li..\.V'U.. ~~ f~ 

There a r e eQual l y compel l ing con31derat1ons on t he expeD-

ditur o side . I atron&lY t ovo r a v1goro U8 progr a• tor t he procraaa1Ye 

reduction ot Fedor 11 l expfln••i tures to the a1au- de-aded by Ule 

Oo•ernment•a increa aad r esvonai b111t 1eo. But it ~ould be ela&rlf 
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unwiee, aDd di eruptiYe t o many aectiona of priYa t e 1Dduatry, i f •• 

I h~•• indicated. 

Ther e i s a new and import ant aspect of our budget t ha t 

consider ed when t ho economi c effect s of our expenditures Gnd 

recoipta are bein& analyzed. The Soci a l Security Act IU>a introduced 

new i teaa into our budget. A ac j or ono of these, the ap ,roprl~tlon 

for t he Ol d Age Roserwo Account, inwolwea en expendi ture for r eduoi nc 

the amount or the public debt hel d in the murket . 

lext year, aa a r esult or th!~ ~ct und or the r el ated 

St e t e lawa, it i s esti~tod th~ t the federel Treasury will r eceiwe 

more than one billi on dolla rs net for 1nwes t111cnt in GoYet'DIIcnt 

obligatio~• tor the Old- Aae Account and the Unc• ploymcnt Trus t lund . 

In u .chenge t or its obligation• i ssued tor ~ese purpolee , 

the Tr easury will recoiYe • ore then ono bill i on dol lars 1n caah. 

This bill i on dol lar s will be used to r etir e publi c debt now in vnu trq ~rr·rou~ r r· 
the hands of priwa t e 1nwestors. In o ther words , the Tr easury next 

- J -4 -
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'\ r 

yeu would be ~1111 - 1t1111on dollars e. the aupplr of tuDib 

\ 
111 the capital urlret. 

\ 

) 

It 111 true that thia Yer-r subatantla l retireunt of 

• 
public debt aow held b7 priYate 1nYeators .tll aot reduce the 

total public 4ebt. It ia a ' trs nafer ot tho vublic debt fro• the 

367 

honda or pr1Yate 1nYeator a to the Ol d- AJe ReserYe Account and the 

' 
Une•ployaent fruat Fund. BeYerthel eaa, tho effect. on buslnfaa, 

' and oa tbe ca~ltal • a rket, is exactl7 t he saae as thou,b tbe 

\ 

b11Uon dol lars "re usri to reduce the total pubHc debt. One 

billion dollars will be p~id oYor to pr1Ya te inYestora. 

!:Yea dUJ'iD& the decade of t he Twenties, •hen the frees~ 

••• receiYiDC larJe payaenta or interest and pr i ncipal on war debta, 

and trOIS t he sale of surplus tta r mat erinl :J , the maxiDUD reduction 

~•de in any aincle 7ear in the public debt held bT pr1Yate 1DYeatora 

billion three hundred ~1lliona. 

117 obJeot this eYeniD& haa been to preaeat, u ole&rlT 

and aa tranklT aa 1 
I kaow bow, a cOtaprehena1 ft picture or Fecleral 
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' ezpeDdJ.turu liiiiC1 the ~etn~ ouUoolt. I boTe t ried to 11101te pl a1JI 

t he \ln~fl11DS econo~c r easons, os well na the buaanitarinn onoa, 
\ 

for t ho past deficits; and I h~Te triod to br ing out clearly the 

underlying economic conaidera Uons t b:.. t now dODand a bol anc1!d 

Federa~ budget. I h&Te sho•n why, in oy opi nion, this balance 

• 
should be sought by a r eduction or IOTen hundred cU111on dollar s 

in expenditures , and wby a large s urplus Jor de~t r e t i r coent 

would bo undesi rabl e at th ' a time i f it aunt be achieved by 

el1~inat1ng essential fed~ral ~rTicis or b7 lncreesin& the 

exis tin;: t ax burden . 

The ~inclpal obJects of our budgetary policy have 

been, and I ho~ • 111 conti nue to be , to promote a large Yoluae 

'\ 

al'ld heal thy character ot: bus i ness a ct1T1 ty, a .:14Xiallll Tol- ot: 

a~plor-cnt at good wages i n pr1Ya tc industry~ f ai r treat a ent t:or 

our osr1oul~ural popula t i on, adequat e r eTonues to meet the 1ncre•••d 

~cea uo• d .. ·~ed ot: the Ycder bl OoTernmcnt , Qnd t he pr eserY&t ion 

ot: the cr edit and curreacy of t he United St at es, on whieb depeada 
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the NCV1~1 ot Joba, propert1 Yaluea, and or'ISerlT buiaua\ 
'\ \ 

\ . 
rehtioaa. 

\ 

• 
.. ! • '\ 

Q ... '\ -
' ' .} 

\ . ? 

• 
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Present: 

November 3, 1937 

11:30 am 

Dr. Haas 
Dr . White 
Kr. Seltzer 

HK,Jr: Now, where do we go. (Draft or speech #10) 

Mr. Seltzer: Right there. 

HK,Jr: Are you going to tell me what is different? 

Ur. Seltzer: All that we did, mainly, waa to in-

corporate the President's suggestions and the first place ia 
page 23. 

RM,Jr: What ' s different? 

Kr. Seltzer: The most important change relatee 

to Social Security. You might go over that first . 

RM.Jr: Where is that? What page? 

Mr. Seltzer: Beg ins at the bottom or page 22, 
last paragraph. 

HM.Jr: I don't t hink what the President dictated 

wa.s so hot. 

Dr. White: Some or it waa good . 
I think, was good. 

That paragraph, 

RM.Jr: (Reading) 1The funds pai d into both or 

theee accounts operate Just like payments made by an individ­

ual to a private i nsurance company. Such a oompany inveeta 

your premiums in Government obligations, in fa~ and urban 

mortgages, i n railroad, industrial, and public utility bonda, 

and in other forms or investment approved by one or more ot 

the forty- eight d1tferent State lawe. All that t he ineur­

ance company has when it has invested your premium• i n t h1a 

manner, are bundles or pieoee or papers representing all kinde 

ot prom1eee to repay your money with intere st to the insurance 

company. • 

-

Regraded Unclassified



-2-

~~ That's exactly what he aald. 

Mr. HAaa: Xes. 

Kll .Jr: Did you fellows th1nk that' a all r1ght1 

Yr. Seltzer: Yea. 

U.r. Haat: Yea. 

371 

Yr. Selt~r: It he wanta you to take the occasion 
at thla tiae to re te these contentions in the newspapers 
about Social 8ecur1 ty 1"unde, this is a good way to do lt. 

!DI~Jr: He does. He doea. He has been so terri-
bly decent ut this speech that I th1nk - - very few sug-
ges t i ons made, I th1nk we ought t o take i t. 

~r. HaAl! You d i d not check this one about •reason-
able profi s 1 • rry changed •we want reasonable business 
profits to grow• to read •we want to see private business expand.• 

pr. Jhite: Leave profits out or the picture. Eitaer 
aay we want to see national income ••• 

Ur, ~lt;er (to Ur. Hsaa) We have not diacusssd any 
or t he other c ngss except Social Seouri ty. 

IUI,Jr: Somebody t ake th1a and read to .., what the 
changes are. 

Mr. Haat: o. lt. 

On the bottom of page ~and top of page 4. Here's 
the change the President has auggeeted saying: 1 Kany measures 
are required in their solution. One or theee measures at the 
preeent Junct ure is a balanced budget.• We Just took that, 

change. 
~~ That's all right . That' s a very important 

Ur , Haas: Yea, that's an important one. 

HK.Jr: Let's run through and show me where the 
ohang ea are. 

Ur, Seltzer: •we want to see private business ex-
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pand1 and the President wanted 1 We want reasonable business 
profits to grow,• and that takes all the force out of saying 
we want pri vate profits to expand , so ~e changed it to read 
1 We want to see pri vate business expand . ' 

HU,Jr: That's all right. 

Mr. Seltzer: The next was in connection with 
taxes . 

HH,Jr: That ' e the one he stumbled so on. 

~~. Seltzer: :~ . Seltzer: Right up here in the 
old draft where .we say we must plan to achieve this by re­
ducing expenditures, and •And then, if the tax receipts 
rise above those of l ast year, t he excess should be used 
to reduce t he na ti onal debt. • Then this is t o be filled 
in by l.lagill. 

HN ,Jr: I have just spent an hour with him and 
he and Gastor are now trying to write it . I did not accept 
what Magill wrote at all and I dictated my own. He gave 
me six pages which I could not use. 

Dr. White : Too detailed? 

HU,Jr: llo. Getting doTfn again i nto the question 
of specifyi ng particular changes and this is a speech on 
Government spending. 

Ur. Haas: About "thus returni ng to the average 
annual Federal highway expenditure.• 

Mr. Seltzerl Page 15. "In t his connection, also, 
I belie~e it would be wise to alter the existing orograms 
for the fUture, which would call f or new appropriAtions 
totaling more t han tour hundred million dollars duri ng the 
next two years, and return to the average annual leyel of 
expend itures pri or to the deoresoi on -- under one hundred 
millions. · 

Hl.! , Jr: Under? Why put 'under ' ? 

Mr. Selt!er: Because t he average was under. 
a matter of faot, t did not go above. 

As 
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Hll,Jr: All. right. That 's al l r i ght. 

Mr. Haae: The next thing : t he farmer hlnwelf does 

want subsidi ea. Page 15. 

HU,Jr: That, I thought, was very good. 

Mr. Seltzer: You say you are i n favor of a long­

range progr an. 

Hloi ,Jr: Is that any change? 

J.lr. Seltzer l No. Right here (pase 18) "The 

faroer hlmselt does not want subsidies , but rather auch fair 

prices and such bal anced production of crops as will make 

subsi dies unnecessary for hla decent ecnomlo statue.• 

HM,Jr: That's t he President. 

Mr. Seltzer: Yes. 

Ur. Haas: Those are hla words. 

Yr. Seltzer: The President wanted this emphaaized: 

Relatively f ew persona r ealize t hat the net i mprovement thla 

year in the budgetary position of the Federal Government will 

amount t o more than two billi ons dollars. "This net i rove-

n t n d r 1 

a single best answer to those who have 

publiclY 

HK,Jr: I s that newt 

Dr. White: The last sentence Larry is paraphrasing. 

We say this : 'This net i mprovement or more than two billi on 

doll ars that is taking place in a single year provides t he 

best answer to those who have publicly despaired of our will­

ingness or our abi l i ty t o balance tha Federal budget. • 

Ur. Haas: He asked to have that put i n the head-

l inea. 

Now this , 
the draft , ) 

which would br1ng in taxes. (Page 18 of 

• 
Kr. Seltzer: It wasn't very clear. 

queat1on mark here. 

Theril 1a a 
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HK~: The question mark is out . That ' only 

if it oomeam expansion in business activity rather than 

from increased taxes whioh would bring in more than the pree­

ent tax structure.• That ie hie own language . 

Kr. Haas: Larry, show the Secretary what you did. 

Kr. Selt~er: Of course , it wouldn ' t fit Just as 

it is there. 'lhat we put down is this: 1More than two­

t hirds of this year's budgetary improvement comes from in­

creased revenue, rather than from reductions in expenditures. 

This clearly indicates that further increases in taxation 

are unnecessary, for a continued expana~on in business ac­

tivity would produce '!Mequate additional revenues on the bae1a 

of the present total tax structure." · 

IDI , Jr: That's all right. 

Yr. Selt~er: Then we come to Social Security. 

HK 1
Jr: I read that. 

what e lse? 

That 1 a all r 1ght. Now, 

Wr. Seltzer: That's about all. 

Ur. Haas: Then t he gold thing, which you mentioned 

to Larry . 

Kr. Seltzer: The gold thing, it took too much 

apace and did not fit. We a ls o have to curtail to bring 

you in a half hour. We had tried including gold at this 

length. 

HK Jr: Let's put it this way. The way I plan 

to do th1a~ill 1s supposed to come back at 2:30 and 

tomorrow he goes on the Hill. I want to clear that up -­

this missing part -- and I had promised Bell, because I 

don ' t know what Bell is going to say about these f i gures. 

Kr. Seltzer: Right. 

HY.Jr: But I figured that I had better be pr esent 

when you go over those th1nga. 

Mr. Haat: Oh, yea. Uh-hub. 

HU.Jr: Now, can I have t his copy at this stage 
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or do you people need it. 

Hr. Selt~er: No. 

HU!Jr: Well, Bell is coming in at five atnutea 
to one . Le me Just talk with h111. What I a11 trying 
to eay is the chances are t hat you will have the rest of 

375 

this afternoon. The President will not be back here tomorrow. 
Chances are I will not see him on this question until Saturday. 

(H!.l,Jr : Mr. llorgenthau spoke to Bell on the ' phone 
and Bell will work wi th the Secretary tomorrow at 3. ) 

HM,Jr: I have to get Uagill1 e first. It gives 
you fellows the rest of today and sorneti~e tonight give it to 
Ball . That givee blm a chance t o read i t and check it up so 
when he sees me tomorrow he does not get it cold. 

Mr. Selt~er: Will we get Uagill 1 s stuff t his 
a fternoon or t omorrow? 

HM.Jr: I don ' t know. You will get it sometime 
between now and midnight , because I am going t o work wi th 
him the way I did you f ellows on Sunday, eo between now and 
midnight i t has to be finished. 

Mr. Selt~er : Do youknow whether it is going to be 
very long? 

think? 

HW,Jr: I t will not be more than .two pages. 

!Jr. Sel tr:er: I t will run about two pages, you 

HL! .Jr: Yea. 

L!r . Haas: Only one item we have not got your viewe 
on and that1 e gol d. 

HU,Jr: Yes, go ahead. 

Mr. Haas: (To Mr. Selt~er) Tell thee what you had 
in mi nd. 

Wr. Selt~er: I was somewhat dubiou~ about mention­
ing it at all be~uee 1n so rar as you go bacx to the past 
we don' t want to give any more apace to t he paat than we have, 

Regraded Unclassified



37S 

- 7-

which is 7 pages . Your speech is devoted to t he present 
and future . Seco~, it you at all boast about the present 
gold position ot the country, you flag everybody on our gold 
sterilization program. For elCample, you bring up what 1e 
goi ng to happen to the Stabilization Fund , etc. , and you won' t 
have time to get into that. That, it aeece to me, is better 
suited to another speech. 

HM,Jr: It's unieportant, as tar as I~ concerned. 
It you think it1 s a mistake, out the window! 

Mr. Seltzer: We also have this other factor : that 
we are very much pressed tor space. 

HU,Jr: Are you? How many words have you got? 

Ur. Seltzer: You have got 'l:l page a w1 thout 
Twenty-eight pages i ncluding two pages ot Uagill's. 
to cut this down to twenty-three . 

Dr. White: You are not limited to time. 

Magill. 
We ought 

I:Dl Jr: Yes; on the radio 30 minutes, and I don't 
think it ougfit to be more than 3,000 words. 

Dr. Halla: No. 

Mr. Seltzer: No. 
we can get gol d in •... 

That would be about 23 pages. It 

HK,Jr: I am not crazy about it. SomebodY auggeated 

1t. 

oOo-oOo 
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FIRST DIW'l' OF TAX SECTIOtf 377 
PREPARED BY MAGILL FOR SECRETARY ' S 
NOVEMBER lOth SPEECH, DISCARDED 
ll/;3 AS TOO LONG AND DETAILED J'OR 
HIS PURPOSES. 

If ezpendi tvee can be he14 '1'1 ~n the Uld. '• 1 

haft ouWI!Md, U 11111 be poul ble f or the Oonpoen -

tereste of creat or t a1rneee. S1nee the re?enaee .aet 

be llalntalned a t thelr preeent leftl, lll orc1er to 

bnlaneed b1 1nerft4eee ln othere. BeYer theleee, I be-

lleYe that the tax struetul'e a s a whole eon be pat on 

onrlu!.uled 1n the llc;bt ot a ccepted etandru'ds of tax 

Juet1ee. 

One of the b ane st&Ddarc1e le tha t the burden of 
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o~ aal ... t~t 1t 11 reoe1nnc t:!lroa~ 1:he ~ tax. 

be or the l'e4eral sal .. taxea llrl enentiall.;r nahance 

taxea. atnee the1r 1ad1rtdual pel d 11 -n. e1noe ac\. 

1111n1at ration 11 d1rt1CilU• or a1Doe 1:he:r tall upon 

artielea or gener al uae. !be t ax atruotare aa a 111\ol e 

would be 1~~pro'l'ed thereft)re U' the d1reot nDd pla1nl:r 

known llabt.U t,. or the 1nco~ tax ,.re £ra.dUD.ll7 lllbat1-

tu~ed n,r a pa"' or the 1ftd1reet and h14Aen t ax llab1 U t,. 

- lllpOaed b)' t hese 3U!aanee taxea. I do not ndYoeate 

a broadall1DC ct the 1D~ t ax base. unlon the eon•ael' 

wt th a IJllllll tneomo 11 rel1eYed or eor.~e or h1• present 

1ti41Nn tax ~D. Koreeorll'. e&l'l'lld tnecmee. 1n .,­

optaloa. a. ..... a ellf#tt extenl1ort o~ the pref erential 

treatiHnt w!lloh 1:h4r7 - recetYa. !he t ax rc•tU1eD a11 a 

111\ole llllCIIIIlA be trellld 1n the ll;::tt ot the aYa11able 
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aata on the ae~ bul'lbn ot taxation, d1reet aat 1~ 

4lred, qpen the dltte:reat s.-. elu eee. 

!he Re•••a• Aet at 1936 •Ide 1~~p~~rtaat e!la~• 111 

the ae1hod ot tllXln= eozpora tt.one. !tie rreneftl P'Jll)OII 

'IJ'liJ to i nsure that corporate l neoilee, 'llhe1her reta1Ded 

tor uee l n t be 'buelneee , or d1s,rlbate4 ae d1~den4e, 

vould bear Uke ta.ue. Sl!lco there a re lecal dlttl-

cultlee 1n the "8:7 ot tllXlnc undi strlbut ed COJ:1> 0r a te t n­

cooee dlrect17 to the eha.reholder a , the end had t o be 

achl.aTed br aeane ot an lmdlatrlbat ed e&millbS t ax on 

corporaU one. We ha•• a eseobled and anal7zed the 1n!or-­

M tlon ehowft on the l a teet corporation 1ncoae t ax returna, 

111 order t o det eralne the etteetl •• rat ee and burden ot 

all J'ederal tulee apon eorporatlona ot dltterelrt shea 

111 \1le YaftCIIII 1r*strlea, ae wel l a• the opezoat10ft ot 

t:he t axel ln epeohl cneee. !'he aetnliiUlated dat a sbowe 
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and thro~ erecU. t 1 t o r pe.1t o.,erau nc loe• ••· 

lll I " -
'l'he t u on CIIIPlTal S2liftl Ml recelYed wlde~prea4 

cllaeu1aon l n the preu. ror reAeOna which need not be 

dltallld hel'l, 1t 11 dltt1cult to dense a 1:10tbod or 

t c.x1n& l1ldh ga1na, which 11 a t once rctr, and llr:r.>le 

enou{11 to uae on & tax r e t urn. I do not bel1eYe, hcnr-

eYer, tb&t thole eona14eratlona Justlty the repeo.l ot 

tho tax entirely. On t lle ICOI'I ot ca;pae1ty to ~, 1 t 

1e ha!'d to ne an:r Juatlt'1ca U on tor ellalnatln:; the t:u 

oft the pronta troa 1nYeutaents or ~;'eeulatlon•, uhll e 

l'ltal l\lng tt oft the 1nc\1Cie or the •rahant or the aalar1e4 

able a eCiftel11erable iJil?roYI!Ient 1n the ratea and 1ft the 

FILE COPY 
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•a.& fit taatl• UMlt. Ia pu1t-.Juo, PN'J'ld• 

lllloalA be .... tor 1&1'171ftllf -• a. 111t -.pt'-1 ~~ 

of Olle Jelll' tc be IQ):;,Ue« IIP!I'IIt 1he e.pt'-1 p.1111 fit 

1:he •bMclaem 7ear. 

I llhal.l aelrtton oJ117 a t .. .,,.. aajor toplee •• 

'lfll ch 1nrontat.lan will be preHBh4 tiD the Co~••· 

lbether or IIDt 1:he lnc- taz 11 to pro4ace relat1Yel.7 

a creator lhare ot 1:he J'edel'al •••••-•· 1t 111 .... ntlal 

t hat lneo•• ot U:te elae be nbJeoted to l.1:te treataent . 

OanNqttentl7, 1:ho o~UOlll aeee~ to
 t~e 1nteNat on 

atato all4 ..atatp.l obl1Cat10lle, and to ~ aalaPloe ot 

etate all4 ..atolp.l otnolale Bhoul 4 be en414 fDr \he 

f'lltiiN. 'De ~UOft8 allowable tor 1noo11o tu paJ'pOII" 

+wl• 1a &I ral oo.prtae thole open ... , lonee, all4 

reeu ow '*"• are 4ll'wt17 -••1ml4 bT the aetlrtU" 

.td.tlh .. at 11 ,.. ta..e •bJeetea to the tu;. SaM o:t 
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\'he hduottou, tniOh u t:bat tor pei'CMIIItate de:Plet!OD 

ellJOJed bf 011 IUid a11'11ftC eompantee, are Oli:HOeiTOI 

and o\'llere are not qa1te adeqaate. !'he ctM ~ a.n4 

the ntate ~ llho1114 be tu.~er ooo~•tet, pret erebl.7 

'ld.th a el DBle eet or rat es &n4 e:~:.sp\toM. ~.U7, 

a Ollie det1 n1 t e aon 1n the IU. rect1on or redllclng the 

present eer1ooe onrt._~Jp1ng o f: Federal 81'14 Sto.te ~· 

atcht 'lfllll be a ndertaltllll . 

Let ae srq ezatn ~at whateTer ehttnt;ee are nade 1n 

the tax etrltcrture, the tot al 71eld oust be !lln1bta1Jied 

a t the p:-eellftt l ""el , to -et e s t1cated expcn41turee and 

t o retire t he debt. ~~~ can be ade a t tM.s U ae, 

~,..,., 11'h1Clb wtll 1.-pron and etrelllr'hen our rennue 

117-'- a e a w'bole, tbl"CIIle'l a t a1rer d1atr1'but1on of: the 

to~al ~ bv«err U10f1G the ,.~CillO 1ne011e claeeee. 
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Present : 

Mr. Uag1ll 
Ur. Gaston 

383 

November 3, 1937 

10:30 am 

Hll~Jr: Let me do it in my own Cl'Ude YfB:/ . I 
don' t know t ~tIc~ do it . May I Just t ake a look at 
t he s peech befor e ~his first, to ~et t he feel of the thing. 

Ur . &a£111 : You had it or soceone had it inserte~ 
at.ou: page io. 

Hll, Jr: I j ust want to see what g oes ahead. I 
don ' t cnre ~here it goes . I a m going to talk now. 

~.,'\'- 1 Let us stop a t t his point and consi der the r evenue 
s i de of t he picture , a lvtays keepi ng in mind that t he t otnl 
revenue for next year must produce at lea st as much as it 
di d t hi s yea r . The Federal t ax system affects every wage 
earner in t he country and we ln the Treasury a re constantly 
studying t he t ax pr oblem so t hat (I am not going to use wage 
ear ner, but business man does not answer that -- t he man who 
pays t he taxes ; that l s what I want to get over. ) we can col­
l ect t hese taxes ln a manner-- as painlessly as possible .' 
(Tha t oon be explained . ) Let oe Just •.1se thAt word for the 
moment, because t hat ' s what I cean. 

'There is no que stion i n my mi nd that the present 
Feder al tax laws are , fl r et, entirely too compl i cated , thAt 
in many eases the cost o f collecti on exceeds the revenue, and 
ti"At t he taxpayer fin:\o 1t di ff1 cul t and burdensome not only 
to make out his tax returns , but in the adm1niatrat1on of hie 
business. 

' We i n the Treasury take t he position t hat if we 
find t ha t any oarticuler tax is a hardship on t he individual 
or the buaimiss man , '''e are more t han willing t he.t this par­
ticula r tax should be modified or withdrawn in favor or some 
other form of taxes which er e f a i rer and will produce t he 
seme aMount of money. 

'We reali ze t ully that t ne Federal Government 1a 
financed largely through taxes, end if •e are to continue 
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to collect the vast sums in the futur e that we have in the 
past the t ax l aws must be s o written and so adm1ni ster&d 
tnat t he taxpayer can continue to make a r easonable profit 
with a mi nimum of interference f rom his own Federal Gover n­
ment . We f urt he r r ealize that when onl y t wo a nd one- hal f 
mi l l ion people i n the Uni ted States pay Federal t axes' - - is 
that right? You ea1d 5 ,000 ,000 tax r e t urns. 

~~. Ua'1l l : That' s abou t right on income taxes . 
All of them payederal t a xes . You had bet ter l i mit them 
to i no orne tax. 

HU ,Jr: ' When only t wo and one- half million people 
in the United States pay income tax, it is entirely too few 
for thP country as a whole to take a real interest in the 
Federal ta.x pr oblem and, therefore , we feel that it i8 most 
important that the nuober of taxpayers be increased through 
lowerlne the exempti on&.' (I haven' t said anything anywher e 
I am Juat going to keep i t general . ) 

' To sum up the attitude of the Treasur y to~ards 
t he collection of r evenue, I wish to say that , f i rst , our 
fiscal pol icy for the next year, a s stated toni ght , i s based 
on our r eceiving a t least as much revenue next year as we 
do t~\a year. I n other to accompli sh this we are more than 
will i ng to sit down wi t h any individual or group and go over 
their tax problems and if we find that any particular tax i 8 
rnaki nf. i t di f fic ult for them to conduct thei r business or to 
oake a reasonable profit/ we stand ready to make publi c the 
results of our findi ngs . 

Mr. MaRill: Well , I think the general tone is good· 
There a re a lot of catcr~s in 1t because of the fact that 
anyone li stening to it or reading it will want to see what 
specific things you have in mi nd. 

I think the main point you want to make is one which 
underlies what you have sa i d · that i s , what we ought to be 
doi ng i s shift ing away from t he great number of taxes that 
we now hAve t hat t alce no a co.ount of ab1li t y to pay -- that i s 
the great batch of sales taxes - - over towards i ncome taxes . 

(Mise Chauncey went out to typ e up the Secretary ' s 

remarks . ) 

, 
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HM,Jr: Let me do this again. •Let us stop 

at this point and ooneider the revenue side of the picture, 

always keeping in mind that the total revenue tor next year 

must pr oduce at least as much as it did this year.• 

good. 
Mr. l~gill : The fi r st paragraph , the i dea ls 

Hll , J r: That's t he way to open it, i sn' t it? 

Ur. Magi ll : Yes. 

Hll 1
Jr: ' During the past eight months t he moat 

exhaustive studies have been going on i n the Treasury 

and many conferences have t aken place between individuals 

a nd gr oups with TrPasury off c iale . We have tal<en the 

position dur ing t hese conferences that if any particular 

tax bears down too severely on t he i ndivi dual or corpora­

tion, we are more than willing that this particular tax 

should be modified or withdrawn in favor of some other 

form of taxes which ~ fairer and will pr oduce t he same 

amount of money. ' 

Mr . ~ill: I have writ t en t h is: 'A number of 

adJustments ou~ to be made i n the income tax, bot h on 

individuals and corpora tions , nnd a number of nuisance 

taxes might well be repealed . We further believe that 

t here ought t o be a gradual shi ft f r om t he nuisance t axes 

t o t he income tax as a means for providing a greater pro- , 

portion of t he revenues required by the Federal Government . 

it . 
ffil ,Jr : All right , we will c et together again on 
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Let us atop at this point and consider the revenue 

side of t he pi c ture, always keeping in mind that the 

total revenue for next year muet produce at least ae 

much as i t did this year. 

The Federal tax system affects every wage-earner 

in the count ry and-~e in the Treasury are constantly - .. 
studying t he tax problem so that we can collect these 

taxes in ae painless a manner as possible 

There is no question in my mind that the present 

Federal tax laws are , first, entirely too compl i cated! 

tQ4t 1n many oases the coat of colleotion exceeds the 

revenue, and that the taxpayer f inds 1t difficult and 

burdensome not ronly to 1!18.ke out hie tax returns, but 

in t he administration of his business. 

We i n the Treasury take the position that if we 

find that any particular tax 18 a hardship on the 

individual or t he business man, we are more than willing 

that this particular tax s hould be modified or w1 thdrawn 

in favor of some other f orm of taxes which are fairer 

and will produce the aan:e amount of money. 

We realize full)' that the Federal ~overnment ie 

financed largely t~ough taxes and if we are to continue 
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to collect the vast sums in the future that we have 

in the past the tax laws must be so written and so 

administered that the taxpayer can continue to make 

a r easonable profit with a minimum of interference 

from his own Federal Government. We furt her realize 
when 

tha1/only two and one- half mill ion people in t he United 

States pay income taxes , it is entirely too few for 

the country as a whole to take a real interest in t he 

Federal t&."t problem and, theref ore , we 1•ht feel t hat 

it is most i mportant that the number of taxpayers be 

increased through lowering the exemptions. 

To sum up the attitude of the Treasury towards 

t he collection or revenue, I wish to say that, first, 

our f i scal policy tor next year, as stated tonight, 

is baaed on our receiving at l east ae much revenue 

next year as we did t his year. In order to accomplish 

this we are more than willing to sit down with any 

individual or group and go over their tax problems 

and if we !11)1 t hat any particular tax is m.akil'6 it 

difficult tor t hem to conduct their business or to 

make a reasonable profit, we stand ready to make 

public the results or our tindings . 
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November ~. 1938 

2:~0 paa 

Preeent (First part o! meet!. ng) 

Llr. Magill 
l&.r. Gaston 
»rs. Klotz 

Also present (second part or meeting) 

J.lr. Haas 
J.lr . Seltr.er 
l&r. Upham 
Dr. White 

HM.Jr: (Readi ng) 1 Let ua atop at this point to 
consider briefly the revenue side or the picture, always 
keeping in mind that the tax system must produce at l east 
aa much total revenue !or next year aa it ia producing this 
year. 

1 The Federal tax ayetem affects every wage earner 
and every business man in the country. • 

Make a note to change wage earner eo it will be 
all inclusive. 
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J.lr. Ga ston: Yes. I had in there'every wage earner 
in the country who worke !or a living' . 

HW.Jr: I will go through it. 

l&r. Gaston: The t ax system does affect them. 

HI&.Jr: (Finished reading the draft . ) 

I think this ie pretty good , but I think it can be 
refined . Let ' s do it right now. What do you say? 

l&r. Gaston: Yee. 

RI&,Jr: (Reading !rom the beginning.) •Let ua atop 
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at this point to oonaider briefly the revenue ai de of the 
picture, always keeping in mind that tbe tax ay etem must 
produce at least ae much total. revenue for next year ae it 
ie producing this year.• 

That's right , isn't it? 

~. Gaston: Yes. 

HK,Jr: (Continued reading) 1The Federal tax 
system affects every wage earner and every buainees man in 
the country. • Why couldn' t you simply aay 'affects avery 
wage earner, every farmer, every buaineee man' . Si mply aay 
it affects everybody in the country. 

llr. Magill: I think that would be better. 

llr. Gaston. Yea. Uh-huh. 

llr. Uagill: 'affects everyone' . 

HM,Jr: 'The Federal tax ayetem affects every one 
in the nation.! 1 
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Mr. ~gill: I like 'country' better. It aleo 
affeete , we hope, a lot of people who are not in the country. 

HM,Jr: Tbia is like a telegram. Why not say 'The 
Federal tax ayetem affects everyone. ' Period. 

llr. Magill: I would leave it tb1s way: every one 
i n the country • 

. HM Jr: (Continued reading) •we in the Treasury 
are oonetant{y studying the tax problem with two objective• 
always before ue.• Would you eay 'One.'? That's the way 
I would aay it . 

llr. Magill: Firat, and second. 

HW,Jr: 1Firet that the tax burden shall be dis­
t ributed ae fairly ae possible.• That's all right. I 
don ' t like the next part about the collection. 

Mr Gaet n: Make it •So that the collection of 
taxes shall be ae ~ittle burdensome to the taxpayer aa poe-
a'lble. • 
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lo!r. ~111: We ,.ere thinking of administration 
but I think co~ct1on 1a good. ' 

HY.Jr: I would leave out oollect1on. 1 Firet 
that the tax burden shall be distributed as fairly as p~s­
sible, and, seoond, 1 --how did yoo. put it, HerW:rt?. 

lo!r. Gaston: 'That the collection of taxes ahall 
be as little burdensome to the taxpayer as possible'. 

that? 

HK,Jr: Is that a correct statement? 

lo!r. Gaston: Yea. 

m.t ,Jr: Mag1lU 

lo!r . Magill: Yes. 

HM,Jr: You have two 1 poeeiblee 1 , 

Kr. Gaston: I think so. 

Do you want 

Ure. Klotz: I think you emphasize 1t a little. 

KM.Jr: (Continued reading) •It is with thee• 
aims that, by direction of the President, we have been 
reviewing the whole tax structure in the last few monthe 
and are Juet now presenting -- wnr not say ' and are Juet now 
i n process of presenting' ? 

"The study has not been directed toward raisi ng 
new revenue , but to determining whether there are inequali­
tiee and inJustices in the dietr1bution of the tax burden, 
whethe r there are some taxee whose coat of collection and 
whose burdensome effect outweigh the revenue gain, and whether 
we may simpli fy collection and make the taxpayer ' s record 
keeping lese difficult by changes in t he administ rative 
provisions of the law. • 

Hli ,Jr: I t hink that 1 e all right. 

lo!ra. ~lotz: Very long eentence. 

HK.Jr: Can you divide that aentence up? 

lo!r. Megill: Yes, we can do that. 
it into three. 

You can aalte 
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HK.Jr: Well, look at 1t afterwards. 
a question on it. 
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Just put 

(Continued reading) 1In making this allM'ey we have 
welcomed ••• • 'Welcomed' or 1 1nv1ted1 l 

survey . 

Xr, Magill: Well, we have invited. 

Kr. Gaston: True . 

HK,Jr: •In making this survey• •.• 
Study, 1sn1 t that a better word? 

Ur. Gaston: Study is a better word • 
• 

I don't like 

HK,Jr: •• •• we have invited the assists~ and ad-
vice ot groupe or taxpayers and i ndividuals. 1 Why not a1mply 
say we have asked the advice of taxpayers . That covers all. 

Kr. Kag1ll: Well, I like the groups; has a little 
different eignit1cancel l i ke the U. s .. Chamber ot Commerce, 
American Inet1 tute or Accountant a, Allie rican Bar Aeeoo1at1on, 
all or whom we have invited. 

HU ,Jr: All right. 

(Continued reading) •we want to hear about the 
taxpayer's dit t1oultiea. 1 Make 1t ' We want to hear the 
taxpayer's aide or the story. •we want all the facta we 
ca.n get , and we have been at paine to seek both facta and 
opini on. • I don't like the word paine. 

Kr. Uagill: Carefully? 

Kr. Gaston: We have sought . 

HU ,Jr: 'We have sought .' I admit it baa bean pain-
ful , but wbi say ao. 1We have aought both facta and 

Ura. Ilotz: It 1s not a strong sentence. 

HU,Jr: Can you atrengthen i t a little b1tl 

Ura. Ilotz: ' At pains' g1vea you the feel ot ax­
hauatively. 

ur. GAaton: What it meana, we have been at some 

trouble . 
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HK Jr: ' Have taken great ' 
like the woi'<\ pains. care • 

I just don't 

Krs. Xlot;: 'We have sought taota and opinions. ' 
Isn't that whit we really did? 

Mr. Magill: Well, I like ' sought' all ~ight. 

l!li ,Jr: Herbert, can you atrengthen i t? 

Mr. Gaston: I can' t think ot a word just now. 

• _ IDl.Jr: (Cont i nued reading) "Our tax revenues 
-,B"W'I!IIoe..;.,i;~ely trom ind1 Tidual earnings and businen proti te. • 

Mr. Magill: On that prertoue , I don't know that 
you need to make it any stronger, because it is an actual 
tact, as you know, you get the information without seeking 
tor it . It's facts that are hard to get. People areal­
ways glad to give you intorroation on what you have done, but 
you have t o be at paine to get the tacts. I think ' sought' 
1e O.I. 

cannot be 
must look 

HM.Jr: (Continued reading) •ot course, tax poli cy 
determined trorn one individual case alone. We 
at the whole picture . • 

Mr. Magill: Why not say we have tried to look at 
t he whole pi cture? 

IDl.Jr: We have. 

Mr. Gaston: That ' s claiming too much infallibility. 
This ie speilii ng in general; bow our ttax picture ie tramed. 

HK.Jr: All right. (Continued reading( •we muat 
take testirnoney and we must examine tax returns.• ' Continu­
ously' ' I guess that's all right. 

Mr. Kagill: I think that's all right for the pur-
pose. 

HU,Jr: (Continued reading) •we realize that our 
tax laws are too complicated. We reall:&e that there are 
inequities· we· want to elill1nate ae many ot tbem as we can. 
Taxation i~ not Just a Treasury problem, but it ia a problea 
bef ore all taxPayer•· All are entitled to subeit their ex­
perience a nd their opinions and it is our purpoee to aaet 
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1 t hem more than half way. • 

geet 
that 

Mr. Wagill: That' s rat her supertuloue, 
we might out t hat last out. We don ' t need to 
point. I t's conceded. .. 

I aug­
argue 

HK,Jr: We aald that at the beginning . 

(Continued reading) 1 The amount ot our income 
tax revenue i s only about hal t our total i nternal revenue 
and leas than t hree million people out ot 130 million pay 
income taxes. Both proportions are probably too small, \ 

"Both proportions are too amall . 1 I don' t get 
that . 
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Mr. Gaston: Strictly speaking, it should be ratios. 
The ratio of income t ax payers to the whole number ot inhabi ­
tants is too small. 

HK. J r: Do you have t o say that? 

r.l.r . Magill: You can out 1t out . 
sentence . 

It' s i n the next 

KU,Jr: I wonder if you could not make it better. 
I guess it1 s all right. 

(Continued reading) •we would be applytng the 
pri nciple ot capacity to pay more Justly it we were to re­
duce the number of nuisance taxes, and at the same time to 
extend the income tax. Taxpayers who are squarely con­
fronted with their own tax burdens are bound to take a more 
active i nterest in the way the money is being spent by the 
Government on t heir behalt.• 

Ur. GRaton: I n place of t hat ' and at the same time 
extend t he income tax' -- ' and at the same )1me 1m reaee the 
number of income tax payers.• 

HK.Jr: That1 e much better. 
it two sentences? 

Do you want to make 

Mr. Ueg\11: I think it would be stronger. 

Mr. Gaston: I t hink they are very directly con­
nected. It does not make any difference. It's part or t he 
same thought, however. 
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HU,Jr: 1 Less than three mill i on people out of 
130 mi lli on pay inoome taxes . • Make that a new aentenoe . 

(Cont i nued r eadi ng) 1To aum up the a ttitude of 
the Treasur y toward the oolleotion of revenue: Our f ieoal 
polioy for next year is based on reoe1v1ng as much revenue 
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as we are receiving 1n this fis cal year, We want to adjust 
inequali t i es ~nd remedy defects in the tax laws . In doing 
this we seek the help of the taxpayer, promising him a sympa­
thetic hearing. • fb¥ not put that in the past, the way we 
have the others? 

Wr. Gaston: 1 In doing this we have sought.• 

Wr. L!agill: ' and have given him'. 

Hl! ,Jr: (Continued reading) 1 I f we find that the 
operation of any particular tax is unfairly burdensome . • • • 
I don 't like unfairly. 

Mr. Gaston: Of course, the thought i s any tax i e 
burdensome . I t 1 s a question of whether he ' s being unfairly 
treated compared t o other tax payers. 

Hll ,Jr: Is it ' operation' or 'application' or any 
particular tax? 

Ur. Uagill: I t hink either. 

Wr. Gaston: or course you don't need ' operation ' -­
just 1 if we find that a ny particular tax is unfair. 1 

Mr. Magi ll: I like operation or application, for 
this reason: any tax is burdensome; on the other hand, the 
way it is appli ed or the way it operates in any parti cular 
business • •. • .• 

HK,Jr: Let ' s use operation. 

Mr. Gas ton: I think we mi ght Just drop out the 
whole sentence. 

Hl! . J r; What, the last? 

Mr. Gaston: tea. 

HK.Jr: Couldn't you eay eotlltlth1ng 11ke this : We 
alway• stand ready t o make r eoouendat1one to change the ta.x 
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law if we fi nd that ita application has proved unneoeaear1ly 
burdensome? Have you said that bef ore? 

lolr. J.!agill: Not qui te. You could say something 
like this: 1 In the next few months we expect to point out 
to the congressional committees instances in which it appeara 
that taxes are unduly burde nsome. ' 

HU,Jr; What I like about the last - - whether it ' s 
operation or application -- if we find the appl i cation of any 
particular tax is unfair, we stand ready to make public the 
reaults of our findings. What I am trying to get over there 
i s ~- what I am trying to say is if we find we are wrong, we 
are man enough to say eo. 

In doi rg this we have sought the help of the tax­
payer and have given him a sympathetic hearing. If we find 
any of t hese tax laws are unfair, we stand ready to say eo 
publi cly . If we are wrong, we are man enough to come out 
and say so. That's the note I would l ike to leave, because 
that's what I would like to do. 

l!r. Lla~till: That 1•ould make it even stronger. I 
like putting this s t uff in the past because I think it ought 
to be . Would you be prepared to say this: we have found 
the operation of some taxes are unfair and we stand ready t o 
make public the results of our investigat ion? 

HY,Jr: 1 We have found the operation of some taxes 
to be unfair and we are now presenting to the Comml ttee of 
Congress the i nformation that we have collected.' 

Mr. Magill: What we have learned in this way has 
i nfluenced the recommendations that we expect to make. 

HU,Jr: Let ' s make it: "If we find t hat the opera­
tion of any particular tax is unfair, we stand ready to say 
so publicly. 1 

• • • • 
The f ollowing came in and Joined the meeting: 

Mr. Seltzer 
Mr. Haas 
Mr. Upham 
Dr. White 
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HK,Jr : (Read the corrected draft t o the group, ) 

Now I am ready tor comments. 
I would like to ask Cy Upham, 

J ust t or our1oa1ty, 

Mr. Upham: I would think it is splendid. There 
i s repetition at the end. You repeat that you consulted 
the taxpayers . 

lll! ,Jr: I said 1 to sum up'. 

Kr. Upham: I like i t very much. or course, it 
may mean more to me. 

flli,Jr: What does it meant That's why I am ask-
ing you. 

Xr. Upham: I don't know what you are goi ng to do, 
but I should think that would mean some substantial change 
in t he undistributed earnings tax. 

Mr. Seltzer: You 
lower level of income tax. 
elus ive group. 

do know you are going t o have a 
You are going to have more in-

busi ness 
equities 

llr. Upham: 
in drying up 
in taxati on. 

Yea, but t hat does not mean stimulating 
the source ot revenue and removing in-

HK,Jr: The reason I am aski ng you i s, if you don ' t 
mind my saying eo -- what you have told me you want to see ue 
make aa many changes aa possible. The reason I am asking you 
before t he others talk, I wanted to know if this at all eatie­
t1ed you or, let ' a. say, you t lti nk it would in any way satiet y 
the New York Ti mes? 

Mr. Upham: Yea, I should think so i f you mean all 
these things; if you want to make taxes as little burdensome 
to the taxpayer as possible, and i f you are going through and 
accomplish that , I think that wil l sati sfy everybody. 

HM,Jr: You know me long enough now that I mean 
what I say . 

Mr. Upham: My only question ia does i t mean a 
little more to me when you say it. There 1e a ttueation of 
degree . 
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HK,Jr: Let me put it this way: We tried 1t a 
number or ways. We went up with de!1n1te recommendations 
which the President was not ready t o accept 1n 1ts entirety. 
Then Wr. Magill brought 1n s1x pages to boll 1t down and as 
Gaston said, We either did not go tar enough or we went too 
tar. So this thing is Just what 1s t he tax philosoph¥ or 
the Secretary or the Treasury. I very word I say here , I 
mean. 

Mr. Upham: That's tine. 

HU ,Jr: The President o! the United States has to 
read thle first, but everything I say here, I mean. 

Now, without making -- I coul d devote 6,000 words 
to talklng about taxes , but all I am attempting to do here 1s 
say what I mean. I am more than willing , 1! we are wrong, 
to say so publi cly. -,hat ' s what I want to get over. I! I 
am wrong -- speaking or those who are responsible out or the 
Secretary's o!!ioe or the Under-secretary' s office-- 1! we 
are wrong , I am sure I can talk !or Wag1ll on this, we are 
reRdy to say eo. In other words, neither Magill nor I are 
so interested 1n any particular form or taxes t hat we have 
to eave our races . Face saving doesn 't mean anything to us. 
But what I want to get over to you, do you think that this 
is enough. Does 1t mean anything to you 1n vi ew or the 
present system or barrage t hat we are underT 

Mr. U~ham: Yea. I thlnk 1t would probably inspire 
a good deal ofope in the New York Times and me. I think 
you wil~ !1nd people looking with a good deal or skepticism 
on Treasury talk , whether you are the Secretary or the Treas­
ury or anybody, about making taxpayers' recording keeping 
easier. People don ' t t hink you011n do i t. 

HY,Jr: Magill has Just got out a new tax f orm, 
with how many l ess words than before? 

Kr. Magill: Good deal less simple . 

Kr. Upham: I think 1t u splendid. There 11&7 
be soce quarrel with this: where you say less than 3 ,000,000 
people pay 1noome taxes. A good many people regard Social 
Security as income tax. 

HK.Jr: 
verbi age on this . 

I t ' s not so defined . We can go over the 
Either go in your room, Wag1ll , or go 
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home , and take eaoh word and g1ve 1t to me ·t he f1rst thing 
t omorrow morning . 
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Mr. Uoham: I don1 t see how anybody could ask more 
than that . 

~Jr: You don1 t th1nk anybody could ask more t han 
t hat 1n a t k on spending? 

Mr. Uoham: No. 

KM.Jr: Now, Mr. Haas. 

~ Wr. Haas: What occurred to me as you read 1t -­
the f1rst one · I jotted down, I think repeated twice i n the 
statement, that we must have a tax system, or whatever 1t 
1a called, which w1ll produce as much revenue as was produced 
thls year. The thought 1n the other part of the s peech 1s 
better expressed 1f we say that the tax system must produce 
the same amount as the present system would pr oduce. You 
see, what 1f you get a sharp decline on business. On t he 
basis of that 1t would mean you would have to incr ease t axes 
1n order to keep 1t up to the level of this year, wh1oh 
would make t hat conform to what you have said 1n t he other · 
part of your speech. 

HU.Jr: Wal t a minute! Wait a minute! 
want a tax syst em that will produce $6 b1ll1one? 

Don1 t we 

Wr. Haas: Yea. If 1t was in operation in 1938 
t hen 1t would be identically the same strength as t he pres­
ent system. I n other words , under the same cond1t1ons. 
But 1n 1939 1f business continued down, you might have to 
have a much stronger system to produce $6 b1111on 650. 

HW.Jr: I don ' t get it. 

llr. Haas: Put it this way: that this year, 1938, 
the present tax structure w1ll prod~ce $6 b1ll1on 650. If 
business cond1 t 1one are t he same in 1939, 1 t also w1ll pro­
duce $6 b1111on 650, but th1a statement say s here that we 
must have a tax structure 1n 1939 which w1ll produce 16 bi llion 
650 and I take it to mean t hat regardless of what business 
conditione are , if businesa condi t ions go down the preaent 
structure would not do that. 

HW.Jr: No. No. What do we say 1n the reet of 
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of the speech? 

Mr. Haas: In the rest of the speech we say that 
the tax struct ure -- you don 't bring up this particular 
point because you did not discuss taxes. What we had in 
mind was that the tax structu r e would have the same strength 
as the present tax structuro; in other words, if after you 
get t hrough Congress i s closed, you have a new tax bill 
if you repeat 1938 over again you would get the same re~enue 
as from the present system. 

~r. Uagill: The same statement appears here . 

HU,Jr: I a m going to l et WagUl orr. He does not 
mind s truggli ng with it unti l it is finished tonight. He 
can gi ve it to me tomorrow. 

Dr.Seltzer: You a r e either saying nothing other 
than repeating the text book things or saying a good deal. 
What I mean is, here you are voting in f avor of fair or un­
fair t axes . Well, everybody dose . You say that the law 
should be so written and admi nistsred that the taxpayer can 
continue to make a reasonable profit . I don ' t know whether 
anybody would disagr ee with you there. I don1 tthink it 1 s 
wort h saying unless you believe and want to say that the ex­
isting laws, i n your opinion , should be changed because they 
unduly hinder this thing. As i t i s , you kind of have a 
homily that might be said by anybody. 
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HU,Jr: Well , you f ellows are just traveling this 
road. We went out -- extra , extra conf i dential -- llr. Wag1ll 
and I, with specific recommendations, everf 1 t 1 crossed, 
every comma, every period. Well, we didn t get it a crose. 
Wr. Magill spent yesterday trying to reduce it to 6 pages and 
being specific again. After going over it this morning we 
are attempting to say lese now. I had hoped when I gave 
the speech, next week, t hat llagill 1 s statement would be out 
today , but it isn ' t , eo we have a vacuum. So I get up and 
t alk about spending and don ' t aay anything about taxes. I 
will be just as direot·ae you. I can't talk about speoifio 
taxes because I don ' t know where I stand. Now, ie '·t better 
to say nothing, or the t hings in there - - to its full i m­
pli cati on. I mean, we should not have eo many taxes that 
are heavy. I don't think it ' s r i ght or fair to have a 
man -- Federal plus State pay 8~ i ncome t ax. I t hink we 
are drying up the source and we have that on the books and 
when a fellow wine he bee to pay 8~ and when he loses, 1~, 
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and we are drawing t hose funds from usef ul purposes. A 
lot of other oases like that and I don't believe that that 
sort of thing - - I think we ought to encourage people to 
use their money and when they die we will get it . I told 
that to the President. I have to be very frank here and 
t he President it he will approve it and pass it -- and every­
thing in there I think I ca.n say we mean to its full l11Ut. 
We have gone around the other way on certain definite things 
and I think t ha t only two people can say it, the President 
or myself, and t h e President is not ready to t alk and I am 
and I think the taxpayer is entitled to know do I think the 
business man should be entitled to make a reasonable profit. 
I do. 

Dr. White: You are s aying it all right; if you 
mean to say it, that ' s fine . 

HM,Jr: I mean t o s ay it. Magill took a month or 
t wo months to write the other t hing . We could not get it 
across . Now I think somebody t or t he Administration -- do 
we mea n that we are going to run this Governmert; through 
tax on wealth or are we going to do it t hrough income ta.x? 
I think the situation is bad enough that the Secretary of 
t he Treasury or the President should say i t and I don't think 
anybody is going to laugh at it when I get up and say it. 
I t hink they definitely want to know aDe we going toward& 
Sta te socialism or continue capitalistic? Revenue is baaed 
on a capitaliatic ayetem and I bel ieve in it. I think the 
situation is bad. But Larry is t alking that it is unneces­
sa ry. 

Dr. White: No, in Justice to him, he means you 
are either saying something or not . 

Ur. Seltzer: What I am batting about is you are 
saying something . Either you are a consummate politician 
and want to say something that nobody could tag you tor 
afterward-- I mea n 1 t hat law should be so re- written and 
so administered'. 

Hloi , Jr: Larry, tor Heavens sake, who has said 
that. Who has said anything like that. During the last 
six weeks this country has Just been going down so rapidly 
and these tellowa want to know what does the President and 
the Secretary of the Treasury think aa tar as the businesa 
man's profits go. Are we going t o have capital levy or are 
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we going to let them ttay in busine••· Are we going to 
do it the way they do in Italy, take 1~ of all the capitalt 
I mean , I don ' t know where fOU have be•n livi6g, but people 
Just want to know and I don t know that the President will 
let me say that, but if be will, I would be tickled to death 
a week from tonight to get up and say it. There is nothing 
mealy-mouthed about that. I can' t get down to specific 
things, that I would abolish this and modify that and replace 
it with another. 

Mr. Seltzer: I don ' t think the alternative is that. 
I th!Dk the alternative ia saying I believe that cert ta1n of 
our laws, without o1ting them, have this effect. 

HY.Jr: I think we have gone aa tar as we can. I 
t hink Uagill ought to go 1n his room, take 1t and do what be 
can with 1t. 

oOo-oOo 
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Lot U!l atop &t thh point to cona14er br iet'l y the revenue eide 

or the picture . t.lnya bepil'l~; in zo1nd th&t the tu ayat.. .. uat produce 

&t loaat as much total revenue f or neoct yeo.r o.e it 11 producin;; thh ynr. 

~ 
Tho Federal t ax ayetem e.f'fecte e very,("'*&' u&Iner c:d: •••P.J· 'i, ten·· 

in the country. 'lfe in the 'fre&aury ue ooply ·~ the to.x 

probletl with two objootiTOI &brays bot:or~ ~tho tax burden ahlll 

bo distributed aa t'&irly u pocsib lor 11
that the colleot~on ot taxeo 

shal l be ~· n1rp'· a ' co :on1 · nt d} aa littl e burdenecme to the tu-

p&yor a.s ..- poalibl• • 

It ia with theao aima that, by direction ot' the President , we 

h&ve collected. Tho atudy baa not been directed t(IIII'&J"d r&i•in;; new 

ro-.onue, but to determ1ni n& -ther thoro &re inequalities and injuat1ou 

in tho distr ibut ion ot' tho tax burden, whotho r thoro are acJ:te t axea 
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'ribose cost or collection &nd 'lltlooo burdenaoroo offect outweigh tho z-.vonue 

g&in, and whether-~ a implity colloctian aD4 Mko the t~or'a 

record keeping leu d11'1'101.ll t by cha.:agea in tu a.dm1n1atratiTo proviaiOla 

or tho 111'1'1. 

iJ:ij..~ 
In oeking thic ~11.,., ha.vo wal:e ••i~the auhta.noo aD4 tho 

"~ . 
advice ~1\ot ~ra and of indJ:ric!l.l&la,. lfo nnt t.o hoa.r 

. ~~"6~ /~ 
~tho t axpayer' 11\iittiudtl u,. Wo want all tho facta wo ca.n ~ot, 

~ 
and YIB havoA.Mc · t pa:bra tc •oek both faota and opinion. OUr tax 

revenues come lo.rzoly from individW>.l oarn1n;;a and buaino&a !'rofito. lfe 

do not w1oh to roto.in 1.-riea llhich ha.,.. tho oftoot of drying up tho 

aourcea or tax revonue . Tho lo.wu should bo ao wr1 tton end edl:lin1 ate red 

tl\nt tho taxpe.yor oa.n continuo to mel:e a roo.oont.blo pr ofit w1 th o. minilnllll 

ot interference trota hia own Federal Gov'e,_nt , Ot oouree , t o.x pol1oy 

ca.n not he dotorn1nod trOll ono individl.l&l oa,. o.lono. 'ifo ::wat look at 

tho 'rlbolo pictv.ro . lfe ww.t take tostimOn)' o.nd we must e xm:U.no &C>tual +6.-t' 
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\Te roallH that our tax lan are too oaspllcated1 • wut t o 

Nko them loss ·~· ll'o roal1H that thoro are !Dequit1oa1 ...., want to 

olininate aa many of them aa we oan. i'tkitiOR I I nut JOlt 1 llii&aty 

them mpm then hal! A&) 1 

'fho e.cowt or our inoot~e to.x rovonuo i' only about halt our total 

intornal rovon..,.~aa than throe million people <Nt of lSO Cll.llion 

I"'Y incODe te.xeo . 
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be applyinll tho prinoiplo or oape.oi ty to p~ more juatly it we ... ro to 

::to. ~CA.!<.~ -:tP. ~"""-' 1 ~ViA vvvv fb4 j~.PJ-)4Jc 

roduoe tho nu:ibor ot n.uiae.noe tax••• and a:t the CN30 t1mo lltn h.., .,._ 
~ 

his 1 hots !o.xpayera llho are squarely confronted w1 th their!\ to.x burden!. 

o.ro bound to take a more activo intoroat in tho 'ft¥ tho aaaoy 1a being 

a pent by the GovoJ'liiiiOnt on tho ir be halt. 

'fo a\1!0 up tho attitude or tho Treaaury towo.rd tho oollootion ot 

rovon..,., OUr 1'110&1 polloy tor naxt year 1a baaed on reooiving aa auoh 

rovozwe aa we are reoeirllljt in tbio tiac&l )9&r• We want to adjust 
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-'-
illequalitha cd r-ely 4eteota 1D the tax lt.n. In doing tb1a w J...rt _...,..,.._...., 

-~~~ 
lld't the help or the tup-.yer, prn'eh'Ahia & ayapatMti o bearing. lt 

n tind that tM ~~ p&rticu.lar tax 1a unt'&ir ... ,.,.bowmiMI'-~• 
wo atand ready to make publio the ruulta ot our t1n41nga . 

Regraded Unclassified



Present: 

November 4, 1937 

9ao 

l.!r. ~111 
Ur. Upham 
Mr. Gaston 
llrs. Kloh 

lill . Jr: (Reading the attached draft ot l!agUl' s 

part ot the speech on taxes.) 

406 

Why do you say ' By direct i on ot the President'? 

(first line, third paragraph. ) He did not direct us to 

do that, did he? 

Ur. Me.~ill: Yes, he did. 

HM.Jr: All right. 

Mr. G3ston: First, as a matte~ or fact, ne did 

!n calli ng on Doughten a~d Harrison a year ago and aga in 

in the April 2nd message . 

HM,Jr: (continUing to read) 

"** we have been rev1ew1ne t he whole tax structure 

in the last few months and are Just now in t he process ot 

present i ng to a committee or Cor~ress t he informati on we 

have collected. The study has not been directed toward 

raising new revenue but to determini ng whe t her there a r e 

inequalities and injustices in the distribution of the tax 

burden, whethere there are some taxes whose cost or collec­

tion and whose burdensome effect outweigh the revenue gain 

and whether we may s i mpl i fY collection and oake t he tax­

payer ' s record-keeping leas difficult by changes in the ad­

ministrative provisions ot t he law. • 

Mr. l!agill: I th1nlt you can leave out "by ohangea". 

That was a phrase I fought for yesterday. 

HM. Jr: Leavi ng it out makes it all the mor e 1n-

elusive. 
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Mr. HsgU l : I think l eave it out, because as a 
matter of tact we hAve been s i mplifying it by administr ative 
changes irrespective or the law. 

Hll.Jr: I wanted to say s ore thing runny. 

Mr. Hagill: Yes; i t ' s early enough t his morning. 

morni ng ! 
Hl! ,Jr: I want to introduce the new Mr. Ma~ll t his 

(Continuing to read) 

"I n maki ng this study we have invited t he assistance 
and t he advice of groups or taxpayers and or individuals. We 
want t o hear t he taxpayer's side or the story. We want all 
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t he f acts we can got and we have sought both facts and opi nions. • 

I want to say 'obtained' inatead or ' sought.' 

Mr. YAgill: I t hink so, and maybe we will get a good 
laugh out or thAt . 

BM, .r-~ : (Continuing to read.) 

"Our tax revenues .come largely from i ndividual earn­
in~s and business profits. We do not wish to retain levies 
which have the effect or drying up the sources of tax revenue. • 

I would say •we do not wish to illlEose levies which 
tend to dry up the sources of tax revenue. That's stronger 
and simpler. 

Mr. Gaston: Yes; it's good. 

Hll . Jr: ( Continuing to read) 

•we reali ze that ou r tax laws are too complicat ed; 
"e want to make them less so. We fealize that there are in; 
equalities; we want to eli minate as many of theo as we can. 

You say t hat up above. 

Mr. Magill: No, not that . 

HY Jr· •we realize there are inequ1t1••; we want 
t o eli mlnate ' as· many ot them as we can. • Don ' t we say that about 
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1nequ1t1es on t he first page? 

termine 
and say 

Mr. loll>g1ll: You say we have been try1.ng to de­
whether there are inequalities . Now we coce down 
we renlite there are inequities. 

HH,Jr: Is that 9aragraph necessary? 

Mr. Magi ll: I don ' t think it ' s necessary. 

HLI , J r : It ' a just r epeatinB· 

Mr . llagill: I think it's a good statement. 

Hl! ,Jr: I t ' s all right. 
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llr. Gnston: I think it is thP proper way to round 
it out . 

Hl.l,Jr: All right. 

( Co~tinu1ng to r ead . ) "The amount of our income 
tax revenue is only about half our total internal r evenue. 
Less than three million people out of 130 million pay in­
come t axes. We would be applying the principle of onpaoity 
to pay more justly if we were t o reduce the number o f nuis­
ance taxes and at the same time to increase the number ot 
income tax payers .• 

You mean reduce t he number ot nui sance taxes? 

Air . Magill: No. 
taxes on sales. 

Reduce the number ot hidden 

HM,Jr: No, because you say it is a hidden tax 
you can' t be expected to know what we were t alking about. 

Yr. Gnston: I think t here 1& another way ,of 
going a little further. I ~ould say , 'Because or taxes 
hi dden in t he cost or merchandi s e' . 

Ur. Uagill: It's short. 

Mr. Gaston: But tha t conveys the i dea that it 
is hi dden in the oost of what you buy. 

HM.Jr: Because he never will let that go by, I 
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mean t he word 'hidden ' . Re will never l et it go by. 
He won ' t want to adm1 t t hat, 

Mr . Gaston: You oould say ' taxes that are in­
cluded in the cost of what you buy '. 

t he word 
and t hnt 
taxes on 

HM,Jr: He will never l et t hat go by. I t hink 
to ~~e, a nd that i s a word he has used hi~self, 
i s reduce the number of consumers ' t a xes -- or 
the consumer . ' 

llr. Gaston: Consumer t axes is good. 

Mr. Magill: One question I would have on consumers ' 
taxes is that i t 1s s!~ly a t nchnical questi on . It's a 
questi on of how technical you are supposed to speak or t o t he 
porson readir~ it, but I think it is perfectly descriotive. 

or tnxes 
will let 

ffi1,Jr : I know he will never let me say hidden taxes 
hidden in what you buy , in your merchandise ; but he 
me say consumers t axes . 

Hr . Gaston: 
taxes on consumers . 

Instead of saying consumers ' t axes , any 

Mr. Uag1ll : No; that' s worse. I would rather say 
consumers ' taxes . J ugt a question of how technicall y you 
want to speak. Your l i steners will understand what you mean . 

Mrs. Klotz: Wil l i t be incor rect? 
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Mr. Yagill: I t ' s only incorrect in this sense: there 
is a t ax on the aut omobi le you buy. Techni cally i t ' s a tax 
on the manuractur er. Ac tual ly you will find it is billed to 
you separately when you buy the oar, so it' s a consumer's tax 
in the sense that you obviously pay it as such, but technically 
it ' s not on you. 

Mr. Gast on: I t is a hnir-line di stinct i on. Some 
States have a gasoline t ax which i s a tax on t he man who sells 
it, but i n the other States it is on the person 11ho buys and 
has exactly the same effect . 

HM.Jr: Any editori al writer pick me up on t hat? 

.:r. !.!agi ll : I would not t hink so, because the 
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edltor!al ~r1ter woul d classify all manufacturers' 
ae consumers' taxes. taxes 

Mr. llpham: Yee , I agree with t hat. 

Mr. Gaston: Yea . 

4::.c 

say 
tax 

IDA,Jr: And the interesting t hing is, Wallace can't 
anyt hing because he ~oee not consider processing taxes a 
on t he consumer. 

Ur . Magill: ~uet be a nice blind-fold, or wor se. 

~,Jr: But , you know , t hat is hie position. I 
would like to use the word consumer , because, just you and 
I t alking , when is t he consumPr golng to get a brea~ out of 
this Administration? I like the word consumer. 

Mr. Gaston: You hit into a complex t here of al l 
t hese consucere 1 associations t hat tight sales tax. 

tlrs. Klot z: I objected t o nuisance because ·I did 
not understand it in that esnoe . 

sumers? 
Internal 
believe. 

Mr . Uagill: Do you want to say taxes paid by con­
Because then you would be accurate. Even the 

Revenue Bureau would not object to that , I don't 
I thlnk you had bet ter say consumers ' taxes. 

HH,Jr: I personally like to play on t he word con­
sumer and I am, some-here else in t he speech, not saying it 
so bAldly, when i s the cons~er going to get a break? But 
in the thing on Agriculture I MY want to br ing i t i n -- we 
may push the consumer too near the wall and the~ he might 
start to react . Here's a whole mass of t he populati on that 
we mi ght get en the side of the Treasury and t hat's the house-
wife . On a certain level of income, people will spend Juet 
eo much tor beet , pork, and no more. 

Make it read: 0 I would l i ke to reduce the number 
ot consumer taxes and at the same time to incre~se the number 
ot income tax PaYers . • 

(Continuing to read) •Taxpayers who a re squarely 
confronted with their own tax burdens are bound to t a ke a 
more active interest in the way t he money 1s being spent by 
t he Government on their behalt.• ; 
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This is what I would like to say. I think that 
is kind of weasley. 'Taxpayers who are squarely confronted 
wi t h their own tax burdens are, of course, much more keenly 
a live to t he "'lll t he money is being spent by the Government 
on their behalf .' 

Mr. Magill: I think that ' s all right. 

H11,Jr: Is that all r i ght? 

Ur. Uphac : I l i ke it bet ter. 

Ur. !agill: It's quite all right. 
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HU,Jr: 'Active interest ' does not describe the way 
the t axpayer f eels today! (l.!uch lawrhter froc the group. ) 

This i s t he way I have 1t: Taxpayers who are squarely 
confronted with their own t ax burdens 

Mr. l~gill : •.•. ar e bound to be more keenly alive . 

Ur . Upham: Than what? 

Mr. Magill: Your 1 t hnn 1 is in the pr evious sent ence, 
1n substance , where you are t alking about consumer t axes. 

H11 ,Jr: 'Taxpayers who are squar ely confronted ~ith 
their own tax burdens are •...• 

wr. Ma~ill •.•.• bound to be keenly alive to the way 
the money 1s being spent .' 

HJ,l ,Jr: • are <1.0und to be keenly alive to the 
way t he money 1s being spent by their Ooverncent on their 
behalf. 1 

!.lr . Unham: . Stop at Government . 

Mr. Magill: That 1 a better . 

behalf ' . 
Mr. Upham: I di dn' t like 1 the1r Government on their 

how they 

1 k to leave i t off .Not so keen on 
H11 ,Jr: I would i e t hemselYes, but on the other 

are going to spend 1t on 
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fellow. ' Keenly alive to the way the money is being 
spent by their Governoent. 1 

(Continued reading ) "To sum up • •. • 
'•nnt me to sum up? 

Do you 

L~. Unham: Sounds l i ke you are summing up your 
speech. 

Mr. Magill: I have added this: 1 The Budget now 
nearing completion i s predicated on a definite estimate 
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of recei pt s , based on the existing tax struct ure. It is 
a cardinal poi nt that the tax system, as r evi s ed , must not 
yield a smaller r eturn for 1939 thon t he present syst em would 
yield .• 

morf' . 
HU,Jr : I am going to read the whole thing once 

I think it 1 s all right . 

You don ' t think that that last t hing there would 
not come up in the front, ins tead of t he summati on? I 
think that ought t o come in the second sentence . "Let us 
stop at t his point to consi der briefly the revenue side of 
the picture. The Budge t now neari ng complet i on is predi­
cated on a defi nite estimate of receip ts, etc. ' 

Ur. Magill : Yes. 

Hll .Jr: I would leave out briefly. I t deserves 
plent y . Why say briefl y? Then the new par agraph: 'The 
Budget now neari ng completion , etc.• 

llr. Magi ll: The objection occurs to ce , just as 
a matter of continuity of your thoughy, yo•J !U'e t alki ng 
about revising the system befor e you say anyt hing about the 
character of the revisions . 

lira. Klotz: Yes. 

!.lr~ Magill: That' a the previous two pages. You 
are telling t hem the r easons why the system might be r e­
vised and then this , it seems to me , ohould come at the end. 

Mr. Gaat on: I agree with Roswell on that particu­
lar point. You hive 9r evi ouoly in the speech considered 
t he revenue side of the speech fro~ this standpoint : whether 
we ought t o have a great deal of additional revenue. Now 
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you are consi dering the charact er or taxation. At the 
close you are merely expressing thoughts you have exoressed 
in other parte ot the speech. It ' s a revision within the 
present limits or yield . 

Mr. Hag ill: 
you wanted to , because 
new thought . 

You can cut that out 1 to sum up' it 
the tirat couple or sentences is a 

Hli ,Jr: Yes . That ia what was bothering me. 

Mr. Gaston : It could well be cut out . 

Hl! ,Jr: Si mply say, 1 The at t1 tude or the Treas'.lry 
toward the collection or revenue is •... • 

!!r. Magill: Now, ' collection ' is not a very good 
word. 

!Jr. Gaston: I would cut that whole sentence out. 

Mr. Magill: I think I would too . 

l!r. Gaston: I would cut that entire sentence out . 

Hlt ,Jr: Here's a tunny thin&• I don ' t get it yet 
in the thing. 1 The Budbet now nearins completion ie predi­
ca ted on a definite estimate or receipts, based on the existing 
tax structure. I t i s n cardinal point that the tax syete~, 
ae revised , ~~at not yield e smaller return tor 1939 than the 
present system would yield. " But ~hat a bout it busi ness --
does that cover --

Mr. ll.agill : That covers it, you see . 
tion in one sense ie an open- ended proposition . 

Hll ,Jr: That 's all right. 
'.That time are you due on the Hill? 

good. 

Lr. Hn~ill: I don't know. 

HH ,J r: (Then read the dro.tt aloud. ) 
I am satisfied. 

That proposi-

I say 1t 18 

Mr. Upham: All the way through I heve had a l i lti ng 
tor that word nuisance . I am afrai d people are goi ng to say, • 
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'What do you mean whon you want to get through wi th con­
sumer taxes . ?' The biggest consumers t ax 1s Soci al Sec­
urity tax. • 

HU,J r : The Presi dent will say, "Oh , how about 
liquor and ci gar ettes? " 

llr. Magill: Yes, that ' s more l i h! ly . 

t heo. 
llr. Gaston: But we are not goi ng to get rid or 

llrs. Klotz: Nuisance ~ax to me always ~ant an 
uni mportant thing . 

!lr . Gaston: You a re quite right. 

Hr. U£ham: I am shooting for big game . I agree 
vr1th liagill . t 1 s a strong statement and a good statement . 
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HU ,J r : I f t he President passes t het word , then he 
has to f ace i mmediately after that hiarv1n Jones and his process­
ing tax. 

oOo- oOo 
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Let us stop at t hie point to consider4tlefl y the 

revenue side of the pioture, (always l!eepln@:. !:n ud:ud •hat 

the tar a)"sta• ll\leb ptodaee at least aa m~otal re_v 0 nuL 

1-eP MKt yaeP ae 1t 14 producfiig th"ls ~.1 
The Federal tax system affects every one in the country, 

17e in the Treasury are constantly studying the tax probl em 

with two objectives always before us: First, that t he tax 

burden shall be distributed as fairly as possible and, second, 

t hat the collection of taxes shall be as little burdensome to 

the taxpayer as possible. 

It is with these aims that, by direction of the President, 

we have been reviewing the whole tax structure in the last 

few months and are just now i n the process of presenting to 

a committee of Congress the information we have collected. 

The study has not been dit·ected toward raising new revenue.( 

J4, ~::tt:~~~ht:r ~~~~:e inequal1 ties and injustioee 
.......... 

in the distribution of the tax burden, whether there are some ,. 
taxes whose cost of collection and whose burdensome effect 

~ c:tl {.r.~ w-t.. ~ 
outweigh the revenue gain,. aDd- ~!\.,.her we mey simPlify col-

lection and make the t axpayer' s reoord-keeping less difficult. 

' t he , ,., 

In making thle study we have invited the assistance and the 

advice of groups of taxpayers and of individuals. We want 

/ 
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t o hear the taxpayer' a ·aide of the story. We want all the 
~ 

and we have soagl11j\both facts and opinion~ facta we can get 

~Our tax revenues come largely fro c individual earnings and 

bus iness profits. We do not wish to ~levies which 
-u.v....~ 1;;,-&-,......., 
have t he ~t et ~ up the sources of tax xrevenue. The 

l awn shoul d be so wr1 tten and administered that the t axpayer 

can continue to make a reasonable profit with a mini mum of 

· interference from hie own Federal Government. Of course , 

t ax policy can not be determined froo one individual case alone. 

~e must look at t he whole picture. We must take testimony and 

we must examine a ctual tax r ecorda and returns. 

We realize that our tax laws are too complicated; we 

want to make them leas ao. We rea lize t hat there ar e inequities; 

lis want to el1.minate a s many of them as we can. 

The acount of our i ncome tax r evenue is only about half 

our t otal internal revenue. Lees t han three million people 

out 
~ ~ ~ .::r:z,.,.. 

of loG m1111 ay income taxes. "e would be applying 
-· 

the princiJ?le of capacity to pay more justly if ne were to 
r 1 ~--"'~ ~ \. ~ t s lCCJCC* a: t' Qp_.,, 

reduce the number of •""••" t 1 a, and a t t he same time to 
1\ 

tax payers . Taxpayers who are 

thei r own tax b~rdens :.:?1-ltowiCI to 

-toke 8 more en+ ' •• l llhx&at ~ the way t/" is bei ng 

spent by ther'rGovernment GR .tftelz belml:t• 

l.o sun ._., the at blbuda of the IFOiiiUfY tbWQIU tli& oollaatl1a 
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..-et at . Ottr fieeal pol1c;, fot nex• y·ear ie 'Baeea en 

7ece' v1 ng as much revenue 9 • '8 APe reoet•1r~ ift tftle 
I 
~· We want to adJust inequal1 ties and remedy 

detects 1n the tax laws. In doing this we have sought 

t he help ot the taxpayer and have given him a sympathetic 

hea ring. It we tind that the operation ot any part1oular 

tax 1e unfair , we stand ready to say so publicly. 

41 7 
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Let ua dop a t ~. pela\ to -•14er tlle .. ,.._ 
a14e of ~ plo~. 

!be PedeNl ._ azatM affHh • ...., ... 1a ~ ... 
••-'17• "• 1a tho 'l roaol&r)' aro ooaotaaU7 at~• 
\be tu probl" wUh two obJooUna al~a 'MfoN ut 
PiJ•et t t hd tlle tu ~- a hall M 4hh•UNto4 U falPlJ 
u po .. lblo &114, •-•· that tM MUMU .. of -.. 
llball be u lUUo ._ ...... ,._. to tiM tuPazv ao po .. lllle. 

U h orUh U... alM t bat , b7 411'00Uoa ot \be Proo-
14ont, n ban booa renowt.., the .tlolo tu etli'Uoture 111 
\be lao' f- ooa~ aJICl aro Jaot lloor 111 t ho prooo .. of 
proHatlJic to a --'"" ot CoiiiJNOI t b.o lnfo,..uoa .. 
ba" ooUHtee.. tta. ottl47 hao aot llooa 41reotect towaN 

wlle~P t hero are l,.....UUoo aD4 1aJuoUooa 1a tlle 41o­
tnlNUoa of the tu ......,. • .-1 wbltber tbero aro .... 
tuoo wbNo -· or ooll .. Uoa aJICl wboH 'llllr4ell.-o otfMt 

oallMUoa ..a aake tbe M'IP&7er'• I'Mer4-.koepliiC lo .. 
41fft.-alt. 

Ia ••'• t~ato otta41 .. .._.,. unw ttae uatetoaM 
..au.. a4YlM of...-.. or ... 'Q'el ... u« at 11141Y1411ab. 
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_., all tM fute ..... ••' ..a .. Mft oMal..e Mal 

, .. , .... -lllou. 

Ou tea ......... 10111 1arcll7 ,._ lnUne.al •an­

lnc• all4 tNeU.•• PNfUe. • • te aot wta •o ••••• 

11n11 wbllh ._ .. \o U7 • P the '"""' ef tea ,... ... 

fbi 1 ... ebo\ll4 be •• tn'l"n ... &dlllllilbret 'b&' tbe 

...,., ..... OOftUINI '• llalll & ft&i11Mb11 pNft' wUil 

a 111111- of l n\OPt.,._ f .... ble o• r oaeral Go.• .... •'· 

Ot OO'Qftl1 tea pe1l17 ..... , M 41\ll'lllM4 f,.. 0111 la-

UY1411&1 oue a1o•• We aaet 1Mk a\ tbe ~ ple\'Qft. 

• • .aet take toe\1-r all4 •• ••• elrUilae ao\11&1 tall 

1'1101"41 alld ,., ..... 

• • reaUae \bat O'D7 tax :tan a re teo o~Uoatlf.a 

.. ••• '• JNke ••• 1u1 eo. We rea Uae t hat thare 

.,. llllqUU••I "..,., to eUIIlade •• MliJ of tbaa ........ 
fbi .-t ef o•r 1aooat tu ... , INI 11 oal7 alMNt 

Mlf •- \e\&1 latoPMl r"o••· Leu t han tbl'eo 11111100 

POOPll "' et ... to\al pop~~l&Uoa P1'7 1aoOM t&XOI• f l 

... u M applJUc , ... pJ'loolJ].o of MPM1 'J to ,., •re 

JuU, lt .... ,. t. ...... tbo 1 '• of --• \aD1 

.... , , ....... u .. ,. s... ..... , ... -bel' ef , ...... ... 

Regraded Unclassified



- --------'--- -

.-,en. y_..., ... wbo an ......,.~ ._,..._._. wttll 

'llelr ... '- .._ ..... an N: as te M kua~ allft te 
\M _, U. _, le MUc .... , -, tN:lr ca....-.,. 

'lbe ...._., - IIMI'la& HIIPl.U• h PNIIMte4 
.. a 4eft.alM ••~'-'• ef -lpM, ...._. • , .. ntat­
lllc '- •'"•'-· n 1e a ·~I.Ml ,.1a, , .. u. . 
tu •r•'•• u ~ .... ••' •' Jl•U a -uv ,.....,. 
fer 1131t 'baa 'be preeeta' ., • ._ -u rlel4. 

We _, te a4Ju' 1-.-llUea aa4 re•S, 4efMU 
h the \a ~. la WIIC tbla •• beft a-ch' tbe be~ 
ef 'he ,_..., .. all4 baft ah• lala a 8J1111PPU.Ue bearliiC• 
J:t " tl.n4 'lin' 'be .., ... uoa of PIQ' JN•rUOI&lar tu h 
•tatr, .. ••u4 ftadl to .., eo JN"UolJ• 
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Present : 

November 4, 19~7 

11:25 am 

llr. Taylor 
Dr. Haas 
Dr. White 
lllr . Gaston 
Mr. Seltzer 
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l 
.. ~ 

( ' 
Hl!,Jr: Page 4t' Does t hat statement still "'hold 'Wt­

good : •we are 1n the eleventh month or one of the most ac-
tive months in the business history or this countr y"? 

llr. Seltzer: Sure. 

Dr. White: One of several. One of many . Little 
dangerous to spell out 'eleventh month'. The eleventh 
month was t he worst . Uaybe you had better say we are now 
a t the close or ••... 

HM,Jr: WhY not say we are now i n t he close of 
one of t he •• ••. 

Dr. White : At the close . 

Hr. Seltzer: We have six weeke to go. 

HU ,Jr: I don ' t like 1t . I am not going to argue 
I:IUOh . 

J.lr. Gaston: Near the end. Or near the close . 

H!l,Jr: Nea ring t he end. How's that? 

Page 5 . "The baaio need 
applica tion of the driving force of 
present favorable circumat anoes.• 
able ciroumstances . • 

today is t o foster t he 
private capital to the 
•From the oresent favor-

Mr. Seltzer: From t he standpoint of the foregoing 
dieoussion , yea. 
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HU,Jr: I suppose so. 

Mr. GAaton: I think he dis tinctly wants to aay if circumstances are f avorable . 

from 
does 

~r . Taylor: "Existing' will do the same thing. 
HU Jr: Existing. 

is at t~e moment . What 
t he thing fit me today. 

What I am trying to get away 
I am going to do now i s how 

Hr. Seltzer: If you reel like dol r.g i t , t ake 1'1ve pages out of it .. 

H}J , Jr: Well , I won ' t do thAt now, but t hat's all right . 

ferent . 

I wiah I had ~de thia speech a month ago. 

Dr. 1'/hite: It would atlll be in print . 

Hl! , Jr: Yes, b-.1t the timing would have been d11'-

Hr. Taylor: Page 7 . •commercial banks • -- out 
out ' now' and say 1are again utilizing'. Just move it up. 

Good! HH,Jr: Are again utilizing their credit resources. 

IIr. Selt~er: Any objection to cutting out page 8? 

Hll ,Jr: I f you don ' t mind , today I am just going 
to run throur,h it once without cutting 1t . That ' s another 
Job. I am Just looki ng f or t hings that woul d stand out, 
that would hit t he Pres i dent . I nm showine t his to Eccles . 
He wants to take it home with him. I nm sho~ing i t to 
!Ir. Pa rker, Chief Editorial Writer ot Scripps- Howard. 

Why do you underline ' account' on page 97 

l!r. Seltzer: You are not giving up the chance ot 
getting more revenue. 

HM Jr: Whi ch siGe of my mouth am I laughing out 
of? I woul!n1 t underline t hat. 
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Mr. TI\Ylor: At the top of page 9, how about 
chan~ing 1 figures 1 to 'factor s '? 

mind. 
sunk. 
point. 

Mr. Haas: No; too broad a term. 

We give vou figures in a few -•~ut ' """"' es . 

Ur. Haas: Factors of the business si tuation? 

Hll,Jr: No, I think you are wrong , if you don ' t 
I don ' t want to get into factors . I f I do, I am 
I am thinking in terms of figures. I get your 

Have you 
I am going to read 
a lot of time . I 

f ellows had a chance to 
this out loud to Wayne . 
Ju&t want to re~d this . 

read my tax thing? 
Th!s has t allen 

(Reading) "Let us stop at this ooint t o consider 
briefly the revenue side of the pi cture, aiways keeping in 
mi nd t hat the tax eyotem as modified must produce at least 
as much total revenue as the present tax system. 

"The Federal tax system .'\ffects every one in the 
country. We in t he Trec aury in studying t ax problems have 
two obJectives always before us : First , that the tax burden 
ahall be distributed as fairly as possibl e , and, second, 
t hat the collection of taxes shall be ae little burdensome 
to the taxpayer as poes1ble. 

1 It i s nlth these ai ms that , by direction o! the 
President, we have been reviewing t he whole tax struct~e 
in the last few months and a re just now in the process of 
p resenting to a committee of Congress the information we 
have collected. The study has not been directed t oward 
r aisi ng additional revenue. I nstead, we have sought to 
determine whether there are inequalities and i njustices in 
the distribution of the tax burden and whether there are 
some taxes whose cost of collection and whose burdensome 
~ffeot outwei gh the revenue gain. In addit i on, we want 
to simplify collecti on and make the taxpayer' s record-keeping 
less difficult . 

• we realize that our tax laws are too complicated; 
we want to make t hem less eo. We realize t hat there are 
inequities; we want to eliminate ae many of them ae "e can. 
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"In maki ng this study , we have invited the as sistance 
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•and the advice of groups of taxpayers and of individuals. 
We want to hear the taxpayer's side of the story. We want 
all the facts we can get and we have obtained both facts and 
opinions . 

424 

'Our tax revenues come largely from i ndividual earn­
ings a nd busi ness profits. We do not wish to impose levies 
which tend to dry up t he sources of tax revenue . The laws 
should be so written and admini stered that the taxpayer can 
continue t o make a re,sonable pr of! t VIi th a m1n1m).lm of inter­
ferenc e from his own Federal Government . Of course, tax policy 
cannot be determined from one i ndividual case alone . We must 
look at the whole pi cture. We must take testimony and we must 
examine actual tax records and returns. 

'The a mount of our incoMe-tax revenue is only about 
half our total internal revenue. Less than three million 
..,eople 'ay out of our total population pay income taxes. We 
would be applying t he principl e of capaci ty to pay more Justly 
i f 11e were to reduce t h e number of oonsuner taxes and nt the 
same time to 1norenae t he number of income tax payers . Tax­
pf!yers who are squarely confronted with their own t ax burdens 
nro bound to be lteenly alive to t he way the money is be ill{; spent 
by t heir Government . 

"The budge t now n~ar1ng ooroplet1on is predicated on a 
definite esti mate of reoe1nts, based on thP existing tax struc­
ture . It i s a cardinal ooint of our nol ioy that the tax syste•, 
as revised, must not yield a smaller r eturn f or 1939 tr~ t he 
oresent system would yield. 

We want to adjust inequalities and remedy defect s in 
the tax laws . In doing t hi s , we have sought the help of the 
taxpayer and have given him a sympathetic hearing. I f "e find 
that the operation of any particula r tax i s unfair , ~e stand 
ready to say so publi cly .• 

Tnie 
that 

!Jr. Taylor: You said t hat before . 

Hll ,Jr: We feel t hat it i s worth while repeating. 
originally had n little heading 1 to sum up' but we took 
off. But outside of repetition, how do you like it? 

Mr. TaYlor: 'lery well. 

HU,Jr : Se~ you? 
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Mr. Taylor: I think it ie fine. 

HM~Jr: That's what I wanted to know. 
only finishe this morning at 10: 15. 

Mr. Taylor: I t hink it is excellent. 

That was 

}~ . Taylor : Do you want to stick i n a ' sincerely' ? 

HU,Jr: Where? What page? 

Wr. Taylor: 12- b . 
inequali t i es*. 

1 We sincerely want to adjust 

Hll ,Jr: Where would you put 'si ncerely' ? 

l!r. Taylor: Right at the beginni ng. 

Hll ,Jr: What do you think , Herbert? 

Mr. Gaston: I think the IVhol e thing is intended 
to indi cate a sincere effort to ge t the t axpayer' s side and 
remedy I don ' t think the word sincerely adds anything to 
it . 

HU,Jr: Do you mind leaving it out? 

Mr. Taylor: Not a bit. 
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HU Jr: Herbert , page 14, second paragraph: 'Public 
.~gh"ays , ot~er public works ' wouldn' t you say Just publi c works? 
\'Yhy t he other? 

Mr . Gaston: or course , public highways are public 
t'IOrks . 

HU .Jr: Why not leave out public highways, publi c 
works . 

Mr. Gaston: That ' s all right ; it 1s not essential 
there . 

HU
1
J r: I would leave out ' other ' . 

Ur. Taylor: Top of page 14. 'These are runni ng 
now about the eaQe as 1932. 1 I t is a tricky figure , because 
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advance i n carrying charge. Expenses of r unni ng, operating exoenses , wer e hi gher than i n 1932. 

Mr. Seltt Pr : I gave t he Budget f igures. That 
gave totals and on that basis we are runni ng on a lower basis 1n tl.aoal year 1938 than in 1932. 

Mr. TaYlor: They ttill crucify you on t hat . 

Dr . Whi te : I t ' s a question of the to tal. 

HM,Jr : I think he haa a poi nt there . I t the r egu­
lar Department s are runni ng hi gher, I don ' t wan t t o use the 
ti , ure and all you need t o do is leave out that sentence . Jus t 
leave out that whol e sentence . 

llr. Ta l or: That ' s right . 

1o ri{!ht . 

llr. Gaston: I think it can Pell be left out . 

IDl ,Jr : I 1'70Uld l ea•1e out that sentence i t Taylor 

ttr . Gaston: I woul d go f urther . 
out a ny•·rs,y , whether he 1 s right or not. 

I woul d l eave i t 

"'Oney . 

HI!,Jr : I am on page 17 now. 

I have asked you ti~e times t o i nclude Secti on 32 
W'nere is 1t'l 

Ur. Selt;er: I t ' s a source of revenue; it' s not a 
•.atter of expenditure . 

ai ddle 
render 

Hll ,J r : All right . 

Mr. Gaston : On page 18 
of the page, ' that progr ao 
lasti ng aid to t he farmer' 

I notice that right i n the 
cannot endure and cannot 

&r. Haas : or course , that goes i~to t he ~hole def­
i ni t e t hought . fhon I sai d ' soundly based I ceant baaed on 
how much money you could aff ord t o spend tor it , based on prac­
tical business sense. 

HM Jr: Who changed it? 

Dr. Whit e: I did . 
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KU ,Jr: Baaed is better . 

On page 19, after the first paragr aph, ' r equires 
t he cooperation of t he rarree r aa r;ell as the ot her sections 
of t he publi c ' • One sent ence : don' t you think i t i s about 
t i me t he consumer got a br eak? 

Bottom of page 19 . 
next year in addition to some 
Some ? 

' ordinary balance of the budget 
measure of debt r etirement ', 

Mr. Seltzer: Well , what do you wAnt to claim? All 
you are really claimi ng 1s recoveries. _ vg·• " ee r'U)overiea 
for debt retirement . . c 

~ Jr• 'ordi nary balance of the budget next year ' 
pe~iod . period. 

l!r . Seltzer: 0. K. 

Hl!,Jr: Herbert? 

l•.!r. Gaston: Yes . I think so for November lOth, which 
isn ' t September l Oth. 

Hli,Jr: And Herbert, look through. I f I say anything 
about debt retirement, take t he darn thi ng out . 

The President o. K1 d this once . 
agai n Saturday. I vrill be in a cold sweat 
his plllce . 

He ' s going to do it 
until I get through 

llr, Seltzer: The draft he o. K's is the one with 
~~lf our language ; not this one. 

Hll,Jr: You have plenty 
ex-editor of the World comes in. 
shears . 

of t i me. That ' s • here the 
Easy enough to take your 

You left out the word 1 enthusast1c'. 

Hr. Seltzer: No. That fPlls on page 21. 

Dr. White: I am a l i ttle bi t worried about, t he state­
ment: ' enthusiastic about the direction we are going • 

HH Jr: We have not got there yet. 
top of page ~o . 

We are on the 
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Mr. Taylor: Bottom of page 20. 

HU,Jr: What do you want, Wayne? 

Ur. T~or: Don't like-- I t hink you ought 
to say, 1f youe that oooparison between the two years 
you ought to indicate that the bonus was in the preceding' 
year . 

Mr. Gaston: We are considering it from t he 
otandpoi nt of receipts from t he publi c and expenditures 
that go out to t he public and it doesn ' t matter if 1t is 
bonus . 

Hll ,Jr: I tr~nk that 's all right. The fact 
renains we are better off 1n cash ont of the drawer than 
we were the year before . 

'I am enthusiastic about t he direction, • •• • Nuts! 

Hr. Seltzer: Are n't you? 

IDl ,Jr: No! No ! 

Dr. White: You can say t here is adequate reason 
for gratification with respect to progress being made in 
the budget or something like that -- relate it defini tely 
to the budget . 

~~r: Just cut out that whole sentence. 
start 1 I f1 y believe'. · 

Mr. Haas : Much bett er. 

Just 
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Hl! ,Jr: I think 1t 1 s better. 
you are with me ? 

Herbert , ar e you --

Ur. Gaston: Yes. 
at1ng the whol e paragraph. 

I was j ust consider ing elimin-

HU ,J r : No. I think that 's a good point. 

Mr. Oaeton: All right. I check. 

Ur. Seltzer: I f you leave out the first part of 
t hat , it sounds ae 1f you are now regretting that you went 
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so t a ot last year or going so fast this year. You have 
just picked up a $2-billion reduction in one year. 

HY.Jr: You fellows can shoot t his out . Nothi ng 
Jelled yet . You have time . You can come back. 

Mr. Gaston : 1 I have already indicated m:; bel1et ' . 
Last paragr aph on page 21. 

Hll ,Jr: Can you hold t hat a minute. I am not 
d~wn t here. Uiddle ot the page . ' Not easy to ao~~eve 
but a goal we can safely hope to reach' . I ~ould leave' 
t hat sentence out entirely. A week later the stock market 
is ott five points. The goal will by no means be easy to 
achieve . I uould lea ve t hat out. 

~!r. Taylor: Yes, sir. 

HU,Jr: You see, what I am doing today is adjust 
t hia thing to what has happened th1e week. 

l!r . Gaston: Are you readY tor the next sentence : 
1 I have already indicated my bel1et1. Now I don't think 
we have t alked about $600,000 ,000 sink1Df fund and I think 
we had better forget it and I would say surplus for debt 
re t irement 1 • 

Mr. Seltzer: 0. K. 

Hll ,Jr: o. K. 

llr . Gaston : Leaves t he i mplica tion that we still 
have a chance of haVinG eo~ surplus. It business just 
hol ds up, we will have it. When you predict, just on the 
eve ot a balance from last year' s inoo~e , you are predicting 
that 1938 will tall back to t he business level ot 1936. 
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Dr. \1hite : I f you say to accumulate a large surplus 
the d1daotio interpretation •.• • 

HM,Jr : Cut out t he word ' large'. 

llr. Seltzer: I would l i ke to suggest a change. 
' !tore than t wo-thirds ot this ye~~r ' s budgetary i mprovement 
comeo from increased revenue, rather than from reduct~ons 
in expenditures' . o. K. 1 Reduot i on ot expenses ot ~700,000 ,000 
would be an i mprovement. ' Or something like that instead ot 
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going back to your tax system. 

HU,Jr: I was going to say t o leave t hat out . 

Mr. Taylor: Yes , it does not follow at all . 

IDi ,Jr: I do want to say t wo-thirds, etc., and 
t he next sentence: This clearly indicates that increasss 
in t axa tion are unnecessary, etc.,• I woul d leave t hat 
next sentence out . 

!.lr . Gaston: You don' t then have much exolanation 
of the si gnificance of the statement that t wo- th1rda • .••• 

Sl1,Jr: Herbert, take ano t her look at it when you 
go out cf here. 
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Yr. Taylor: The first part or that paragr aph on 
page 22 , 1There are equally compelling considerati ons on the 
expenditure side.• I t hink the last sentence takes away 
from i t . 

HM ,Jr : What ' s that? 

!.!r. Taylor: •aut it woul d be clearly unwise , and 
disruptive to many sections of private industry , if we were 
suddenly to slash Government expendi tures by more than t he 
~ount I have indi cated . • 

ml,Jr: I think that next sent ence is kind of 
superfluous. I am saying out it down to 700 millions. 
Why should I shut the door. 

l!r. Gaston: Of course , Ythen you ea;j' you ought 
t o achi eve a balanced budget by reduction of 6750,000 ,000 
exoenditures and t hat you don' t f avor doing this , there are 
rea sons why you should not raise taxes to do this. I don ' t 
know whether we need to say much about reasons on expendi-

tures si de. 
wi ll put a question mark 

I have a question mark. HY. J r : All right. We 
there , and we won't do anything. 
I t' s only a question mark so rar . 

Most of t he Social Securi t y t ax - - a t t his point 
t.tr . Mag ill wanted me to tell you people on this illus trat i on 
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of t he life insurance policy issued to veterans and~he 
way we set that up is a good example. I wish you would 
think it over. 

Ur. Selt~er: He talked to ~e about it. I 
tho~~ht i t was much ei mpler this way. 

Mr . Ta ylor: And thi s wny 1s not the same . It 
i sn 't so. I haven' t read it all through. I have a 
violent argument to make about that st atement . 

HU,Jr : What I am goi ng to do is ask you to t ake 
t he Social Security part and go t oUr. Taylor' s room with 
t~m , because I have to s et a little rest bef~re I see 
Eccles . Now , what copy can I give Eccles? I have one 
here . Bell wss to have one to read between now and t hree 
o ' ~lock. He didn ' t have the t ax part . 

Mr . Gaston: He had t he tax part. 

oOo- oOo 
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Address or the Secretary or the Treaeury, to be 

Deli•ered berore the Aoadem7 ot Political Science 
at the Hotel Aetor, New York City, WedneadBJ E•eni~, 

No•eaber 10, 1937 

I am glad to accept the in•itation ot the AcadeaJ ot 

Political Soienoe to diecuee betore ite members aeeembled 

here tonight the eubjeot or Federal apend1ng and 1te 

r elati on to the bala.ncing ot the Federal budget. 

Nineteen yeare ago tomorrow, we eigned the Ara1etice 

endi ng t he World War. That war wae unbelie•ably ooetly in 

human values, and it was enormously costly in material 
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values. In the t wo years bet ween the middle ot 1917 and the 

middle or 1919, the Federal Government apent thirty-one 

billion dollar• and euetained a net deficit ot twenty-two 

billi on dollara . 

During the paet tour yeare, th1e country hae been 

engaged 1n another war . Th1e t i ae our enemy waa a great 

eoonoaio diaaeter. In this war we boabed no oities: we 
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machine-gunned no trenches; we killed no human be1nge. 

In th1e war, we fought with Jobs and with dollars to ea•e 

tarmera from loe1ng their farms; to ea•e home owners from 

loe1ng their homes; to give not only bread but work to the 

unemployed; to increase the au u~ty or Jobs, property 

values, and bua1neea profits; t o bring order out or chace 

1n our economic eystem. 

Th1e war, like t hat other war, required a many-sided 
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campaign under intelligent and courageous leadership -- a 

leadership that was superbly supplied by President Roosevelt. 

Finally, th1a war, like that other war, required a 

large spending program. This program, plus the special 

needs arisi ng out or the great drought and t he prepayment 

ot the soldiers' bonus , necess i tated outlays during the 

tour years ended June 30, 1937, of so~e fourteen billion 

dollar• 1n exoeae or our receipts. 
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We del i berately ueed an unbalanced Federal budget 

during the paet tour yeare to aeet a great emergency . . . 
That policy haa suooeeded. The eoergenoy that we faced 

in 1933 no longer exists. 

I am tully aware that many of our problems remain 

unsolved. I am aware that there still remains a considerable 

volume of unemployment; that the speoulative markets have 

recently been under severe pressure; and that certain of 

our bueineas indexes have recently shown a declining 

tendency. I am further aware that some persons contend that 

another great spending program is desirable to ward off the 

risk or a eerious business depression. 

I claim no prophetic insight into the future . But, 

after giTi ng aerioua and prolonged cona1derat1on to all 

these and other factors, I haTe reached the firm conviction 

that the dome•t i o problema which face ua toda7 are 
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essentially different from those which raced us tour year• 

ago. J.l8ny measuru are required tor their eol~at1on. One 

or these measures in the present Junoture is a balanced 

budget . 
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Early in 1933, after three years or progressive 

deterioration, our whole economic mechanism was demoralized. 

We had lost six hundred twenty-three millions or gold to 

other countries in the first seven months or 1932; and, 

after a temporary reversal or t h i s movement, three hundred 

nineteen millions or gold went out during the last ten 

months or the calendar year 1933· These gold losses, 

coupled with the withdrawal or both gold and other kinde 

or ourrenoy tor domestic boarding, oreated an intolerabl e 

banking eituati on; because the lose in bank reeervee tended 

to produce a tenfold contracti on in bank credi t. Under these 

conditione, t 'here wal no agenc.r out aida or the Federal 
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Government with t he resources and the courage to bring 

about a business revival. 

Today the situation is greatly changed. The total 

monetary gold r eserves at the beginning or this month were 

1n excess or twelve billion eight hundred million dollara, 

or nearly three times those or 1929· We now have more than 

enough gold to meet every conceivable for eign demand; and 

we have so improved our monetary arrangements through the 

St abilization Fund and other means that we can meet foreign 

demands ror gold without any di s ruption to our banki ng, 

trade, and industry. 

We are now in the eleventh month or one or the moet 

. 
active years in the business history or t his country. On 

the whole, t hia high level or activity has been or a 

healthy character - - not or the character that usuallY 

marks an unhealthy boom and precedes a serious depressi on. 
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The preaent a1tuat1on 1a not obaraoter1&ed b7 the 

existence or huge 1nYentor1ea, 
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hi gh interest rates, over-extended cr edi t positions, or 

great surpluses of housing accommodat ions , capital equipment, 

et cetera. We have not reached t he stage or full employment 

of our productive re.sources . On the contrary, from all 

these standpoints, conditione are f avorable tor 8 conti nued 

increase in t he level or business activity. 

This sit uat i on stands 1n sharp contrast to t he banking 

collapse, the bread l ines , the ban.kruptciee, and t he general 

dsc oralizati on of 1933· It also stands i n contrast to the 

unhealthy excesese or 1929· 

The basi c need t oday is t o foster the appl ication or 

the dri ving force of privat e capital to the present favorebla 

cir cumstances. We want to see capital go into t he produotive 

channels of privata industry. We want t o see pr ivate 

business expand. · We beli eve that t he bulk or the r emaining 

unemployment will disappear as private capital funds are 
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increasingly employed in productive enterpr ises. We 

believe that one of the most i mportant ways or achieving 

these ends at th1a time is to balance the Federal budget. 

In this connection, I should like to point out that 

--the underlying technical conditions that made defioit 

spending the wisest kind or economic policy during the 

depr ess ion no longer exist . Thus, when we borrowed during 

t he depression to finance our def i cit spending, a large 

part or the funds was obtained through an expansion of 

bank ored1t. To this extent , our spending did not absorb 

capital funds available for private industry, nor did it 

absorb taxpayers' funds available for p.rivate consumption 

expendituree. Even to the extent that our bonds and notes 

were purchased by non-banking i nvestors, the effect was 

largely to put to work oap1tal funds that would otherwise 

have remained idle . 
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The situation todll.)' 18 greatly changed. Our induatrial 

recovery has created large new demands tor private capital. 

Our commercial banks are now uti lizing their cr edit 

resources again tor the financing or pr ivate industry. 

During the tiret six =onths or the present calendar year, 

the 1naured comceroial banks or the country reduced their 

holdings or Govern=ent securities by six hundred eighty- r ive 

=illion dollars in order to meet aotual and prospective 

de=anda tor commercial credi t. The obligations that they 

sold, plus an a=ount equal to the secu.rities newly marketed 

by the Treasury, were purchased by investors. Any detioit 

spending that takas place under these conditions must be 

tinanoed in large part by capital tunds that would otherw1Be 

be available tor business purposes. The sizeable national 

problema that remain should be attacked, in =7 opinion , 

strictly within the limite or the balanced budget. 

. . . . . . . . . . . . 
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There is a further consideration or great importance 

that I should like to emphasize. That ie, that the basi c 

philosophy or our deti olt spend.ing or the past rew yeare 

r equires t hat a program or substantial debt retirement be 

undertaken shortly. 

Despite the substantial increase in the public debt 

during the past tour years, the credit or the Federal 

Government has remained absolutely unimpai red. Not once 

during even the darkest days ot the depreesi on did the 

Tr easury experience the sli ghtest diff i cul t y 1n borrowing 

all the funds that were r equired. Moreover, the r at es ot 

interest on our bor rowings have been lower, tor comparable 

securities, than at any other time in the history or the 

country. 
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We wish to preserve t he financial power ot the Federal 

Government to aid 1n r estoring economic order in t he future , 
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it the need again arieee . To preserve this power, we must 

l iquidate during proeperity the d~bte incurred during 

periods of depression. 

To seek an ordinary balancing ot the budget next year, 

we must therefore accomplish a net improvement ot seven 

hundred mill i on dollars in our budgetary position. In 

estimating revenues, it i s far worse to overestimate than 

to underestimate. We must not count on an increase in 

revenues next year from the existing tax etructure, nor 

should we impose additional taxation. We should plan to 

reduce our expenditures by seven hundred million doll ars; 

and then, i f the tax receipts rise above those ot last 

year, the exoees should be used to reduce the national debt . 

We ought not t o increase the total taa burden at th1e 

time . 

442 

Regraded Unclassified



443 

- ll -

Our i mmediate goal , then, should be to reduce 

expenditures by seven hundred milli on dollars . In addition, 

every dollar that the Treasury realizes from the liquidati on 

ot revolving funds, and from other repayments of loans and 

capit al advances, should be set aside t or debt retirement . 

In no event, i n my opinion, should we contemplate total net 

expenditures 1n excess or t he level or t his year's estimated 

recei pts . That means that our expend itures must not exceed 

sl.x billion s i x hundred fifty mi lli on dollars tor the 

comi ng year. 

Our problem i s olear. Our expenditures must be cut 

seven hundred mill ion dollars. 

But where can cuts totaling this amount be mede t After 

studyi ng the whole problem day and night t or s everal months 

I have come to the following conclueione: Firat , little 

or no money can be eaved in the regular operating expenses 
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ot the Federal Government, inoluding the national detenee 

and interest on the public debt . The 1noreased volume ot 

services now demanded or the Government make it almost 

impossible to achieve aignitioant reductions here. Second, 

and on the other hand, by focusing attention on the tour or 

f ive classes ot expenses that have been mainlJ responsible 

ror our past deficits, I am convinced that the necessary 

savings can be made. 

I have before me a table in which I have set down m¥ 

r ough estimatee or the reductions that should be possible 

next year in several olassea ot expenditures. 

444 
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ESTI~TED POSSIBLE SAVINGS FOR FISCAL YEAR 1938-39 

1 . Public Worka expenditures tbh year, 
including emergency funds, but 
exclusive or hi ghway expenditures, 
are esti mated at 

Next year they should be out to 
This would eave 

2. H1~w~ expend1ture e t h1s year, 
~~ ud ng emergency funds, are 

-est1llla ed at 
Next year they ahould be out to 

Th1e would save 

} • Unemplo*!ent Rel1et and the CCC 
camps t e year are estimated to coat 

Next year they should be out to 
Th1s would eave 

~ . Miscellaneous and Supplemental Items 
th1s year are ooeting 

Next year they should be out to 
This would save 

573 
500 

253 
100 

1,6~0 
1, 200 

lSO so 

5· Agricultural AdJustment Program 
this year ia coat1ng 

Next year the coat should be no more, 
or 

475 

~75 

The sav1ng be1ng 

6. Total aavinge on above items 

] . Leas 1noreaee 1n Social Security expenditures 

S. Net savings 

Sav1nga 

73 

153 

1+80 

130 

0 

8}6 

..llL 
719 
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First, I have set down the i tem ot publi c works , 

whether financed by emergency or regular aporonriatione, 

but exclusive ot highway expenditures. This i tem during 

the current year will account tor fi ve hundred seventy- three 

millions ot expenditures. Next year, despite the tact that 

available unspent appropri ations tor thta purpose already 

approximate seven hundred millions, I believe that the 

446 

exnenditures should be limited to five hundred millions, 

wh ich would produce a saving of seventy- three million 

dollars. I believe further that we should reconsider the 

nubl1c works nrogram already formulated tor t he future by 

the various Gover nment departments, programs which would 

involve an average annual expenditure of about seven hundred 

mill ion dollars tor the next tour years . 

Second, I have before me the item ot hi ghway expenditures , 

'etimated at t wo hundr ed t 1tty-tbree milli ons t his year ; an 
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amount that may well be out to one hundred million next year 

to oroduce a saving or one hundred titty-three million. In 

this connection, also, I believe it would be wise t o alter 

the existing programs tor the future, which would call tor 

new appropriations totaling more t han tour hundred million 

dollars during the next two years, and return to the aver age 

annual level ot Federal highway expendi tures prior to t he 

depr•ession less than one hundred millions . 

Third, I should like to see our outlays tor unemployment 

relief and the CCC CSIDps, wll1ch, exclusive or other recovery 

and rellet expenditures, are running at eixte.en hundred 

eighty million dollars this year, reduced t o twelve hundred 

millions, wll1ch would oroduce a saving or tour hundred eighty 

a1111ons . 

Next, I believe that our outlays tor miscellaneous and 

supplemental items, Which amount to one hundred eighty 
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million dollars this year, reduced to titty millione next 

year, which would eave one hundred thirty millions. 

The total savings that I have listed amount to eight 

hundred thirty-six millions. We must deduct from this 

figure a probable increase ot one hundred seventeen millions 

in Social Security expenses, leaving a net possible saving, 

exclusive ot any saving in agriculture, or seven hundred 

nineteen millions, or more than enough to achieve an 

or dinary balancing ot t he budge t . 

Both because or the real ~robleme involved in the 

present level or our agricultural expendi tures , and because 

1t may not be possible to achieve all ot t he savinge that 

I have listed, I strongly recoomend that the present level 

and character ot our agricultural expend1 tures be g1 ven 

very serioug reconsideration. 

448 
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I ask you to consider what I have to say on this point 

1n the light of the tact that I have been deeply concerned 

ror more than twenty years with the problems or agriculture, 

especially farm management and farm finance, and that I am 

most keenly interested 1n doing all that can be done to 

remove the economic disadvantages t hat the farmers have 

suffered. That very interest i mpels me to beli eve and t o 

state with all the f orce at my command that agriculture can 

~ot rely on merely temporary expedients. We must have a 

long-range prograa to maintain the independence and the 

purchasi ng power or the farmer. That pr ogram must take 

into consideration hi s opportunities in the foreign markets 

as wel l as at home, and we must keep always 1n mind ite 

effects upon our whole National economy. To endure, and t o 

be or permanent help to the farmer, the program must be 

thus soundly based. It will be or no lasting service to 
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the individual farmer, or to the Nation's agriculture as 

a whol e , to offer what we shall later be compelled to 

withdr aw. The farmer himself does not want subsidies, but 

rather such fair prices and such balanced pr oduction or 

crops as will make subsidi es unnecessary for his decent 

economic statue. 

The plight of agricul t ure in the depre s sion called for 

450 

soe ci81 aid not only in the farmer' s interest, but in the 

interest of all of ue. Uuoh that was done was on an emergency 

basis. The emergency devices must now be resurveyed. No 

nora than any other br anch or our economic life can 

agriculture prosper on perm8nently unbalanced Federal budgets. 

Besides the one hundred sixteen millions included in 

this year ' s budget tor t he general work of the Department 

or Agriculture, there are , among other items , estimated 

expenditures or tour hundred seventy-five mill i ons tor the 
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ao11 conservation program, thirty-three millions ror rural 

el ectrification, fifty-five .millions f or the Federal land 

banks to provide lower interest r ates, one hundred mi lli ons 

tor commodity loans, and one hundred twenty-rive m1111 ona 

~~ettlement. These items t otal n1na hundred t hree ... 

millions ror this fiscal year. 

I am also aware that discussion is now taking place in 

Congressional committees or additional measures in aid or 

agriculture that may involve large expenditures. The 

magnitude or the sums we are already expending ror 

ngr1cultur al purposes demands that the whole program be 

re-examined on the basie or a determinat i on or how much we 

should spend and can a r rord to spend in this one direction. 

The farmer's lasting welfare also demands that thla be done. 

. . . . . . . . . . . . 
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There may be s ome persons who would counsel a more 

drast ic reduotion o r expenditu.res or a pr ogra111 or tar 

heavie r taxation in order t o make certain a substantial 

r eduction 1n the public debt 1n thio tisoal year. The re 

are serious objections t o such a couree. 

We are det1n1tely in a transition peri od between 

unbalanced and balanced Federal budgets. We are making 

great progress t owar d a balanced budget. 

Relatively r ew persons r ealize the remarkable t ac t 

that the ne t i mpr ovement this year in the budgetary oosition 

or the Federal Government will amount t o more than t wo 

billion dollars. In other words , the net deficit this year 

is estimated at less than s even hundred millions as compared 

wi th more than twenty-seven hundred mill i ons last year. 

The net improvement or more than two billion dollars 

thet 1s taking place in our budgetary position this very 

452 
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year provides the best answer to those who have publioly 

despaired of our willingness or our ability t o balance the 

Federal budget. 

I am snthusiastic about the direction i n which we are 

going ; but I firmly bel i eve t hat t~ere is Just as much 

danger t o our economy as a whole 1n moving too rapidly in 

thls direction as ther e would be in not movi ng at all. 

The minimum goal that I propose wlll by no means be 

easy to achieve. But it 1s a goal that we can safely, 

honestly, and r easonably, hope t o reach. 

I have already indicated my belief that it would be 

unwise t o raise taxes at this time solely to accumulate a 

surplus of six hundred mi llion dollars for debt retirement. 

llore than two-thirds or thls year's budgetary i mnrovemsnt 

comes from increased revenue , rather than from reductions 

in expenditures. This clearly indicates t hat further 

453 
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increases 1n taxation are unnecessary, for a continued 

expansion 1n ~usiness activi ty would produc~ adequate 

additional revenues on the basis or the present t otal tax 

st ructure . 

There are equally compelling con's iderations on the 

expenditure s ide. I strongly favor a vigorous program tor 
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t he progress i ve reduct i on or Federal expenditures to the 

minimum demanded by the Government's increased responsibi l ities. 

But it would be clearly unwise, and disruptive to many 

secti ons or private i ndustry , it we were suddenly to slash 

Government expenditures by more than the amount I have 

indicated . 

In addition to these considerations, there is a new 

and 1aportant aspect or our budget that must now be considered 

in analyzing the economic effects or Federal expenditures 

and receipts. The Soci al Security Act has introduced new 

Regraded Unclassified



- 23 -

items into our budget. A major one of t hese, the annual 

appropriat i on for t he Old Age Reserve Account, calla for 

the investment or thls appropriation in Government 

obl i gations. The same Act also provide~ for the investment 

in Government obligations or moneys pai d by the States 

into the Unemployment Trust Fund. 

The funds pai d into both or these accounts operate 

Just like payments made by an individual to a private 

insurance company. Such ~ company invests your premiums 

in Government obli gati ons , i n farm and urban mortgages, i n 

railroad, industrial , and public util ity bonds, and in other 

forms of investment approved by one or more of the forty-

eight different State laws. All that the insur ance company 
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has when it has invested your premiums in this manner, are 

bundles of pieces or paper represent i ng all kinds or promisee 

to repay your money with i nterest t o the insurance company. 

Regraded Unclassified



- 24 -

The Federal Government, in connect i on with the Old Age 

Reserve Account and t he Unemployment Trust Fund, also 

invests your money ln pieces of paper. But these pieces or 

paper are Government bonds and not pr ivate pr omises t o pay. 

It is not overstating the case to say that your money is 

safer in c~vernment bonds than in a multiplicity or private 

obl i gations, though, or course, I am in no way reflecting 

on the soundness of private insurance oompanles. 

I t is very clear that the credit or the Government i s 

t he soundest in the nation. And if anything should happen 

456 

to your Government, nothing else would have any value at all. 

When the Treasury invests your old-age taxes and your 

unemployment compensati on taxes in Government bonds, however , 

lt reduces the amount of the public debt held by private 

investor s . Thle i s obviously so if the Treasury buys bonde 

ln the market directly tor t he accounts. The rates or 
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interest which the Tr easury is r equired by law t o pay on 

f unds invested for these accounts are hi gher than those 

which can be obtained at present by purohaeing sui table 

457 

Government obligations i n the open market. Hence , the 

Tr easury i s i ssuing special Government bonds to these accounts. 

Ot her things being equal, the sale of special obligations to 

the Old Age Reserve Account and the UneQployment Trust Fund 

results in a corresponding reduction in other fOTQS of t he 

public debt . 

Next year, as a result of the Soci a l Security Act and 

the related State laws, it is estiQated that t he Federal 

Treasury will receive mor e than one billion dollars net tor 

investment in Government obligati ons tor these two accounts. 

With a balanced budget, this billion dollars will be used 

to retire public debt now in t he hands of private 1nvestor a. 
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In other words, the Treasury next year will be adding one 

billion dollars to the eupply of funds in the capital market. 

Even during the decade of the Twenties, when the Treaeury 

woe receiving large payments of interest and prinoipal on 

war debts, and from the sale of surplus war materials , the 

maximum reduction made in any single year in the public debt 

held by pri vate investors was one billion three hundred 

millions . 

My object thle evening has been to present, as clearly 

and as frankly as I know how, a comprehensive pictu.re or 

Federal expenditures and the budgetary outlook. I have tried 

to make plain the underlying economic reasons, as well as the 

humanitarian ones, tor the past deficits; and I have tried 

to bring out olearly the Underlying economic considerati ons 

that now demand a balanced Federal budget. I have shown 

why, in my opinion, this balance should be sought by a 
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r eduction of seven hundred million dollar s in expenditures , 

and why a large surplus tor debt retirement would be 

undes irable at this time 1! it must be achieved by eliminating 

essential Federal services or by increasing the existing tnx 

burden. 

The principal objects or our budgetary policy have been, 

end I hope wil l continue to be, to promote a large volume 

and healthy character of business activity, a maximum volume 

or employment at good wages in private industry, fair 

t r eatment for our agricultural population, adequate revenues 

to meet the increased services now demanded or the Federal 

Government, and the preservation ot the credit and currency 

or the United States, on which depends the security or Jobs , 

property values, and orderly business relations. 
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enentially ditterent !rom t hose whioh !aced ua to)lr :yea.re 

ago. Kan:y aeaauree are required t or their aolution. One 

ot t hese meaeuree in the present Juncture ia a balanced 

budget. 

·Earl:y in 1933, atter three years ct progressive 

de t erioration, our whole eoonoa1c 2echan1em was demorali~ed. 

Under these conditione, there "waa no agency outside ot the 

Federal Government with t he resources and the courage to 

bring about a bueineea r evival. 

Today the eituat1on 1s p-eatl:y 
I"M~ ~~~L 

~R the ei oYeRth month ot one o! the 
!r 

changed. 'fe are now 

moet active yeare in 

the business history ot this country. On the whole, this 

high level ot activity has been ot a healthy character -- .• 

not ot the character that usuallY •rite an unheal th1 booa 

and precede s a serioue depreeeion. The preeent situation 

ie not oharacteri~ed by the eXistence ot huge inventories, 
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hi gh interest rates, over-extended credit positions, or 

great surpluses of housing aooommodat1ons, capital equipment, 

et cetera. We have not r eached t he stage of full employment 

of our productive resources. On t he contrary, trom all 

these standpoints, c onditions are favorable t or a continued 

increase in the l evel ot business activity. 

This situation stands in sharp contrast to the ba.nklng 

collapse, the bread lines, the bankruptcies, and the general 

demoral1~ation ot 1933 . I t al so stands in contrast to the 

unhealthy excesses of 1929. 

The basic need today is to foster the application of 
~ 

the driving foroe ot private capital t o the pteseut,..tavorabla 

circumstances. We want to see capital go i nto t he productive 

channels of private industry. VIe want to see privat e 

business expand. We believe that t he bulk ot the remaining 

unellll>lo:yment will disappear a a pri vats capital tunds are 
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A different situation prevails toda7. OUr industrial 

recovery has created large new demands t or private capital. 

Our oom:neroial 
~ 

banks are ~A ut1lidng their credit 

resources ·1 ' tor t he financing of private industry, 

~ring the first six aonths of the present calendar year, ,.,...._ 
the insured oo111111eroial banks ot the country reduced their 

holdings of Government securiti es by si x hundred eighty-five 

million dollars in order to meet actual and prospective 

demande tor commercial credit, The obligations that they 

sold, plus an amount equal t o the securities newly marketed 

by the !reasury, were purohaeed by investors. AnY deficit 

spending that takes place under t hese conditions must be 

financed in large part by capital tu.nda that would otherwise 

be ava i lable for business purposes, 

. . . . . . . . . 
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rederal Government, including the national defense and 

interest on the public· debt. ( "fbeee are 11o• -mn' ng ebant 

.. 
the eaae as 1n 1~)! , and, 111 ~1ew ot-thrtnbreaYe-a-Yo"lUIIe ' 

o!-a•~~ees now demanded!Of the GOvernment, I do not~811eve 

that atgtt!'"fieant Pvlrtg.-can be looketrf"or here~ J'urther, 

our expend1 tures under the SooiaJ. Security Act will probabl7 

i ncrease by a hundred million dollars or more in the next 

fiscal year. 

On the othe r hand, by focusing attention on the several 

cla s ses of expenditures that have been mainly responsible 

tor our past deficits -- public highways, ~ public works, 

unemployment relief, and agriculture --, I am convinced 

that the necessary savings can be made. 

Let me give you a rougb idea of the possible savings 

in these fields , 
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Despite the magnitude ot the IWDI we are now npend1 ng 

tor agricul.tural purpoaea, J'OU are all aware that diecuuion 

ie taking place in Congressional coamttteee ot turther 

measures i n aid ot agrioul.tur e that may involve large 

additional expenditures, 

I am atronglJ' in tavor ot a long-range prograa to 

maintain the independence and the purchasing power ot the 

farmer. That program cannot endure and cannot render 

~A_., 
lasting aid to the farmer unless it be soundl~ aeBei~etea, 

The tarmer himself does not want sube1dies, but rather suoh 

tair prices and auoh balanced produc~ion of crops as w1ll 

make subsidies unnecessary tor his decent economic atatua. 

A sound prograa must take into consideration the 

farmer • s opportun1 t1ea in the toreign ll&l'kets, as well a a 

i n thoae at home; and the character and cost ot that 

prograa .ust be determined with .tull recognition ot i ts 
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etfeots upon our whole national economy and ot the 

11m1 tat1ons illlposed by the Federal tinanoes. 

Balancing the budget is in the interest o f our 

agricultural as well as ot other parte ot our population; 

and it requires the cooperation of the tarmer as well as 

other sections ot t he public. 

With the solid support ot the publ1o, I believe that 

economies totaling seven hundred millions or more oan be 

achieved in the tour fields that I have cited. Since the 

Patlmated increased coats of our social ~ecurity program 

are more than offset by estimated reductions in miscellaneous 

and supplemental items, it should be possible to achieve 

an ordinary balancing ot the budget next year, '" ad¢1 t1oa 

~ •* least lOBi measure Of aetJt I& tlt eaNntJ, aue al tlllsu i 

1nor•eee1 tr auu• 

. . . . . . . . . . 
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There mar be some persona who would counsel a more 

draat i o reduot1on or expend1 turee or a program or t ar 

heavier taxat ion i n order t o make certai n a~ substantial 

reduction in the publio debt in the next t1eoal 7ear. Tbere 

are aerioua objections to such a course. 

We are det1n1tel7 in a trana1tion period between 

unbalanced and balanced Federal budgets. We are making 

great progress toward a balanced budget. 

Relati vely tew persons realize the remarkable tact 

that the net improvement t his year in the budgetary position 

or the Federal Government w1ll amount t o more than two 

b1llion dollars. I n other words, t he net detic1t this 7ear 

is estimated a t less than seven hundred milli ons as compared 

with more t han twenty-seven hundred m1111ons last year. 

Thia net i mprovement ot more than two b1llion dollar• 

that ia taking place i n a aing1e 7ear provides the beat 
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answer to t hose Who have publlclr despaired or our w1111ngneas 

or our ability to balance the Pederal budget •. 

J •= '"'MI•'••tla abou' llhe 4lt oc,lan ill" Nhleh xu ..., 

eo'PSJ ~I firmly believe that there is Just as much 

danger to our eoonol!l¥ as a whole in moving too rapidly in 

this direction as there would be i n not moving at all. 

The minimum goal that I propose will by no mea.ns be 

easy to achieve. .8111t '+ '' e iDR1 *b· * we eaa sate!), 

I have already indicated my belle! that 1t would be 

unwise to raise t axes at this time solelr to accumulate a J,. '{ 

surplus a4 u•• b'F' e4 nd:M:ibll'"dOl:ta,.. !or debt retirement . 

Uor e than two- thirds or this year's budgetary improvement 

comes rrom i ncreased revenue, ra ther than fro~ reductlone 

1n expenditures. fld;8 eleer1 ~' 'r'lteette tM' fa: tbe1 

' 
7 

n t-Yation are ·unneoesearY, tor a oontinaua-
no aaaes 1 ~ 
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•xpen•lan: i n 'baaltt&IU lCtivlty would produce adequate ~ 

. strJJ;oture, -
There are equally compelling considerations on the 

expenditure e1de . I strongly !aver a vigorous program !or 

the progressive reduction o! Federal expenditures to the 

minimum demanded by the Government's increased responsibilities. 

But it would be clearly unwise, and disruptive to many 

sections o! private industry, if we were suddenly to slash 

Government expenditures by more than the amount I have 

indica ted. 

I n addi tion to t hese considerations, there l s a new 

and important aspect o! our budget that must now be considered 

ln analyzi ng the economic e!!ects o! Federal expenditures 

and r eceipt.. The Soo1al Security Act baa introduced new 

items into our budget. A maj or one ot t hese, the annual 
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w.r . Gaston 
w.rs . Klotz 

, KU,Jr: This thing has gotten so important, it 
1sn t a question or getting down to words; it's a 
question or the whole policY bei ng at stake now. 
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Now th1e is what has happened. I had -- in the 
first place , may I say that anything I say here today 
ie terribly confidential. For those who have not seen 
the epeeoh, and there are a rew who haven ' t, most or you 
have , I can sketc~ it in a rew words. 

The first section or the speech lays out why we 
should atop spending above the present level. It com­
pares the d1rrerenoe between now and 1932 and why con­
ditions are d1rrerent now than they were in 1932-1933, 
and then we go on to explain where the money can be 
saved and that we should attempt to eave 700 millions 
the coming year and bringing the total expenditures 
down to the total recei pts this year, and if we do that 
we don ' t have to ask tor new taxes; we are opposed to 
any new taxes , and the budget will be balanced. We 
make no effort to even talk about stat utory debt retire-
ment . I crossed that last week. 

What we do eay is that if the budget is balanced 
we then w1ll have 1 billion in Social Security with 
which we oan t ake 1 billi ons dollars wor th or Gover nment 
aeour1 ties 1n the h&nde or 'he. public, ret i re them and 
eet up in the place of that~illion of special eeour1tiea 
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on the Treasury books. 
but we shif t it from the 
hands of the Treasury. 

The total debt will be changed , 
hands of the public into the 

We then have about three pages on taxes, which 

are the philosophy, myown phi losophy, about treating 

people fairly . We say if there 1s anything that bears 

down unnecessarily hard, ~e are courageous enough to 

say eo. 

And that's t he general philosophy without going 

i nt o any speoial things. 

Now, Mr. Eccles comes along and t alks equally 

confidentially to me, and for once we had two hours 

without Taylor having to full us apart. We both kept 

our good humor and Eccles philosophy -- I will try t o 

put it as simply as this - - that the thing t hat is the 

matter ie the high cost of labor; that when labor got 

so high, through vari ous things happensing, one t hing 

af ter another, that he has charts to show i t, that in­

stead of labor getting the benefit or the i ncrease the 

people are only working two and three days a week and , 

therefore , the labor man i s not getting the benefit of 

increased wages on a weekly or monthly basis, that the 

cost of the products have gone up and gone higher, 

building coste are up 2~, that labor and a dozen in­

dustries that control building supplies have either 

accidentally or on purpose have got a combination or 

keeping up building needs and therefore building has 

gone like that (gesture or KY,Jr) and as long as that 

situation is eo and the cost of hiring skilled labor 

is eo high, people will not build houses and railroad 

people will not buy railroad supplies , etc. 

The whole thing is built up on that particular 

philosophy and he Justifies the whole depression due 

to the cost or labor and he has a l ot or charts t o show 

it . 

So I said to Eccles, As to your general talk, 

whether that particular thing is responsible ror the 

depression or not , I said, I am not going to argue with 

you. I don't think it is. But I agree with you on 

everything you said about costs and why people wil l not 

build houses, etc; I agr ee with you. We are together 
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there . I will sign your document on surplus taxes. 
The only things he brings on taxes -- we are not very 
t ar apart -- he wants to have some exemptions tor the 
small man, a nd he wants t o give a !allow a two-year 
exemption 1! h~ will spend the money for exoanal bn 
not tor debt retirement because that's deflationarY: 
We are not very far apart on that. That ' s the only 
thing he talke about on taxes. 

But thle ie where we go opposite roads. He 
says that at this stage wa must epeed up our expendi­
tures and that we must spend through Hopkins and through 
Agriculture fast, to atop thls deflation. And that ' s 
where we go apart. He read rAY speech carefully and 
said my speech 1s deflationary; that it would have 
been very nice a month ago, but I Just can't give it; 
shouldn't . That thla 1a a problem that only one person 
can handle and the President -- whY should I go out on 
the end of a 11mb; thla is the President ' s problem; 
has to say these thlnga 1n hla message to Congress on 
the 15th; I am a tool to do thla; this 1s the Presi­
dent ' s part y, 

So I aa1d to Eccles, Well, let's Just stop at 
the point o! what we are going to do for the next couple 
ot months. Re'e very frank. He does not want us to 
do eomethlng whloh he thlnks will temporarily cure the 
s ituation tor tear that if we do, that will let up the 
pressure on the President, but do what he thlnks is fund­
amental. Of course I talked about gold, atop eter111za­
t1on and spend gold. Well, again he said that he had 
that 1n the back of hla mind for fear the President 
would grab lt too quickly. 

I say that we can take 50 millions a week and 
pay ott our billa with gold; pay f or 450 m1111ona 
notes in December, and altogether 1 b1111on between now 
and the firet of January. Eoclea says all that doea 
1a to increase the excess reserves and there is plenty 
ot money t here to do the Job; doesn' t pay anybody to 
work. 

What he wants to do - - then 1t came out -- he 
wants us to t ake the gold, not pay off any debt , but 
spend 1t by putting 1t through Hopkins and Wallace. 
He first said we won ' t i ncrease the budge~ , but I said, 
ot course, that ' s e1lly. He said we wont increase 
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the debt but we will increase the budget . Now what he 

wants to do is deposit-- we will use round figures--

1 billion of gold and spend it through increasing our 

expenditures over and above the budget summation by say, 

a billion . I can't go along with it. I just canlt see 

1t . 

I am trying to be very quiet and terribly fair, 

both t o him and to myself. That ' s the whole story . 

Now I said to him, Have you any reason to believe that 

the President will do this? He said, He listened to 

me. I said, Have you any more than that? He said, 

No. Well, I said, I talked to the President last night 

and had one of the worst rough and tumble talks with hi m 

in I don't know when, and all he would say is that there 

are 2,000 men holding a pistol to his head and t hey are 

going to fight this t hing out to see who controls America. 

Every time we get in a Jam that 's • hat the President says 

and I have yet to find the 2, 000 men because I don't think 

2,000 men would see their fortune go in half in order to 

control America if they can't control their own business. 

I don't believe there is any indication of it. l.ly f eel­

ing is that the President wants to si t t here , as in a 

poker game and sit there until hell freezes to see who 

can· last the longer. In the meantime , while this is go­

ing on , t he ground is slipping from under our feet as fast 

as I have seen i t slip since I hAve been in Washi ngton and 

up t o last night at six o'clock, I can't see any sign on 

the oart of t he President that he wants to do anything 

and I told Eccles this: that before he comes out with 

hie attack on labor and puts the whole blame on labor, 

how are we going to stand here wi th all thie gold locked 

up? Then again we came back to the point where he says 

deposit the gold, spend it through exoess expenditures. 

There ' s the whole pi cture. I t hink I have put it down 

as simply a s I can; boiled down two hours conversation. 

We have got this speech here. It is t he l Oth 

of November and I swear I don't - - I am a big enough 

person -- as far as Henry Morgenthau, Jr. is concerned 

it ' s not so i mportant, but we are playing and the stakes 

is the United States. That ' s what we are t alking about 

and I am willing to do anything to get results and, as I 

say, Henry Morgenthau, Jr., is the leas. important. 

Want to break the ice, Herbert? 
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Wr. Gaston: I should think that you want first 
t o try t he effect of what you propose. We may have 
to have large e,q>end1 turee later on . I don't think 
you ought to ad#ertiee f ear by being too soon about 
euoh a demonstration. 

HKl Jr: Do I gather you mean deposit the gold 
and pay 0 r the debt weekly? 

Yr. Gaston: Yes . That' s what I would do. I t ' s 
qui t e possible before t he winter is over we will be 
driven i nto very much larger expenditures for relief. 

HU.Jr: I should say one very important thing, 
then, you would throw the question of excess reeervee 
i n our lap and we will need legislat ion to handle and 
whatever legislation you need to hs,ndle it, I am more 
than willing that you should have it. 

lfhat would be the effect if I sent word up to 
New York that I could not speak or was not ready? The 
s i tuation was auoh that • •• • 

Mr. Gaston: I think it would be better i f you 
made a speeoh even if the character of your speech wa1 
changed. 

I:IK Jr: I think it I announced I would not apeak 
it would ) uet eoare thee . 

L!r. UoReynolds: Do more damage than anything you 
could do. 

Mr. l!agill: 

Ur. TaYlor: 
of possibility any 

Oh, absolutely, I woul d speak! 

can' t you eli minate from the field 
of Uarri ner's reoommendationsT 

IDl. J r: Bow, Waynef 

Wr. Tqlor: All right . 
f ar as anything i mmediate, you 
i f you wanted t o do it. 

HK. J r : Check. 

The labor ei tuation. .t.a 
can't do anythi~ about it 
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l.lr. 'l'atlor: No. 2 . You can't take Agriculture 
and Harrr Hop ina' expenditures and play on them like 
an accordian. 'l'hey won't act quickly either; impoa­
aible to do it. Impoaa1ble to increase or decrease 
i n a month or two months ' period, auob aa Marriner ia 
suggesting, those particular expenditures. 

HK.Jr: It could be done with WPA when it was 
first started. 
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~. Taylor: But now you have an entirely dif­
fere nt situation. You could do a much better Job if 
that's what you want to do, if you take an aeropla~e 
and fly it from here to San Francisco and drop ott 
$100 ,000 each mi le. You would get a nice distribution 
there. 'l'hat's the only way you could do it quickly. 
I think you have to eliminate all three f rom the picture. 

HM,Jr: Of course , what I can't get out of my 
head and that ' s this: certainly up to within a couple 
ot days , certainly up to Monday, the President was all 
for cutting expenditures. 

Mr. Bell: That's right . 

Hll .Jr: And demonstrated t hat he did want t o out 
expenditures. Took it out of George Haas, a alioe right 
ott his ear. And I think that t here are certain things 
that the oommuni ty wants to know and I t hink one 1a are 
we going to spend more money or leas money, !D what I am 
going up there and saying is we are not going to spend 
any more tha.n we are now. Now if I go up as Sacretarr 
ot the Treasury and make a wobbly-apeeoh and say I don t 
know whether we are going to spend any more money or not, 
I just add to t he {ear. I am not sure that Uarriner is 
right that this 1s deflationary speeob. I am not sure. 
I think what people want to know is this: have we a 
policy down here and whet i a it . I facetiously keep 
sayf:ng , Let Henry Wallace tell me what is his progr~m. 
Doee he want to grow more oropa or les s cropal It • 
the same thing here. Do we want to spend more money 
or leas money? The interesting thing is in this talk 
I had with the President, when we gotall t hrough we had 
a misunderstanding and he did not understand what I waa 
tal.lting about· tor some rea a on he thought I was talking 
about ra1aing'the prioe of gold and tor fifteen cd.nutea 
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we argued. Wra. ~orgenthau heard us. When I finally 
could g et a word in , I aaid: What I am talking about is 
I am Just raising the point should I bring some people 
down Saturday and Sunday to d1scusa whether we ebould 
stop the sterilization of gold, deposit our gold and 
lower excesa reserves? Oh, he ea1d, wonderful! go 
ahead. Bring your people down. That's marvelous! 
Sure, bring them down and talk about it . 

Now, I have gone all t hrough t his t hing with some 
ot t he boys here . I have gone over 1t iiith Wayne Taylor 
and some ot the others. I say the only way you can cor­
rect thls thing is to make t he shoe pi nch,- and pi nch hard 
enough. I would just like, before this thing goea too 
tar, to correct that pa.rt of thia deflation which the 
Treasury ia responsible tor. We are responsible t or 
locking up l t billions ot gold a nd I would 11ke to cor­
rect that before this thing goes eo tar. Now, Eoolee 
or no Eccles, you could see that he won't do anything on 
his excess reserves, but it we juat did that -- oh, yes, 
another t hing. He said, Why, the result of that would 
be so qui ok everybody would jump in and everybody would 
be worse ott than ever. 

Yr. Gaston: I t hink you need to distinguish be­
tween a deflationary policy and deflationary speech. 

HM,Jr: But what I am getting out -- for inatanoe, 
I could , say, Sunday night announce two things (l)that 
the Treasury stop sterilizing gold and (2) that we were 
going to pay ott the debt each week of 50 millions with 
gold and pay ott 450 mill i ons in December with gol d . It 
works out around 900 million. Then, having done that, 
then I go ahead and say we must keep expenditurea down. 
One balances t he other. 

4 7:; 

Ur. Gaat~n: I think -- these trick words, defla­
tionary and inf ationary -- what a t thia Juncture ia t ear 
inspi ring and what ia not . I t hink if you were to go up 
there and oonnotate that t hings were dreadfUl , you would 
soare people to death. It you went up and make a speech 
that af ter all t he ship is on an even keel and we are 
not ~reeked it ' would be confidence inepir1ng and not t ear 
inspiring. ' Regardleas of what we may have t o do in t he 
f uture , I would rather make t h1a kina of a speech than 
the kind that would scare them. 
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Mr. Selt~er: I would like to see you put in 
that 8peeoh your new gold polioy. 

Mr. Taxlor: I don't think it belongs in there 
even if you decide to do it. 

H!.I,Jr: The time to do it is tlonday. At the 
rate this thing is going, the time to do the gold thing 
i8 Monday morning. Last night wa8 the first time I 
got t hes e feelings in my bones and I got this thing in 
rtJY m1 nd that the President ha8 to do s ora. thing now1 
tb1e week . I had not got that feeli ng until yesterday. 
The thing finally crystallized yesterday and I called 
him up, but something has t o be done now. And I don't 
believe Fra.nklin D. Roosevelt is going to go up and laeh 
hell out of labor. 

ur. TaSlor: Even i f it were right, t here is not 
a chance in t e world he would do it. 

HM ,Jr: I am going to ask the fellows who have 
not been sitting in at all. What would you think, ~~o? 

477 

Mr. McReynolds: I f the President will support -­
with the President ' s knowledge of what you are doing and 
his willingness that you should go ahead and do it , that 
you should give the speech. As far as your gold steril­
i~ation is concerned, if t hat needs to be done it can be 
done todaY, Monday or a week from Thursday, •hene•er it 
needs to be done, but I don't t hink that ought to be 
tied up •ith what you ha'V'e got and you are always going 
to have response whenever you cone to talk about a bal­
a nced budget after a long period of i ncreasing t he def­
icit and rtJY Judgment is that the effect of your s peech 
a8 it is now drawn would be ten times ae good a8 it •ould 
if you got up a nd said •• are going to spend 7 billion 
more next year to prime the pump. If you come to t he 
point , the first of JanuarY or before , when the Preeident 
ha8 to change, if oond1t1one JustifY it, then is t he time 
for hi m to change , but I think you ought to go ahead with 
it. I don' t think t here is enough of what hae yet oome 
in to warrant your putting your tail between your legs 
and running, and I don't think you ought to do it. 

ur. Bell: Well, I have eo~ reservations about 
certain parte of the epeech. I can' t see that it ia 
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wholly deflationary. Maybe where you retire a little 
debt or anticipate it is deflationary, but not enough 
t o hurt . I have some hesitation in having t he Secre­
tary of the Treasury stick hie neck out by saying that 
there will be a reduction of ?00 millions in expenditures 
and then have the President, two months later, send a 
budget message which shows that the ?00 million reduction 
has not been obta.ined. On the gold, I don't see how 
depositing t he gold in the Federal Reserve system and 
retiring ddbt will have any effect on the business sit­
uation exoept to raise the price of Government eeour1tiea. 
The banks w.ill t ake the money and try to invest it in 
Gover nment securities. I don ' t see that that will have 
any, or very little, effect on the business situation, 
but I should think that the speech changed a little 
should be delivered about as it is. 

HNiJr: I will come back for concrete suggestions 
in a coup e of minutes. 

Hr. Oliphant: I woul d not deliver that speech, 
but I would deliver the sort of speech t hat Secre taries 
of the Treasury before you have delivered. I know 
your natural aversion to getting up and not saying very 
much, but it may be a case where you need to sacrifice 
your feeli ng about that, and t hen go t here and sort of 
make a general statement that Secretaries of t he Treasury 
make on occasions of that sort a.nd t he reason I say that 
is because I have t hat feeli ng 1n my bones that you men­
tioned a tew mooents ago, lArgely from a thought that 
came to me from Leo Pressman of their increased flood 
of telegrams . The reason I suggest i t is because cer­
tainly the situation is eit her different or may be dif­
ferent, greatly different, from what it was when you 
framed that speech in your mind and I t hink you ought 
to keep your hands completely free and I would agree 
with Dan that it would be most unfortunate f or you to 
make that statement about cutting expend1 turea and have 
the President be forced to send a message to Congress 
recommending it and putting people in posi tion to say 
the Secretary did not foresee this as short a time ago 
as November lOth. I know i t has always been your role 
not to make a speech unless you had sorlth1ng l'eal to ea;y • 
but this hapoens to catch you with too little time to 
r eally take oognizance of thU ver-I rnp1dlY sh1tt1ngd 
pict ure that we got this afternoon and the thingfto o 
1e have someone draft tor you the general sort o orna-
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mental speech that Secretaries or the Treasury ord1nar11 
make on occasions or this sort, and then your hands willy 
be perfectly t ree to meet your problems as t he reeli nga 
in your bones shift. 

Mr. ~: That ' s not quite my reeling. I look 
at it two ways . 

I will say, first, there may be some changes in 
t he epeeoh that ought to be made. I think Dan' s point 
is i mport an t . I don't know how that is going to shape 
out. The first question is what is t he Treasury's 
policy? What &o we want to do and, second, what effect 
is it going to have on the publi c to announce what we 
really have in our minds. My own reeling would be --
I have thought about it previ ously -- to do the sort or 
t hing Herman says and give them a •stuffed shirt" speech 
would be almost as bad as to give them no speech at all. 
Everybody is going to be on to what you are doing. Now 
on the other hand, I take it that this speech as drawn 
does actually r epresent our beet Judgment as to what the 
Treasury policy should be on the subJect. 

My own guess is that, eo tar as the country is 
concerned, that it would be very much welcomed. It 
will have a distinctly good ertect. I think it it could 
have been coupled with the kind or ta~ statement we had 
in mind that the erreot would have been e~cellent. So 
while I have no particular use tor these terms ' deflation­
ary• or "inflationary• either , I don ' t believe 1n the de­
flationary part at all. As tar as it will have any 111 
erteot, it will be very much t he contrary . What ia 
happening, as I get it, is because or people's fore cast 
ot what ia goi ng to happen in the f uture and the depree­
oion is due to a state or mind that they don' t think 
they know what this Administration is going to do. They 
think you are going on with a 2 billion det1ci t . You 
come out and tell t hem this and I think your lay-efts 
will begin to stop. 

ur. Oliphant: l.!aybe I should have introduced my 
statement with this etaten-ent: that it is my conviction 
t hat sitting in this room we don't know what t he Treas­
ury policy is and we can ' t because or the rapidly changing 
picture. And this: ae to other things, when we are in 
a or1eie, we have to operate on a 24- hour basis. I did 
no t have in mind a stuffed-shirt epeech, I assure you. 
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Hll,Jr: You point out who should wr1 te it. 

Mr. Oliphant: Gaston. I did not suggest a 
s tuffed shirt speech. A stuffed shirt speech i s not 
unique with t h is Administration. There has Deen 
many cr editable speeches by Secretaries of Treasury 
which did not announce Treasury policy when it was 
not •. . 

H",Jr: There was a fellow in here last Friday. 
Viner brought him in. That ' s Himmelblau , who has 300 
small businesses he does accounting tor besides teaching . 
Each one or the people is running his business on this 
picture: that they are cutting their budgets, cutting 
t heir expenditures, waiting to f i nd out what the Govern­
ment is goi ng to do. He has t he confidence or 300 
businesses a nd if the Federal Government would only 
indicate, not that t hey are going to sa ve a ny money, 
because nobody woul d believe me i f I said that , but i t 
they would just indicate that they are not going to spend 
any more , that would be satisfying to h is cli ent s . or 
course, the thing that I think is t here -- the fac t that 
there is no Treasury poli cy, no monetary policy, is one 
or the t hings t hat adds to the tear. Thef just don't 
know which way we are going and 1t I haven t got the 
courage to say what it is --- I have been trying first 
to make up DIY own mind. The President agreed t o this 
speech last Saturday. He made hie corrections and be 
agreed to it. Last night he began t o have his doubts, 
but Saturday he agreed to it and he took all the time he 
wa nted. No one hurried him. He took all the time and 
he a greed to it . He has agreed certainly that to eave 
money at this time is whet t he oountry wants. 

Mr. Bell: Didn' t you say he had some doubts? 

W.! ,Jr: Last night; yes. 

Ur. Bell: He had seen Ecole& 1n t he meantime. 

!lll. Jr: Exactly. And be said I ~uld s~e 8~:· 
He had ~een E~l;s ~d ~;!~ 1 ~ ~~~~ ::e hev~~ lunch ...1 t h 
Should see H maid 1 think ' you ought to get his memo­
him todaYd rea~ ~t ' I want to give Hopkins credit. I 
randum an hi I. did not get any signa from Hopkins 
t al ked to m. 
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that he had to spend any more money. Did you? 

Mr. Bell: No, air. 

HK,Jr: And he gets that every day. 

Mr. Bell: Hopkins is cooperating beautifUlly. 

Hl.t ,Jr: I know about Pressma.n and I know the 
meet i ng he was at. 

Mr. Oliphant: I happened to run into Leon Henderson 

HU,Jr: The two are just like this (making gesture) 
playing into each other's hands and fortunately we had 
somebody meet t hem where they were and we got the whole 
story. Pressman dishes it out and Henderson dishes it 
back. 

Mr. Bell: You also get the same kind of story from 
A•Jbrey Williams. 

KM~r: Well, I wish you would all think this thing 
over. W~t I am goi ng to do now is get Bell ' s corrections 
and suggestions and I would like to sse you all again in 
the morning. 

Ur. Taylor: While you have us here, I would like 
t o ask a question. What t his situation is, it ' s a sit­
down strike on the oart of business and capital. There 
ian' t any other thing that ' s the matter w1 th 1 t . 

Yr. Bell: How about buyers? 

Mr. Tylor : All part of the same thing. What are 
the two principal things t hey are sitting down about? 

Dr. Haas : Do you think, Wayne, that capi tal1ats, 
t~e one• who nave taken the biggest licking 80 far, do you 
think they would eit down and give themselves that beating? 

Kr• Taylor: They don ' t know whether they are doing 
it that way or not . For some reason, they have sat down. 
One of the reasons they are sitting down about, they all 
oome out with the same two things. 

14r. Oli ohant: If they see a profitable bue1neee 1n 
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front of them, they don't and if they don ' t 
If they do , they don' t . they do. 

Mr. Taylor: 
You have a sit down 

I assume there is a bad situation 
strike between business and capit~ . 

Mr. Gaston: No. 

Llr. Oliphant: No. 

l.!r. Taylor: What t he hell do you call it? 

Yr. Seltzer: Of course the automobile people would 
l i ke to mak~, well, as much business as they want to. 

Ur. Ta,ylor: If you will bear w1 th me f or a moment 
I t hink there is a sit down strike on the part of businea~ 
and capital and they are sitting down tor t.ro t hings. One 
is, the tax structure and the other is they want to know 
what the direction of the Administration towards labor is 
and those are the only two things that they have in t heir 
minds. Can you do anything in any one of those two 
fields -- labor and the tax structure? 

ID.!,Jr: Let 1 a go around. George. 

!.lr. Haas: I would say t hat before you would con­
eider spending there are other t hings you can do -- pre­
liminary. I n other words, don ' t give the patient a maJor 
operation beoause of the risks i nvolved in it. You should 
give them more delicate medicines and one of those is that 
I think that you have had a deflationary policy. You 
had a business cycle that had not spent itself. The de­
flationary policy started not in any one thing. Firat, 
we put speed on by eteril1r.1ng gold. Then the Reserve 
Board ran their reserve r equirements up much too r api dly. 
At the same titre Government expenditu.res dropped ott very 
sharply. Now you could drop off Government expe nditures 
sharply if you did not do the other two things or not to 
the extent that you did the other two things and it may 
be a matter of opinion as to t he first thing we should 
do and -- a l a good many people agree with me on that - ­
you should change and let the world know that you have 
changed your policY troo deflationarY to an inflationary. 
Now the word inflationary does not bot her me and I should 
think it would bother other people leas than it did before 
because I think one thing haa demonstrated that we have 
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got some brakes . 

With regard to this balanci ng of the budget , 1t 
you diagnose the situation carefully you find the field 
when you examine the business situation, that this buei­
ness cycle baa not spent itself; you will find fields 
where there is an actual shortage in ca pital goode , the 
field of oonetruotion,particularly people who make ooo­
mitments in that field, want to know t he direction or 
Government finance. I don ' t think you can take one 
particular remedy and say t hat will do, but I think it 
you came out clearly with some action that clearly re­
versed your deflationary action and were done in a big 
wa y, then I think you can make your budge t balancing 
epeech and t he inference would be that the Secretary is 
making this and he i ntends to t ake every action to bri~ 
business actiVity up to a balanced budget; that he is 
:tully aware that t he only Tray you can balance the budget 
is through prosperity , but he expects prosperity. 

Rli,Jr: The tlrst reaction of Eccles was tha t an 
immediate urice change would be bad, and Eccles did not 
want a urioe change at this time because, he said, it 
you get" a fillip the President will not move any on labor. 

Dr. Haas: One t hing on labor is t l:>~ t I agree that 
labor c osts hAve mounted very sharPlY· But t ake i nter­
est r a tes. You will pay almost any rate of i nterest and 
you will pay high labor costs too, provided you have got 
a profit outlook ahead or so. 

So what I would do, I would, at this moment my 
ott-hand opinion right now would be , I would con~ide~ 
very carefully doing t his gold be tore your speec an h on 

th r that give this balancing t he budget speoc • 
e run o • ourself ' You may be able to 

You may not want to time YB tat the same time, give t he 
meet Danny ' s objefti onthe l~nes as it is now written and 
speech somewhat a ong forced to spending, i t seems to 
then later on i f you aye sized t he situati on uu. You 
me you have an out. ou 1 i it up I tls not the 
have every Justit~c!~~n rolt~szs~ewhat dirterent. It 
deep depression o ' lee t hen I think the circ~~ 
it g oes into something ed I ' think you can apply different 
stances are ditfer~nttt~nk anybodY 1s going to hold you 
remadles a nd I don 
to i t. 
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HK.Jr: All right. 
f ellows first . 

We will take the resea.reh 

Dr. White: Well , with me, I find my mind i s 
somewhat opposite f rom what has been said l argely by 
Herman f i rst a nd George. You know where'I stand on 
the gold matt er. Wi th respect to the speech, i t ap­
pears to me that the i mportant obJective which I take 
it you have; certainly I have - - and whi ch I think ie 
the only obJective i s business conditions, future and 
present cusiness conditions, and it appears to me that 
the speech has to be regarded, and your views have to 
be regarded i n the l i ght of their relation to, their 
effect on , business conditions and on future as well 
as present - - long- range business condi tions. There 
it s eems , you are taking a very definite position, which 
represents a certain view. With respect to the desi r­
ability of one move or another, it appears to me that 
must be evaluated in the light of how it contributes 
to business conditions and I might say tbere is by no 
means unanimity of position with respect to the stand 
that is being expressed here that what i s needed i s a 
balanced budget or assurance of a balanced budget t o bring 
about improved business. There is difference of opinion 
on tlu\t score . 

It appears to me that it is necessary to go a 
little slower, therefore, since the Administration poli cy 
is extremely important in this. I t is a vital-- it ' s 
a matter possiblyof depression , possibly of recession, 
but potentialities of developments under t hese conditione 
are ao enormous that we have to proceed very carefully. 
Hence I should like very much to see you take the posi­
tion which i s counter to t he Administration position on 
so vital a matter unless you are perfectly sure that you 
are right , Ur, Secretary. So long as there is a reason­
able measure of doubt , and may I say, llr. Secretary, that 
t here is a very definite, a r easonably defi nite doubt, 
and I think I could support the opposi t e view wi t h a 
great deal of cogency and others could too. Since the 
matter is 80 vital and since, further, that you are t ak­
ing a strong position on this point, maY not alter condi­
tions 1n the way you would like - - it mi ght bring about 
opposi te conditions -- under those circumstances i t should 
be t he Admini st ration position - - after all, t he Secretary 
ot the Treasury i s not committed to have a definite poli cy 
on a balanced budget when , and t his is t he qualification, 
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when there 1e a larger issue at stake or business condi­
tione. He can have hie view when that view 1s the unan­
imous view of those who are significant in the Adminis­
tration. Then he can IlSke a strong sp eech. I should 
11lte to see you malts the speech and I think it would re­
quire some changes. It would lose in f orce. Granted. 
And it would lose in effectiveness. But I think you can 
still have a pretty good speeoh and leave yourself where 
you are not taking t he position, whioh I reel is not war­
ranted by sufficient unanimity at this time in so maJor a 
oris1s. 

HU,Jr: Let me ask you this question. Supposing 
I began to pay ott each week the bills with gol d and paid 
ott the 450,000 ,000 on the 15th or December with gold, 
what do you think the effeoys would be -- the announcement 
or that, say , Sunday night? 

Or. White: I think it would be bullish. I would 
not expect too much because you are dealing with psycho­
logical reactions of the business man and they are not 
always r ational . The question in our minds is not whether 
it will be bullish but on the contrary how bullish. The 
most you can say i~ it won't be greatly effective. That ' s 
the !1rst step we can take and it may surprise us. 

Bl!,Jr: Let me aslt you t his. Have you had time -­
I raised this Tuesday - have you traveled along the road 
tar enough to reel t hat you are ready t o recommend tha~T 

or. lfh1 te: Very strongly. We have been thinking 
b t this for a long time . We took th1e position a few 

:e~~s ago and it ie not something I t hought of over night. 

HJ,!,Jr: I saw your memorandum. 

Dr. White: That includes my Judgment , 
a question I have t hought about. 

but 1t1 e not 

HU.Jr: But you are ready to reoo=mend itT 

Dr. lfh1 te: Oe!1nitel.Y· 

Ur. Bell: 
What erreot doee the deposit of 300 aillion 

have? 

r.tr. Seltzer: 
An excellent erteot in th1s respect: 
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that if your Government bond market and higher grade 
bonds had collapsed with other securities in the last 
couple ot months, your situation today would have been 
much worse . 

48S 

ID!.Jr; High grade private bonds have stayed up 
beautifully. What we have done is we have turned the 
th.ing from banks selling to banks buying and they s t arted 
the last week i n September. 

Yr. Bell: I sn't that about the effect of your 
gold policy in these two steps, to help the orice of 
Governcent securities and the other, long- term, will 
help but it will not help the capital market in the 
sense that you will get new iesuest ,... -- -

HY,Jr: You will have to toke me a little on faith 
in this, but certainly everybody, if I could name him, 
he would have t he respect of everybody in this room. 
I consider him one of the most respected and intelligent 
bankers in the country. He is urging me to make this 
move on gol d sterilization oimply to show that Washington 
recognizes that havi ng made that move we have gone too 
f ar and we simply want to remove it , and he assures me 
that if we do that t hat all of the influence which he 
has , and which is very, very considerable, will be put 
behind to explain to the financial community that this 
is a wise move . Now he is a man of sufficient influence 
that a statement !rom him of t hat kind is of tremendous 
importance. Now I wouldn't do this thing just on one 
man ' s say so, but what I was getti ng at with the Presi­
dent last night was to invi te the same sort ot people 
and have them down here tor two days and talk t he t hing 
over. the same oeople who howl about taxes, but if I can 
get two-thirds of the financial community of New York to 
say1 this is fine; we will back you u9 and we wll} sell 
it to the country, 1 that's hal! t he story. That a half 
the story. 

And the President keeps talking about people hold­
ing a pistol to his head and I said, to this ma.n, This 
is between you and me. I oan1 t do anyth1rs for you 
and you canl t do anything tor me. We don t have to 
give any t hing. And this gentleman did not ask any 

remises . He was begging me to do it and be did ho~ s831 
fi t you do this, we will back you up i! you do eo an~ eo, 
and he never raised that question. He never eaid, We 

Regraded Unclassified



-18-

won't sell this thing unless :you do such a tiling in 
the tax fi eld; begging me; praotically going down 
on hie knees tor me to make this kind of a gesture 
and never onoe barga ined with me. This 1s just some­
t hing that Henry Morgenthau, Jr. , hae to deolde. 
' You oan' t do anyth i ng tor me; I am not asking you. 
It's Just between the two ot us. There is no bargain. ' 
It we oan do so~hing which is s ound and we don't have 
to deal or sell our soul or give up a.ny ot t he reform 
ot t his Government, I soy try it . What harm can there 
be? I am not trading. Eccles wants to trade with me . 
Nobody is going in my back door making an:r deale w1 th 
me . This is just between the President and t he Secre­
tary of t he Treasury; nobod:y else. I t does not tie 
hi e hands. He oan build ten TVA's as tar as I am con­
cerned. 

Ur. Seltzer: I tully agree on the gold pol1oy, 
t hat we ought to change it. That ' s your question? 

HU,Jr: Speech f i rst. 

l.!r . Seltzer: Speech? There 1a th1a • On an 
ordinary balancing of the budget , taking next year by 
i tself you are setting up a billi on surplus tor debt 
re tire~ent. I t ' s true that a l ong time in t he f uture 
we are going to have some additional obligations and 
that's why we set up a surplus , but the current effect 
is a billion surplus for debt retirement. 

l.lr. Bell: Funny surplus. 

1.1r. Seltzer: I t is none t he leas a surplus. If, 
t herefore :you dump in through gold an addit i onal bil­
lion 1n the capital markets, some of the reasons foi-

kl t his other surplus di sappear. However, no 
see ng d1 I would hold t o your present position on 
~~!h~!!ra ~·balancing the budget in the ordinary senae 
ln the belle! that business conditione will ~~~;;ei!;ay 
I k 1 mind however t ha t you are go ng k t 

eep n ' biillon more than you give bao o 
from the taxpt ianyetrhea ~orm o f debt retirement. 
them excep 

Mf· Upham: So tar ~s !~~Ya~~~ht~! ~~~e~~e~pe!ch 
should ike t o a ee i~::O:h e I have not seen t he exact 
you have wr1ttenh1, nka 1t is all t he more icportant t hat 
language. I t 
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you make that kind or epeeoh 1! 
ourselves !aced with the neoeaai~; ~~ goi~f to find 
money. I think that kind or apeeoh w~~~nb ng more 
only kind or reassurance there is to bueine:a~bout the 

ffU . Jr: Suppose I make it aa it is so!t enin it 
a little, on the lOth and then on the 15th the Pre~1dent 
sen s a message to Congreea advocating the soending or 
more money. · 

Mr. Uoham: 
mind being • •• • 

Then the monkey you said you did not 
(General laughter) 

glad 

HY,Jr: I did not say monkey. 

Ur. Uhham: But the public is going to be awfUlly 
that t ere is such a monkey in Washington. 

HM,Jr: Couldn' t you use something else? (Laughter) 

Or. White : I! you want to saori! ioe yourself, but 
before you tight tor victory I think you want to be sure 
victory is desirable . Fight to the last ditch it you 
were positive that the thing you were fighting tor waa 
right and that ' s where I have my most sincere doubts. 

Ur. Oliohant: Suppose on the night of the 9th, 
Ur. Secretary, you were assailed with much graver doubts 
than you have now as to the possi bility or a serious de­
preeeion with large increase in exPenditures in January 
and February. With your candor and frankness in public 
utter ances and in your frivats conversations, I don't 
think - - though I haven t read the speech, but taking 
your summary of 1t -- I think rou would be put to it to 
make it the next daY and I don t want to see you hands 
tied by the speech. 

Ur. Gaston: That means two speeches. 

Ur. Taylor: You oan 1 t make a speech on the lOth and 
then have the President say the opposite thing tive daye 

488 

later . 
HM Jr: or course, I am seeing him saturdaY• I would 

person&liy reel very much happi er about making the speech 
i ! we did the gold t hing Sunday night tor ltonday morning 
papers and then making this speech -- then got that thing 
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across and then make the speech or make an announcement 
Wednesday night and incorporate it in the speech that I 
feel the situation is such at this time in order to bal­
ance the bGdget we have to release t his gold which is 
locked up and put it to work, and having done that that 
will make this thing possible 1t anything. ' 

Wr. Haas: Your speech as you now have set it up 
is not a balanc ed budget speech of the type some people 
have 1n mind that you balance the budget regardless• 
t hat is, if you increase expenses you increase taxa~. 
I t you analyze it, it the budget is going to be balanced 
it' s beoause business conditions •• .. 

RK,Jr: But it is pretty cleverly done. 
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Wr. Bell: I think that part of the speech 1s pretty 
good, that you are not expecting this t hing to continue. 

Dr. White: But it could be changed, not a great 
deal, and still make 1t less subtle. 

HM,Jr: Hsre1 e the thing I aeked myself. Let ' s 
say that it did not - - I think I am big enough -- is t his 
t he kird of speeoh that should be made at t lU s time by 
the Secretarr of the Treasury. Let' s s t art all over 
again. Let s forget the ·heartaches and the brains and 
the tired hours and everything else, and I am big enough 
if we star~ed all fresh and we knew a month ago that the 
situation-as going to be as it 1s now, would I be making 
this? To have to sit down and write a fresh speech 
naturally just s cares me to death. 

Dr. White: I don' t think that' s necessary. I 
think we oould take that and write something as the oc-
oasion requires. 

I!ll ,Jr: Do cond1 tiona require doing someth1rg tor 
gold now and we should do it Sunday night? That s number 
one. Should it be done? And I can tell you r ight now 
I am not going to argue with Yr. Eoolee about it. I 
won't try to sell Eooles th1e t hing. He's coming in 
t omorrow morning again, but I am not going to s1 t down 
and give myself a sarles of sick headackes between now 

and sunday night . 
Yr. TaYlor: You simply tell him you decided to 
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do i t . You have this group coming down over the week­
end. You oould talk it over with them and t hat ' s wher e 
I assume you got the idea. That ' s one man's ooinion. 
You can consult that group because they are t he-group 
you want to eell it for you. 

HK~r: That's right. I t's the moet combined-­
I woul d ~ve two-thirds of the financial community and 
I don ' t have to give them this. You don't believe it? 

Mr. Upham: Yes. Two- thirds of the f inancial • •• 

H}.! Jr: Two-thirds of t he financial market. Two­
thirds o? t he people who sit around the various clubs and 
talk t he thing over the table. 

Mr. Taylor: On the basis of that discussion you 
will determine whether or not that pa.rt1cular thing is 
an i mportant factor in the situation. 

HM.Jr: Oh, yes! But I also feelif a fel low i s 
going to do that Sunday night , as a month from now ••• 

tlr. TaYl?r: Sure! I f that's the answer you g et , 
o. K! I don t think you are going to get that answer. 

Mr. Upham: I don't either. 

Wr. Tylor: I don't think that t hat is a factor 
in t h e e1~uat1on . 

HU.Jr: I have already gotten it. 

Hr. Taylor: You have got it from one man. 

1D4 Jr• I t eo happens that the whole group were 
opposed ! o ~ur sterilizing. I am not going out to sell 
it to t t... I am going to ask them • 

that 

. 
Dr. Wh1tr You 

one quest onT 

Jn! .Jr: Yes. 

are going to confine yourself to 

"r. TaYlor: The reason I ask what is the reason 
"'- - - -- l ot of things more 1m-

f or t his recession, there areda 
portant to them than this gol • 
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HM,Jr: I am going to tell them I am not at 
t his time going to talk taxes; I am Just going to 
talk gold. 

Mr. Taylor: So you will be sure to get their 
reaction on gold. 

HMi Jr: 'Do you think I ought to do something 
about go d at this timet And, gentlemen, when you 
come down I am going to ask you, please , don't come 
down if you want to talk taxes because I don't want 
to talk taxes at this time. 1 

Ur. Oliphant: Or utilities. 

HM,Jr: Or anything else, but I want to emphaa1r.e 
taxes. All right, Dan, let ' s you and Herbert Gaeton 
and I get your suggestion. Will you all think thie 
thing over very, very carefully? 

(All left the meeting with the exception of Bell, 
Taylor, Gaston and Haas. ) 

Wr. Bell: I have not had a chance to study it -­
both drafts. They are l argely alike -- some t hings 
in one and not i n the other. The one I have been read­
i ng more carefully was t he one I read last night . 

Some or the queetione I would raise would be 
very minor. You eay you are glad to diseuse this 
problem1 before the meobera assembled here tonight.' 
Seventy-five percent will be guests. You realize t hat. 
And that the war was 'unbelievably costly' . Well , it'e 
not unbelievable because it ie a fact that stares you 
i n the r ace and I would like to fi nd some other word. 

And ' we deli berately used an unbalanced budget '. 
I wonder 1f that's what you want to say , that you de­
l i berately went on to a program or spending in spi te 
ot an unbalanced budget. 

H14.Jr: No. 
Wr. Gaston: No. We deliberately unbalanced 1t. 

H14.Jr: I think you are wrong. I think 11' you 
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neked the Pres ident ~- woul d ~- d 
th1 

""' ear "" eliberatelv di d e . • 

Ur. Gaston: Under those situati ons rou wanted 
mor e expenditures than revenue. You deliberat elr 
want ed an unbalanced budget . 

HK,Jr: That' s what he foilowed. 

Mr. Bell: I suppose rou want to say this: ' On 
the contrarr, froo all these standpoints, conditi ons 
are favorable for a continued increase in t he level of 
business a ctivitr.' 

Jolr, Haas: That 's all right. 

J.lr . Bell: Well, I think it i s all right to sar 
that . 

Wr. Haas: He has to say that if he comes to t hese 
conclusions. 

Mr . Bell: That' s all right if the economists 
think thit 1 s a good thing to say. I assume you want 
to hit the d ifference between 1933 and 1929 . 

HM,Jr: Between 1933 and 1937. 
sore i f rou called h im a poli tician. 

George would ge t 

J.lr, Bell: 'The basic thing is to f oster the ap­
plication of the dri v!ng force of private capital to 
the present favorable ciroumstanoee. 1 At this moment 
ther are not very favorable. 

HU.Jr: That has been changed to ex1et1ng. You 
are quite r i ght . We chang ed that. 

Ur. Bell: I don ' t know what thi s means over here. 
' In this connection, I should l i ke to point out that 
t he underlring technical conditions t hat made deficit 
s pending the wisest kind of economic polic'f during the 
depression no longer exist . ' Technical conditions. We 
don ' t know t he reasons for the stock market decline. 
We eay teohn1cal. 

gr. Gas t on: He goes on to ear what those techni cal 

conditione are . 
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Mr. Bell: Were they technical? 

Wr. Haas: You might substitute another word • . . 
Mr. Bell: 

1 ordinary ' 
We are creating a new t er m in budget. 

The budget . 

HK,Jr: That i s very deli berate. 

Mr. Bell: I know what you mean and you have ex­
plained. 

HU,Jr: I am always frank 'tl1 t h 
The President called it 'layman ' s' . 
ness •. Now we call it 'ordinary'. 
me a better term ••.• 

my people, Bell. 
We call i t 1 bus1-
It you can gi•e 

l~. Bell: I can ' t other than Just to say 'seek 
a balanced ordinary budget including Social Security 
and excluding debt retirement . I admit that's compl i­
cated. I don't object to it , but i t creates a term. 

Now, you talk about 700 mi llions reduction in 
expenditures. ' In addition, every dollar t hat t he 
Treasury r ealizes from t he liquidation of revolving 
funds , and from other r epayments of loans and capital 
advances, should be set aside t or debt retirement . • 
That means to keep within t he budget you have outli ned 
I have to get 850 milli on reduction i n expenditures 
inst ead of 750 millions . 

~.Jr: How would you put it? 

Wr. Bell: I don ' t think you can use repayments 
of loans and capital advances tor debt retirement when­
ever your deficit exists •• . . 

HM .Jr: Cut that out. 
150 million? 

You mean that's another 

Wr. Gaston: It does mean another 150 mil l ion. 

RK,Jr: Throw it out . This is good, Dan. You 
have been ver y helpful. Throw it out . 
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Ur. Bell: Page 24. 

Ur. Taylor: Stop at page 23• I di 
lot ot work after talk.ing to t he bove · d quite a 
Tuesday, changing the wording in t~t in ~Y room on 
Social Security t hing. That's where~=~ i~n~o!~e 
~~ey~re not very big. Most ot them are eliminations 

a r ng ~n page 23. I nstead ot saying ' operating • 
very much, I would say ' handled very much like'. 

Hli .Jr: I a m not goi ng t o argue. It t his makes 
Wayne happy, go ahead. 

1 
l.lr. Taylor: Down below, starting t he sentence 

All that t he insurance company has .•. • I would out 
out t hat sentence. ' 

HU.Jr: You know t hat ' s t he Pr esident of t he United 
States. 

Mr. Taylor: I realize t hat . 

Mr. Bell: That suits me. 

Mr. Taylor: Here ' s what I want to do, Dan. I 
want t o s ay: 1The manner in whi ch these tunds must be 
invested i s laid down by t he State laws and embodi es 
the very sound princi ple ot diver s ified risks. • 

l.lr. Bell: You can't do t hat wi th t he Government. 

l.lr. Haas: You go on to e~la1n \t. 

l.lr. Bell: Of course , I see how you do it. 

Ur. TaYlor: Top of page 24. It woul d r ead: "The 
Federal Government, in connection with the Old-Age Re­
serv~ Account and t he Unemployment Trust Fund , also in­
vests the money which it receives i n t he manner laid 
down by Congress in Government obligations. Government 
obligations, of course, represent t he most diversified 
risk available in thi s country as they rest on the tax 
obli gations ot all industries and all i ndividuale.• I 

eubstitute • •• 

ur. Bell: That's all right. 
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HI.! , J r: It rests on the sovereign right or the 
St ate. That ' s the t echnical way, isn't it, Bell? 

L!r . Bel.l : Yea; it's sovereign power. 

Mr. Taylor: I would out out •aut t hese Dieoes 
or paper, 1 etc. 

Mr. Bell : Does that eliminate everything with 
r ef erence to your money and your tunda? 

Mr. Taylor: Yea. 

Mr. Bel.l : Because you are tallting to people who 
haven ' t got any inter est in this. 

Ur. Taylor: It you will notice, I have cut out 
all •pieces of paper• . 

Ur. Bell: Then that's the question I was raising, 
exactly. 

1~ . Taylor: In the last par agraph on page 24 , 
I would say, *When the Trea sury i nvests • and don ' t say , 
"Now, when the Treasury • .• • 

Over on the next page, at t he bottom or page 25, 
change it from 1 With a balanced budget • to-- stick an 
• 1 r• •• .•. . . 

HI.!.Jr: No, I woul.d leave i t that wBY• 
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Ur. Taylor: Then I would cut out the last sentence, 
•In other words t h e Treasury next year w1l.l. be adding 
one bill.ion dol.l.ars to t he supply or tunds in the capital 
market. • Absolutely irrelevant. 

Mr. Haas : No, it is not . 
HY Jr: I n other words, the Treasur y would be add­

ing one ~1ll.1on? 
11r. TaYl.or: That • s not what you are t al.k1ng about. 

Has no beari ng on what you have been tal.lting about bef ore. 

HY.Jr: Will. you ti ght that out? 
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Mr. Bell: On page 25 of mine I thi nk you 
said 24, *Now when the Treasury inv~sts your old-
age taxes and your unemployment compensati on taxes -­
those are not old- age taxes because they are not 
earmarked. I want to out out 1your• and •taxes • . 

l!r. Haas: You really invest the appropriation. 

Mr. Taylor: Change it to old-age •receipts • 
and unemployment compensation •receipts •. 

lo!r. Bell : That ' s right. Or funds . Funds i s 
Just as good. 

"However, the rates of int erest which the Tr eas­
ury is r equired by law to pay on funds invested for 
these accounts are higher than thoee which can be ob­
tained by purchasing suitable Government obligations 
in the open market. • I don ' t think you can say that. 

Mr. Haas: Correct it or out it out. 

HM,Jr: I would do one or the other. 

Mr. Bell: Next page. Change 1 bonds 1 to ' ob­
ligations. *Hence the Treasury is issuing special 
obligations, eto.• • ••• is using the tunds so ob­
tained to reduce the amount of its obligations eold 
to or held by private investors. • IndirectlY only, 
because you are using the funds to finance the def icit 
and thereb7 reducing your borrowings by that amount 
rather than reducing the amount in the hands of in-
vestors . 

49S 

Bot tom of page 27. (Page 26 of at t ached draft . ) 
This is not important and I don ' t know whether it should 
go inl "I have shown why, in~ opinion, thi s balance 
ehould be eought by a reduction of seven hundred million 
dollars in expenditures , and why a large surplus for debt 
retirement would be undesirable at this time i f it muet 
be achieved by el11111nating es11ential Federal serdcee • • • • 

1 

Make i t Federal relief for eervicet• 

HM.Jr: All right. 

Kr· TaYlor: Change it to rceponsib1litiee. 
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Mr. Bell : All right. 

That's all I have , except the ~eneral question 
ot using the figure of ?50 millions 1.1 thout l e,ying a 
little more stress on t he assumpti on of the revenue 
not coming above this year's and trying to hold exoen­
ditures. You very defini t ely said that. 'I am con­
vinced t hat t his reduction can be made. • I hate to 
see you make that statement because I a m not convinced. 

Hl.!,Jr: All right. We will qual i ty i t. 

Mr. Bell: I am not convinced and I don ' t want 
you t o say it. 

HU,Jr: Ho .. would you change it? 

Mr. Bell:Well, I think what could be done, in the 
first part ot the speech, is t o lay a little ~ore stress 
on the assumption that next year ' s revenue will be t he 
same . That what you are going to talk about for 1939 
is that revenue will be the same . If we are going t o 
have a balanced budget i n 1939 , we have to reduce our 
expenditures by ?50 milli ons to come down to your esti­
mated revenue and t hat shows you t he task before you. 

HU,Jr: I think that's very important. 

Ur. Bell: There is one more thing, and we will 
get a Ohince at these figures again. You talk about 
a billion reducti on in the debt. In set t ing up the 
old-age revenue and the unemployment trust tund revenue 
a gainst expenses under t he S ' cial Securit y Act and eK­
uens es under trust funds, we come out with about 840 
millions excess invaatments . 

HU.Jr: For next year? 

Mr. Bell: Yea, so we may want to change t hat 
billion or we may want to say Socie.l SecuritY fund and 
some other investment tunds to !D8lte it e. billion. 

oOo-oOo 
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