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$80 IIUliOD J at i OD'l rnc
~t18 ._, Budpt liN .... to Coacr'eN 

1/4/)9.......................................... 182 
..... (Rapar D. ) -randua to Karle BaiUe on 

propoHd pneral. bui.n .. a obeok- 1/13/)9 ....... 
BaiU• tran-ita two -NIId&•· (1) role cletic1t 

IIJ*Y'Snc 1D the fora of •net oont.ribut.ions• ~ 
1D tile Allerioen ecaDCIITJ {2) apre .. iou of bu•i.ne•
reprcU.nc o-• ot 1937 busi.ne81 deoline - 1/16/39 ... l'II!'• -randua to nri.ous Cabinet~· IN~~&stillg 
etst..n~ or apeech 1D favor of buclcet IMSS&Ile ,position -
•oo.penaatoey tiacal pollf:TA - 1/21/39 ••••••••••••••••• 

Conterenc. bold at HMJr1a ~J pNSC~tt lii&Jr, s-a, 
Bell, Galton, fAlttield, 11hite1 H&u - l/24/J<i ••••••• •• , 

Bau -randlml •DeYel.o~t of the current busi.neas 
rec .. •ion• - 1/26/39•• •••••••• • ••• •••••••••• ••••••• •• • • 

lll1ff1al.d'a report on conterenee with Ool.demN1.aer -
1/26/)9 • •• ••• ••••••••• •• •••• ••••• •• •••• •••••••• •• •• •• •• 

Pill'. aecond W!l*>randwl eek' 01 J:D,Wr to belp •• ... ......... 
Allerioen Fedara~i.on of Labor ate~~~ "11bat1 a lhud for 

1939 and 1940?" Kont.bl7 SUM'87 ot atainaas - JanU81'7'1 
1939 ••••••••••••••••••••••••••••••••••••••••••••••••••• 

'lb.its _,randua to be t.alam to Whits House - l/31/39 .... 
Second conference bold at lii&Jr'• bOMJ presents I!IIJr, 

Hopld.na, Bcclee, Hendoraon, Currie, No.than Delano, 
Hanes, Ga.ston, Wbi.te, Haa.s, and Thorp - 2/~/39 ......... 

Conferaneo1 _Presents EIUJr, Ga.ston, lihite, Haa.s, lll1ft1old, 
Lubin- l/30/39 ••••••••••••••• ••• ••••••••••••••• ••••••• 

Lub:l.D .....,randua ent1.t1ed, 0Qltl:l.De for ~ia cf 
faotora deterarhrtnc the l8'1'el of national. 1nccae• ..... , 

Daleno letter to editor of~ conceminc Round Table 
OD OoTeroment speoding - 2/9/39•• •••••••••••••••••••••• 

c-roe release; •Inecae 1D United States, 1929-1937" •••• 
~randua mllm.tted b7 Technical c-s.tt.e of Fiscal and 

lolonetaey .&dTiaocy c-s.ttee u outl:l.De for •tudT of 
NOOftrT procr• t.ranam1.tted to Eccles, Delano, Beaderaon, 
Lubin• Hopkins - 2/18/39·• ••••• • • ••••••• • •• • ••••• ••••• • •• 

ConteNnee of Fiscal and ~onetary .Adviaocy Cc:ad.ttee -
2/13/39 •••••••••••••••••••••••••••••••••••••••••••••••••• 
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fO THl: COVGRESS OP THE U!IITHJ> 8T.t.TE8o 

In reportills OD the atate or tho nation, I ha ... 
tilt it nooeaoary 011 pre't10111 oooaaiona to adviae the 
Ce~~~&rell or diaturbence abroed and ot the need or puttiD& 
0\lr """ bOll•• 1D order 1D tho f'aoe or atol'll ·~.-a trca 
aorou the .eaa. As thia s. ... nty-Sixth Conueu open. 
there is need tor fUrther warniD&o 

A war whioh threater»d to eowlop tho world ill 
tlaaea baa been a .... rted 1 but it baa be...,.. ioorMaiJI&l;y 
oloar tho.t peaca is not aaaured, 

All about ua ,..,. undeolared wara - military aDd 
eoonCIII1o . All abO\It us uow more deadly a..-ota -
military and eoon<aio , All ab011t ua are thret.ta ot new 
agcroeaion -- military and ooonauio , 

Storms ~om abroed dirootly oballento tp~oe 1nat1tut1ono 
1Jld1apenao.ble to Amerioana, now a o alwo.yo , The first 1a rolip.ca. 
It 1o the eource ot the othor two -- demooro.oy aDd 1nteMit.tiona1 
&00<1 f'aith. 

IW11P,on, by too.ohinc .., hie rolat10<14hip to Ood, 
&ifto thoo 1Jld1 vidual a son eo or hie ~ d1Qiity aDd teaohea 
h1a to ~apoot himaelt ~ roapeotin,o; hie nei~bora , 

Do8100raoy' tho praotioe or aolt-&oY<Ornment ' 1o • 
ocm>nant .,.~ froe 111111 to reapeot the righte aDd llbortiee 
ot thoir tollowo , 

Interno.tionlll &00<1 faith, a aieter ot deaooro.ay , 
aprin,o;e tr011 the will or o1v111&od natione of 100n to ro.ot 
the ri&)lto and l1bert1oo of other nationa ot -n. 

In a modern o1Y1li&otion, all throo -- rel1&1on, 
domooro.oy and 1Dtonuo.t1onal good faith - ocapluJDeot ea.oh 
other, 

Where treodcm or rolicion baa beoD o.ttepted, tho 
o.ttaok baa .... tr<a aO\Irooa oppoeed to d-oraoy. ...,.. 
d-"'"7 nr.. -~~ cmorthr..,., the 8p1rit ot ,...,.. ......,lllp 
baa ldiKppoarod. ADd wbere rollP,oa aDd do-rar:r h&w 
'IIUiiaW, r;ood taitll aDd l"MOOII ill 1Dtenatianal atta.1re 
h&l '11_,..,..., oat ...,1t1oa UIIS 'llnte ~· 

1 

P Ol'dort.Ac ot ooot.t)o ..,la.b ,.loPt.:"! nlJcl•• ._.....,.and sood ta1tll -c ~tl- to tbo.ballt&rl I 
- t1Jid no plroo witbiD lt tor the 14oalo ot tho Prs
ot ....... Tho United StAtoe rojoote euoh an Ol'd•rins• 
and ite nnoiont 

1 
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'!'bare ...... a tiM in the &tfa1ra Of MD when they '\ 
llu.tt prepare to detend not tbelr boca .. alrne bat the teneta oL 
ot talth and h.-.nity 011 1rbicb their cbiU'cbeo, tbetr 
SOYel'IIMnta and their verJ clrtllzaUon are founded. !be 
dotense ..r reUston, ot de•creoy and ot pe4 taitb a.-oq 
netlona ls all tho - tlpt. To .... oae we llllSt now 
aka up our llinda to ana all . 

We know whet lllsht happen to ua ot the 0111 ted Statu 
it tha naw pb1losopb1ea of t•rce wre to encon;>eaa tho 
other continents and inYSde our own. Wo, no more than athar 
nstions, can atford to be siU'roundod by the anomies ot our 
toith an4 our humanity. Fortunatw tt ie, thererors, that in 
this Woatern Homiaphere we have, under a oommon ideal ot 
democratic sovernmant, a rloh divaraity ot resources and at 
pooplea tunctionin& together in mutual respect and peace. 

That Hem~ephere, thAt peace, and that ideal we 
propose t., do our share in protutlns apinst s t or:DS trom 
an,y quartsr. Our people and our resources are pledged ta 
aeouro that protection. From that dot ormination no Amer1Cilll 
tllnchos. 

Tb1s by no caans i.clpllos that the American Republics 
diaasaocia te themselves tree the nations ot other contlnanta -
ll ~ ~ ~·the Americas apinat tho rest or the world. We 
as one or the Republica reiterate our willingness to help the 
cause ot world peace. We s tand on our historio orter to take 
c~unael with all other nations or tho world to the end that 
auross1on among tham be terminated, thet the race ot &I'IIlllments 
cease and that commerce be renowed. 

But the world baa grown ao small and weapons ot attack 
so ewitt thnt no nation can be sate in its Will to peace so 
leng as any other sl,ngle p"';ertul net ion rotusee to settle 
its grievances at t~e council t able . 

For it an,y e• vernment bristling with implements ot 
war insists on policies ot terce , woapons or detenae give 
the only safety, 

In our rore1&D relations wo heve learned trolll tho 
put wbat not to do. From new wsra ..., have learned whet we 
muat do . 

Wo have learned that etroctivo timiD& ot datense, and 
the distant points trom whiob attacks moy be launched are 
oamplotely ditterent trom what they wore twenty years age . 

We have learned that survival cannot be euarantaed 
by arming otter the attack begins -- tor there is new range 
and epaod to ottonse. 

We have learned tbl>t lons before any n art military 
act, a&&raeslon be111ns with prel1Jl1nar1oe ct proposanda, 
auba1dlZAid penetrntion, the looaenleoo ot t1ea ot 1"04 will, 
tbe atirrins or prejudice and tho inciteoant to disunion. 

We heve learned that Clod-tearing clelllOCr&Clea ot the 
world wblch observe tba sanctity or tNat1ee and sood tait~ 
in their doaUnga w1 th other nation• cannot sat elY be 
indl tterent to international lawloaaaoaa a.nywbera. 'l'l>ey 
cannot toravor let pass, without ertaetivo pretost, acta ot 
assreasion asa1nat stator netiona -- ~eta Wbicb automatically 
undermine all or o.w. 
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o~rraoual)' U.q - proceed aloiiC practical, pe-"'1 
liMa. llu~ tt. •re fact that "" rlt;btl)' .WollM to illten.M 
vlth anu to prnent acta of accreii10ii 4ou aot - that we 
... t act ae if there ver• 110 au;rudon at all, Word• MIT be 
tutlle, but war 11 110t the onl)' •ane ot oo-41ac a 4.ecent 
re.,.ct for the op1111one of Mllld.n4. 'l'Mre are ...,_.. •tbo<la 
ehort of vnr, but otront;er an4 110re ettecUYe than • r e vorda, 
of briDCtn& hol:lll to eggreaoor gonrnMnte the aggregate ..,tl
menta of our ovn people. 

At the Yor; leaet, we can and thoul! &Yold any aetion, 
or any l&c'< ot action, which will encourage, o.uilt or build 
up an o.cgrottor. Ye hAve learned that when we deliberately 
try to legislate neutrality, our neutrality law~ may operate 
unevenly and unfairl:r -- lllllil' actually give &ld ., an eggreasor 
and deny it to the victim. The tnet1not of eelf-preaervation 
ehould warn ua that we ought not to let that happen an:r more. 

And we have learned oo•t hi n& elle -- the old, old 
leeoon thAt pro'babUUy of attack h algi\tll)' decreaaed b7 
tho aeeurance of an ever ~ dete~ee. Since 1931 world eYanto 
of thunderoua l.:lo)lort have 100ved wlth 11j;htniq speed. Durlag 
theae eigllt :rears """'7 oi our people cl""4: t o the hope that the 
Innate -decency of 113Dldnd would protect the unprepared who ohowed 
their Innate trust in ~d. T~ we are all wiaer -- and 
eaddar. 

Under modern conllitlona what we •an b:r •adequate 
datenoo• -- a policy subscribed to by all -- ~•t be divided 
Into three elegents. lirat we muot have armed forces and de
fenaoe etrons enough to ward off eudden attoCk againet etrateglc 
poeit iona and key facilities eoeential to eneuro sustained re
eietance and ultimate victory. Secondly we mutt have the organi
zation and location of those key facilitiee eo that they lllllil' be 
lmcodiately utilized and rapidly expanded to meet all needs with-· 
out dancer of serious lntorruptlon by enemJ attack. 

In the course of a few da;re I ehall aend :you a special 
.. eeage aa!<iDB recol:lllOndatlono for thooe two e11entlels of de
fenee &eainot dangar which we cannot B&fel)' aacwoe vill not 
co ... 

IC these first two e11ent1Alo are reaoonably provided 
for, we .uet be n~le confident~• to lnvoko the third element, 
tho underl~inR stren&th of cltizenehip -- the oolf-confidence, 
the ability, the ime&inntion and the devotion that give the 
ot~illl> po .. er to aee thin;;e tbroU&h. 

A otronc and united nation may be deotroyed if it Ia 
unprepared against sudden attack. But even a nation vell ar.ed 
and well or~i•ed from a atrictl? military etandpolnt, ~· 
after a period of tim, ""'et defeat It it h unnerved b)' aelf
dietruat, endangered~ claeo preJudice, b)' diooeneion between 
capital an~ labor, b)' felee oconoiii!Y &DCI b)' other unsolYed social 
probl ... at holD. 

In autiD,S the troubln of the world we 81.et ••t 
them ae ono pftOPl• -- with a unit:r born of the fact that for 
&eoeratlone those vho han coae to our ahoreo, repreaentlnc 
aaq kio4rede an4 tooguoo, han be.., welded b)' cOII:IOil oppor
tunlt:r Into a united patriot!•· If another font of go..ern
aent CAD ~reoent a united fTOnt in lte att&ek on a democraqy, 
tho attacit muet be IWlt b)' a united de.ocracy. Such a del>OCJ'aCY 
can ~ .uat exist In the Onitod ltatoo. 

--
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' A diotetorlhip lillY c~ tile tl>.ll otr8Jiith ot a 
re&J.aenta<l nation. But tbe W11ta<l otr8116'h or a 4..ocrat1c 
nat1oa can be auatered olll7 who iU people, taucata<l ty 
aodern eteDdarda .o !mow what 11 e;oilljl 011 IIDd ..,ere they are 
SOii>S , ban conrtctiOD that they are recol•ii>S aa large • 
abaro ot oppOrtwU ty tar dPelopaent , •• lo.rp 1 share ot 
uter1al eucceaa and ot ht.aall 41SD1 t:f, u tbey ben o right 
to recein. 

our nation's progrea or aocill ud oconCDic retQZ'll 
i e tbaretore a part ot detenae aa baaio •• artlUlenta 
tht~uelvu. 

~1net the background or events in EUrope, ln Atrico 
oD4 in Asia during these recent yeors, tbo pottern ot what 
we ~ve accomplished since 1933 oppoare in even clearer tocus. 

For the first timo we hove mo•ed upon deep-seated 
problema affecting our national strength and baYO torgad 
national instruments a dequate to meet tfiell. 

Consider what tbe seemingly piecemeal otrugglea ot 
thaae slx years add uy to in teras or realiatlo national 
preparedneao. 

Wo are conservina IIDd donlopii>S natural resources 
land, water, pOWer. tores~s. 

We are trying to provida neceaaary tood, shelter and 
medical care tor the henlth or ow• population. 

We are putting agriculture -- our ayst""' ot tood and \ 
t1bre supply -- on e sounder basis. "-. 

'lie oro s ttenstuening th• wookcst apot in our system 
ot industrial supply - - its long emouldorins labor difficulties. 

We bave clenned up our credit Gyatea so that depositor 
and investor alike ClaY mora rendily and tdllinaly tsake their 
capital available tor peace or wer. 

We are givillg to our youth new oppertw11t1ea tor work 
IIDd education. 

WI have sustUn&d tho •arele or all tba popuJ;aUcn by 
the di¢tied recOgnition or our obllgaUou to the eged, 
tbo holpleas and U>e needy. 

Above all . we have made the Allert can people conae1 ou• 
ot their interrelationship and their interdependance. Th~ 
senee e o~~on dest iny -- and a common need ot each otber. 
Differences or occupation, goograpb¥, race and religion no 
lo~>Ser obecure the nat ion' s fundwnonto.l unity in thought and 
in action. 

We have cur d1tt1oult1ea, true -- but •• are a wiser 
and a tQU8her ll.lltion than we wore in 1929, or 19~ . 

ll .. er bsve tbere bean six yee.ra or ouch rar-tlung 
internal preparedness in our biatory. And all tbie baa been 
dono Without &II:J' dictator's p01ror to o_..d, Without 
conacription or labor or cont1acat1on or capital , without 
concent ret1on cups, and. wtt.bout a auatc.h oo treedca ot 
apeocb, treedao at the prou or the ron or tbe Bill or 
Riallta. 

We see th1"8s now tbat wo could ~ ... al01>8 tha way. 
Tho toola of gover11111ent llb1cb • bad in 19S:S are outa-· 

tool• tor o new role ot sou..-
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So. or thou toolo hod to 1>. rousJlly ohal'ed uod 

still need toM .. ot.lnl.Jl& do"". hey of thoae who rou"'t 

bitterly apin.t tho for&inr; of thole now tools weloomo their 

uee tocl&y. The .Aalerioan people~ u a ~ol•, ha.To acceptod 

th4a. Ibo Jlaticm loolco to tho Conr;r~ss to iq>rOYO tho now 

maohinory whioh wo ha<ro pono&Dontly inotallod, provided that 

11> tho procoaa tho aooial uaefull>o~a of tho machinery is not 

6o•troyod or impaired. 

AU of ua •v•• that •• ohould ailllplify and illpron 

lawa if experience and operation oloarly demonstrate tho need. 

For inatance, all of ua want better provhion for our older 

people under our aooiol seou.rity lo'hlation. For the 

medically needy we ~at provioo bettor oero. 

lloat of ... au•• that for tho toke of • ployor uod 

employee al ike we moat find w~ys to end r~tional labor 

atrifo and employer-employee disputoo . 

ltott of ua recognh.e that none ot the•• toole oan 

be put to maxLmum effeetiYenoas unless the ex6~ut1ve prooeaaea 

of gov~r~nt •re rovamped •• reor&ani,ed, if you will - -

into 110re ottectivo combination. And even a.tter auoh 

roor,ani&ation it will take time to develop admil>iatrativo 

personnel and experience in order to use our new toola with 

a minill:lum of miatakca. The Consroae, of oourao, neod~ no 

fUrther information on thia. · 

1'1ith tl\io exception of lo&is lation to provide r;reator 

govornment efficiency, and with tho exception of lo&i•l•tion 

to u.ol1orate our n.ilroad and other tranaportatioo prob laa.a. 

tho pe.at threo Conveasea have c.ct 1n pclrt or in wh.e le the 

prossing needs ot the~ new order of thing•· 

llo hue now pasaed tho period of internal conflict 1n 

tho l&WlChi~ of our proe;:r~ of social reform. Our fUll 

enoi&1es ~y now be releaaed to invigorate the processes of 

reoo•ery 1n order to preserve our rfttorma, tnd to 'ive e•ery 

mn and womn who 1f&Ct& to work a rt>a.l job at a 11YinE; ,..,,. 

but twe 1o of p•r~unt importiUlOO• Tho deadline 

of d.&n&er frob witnin and from without 11 not. with.in our 

control. Tho hour· &lau ""'>" be 11> tho banda o! other nntions. 

OUr own hour-,lasa tells ua th4t w~ are off on a race to 

make domocraoy work. ao that we may be efficient in peaoo 

and therefore secure in •elt dofenae. 

Thia time element fo roeo uo to still greater efforts 

to attain the fUll eeployr.ent of our labor and our capital. 

The first duty of our otatoomanohip today is to 

br inr; capital and man-power together . 

Oiotatorahipo do this by - force. By uail>r; aa1n 

foroe they app~rontly succeed at it -- for the moment. 

However we abhor their ... thode , we are compelled to 11.dllit 

tl~t they ha<re obtained aubatantial utili&ation of all their 

~nato rial and hw:~&n roaouroee. Like it or not they haTe 

solved, for a time at loaat, tho problem of 14}o men and 

idle ••pital. Can •• coapete with them by boldly aoel<illr; 

-thcdt of puttl.Jl& idle 110n and idle capital to&othtr and , 

e.t tho eame tlnte, roaain w1tJ.1n our Amerio&n w,y of ll.te. 

within tho Bill of Rigpto, and within tho bounds of what 1o, 

5 

troc ou~ point of Yiow, _•:..i_.,_l_l_i_•_•t-io_n_i~ta-•.l.f·'----••••••••• 
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Wo IN!to:- fro:> a fll"8&~ tmaplo,.,nt or capital. llaD7 
!*>Ple ba" tho idea that aa a nation we are o..,rburdenod 
with debt and are apondill£ mro t!wl .,. cc afford. 'l'bat io 
not eo , Despite our Federal Gonrnaent expenditures tba 
enUre debt or ov naUonal. ooonoalc eyat• , po.~bUc ODd 
prtnto to&')thor, 1e no larger tot\ay thaD it W!l& 111 192? , 
ODd tho inte1'eat thereon U tar lese th:UI it wa• in 1929. 

The object ia to put capitol -- 9r1vat• as well a£ 
public -- to •:ork. 

W• want to get enough ca}li tal and labor at work to 
giYO U8 a total turnover of businoos, a total natiOnal income, 
ot at leaat eighty billion dollars a year , At , that figure 
wo shall bave c substantial reduction or unomplo)'l'l8nt ; and 
thO Federal r&YaDU08 will be autficiont tO balance the current 
lonl or cash expendit ures on U.o basis or tho existing tax 
structure. 'l'bat' tigura can bo attolned, worl<ln;; •nthin tho 
treMWOrlc ot ow: traditional prctit llylt.,., . 

Tho rectors in attaiAing and =inta1l1in8 tbat ._.,t 
or naUonel in....,. are l>llD.1 anll co::>J)Ucated, 

'nley include .>Ore widasp.-eod understanding l!liOng 
buaineos aon ot l>llD.1 chang$ a w!lich world condi t iona and 
technOloSical 1Dprovements have brought to our oconOl:ll" over 
t he lest tv:onty years -- changes .1n tho 1ntorralat1onab1p 
ot price ODd volu:•o and employment, tor inatanco -- changes 
ot tho kind in which business men are now oducatin& th.w.u>elven 
t hrough opportunities llko the ao-callcd "monopoly invoot1get1on" • . 

Tboy include a perfecting or our tam progrelll to protect 
ramor• ' iocomo and coosuoers• purch4sine pour trara altornate 
risks ot crop gluts and crop shortaees. 

They include wholehearted occeptoneo of now standardS 
or honesty in our rl.J!ancial Mrkoto . 

'nley include reconcll""""t <>t o110noouo , antagOI!istic 
interoau -- aono of thea lon;; in 11 ticatlon -- ill the raUrosd 
and general transportatioll tield. 

They include the ...,r«tna out ot new techlliquos -
pr!nte, ot oto lll!d rad.erol -- to protect tho po.~blic interest 
in and to develop wider markets tor electric power. 

They include a reV&J:lping or the tax relotionabipa 
betwsoa toderol, stoto and local unito ot gevornmont, and 
conoidorotion or relatively small tax 1noroasoo to ndjust 
1noqual1ties Without intorfor1u8 w!tk tho ~cgregate income 
or tho American people . 

TheY include the portocti~S of labor orgenization and 
a uni nraal unc;rudsinC a ttl tude tr, omployero toward the labor 
moftlllllnt , untU there is a C1.i.n:1nu:l ot interruptton ot produetlon 
and e.ploJUnt bocauoa or disputes, and acceptance bJ labor or 
the truth tbat the woltare or labor itHlt depo11da on increose4 
baluco4 out-po.~t or goode. 

To be t..:ed.latoly practical, 'llbilo proceodlnS witb a 
et eady owlut1on in the ool 'f1liG ot theH and Hke probl••• 
- ... at wiHl)' uoa l.llstl'I.UileOtalitiU, like Federal 1nn-t, 
'llbioh are !..llrlediately anilable to uo, 

Bore , u als..,.hero , ~ u the d.ec id1"'15 rector 111 
..;_ ____ ..,_ choice ot remadiao . 

6 
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Therefore, U do .. J>Ot oe• loCi cal t o u , a t tba 
aoaent w ooell: t o izlcraua production ud conoUIIPUoa, for 
tbe redoral Qoyernaent t o coaoi der a draotic ourtai~eat of 
ito OVII iDYOOtaeato, 

!ha whole tubJect of IOYorD&ont iaveoting aDd COY~t 

izleoM h one \lbieb 8.7 be apprcaebed ill two different ....,.. • 

Tho firot calla tor tbe el1•1nat ion of onoUCb aetiYitieo 
O'f IOV8rl>llellt to brin« t be eJ:'?8U881 Of i<7"terl>lll•nt immedi ate!¥ 
i nto balence with income of covernmont. Thia oebocl of t hought 
-iataiao tbat beC81loe our Mtioual income thio year h Onl)' 
oixty billion doll&ra, ouro io onl¥ a oixt)' billion dollar 
country: that cover"""'"' IUtt treat it •• tueb: ell<\ tbat without 
tbe help of conr=ant, H 10&7 10""' 4&1 , ooaebov, bt.ppe11 to 
beeou &D e1ch ty bUll on dollar country. 

It tbe Oonsreoo decides t o accept thie poi11t of view, 
it will losi~lly ~~ve to reduc9 the pr•eent fUnction• or 
activitieo of goverDIDent bz- one-thi~. !!lie Oonsro.•• will 
have to accept tbe r eapoaaibili ty for ouch reduction: and tbe 

Oonsren vill have to detarnine \lbieb aetiYi tiea are to be 
reduced. 

Certain expeo41tureo we cannot poaaibl)' r educe , auch 
aa the intor •et on tho public debt , A tow mil lion dollar• 
aaved hero or th~re in the norcal or in curtailed work of 
the old departzenta and eo~ioaiona vill make no groat oavinc 
ill the Federal ~t. Therefor e , the Ooncre11 would bave to 
reduce clraaticail¥ aoae of certaizl larce He:>o, ouch aa aida 
to ~1eulture and aotl coneer.ation, •eterane' penaiona, 
flood control, hisbvayo, watervaye aDd other public worko, 
sranta for aoeial and health aaeurity , Civilian Coneervation 
Corpa activitieo, relief tor the uoomplo)'ed, or national 
defense. 

The Oo~~greoo alou haa the power to do all thh, aa 
it 18 tbe appropri&tin& br&Dch of the lOYer .... ~. 

The other approach to the queat ion of government 
apendinc takeo tho poaition that thio Nat ion ousbt not to be 
and need not be only a aixt)' billion dollar nation: tbat at 
thia moeent it ~ the men and the reooureea autfi cient to 
make it at loaot an eisbt7 billion dollar nation. !bio aebool 
of thoUCbt doeo not beline that it can beeoae an eicllt7 billion 
dollar nation in tbe near fUture it covernaent cute ito 
operatioDo by one-third. It ia convinced that if we vero to 
tr)' it, we would invite diaaater -- that we would not lone 
remain even a oixt y billion doll ar nati on. there are many 
ecmpl1cate4 tactoro w1 th whtch we bave to daal , bllt we bave 
learned tbat it iw unaato to JC&ke abrupt reductiono at &D)' 

ti&e iD our net expe.Dd1 ture p.rogr•. 

!7 our comcn aenee action ot reeulrag co•erDMnt 
activ1t1oa lae t Spr 1nc, we have reYeraed a receee1on &D4 
otarted the new rioing tido of pr oaperity and national inca.e 
which we are now juot beCi>winc to enjo)', 

It cov&r11M21t aet1Y1ti eo are full.7 aizltained, there 
io a coo4 proopect of our becOIIinc an eilht7 billi on dollar 
oount1'7 in a ..,.., abort till&. Y~th ouch a national izlcoao , 
preoent t ax lawo will 7i ol d oaoUCb eaeb )'ear to balance aaeb 

year•• expon•••· 
It 1o ~ con'Oictioa that dova i n their haarh the 

Allariean pllbl1c - 1zl4uatry, acricultura, fizlaace - --
tbio to do ..t.at...,... Mada \0 be doM to rai" oV Regraded Unclassified
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IA• .. tlll& a01111417 IWft praoliMla apacliJII aat atllll7o 

"' IQIU'd aplnat opportlll11et approprtaUODa, 1 !aft OG -Nl · 

oocaaiona ael4reaae4 tla Co:141•u on tbe i.olportanetl or pel'l8uet 

111118-ra.a&B plalui1Jiio 1 bope , tbaretore , tiiAt tollooriJic WJ7 

rtiC-Ddatlon of laat 7Ul" 1 a periiiUlent eceno7 will lla ~ 

up ane1 autbortzeel to report on tbe uzseACr aa4 daairabili tr 

ot tba 'f8r10ua t TPea Of &l'ft~Dt illftatMDt, 

In..eat .. nt tor proaperi ty ceo be aele in a Clnooraoy. 

1 bear aome pe~ple say "'I'Ilia ia all so COIIIPlioated. 

Tbere are cartaiD ad..antagea ill a dictatorabi~. It &eta rid 

ot labor troUble, or une~lo,.ent, ot waate4 aotion and or 

bevin& to do your own think in&". 

lly 11118Wer is •yea, but it alao gets rid or aoee 

other tb1Jl&e wb1ob we Americana intend •ery definitely to 

keep -- and "" still illtelld t o do our 111m tbiDkill&"· 

It will coat us texas and tbe volUDtary risk or 

capital t o attain aome ot the prectical ad'fftlltaaea wh1cb 

other r~ or aovernment have acquired. 

Dictatorship, however, invol• ea costa Wbicb tbe Aaertcan 

people will never pey: The cost or our spiritual ..aluea. Tba 

cost or the bleue4 rl&bt at bein& able to .. , What we pleeee. 

The coat ot treedom or reli,ion. The coat ot seeina our capital 

oontiacated. The cost or beln& cast into a concentration camp. 

Tbe coet or beiJii atraicl to walk dOWD the street with tbe 

wrona nei&bbor. The cost or havin& our children brou&bt up 

Dot •• tree end dibllifiad huu.n bein&a, but ee pewna molded 

and eneleved by a mechine. 

It the a..aielaace or tbaee costa means te.xee OD lilY 

income; it avoidin& theee coets means taxes aD my estate at 

deeth, I would bear those taxes willin&lY aa the price ot lilY 

breathin& aDd my CbildreD breethin& the tree air Of 8 free 

o- UDtry, ae the price or a 11 vin& and not a dead world. 

!Tents abroad llave mde it iaoreaai*' clw to the 

American people that dnngera within are lese to be teared 

than elanaera troa without. It t herefore a .elution ot tb1a 

problem at idle men aDCI idle capital ia tbe price ot preaer'fln& 

our liberty, no tormleu seltiab tears can ataa4 iD our way. 

Once I prophesied that tbia seneration ot Aaertcana 

bad a reDCienoua with deatiey. Tba t propbeey comu true • 

Tc ua aucb 1a given; more is erpaoted. 

'I'Ilie aeoeraUon will "nobly aen or •Ul7 loM tba 

laet beet hope ot earth ..... '!'he way 11 plain, peaaetul, 

aenercu, juat -- • way wbiob 1t tcllo•d tbe world will 

tort~'t'er applaud aa4 God auat foreftr bleaa•. 
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BUDCET MESSAGE OF THE PRESIDENT 

the O<lngrm oj t/14 Un.iltJ. St<Uu: 
Pu!'luant to provisi.o111 of Llw, I transmit herewith tho Budget of 

United Stateo Government for the fiscal year ending June 30, 
toeethu with thia m-..ge, which is an intepal part thereof. 

eotimatoa in this Budgat are based upon a continuation of all 
now in foroe and upon a ~ul analysis of the exiating obliga
and future neede of tbe Govemmeot. I, therefore, recommend 

lor tbe purpoeoe specifically detailed in the tablet 

To• BuoollT ANo TUJO NATIONAL·I,.cow" 

IT•.xal,ion yiruda almoo~ all o£ the income of tho Government, leaving 
than 6 )lCJOOilt to come from miscellaneous aourcoa. Rovonuo 
tueo dcponda mainly on two factoro: Tho rate of tuation and 

totAl of tho naliooal inoomo. This holds true not only of dmct 
on J)fnC)nal and co.rporato inoome but tlao ol what are known 

ad valortm wee or other lonns of indmct woo, for tho very cood 
that the volume and value of goods produced or artidee 

vary with the ,.;.., or fall of the Nation'• total inoome. 
can and do 6..r the rate of laxation definitA!y by Llw. We can

by a limple leg;.lalive act raiao the level of national inoome, but 
ex~...Wmce in U1e Llst few years has amply demo111tratod that 

wiae fiscal policiee and other acta ol government we can do 
stimullto it. 

the Nation'• inoome is in the neighborhood ol 60 billion 
a year. A low years ago it was much lower. h it our belief 

it ought to be much higher. 
order that you m&y know the amount ol revenue wh.ioh tho 

r,;~~:~~,~~~m~1ay expoot under the existing t.u struoture 88 tho 
,.;..,., th.e following table is submitted. It ohowe tho 

revenue~ which may bo derived wheo national ineomo 
certain lovole between 70 billion and 90 billion doUara . 

• 
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Tbe table is no~ intMded to indicate the national inoome for o.ny 
particular year and, of neceoMi~y. the eotimal68 are rough and m&y 
vary eomewba~ either way. Since taxeo are paid from one month to 
fifteen mont.bs after income ia.-.Jized, the achievemenl of a 90 billion 
doUar national income in one year will no~. for inalance, mean 
coUectiona of 10 billion doUara in th~ aame year. This table ill 
indicator and not a gauge. 

During tho paat nine liecal yeara-a period which baa aeon the 
national inoome drop from a high of 81 billion doUara in the calendar 
year 1929 to around 40 billion doUara in 1932 and rise again to about 
70 billion doUara in 19~7-Federal revenue~, even though on a higber 
tax b-, ba ve never completely oovered corpenditurea. 

We require continual atudy of the revenue~ n_.-y to carry on 
the normal functinna of the Federal Oovernmen~ and of the role whicb 
Federal policy sbould play in the at.abiliution of the national economy. 

This study includeo a <"OMideration of: (a) The practicability of 
reclaooilying expenditura on a functional baais and the mos~ apprc>
pri&te methods of financing the dllrerenldueificalions; (b) the problem 
of hllllllon oecwity including relief o.nd ha coota; and (c) the oorrelation 
be~ween national income on the one hand and Oovernmenl receipta 
o.nd expenditura on the other. 

An analysis of receipta and expenditureo by major claaeeo over a 
tM·year period, as sat forth in the following table, indicates the nature 
of the problems to be otudied. 

Regraded Unclassified



11 

.... _. .... ,..----"lAo -. .... , .. lAo,_,..,. 11111-4/1 
tcr.~ ......... , ..... ___ ,._---• .., ._,....,,.....,., 

Jla-11-
....... ••.. r---~--·1----r---.---.---,----r---r---~-.. ... "'' ... • .. lll4 ... ... 1011 ltiO , .. 

...... 

" " " .. .. .. .. " ... .. ... " • • .. • • .. .. • • • • • .. ,. .. .. .. .. II .. .. "' • • .. a • .. .. .. " .. .. " .. " n • .. .. .. "' .. ... 
" " " " II .. " II ... w ... "' Ill "' .. .. .. .. ., .. .. .. ., .. • • • • • • .. • .. " • .. 10 .. .. .. 

Regraded Unclassified



vm TBB BODOET, 1140 12 

OaotNARY ExP&IIDITURZ8 

The expenditure side of a budget may be divided into two major 
claaaes, namely-ordinary, which i.oclud011 tho oporating exp;lnditures 
for tho normal and continuing functions of govornm.ent, and extraor
dinary, which includes thoao eJ<p;lDdituree required to meet tho non
Op;lrsting or the unusual costs of government. 

General pllblic works of an annual n!Curring nat\lrO may fall in 
either class, but in view of their flexibiU'y they have been classed as 
extraordinary for the purposo of this atatement. 

The foregoing table ehowa that the exc:aa ol upendituree over 
revenues in the ordinary dueifieation is attributable to various 
eauaes: New fllDctiona \lDdertaken; more earryi.og chergea on the 
national debt, though at lo,.·er intsrest rates; and the ineuguration 
of the ooeial security and agricultural programs. Under all of th
cluoifieatio.oa, new expenditures have been edded without oorre
oponding increasee in ts.xee. 

Fixed cost. have also incro..OO boeauae ol numerous new appro
priations for grants and subeidiea. 

Another typo of expenditure haa boon loreod upon us in inorcaai.og 
volume by tho real noceesity lor expAnding our national defeuso. We 
aro all aware of tho grnvo and unsottliog devolopmauts in tho field of 
international relationa during the pMt few years. Boeauso of tho 
conditiona of modern warfare, wo muat now porform in advance tssks 
that lormerJy oould be postponed until war had become imminent. 
A large part of additional national delenao expenditures abould, I 
think, be put in a sp;lCial category on a temporary baaia. 

The operating OXJl<lDOe8 of the Government have also incroaoed ~ 
e&U$0 of reducliona in the bo\lfl of work of certain clasaea of Fedenl 
employees, and boca.,.. of expansion of the normal fllDetions of the 
Governmeot with the growth of the oountry. 

Among the new governmental f\lDctiona which have added to the 
..,.ts of the ordinary budget, the farm program is outstanding. Soil 
oonaervation upendituree and other outlay• lor the erep adjnstment 
program which are of a oontinuing nature and produce no direct 
return to the Federal Gevemm~nt have been only partially oovered 
by new revenues. 

A new, and partly aell-financlng, addition wu made to the ordinary 
expenditures when the Social Socurity .Aet wu puaed to aaleguard 
tho economic security of a large portion of our population. However, 
no provision was made for revenuoe which would pay lor gran.ts to 
States for old-age assist&nce, for maternal and child welfare, lor 
public health work, and for aid to dependent children and the blind, 
which expenditures in 1940 will approximate $286,000,000. Furth""' 
more, oo.oaideration is now being siven to plans lor spreading the 
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of, and for reviaing the benefit.o under, the Social Security 
for improving public heallb faciliti.... Tb ... plans preeenL 

quettion& of futuro nationt~l policy and diroetly affect the 

ExTRAORDINAnY ExPENDITURE& 

th...., quesuona of ordinary ~pendituret are thoee which 
nonopc111ting or unuaualcoot.o of Oovernmen~ and involve 

to~~~~~·~e:xpenditures thaL deal more particularly with the ~ 
ih Mc&l policy and the economic welfare of the country. 

'''"'""'""" concern Government loans, capital outla,_, and relief 
Expenditures made undnr the66 beads are of aucb a flexible 
ao to provide, through their contraction or OKpansion, a 

oflact for the rise or fall in tho nauonal income. 
public baa been showing an incrcaaed interett in the adoption 
Government of a form of buclg.~ which "•ould oonform more 
to the practice follo•·ed in oommercial busin-. There bu 

criticism of the Oovemmen~·s practic<> of ineluding in ito 
expenditures, amount.o disbursed for Joana, or for self
project&, or for other extraordinary capital outla,_ which 
weal~h of tho Nation. 

to::,:~t~ the merit of constructive sugg ... tions of Lha nature by 
~~ in last Budgot MOil8age a chango in tho mothod of 

of tbe Commodity Credit Corporation. 
provided for an annual appn$1 of the asset& 

of the Corporation, and contemplated lha~ any aurplua 
or any impainnen~ of capital resulting from 1.-s be 

reeeiplll or e.<penrlituree in th<> annual Budge~. Und& 
the Budget would be affected, not when tho inv .. tmoot 

is mado, but in tl1e fiscal yeer when the surplus or IOM occun. 
llJlJlrove<l this recommondntion in tl1e llCt of March 8, 1938, 

might well give conllido"'lion to on oxtenllion of lhis principle 
go••emmental corporations and credit agenciet, ouch aa: 

ll'llOD<:o .. under tbe Farm Credit Administration 

~;::~~!~:~and Farm Authority 
Jl Dank of Washington 

~uril~y Administration 
~ C<tleral lJIL'!UIJ1Ultltl Corporation 
:Fe.llorol o•••Jnlt"and Loau Tnsuntnce Corporation 

Ow·norB' Loan Corporation 
Waterways Corpontion 

·Panama Railroad 
Reoonatructioo Flnance Corporation 
Runol Electrification Adminiatration 
U. S. Marilime Commaoion 

IX 
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Public projects of a aelr-liquldatmg charaew repreoent another 
clua of expeuditureo appearing in tho annual Budget u current 
outlays, to which thia principle might al80 be applied. For example, 
outlays for the Boulder Canyon projoot amounting to more than 120 
million dollaro have boon included In annual budgetary expeuditureo 
of the Government, notwithatanding that tho total coot of the project, 
including capitalized intereot during the period of construction, .,.;:u 
be rotun>ed to the Government within 60 years, with interest. 

While I do not advoeate that the Government capitalize all of ito 
expeuditureo for ph3oical improvement<~, it aeems to me that ouch 
portiooo of the cost of public projeeta ao are clearly self-liquidating 
should occupy a separate category in budgetary reporting. OuT 
fuwlcial statement&, of oourae, should clearly reflect, in &ppro
priate eluoificatiooo, the amount of Government outl&ys for ph,yaical 
improvement& that aro not oelf-liquldatin& in eb&raeter. We mu.t 
lake into aooount the n....;ty for mtkin;: ouch of these t.od other 
cbangoo ao will permit the presentation to the Congress and to tho 
public of more aoeunte and intelliaible otatements of the financial 
oporatiooo of the Government. 

I should like to eoU yoUT attention to the following table oomp~g 
for the 10-year period the amount of the Federal deficit and t_ll\. 
increaoe in the public debt, with tho amount included therein for 
capit-al outlays. It should bo w1doratood that this table is not 
intended to represent valu"" on an earning b••is. Noverthel-, 
under oUT policy of expanding capital outlays to compensate for 
variation in private capital expenditUTOO and of milking loaoo to meet 
emergency needs o.f our poopla, the table clearly shows that the 

/

greater part of the deficits and the larger pan of the inereaee in the 
public debt beye gone for emnanent. additions to . our national 
~~~ . 

!At us all fix that ft.et in our minda so that there shall be no doubt 
about it and ao that we may have a cl•ar and intelligent idea of what 
we have been doing. We have not been throwing the taxpayer~' 
money out of the window or into the ~a. We have been buying real 
values with it. !At me repeat: The greater part of (he budgetary 
deficits that have been incurred hove gone for permanent, tangible 
adrlitiooo to OUT national woolth. The balanoe hao been an invoet.
ment in the coneervation of our human ,..urces, 1\J\d I do not regard 
a penny of it u wutod. 
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PclutMI fl lt.ODD,.O::O of f'IJlQ'lllllltf wYtt«l l11to ~ NCIIIPI• of &Ill TnMufJ, 
Ad~~:~fol.an.l._ hN..o.-t.~ lhet bllwii!DIO ~l an4 to Plftllllt ot lbe uJ11114ltu,. « U!a\ 

_ .,._ _ _.~ T'btt._aot,._..WGin......W.ctd~nblellapro
;...-, ....... ~ .............. .... ...._ .............. .., ...,...., ...... , ... .,..... 

Nadiii&IY~ --.. 
year 11g0 I recommended an in<l'C886 in work rtliof, public works, 

other rtlated mrpendituroo 1o check the do....,.ward apiral of 

Tho program undertaken at that timo baa contributed 

il~=~~:~l~!b~e~li;•evo, t.o tho oxiat.ing upward movomont of buAin888 
d and I feel that the buain888 men and fannoro and 

the eo11oby, no Ieos than t.be unemployed, aro entitled loan 

that this program wiU not be curtailed ubitruily or 
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, The actual cost of work rcliof and aimilar expenditures goes down 
after jobs are found by tho workon on thoae rolla. A violent oontrac
tion, before the natural W<panaion of private industry is ready to take 
up tho slack, would mean, not only human misory, but a disruptive 
withdrswal from Americen industry of a volume of purchasing power 
which business nooda at tbia time. Tho necessity of increasing 
Federal expenditures a year ago to check a recession is a well-known 
fact. Any decision to dccreaso thO<!C e><penditures now that recovery 
has just started would oonstituto a new policy which ought not to 
be adopted without fuU understanding of what may be the reault. 

May I say emphaticallt that 1 am not suggesting an ordinary 
bu~t wbiob is always balanced and an extraordinary bu~t whlch 
is always unbalanced. The ordinary ~ of government should 
continue to be met out of cummt rev~nu... But I also hope that 
thooe revenues in tim ... of prooperity ,.iJJ J>ro,'ide a surplus whlch 
can be applied againat tho public debt that the Go,•ernment must 
incur in Jean years bccsuso of e><traordinary demands upon it. 

I believe I am e><preMing the thought of tho most far-sighted 
students of our ecooomi~ syst6m in snying that it would be un"'is<l 
either to curtail e><penditures 8harJ>Iy or to impose drastic new ta.xea 
nt this stage of recovery. But in view of the addition to our publio,. 
W<penditures involved in the proposed ~nlarged national defen80 pro
gram and tho program lor ngrioul turlll parity payments, for which 
no revenue provision has yet been made, I thin.k we might safely 
consider moderate tu inCll'eMCJI which would approximately meet the 
increased e.'ql6nditurea on tb086 socounts. It should b6 added, how· 
ever, tha~ it is my firm conviction that ouch new lues as may b6 
impoaed should be moet earcfull.y aelocted from the standpoint of 
avoiding rep....Svo elleclo upon purchasing power. 

Sound progress to"''&rd a budget that is fonnally balanced is not to 
be made by heavily oluhing expenditu,.... or drastically incroasing 
taxes. On the contrary, it is to be eought by employing every ell'oc
tive device we may have at our command for promoting a otoady 
recovery, which means steady prog,_ toward the goal of full utiliza
tion of our ~urees. We can oontribut6 very materially toward that 
end by a wise uu program. 

I am reoommending the reenactment of the excise ta.•oa which ,..;IJ 
W<pire in June and July of tbia yo•r, not because I regard them as 
ideal componcnte of our true otructure, but because their oollootion 
has boon perfected, our economy is adjusted to them, and wo cannot 
afford at this time to ancri6oo the rovonue they repr680nt. If the 
Congr- should at tbia 8088ion adopt new t.o.xes more scientllically 
plllllled to care for the delen.oe end agricultural programs, it is quito poe-
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tha~ tho oxiotanea of th- uow taxes will enable uo in a later yoar 
consideration to aboliah.ing eome of the present oxciea (e,,;eo. • 

re>'ised eotimata of reeaipto lor the 6ocal year 1839 aa contained I 
Budget ia $6,620,070,000, and of expenditureo, $8,492,3211,000, 

a deficit of $3,972,260,000. I 
estimated reeaipto lor the fi3col year 1940 amount to 

~~::~~:~:: and tbe upenditurea for that year are eotimaLed at 
~~ reaulU:ng in a deficit of $3,326,343,000. 

REC0101JlN1)ATION8 

mi«dda!UOIU iftlml4l.f"•''""'4 ta.zu.-1 I'I!OOmmend that 
take otaps by ouitable legialat.ion to e.nend t.he .ru-J. 

taxeo wlllch under existing lAw will expire 
June and July, and aleo to maintain the current rates of tb

wllleb would otherwise be reduced noxt June. I eousider tbaL 
rev·en110 !.rom ouch woo or ita equivalent is o~ lor the 

of the lor 1940. 
eotimaL&o of appropriar.iono lo.r the PooLal 

vi~:l~~~d~ in the 1940 Bud geL are predicated upon th.e en""lment 
01 to provide lor tho eontinulliJce during that fi.scal yoar 

pootage rate lor firot-cluo mail othar than lor looal 

While the Go .. emmeot oo116Clta more than it opendo on 
mail, the Pcetal Seniu is not eell•upporting b6Clauoe it 

cl&MM of mail at leoo than coot, aa shown in the tabular 

on pagoxxv. 

~::.~~: · Corp..-The Civilian Conservation Corpa hu 
"' ito uoefulneoo and bas mal with general public approval. 

be oontinued beyond June ao, 1940, and J I'I!OC)mmand that 
enact during ito preoant 806Sion the necessary legislation to 
the Corps as a permanont agenoy of the Govornmen~. 

or THC F1ac.u. Y&AR& 1938 AND 1939, AND TH:£ Fl&CAL 

PROO&AM I'OR 1940 

review eonoemo the cash ""tually received and paid out by 

TMaau1rv in the fi.seal yeAr 1938, the eotimateo of reeeipto and 

I>Oil,Wuli'OS lor the fi.scal year 1939, and U1e fi.scal program for 1940. 

PIK.&..L 'f'EA_R 1 ... 

Rtuipk.-Total general lund reeeipta for the 6ocal year 1938 

llOito~ld to $6,2tl,661,227 which waa a gain over 1037 of $947,· 

,000. The reeaipto from income taxes ware $477,091,000 in 

17 
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exceu of the amoun~ colloct.ed lrom t.ha~ oource in 1937 while 
mlacellaneous inoornal-rovenue ttuOII were $98,236,000 more. The 
amouniB collect.ed from pay-roll taxes under tho Social Security and 
Carriers' Ta:ring Acta were $!102,076,000 in ox001111 of t.he amount& 
oollect.ed from the same ooureea during 1937. Approximately the 
same amouniB wore received in ueb or the ~wo years from tbe w 
on unjus~ enrichment and from miooellanoous reooipta. On the other 
hand, the revenue from customs during 1938 declined $127,169,000 
from the 1937 coDections. 

EzpmditO<Tu.- Tbe total ~oditu""' for the fiscal year ended 
Juno 30, 1938 (exclusive of tupenditureo for debt retirement and thooo 
payable ,from postal revenue) amouoiA!d to $7,626,822,158, as oom
pored with tupenditurea on tho aamo basis in 1937 of S8,«2,408,7M. 
Of tba reduetioo of $816,586,000 in tho 1938 ~ditures below tbo&e 
of 1937, the bonus payment, whieh wu a nonrecurring item in 1937, 
aecouoiB for S5S6,665,000. Recovery and relief was $772,539,000 
less in 1938 than in 1937, and traiUiaetiona in revolving fnnds wore 
$82,583,000 less. Trnnslora to trua~ acoounta increased $290,937,000, 
while e.~penditures lor other purpoaoa were $304,264,000 greaoor. 

DejicU and p!Jlilw dtbt.- The gross dn6cit for ~he Saeal year 1938, 
amounted to $1,449,625,881. Excluding $65,464,950 Cor statutory 
deb~ retirement, the no~ deficit wns $1 ,384,160,931. Tho ostimaood 
no~ dofiei~ submitt.ed a year ago, as rovi8ed and adjusted, was 
$1,204,330,000. Tho inereasc in t.Jlc groaa public debt during tho 
year amouot.ed to $740,126,583, bri~!ting the grooo debt on June 30, 
1938, to $37,164,740,315. 

PliCAL TZ.o\_lt 1 Nl 

R.Mpq.-Tho total antieipoiA!d goneral fund receipta lor tho fiscal 
year 1939 will be $5,620,070,000, or $399,367,000 1- than was 
anticipated in the Budget 01timaW. of Jut January and $721,691,000 
1- than Cor 1938. 

This latter decreaso relloct. the advmoe busio- conditions of the 
Jato months of the 1937 and the early monlhs ol the 1938 calendar 
years, and is particularly true ol income taxes which i~ is ostimaiA!d 
will decline $548,618,000 below tho actual oollootions in 1938. Miscel
laneous inOOma.l revenue is expectod to be $100,483,000 loss, and pay
roll taxes will be $34,781,000 leu thno in 1938. Cuotoms revenues are 
expected to show a decroaae or $24,187,000 and miscellaneous receipt<! 
a decrease of $8,356,000. 

Ezpendiluru.- Tbe total oxpcoditu.res (exclusive of expendi~lhes 
for debt retiromen~ and tho10 payable from postal revenue) Cor lhe 
a-1 year 1939 are now oatimaiA!d &~ $9,492,829,000. 
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~~:~!::: f~r reoovery,and relief, including expeodituree under 
I ' IUpplementAI appropriation lor the wt five moutbl 

p,_,ll*olyear, will amount in 11139 to $3,187,695,000, an 

ol S951,6Z8,000 o•er oxponditu,.. for l.his purpoee in 11138. 

&re also inc,......., of $170,937,000 for the regul&r departmenta 

agenci<18; SJ 16,106,000 for tho GenerAl Public Worlao Prognun; 

lor national defense; $346,318,000 for the agricultural 

luetmOJol program, largely for ootton pri06 odjustmenta and parity 

$38,786,000 for gran!a and adminiotrolive expen~M under 

Security Act; 11-49,719,000 for intereet on the public debt; 

,uu:<,..,IJIJ undor revolving lunda; $78,«9,000 for tranolers to lruet 

and $160,000,000 for aupplemental itoma other than for 

are decreaaoo of $2,945,000 lor the Lfcialatlve Eoub
theJudlciary, and the Executin OffiC18; $32,343,000 for •et-

pensions and benefita; $36,383,000 lor the Civilian Couaervolion 

and $33,734,000 for refunda of tAxtll. 
and public dtbi.-Exoluding public debt retiromente, the not 

for 1939 io now eatimated at $3,972,269,000, u compared with 

net deficit in 11138 ol $1,384,160,931. The '"'"" public 

on June 30, 1939, io estimated at S41,131,602,010. 

~woipj'•.-~Roovenue eolimateo lor tbe filcalyear 1940 are based on 
oeaumplion that certAin laxM which would otb.,.,.;.. expire in 

&nd July 1939, trill he continued. The total wtieipated ....ce.ipta 

fiocalyear 1940 on tbio basis are 16,669,320,000, &n inoreue 

,JI•IU,:<5~I,OOOU over the eotimated revenuoe for the f18041 year 1930. 

o«ect of tha businM8 rec618ion which began late in 1937 will con

to he felt in inoom6-t.u <Oilectiona during the f18041 year 1940 

oollections are expected to be $183,000,000 bolow thoee lor 

Miseellar•eo·ut internal revenue on the other httnd will increue 

over 1939, and pay-roll taxes are oxpcoted to bo 
u,~o<J,UIJU higher. The tax on unjuet enrichment ia expected to 

at tbo oamo figure u i.n 1939. The amount of ooolributioM 

the Railroad Unemployment Insurance Act, which appears u a 
item in 1940, will bell-4,950,000. Cuatomareceipts are expected to 

an increue of $68,900,000 over collections from thil aource during 

pn-•t &.cal year, and miocellaneoua rece.ipts are expected to be 
in 1939 by $7,760,000. 

t:;':::::;i'~ expenditurM contemplated for the 6ocal year 
"' ol expeodituret1 for debt retirement &nd thooe payable 

poetal revenu,.) total $8,996,663,200 which io s-196,666,000 1,.. 

tho amount Mtim&ted for 1939. There are in<- ol 
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$1,046,000 under the lcgilllativo IUld judicial eotablishmenta; 
183,735,000 for the civil departmentAl nod agencieo; $8,665,000 under 
tbe Oeooral Pubtlc Works Program; $28,121,000 under tbo Social 
Security Act; $74,000,000 for intoroet on tho pubtlc debt; $4,510,000 
for refunds of taxes; and $87,097,000 under transfers to trust aceounta. 

For recovery and retlef it is llltitnatcd that $2,266,165,000 will be 
needed, or $921,530,000 1011 than the amount reqWred for this purpose 
in 1939. SupplamentAI estimo...., of appropriations will be submitted 
to meet tho requirement& of tho Worb ProgrNO Administration, tho 
National Youth Administration, and tho Farm Security Administra
tion for the 6seal y~ar 11140. or the eatimated expenditure or 
$2,266,165,000 for reoovery and relief purpooeo, Sl,750,000,000 
is the amount eatimated for exptndilure by the&e throe ageociea; 
$469,165,000 by the Public Worb Administration and various depart,. 
menta from old balances ol emergency !undo, $10,000,000 by the 
Federal Housing Administration, and $37,000,000 for reduction in 
interest ... ...., on farm mortgagee. 

National defense expenditures for I 940 will amount to $1,319,558,000. 
This is an increase of 5309,351,000 over tho oontomplatod nxpenditu,. 
for national defense putp<l60S in 1939 aod ropresenta an increa.so <>!. 
$09,351,000 for oontinuing tho current program n.od $210,000,000 on' 
aceount of ~· new $500,000,000 progmm to be subntitted at a later 
data. 

Thoro are doc:reasea in eatimatcd expenditures under the agricul· 
tura1 adjustment program of $13,667,000; under the Civilian 
Conservation Corpe of $5,000,000; under revolving funds of $101,· 
1149,000; under veterans' pensions and benefit& or $1,044,000; and 
under regular supplementAl ite1111 of $50,000,000. 

lkMU 4114 pvbli.e dd>t.- The eatimated net deficit for the 6aoal year 
1940 is $3,326,343,200, or $645,916,000 1- than the net deficit for 
the current 6seal year. The rn- public debt on June 30, 11140, is 
eetimated at $44,457,845,210. 

It ahonld be pointed out, however, that the in......., in tho debt 
by reaaon of the deficit doee not mean that the Treasury will borro,. 
that additional sum on the marke~. There will be available during 
the fiscal year for inveatment in Jpeci&l iMues of Oovemmont obli
gationa the net sum of approximaWy $950,000,000, which represent& 
inveatmenta of $579,000,000 from tho old-age reeerve account, 
$271,000,000 from the unomploymont tru•t fund, and $100,000,000 
from the railroad and Oovornmont omployoes' retirement funda aod 
from veterans' lunda. 

Regraded Unclassified



M£8&01 TRAN8MI1TlHG THE BUDGET 

following ~able shews lbe grose public debt at the end of the 
1936, 1937, and 1938, and the Mtimated grou debt at 

of the fiecal yeare 1939 and 1940. 
liD mWiau oC dollanJ 

....... 
;,e) 

..... 1 ... 

....... ... 
<""· -
..... 
' l"' •• 

>Pf'Opriotiolo•.--T ibo appropriations recommended in this Budget, 
th- for tho Poetal Serriee, District of Columbia, and 

supplemental item&, total $10,190,311 ,•83. Tbe appropria
&IJU<Iy mado and proepective supplemental items for the fiocal 
1939 for the same purpose total $10,928,609,972. This is a 

of $738,298,.89. 

Flu.JrxLn< D. Rooeavcur. 

.· 
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••T"M'• to Mr· Baillt 

tmnl!l!u. BUSIDSS CII!ClC 

We are scheduling e geaeral business check which will start 

next weak &Del run tbrou&h the first week or Febru&l'J . You will find 

attached a llat of the type or questions that we BUggest be aaltecl, 

although or course the specific questions depend a great deal on the 

individual cooapaDT interviewed. There 1a also attached a lilt showing 
the principal c011paniea that will be interriewed and the scheduled 

1 tiner&l'J. 

The Min value of a general business check at this tiM 

should be in helping us to detarml.ne whether or not the anticipated 

moderate slowing down in industey is a t811por&l'J situation, u we 

thinlt, or is an interruption or a 110re serious character. The quae

tiona that •• ban suggested have been trued with this probl• in 

mind. 

We wish to gather an iapreaaion as to the sentiment or 

business men at the moment regarding the political situation, their 

point of rtew towards maldng new capital investacta, their innnto17 

policies, their attitude towards European deYelos-•ts as thq ~ 
affect decisions in respect to future c.-.1 taenta and siailar queetiOIUI 

having to do with the broader aspects Of the business recOYel'J. 

We would welc011e aey suggestions that you u:r ha•e regardin& 

tbia general bueinees check. 

Ragnar D. liUII 

P. S. I plan to go to Washington and to make a abort trip to the 

lliddle lleat spending part of the tiae with llr. Heyman and part with 

llr. llcllartin. 
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SRA*'p tm gr CIIRit1'P' 

fte tolloriDc qaut.icu ~ be belptlll to the 111teni

ae 1Dd1oat1q the tne o! 1D!orat1oo tbst wiV h•lp us 111 ua~sint: 

the prospects tor baa1lleae1 

I. Order• apd Prodpctiop 

1 . Iuco.ing orders - As COilp&red with fourth qUarter rate. 
U oct~pared with earl,y 19&8 rate. 
What about e&DCellatiODa. 

2. Inquiries - Art:f recent t.po~ cbaqe. 

&. Untilled orders - As COilp&red with 111&8 l.Dw. 
Aa c010pared with earl,y 1958 lnal. 

4. Production rate -Recent tread (aeeaoaall,y adJusted). 

'23 

Does it reflect current lenl ot orderaf 
What pu cent gain t'roll preaent lwal 

before need additional capeo.it;rf 

II . Cap1ta1 Qoods Proopecta 

1. Capital expeoditure bud&et tor 1959 n . expelldituru 1A 
preceding tour 7eers.• 

2. b7 reciiDt cha!lge 1A lll&ll plana. 

5. Bricks and aortar •s. II&Chin&rT and equi~eDt. 

4. Factors ta•orable to i.Aoreuiog capital UJ*lditllna -
o .... elo~-t ot - productat 
Alread;r operatiq et or near capec1t;rf 
lapr9"'1D& prot1tef 
Virtual eoH•Ination ot nrtax since lllS'TT 
reed 1apr9"'ed uohin&rT to otteet higher labor coataf 
rore contideooe becauee ot lo••ber elect1ooef 

6. Factors up~yprakle to 111oreee1q capital exp81141turea -
Capaci-ty alread;r adeqnahf 
Coats alreaq euttioient)T lDw to -t c~iti.oll! 
InebUit7 to tiMAoef 
rear ot not .. curiq adeqaah protita Clll uw iAn~ 

beoauM ot-
Labor a1taat1CIIl! ,..,. .. , 
... Deal u c-.raJ.t 
luropeu Sit.IIAtiCIIIJ 
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III. Igymtoriee 

1. Cllrreot 1enl1 8Jid breakdown between raw -teriala aDd 
tiniebed goode (including a-.1.-tinielled) 

As compared witb llm• 1Q58 
As compared witb Deoeaber 1Q~7* 
A a c011pared wi tb Decuber lQS~ 

2. Status ot customers' inventories? 

~. Present inventoey a.nd ~ polle;r'l 

4. Forward cooai ta .. ta? 

IV. Price Tre!!d 

1. Finiabed goocla. 

2. Raw uterials. 

V. Labor Situation 

1 . Unionization status - present and prospective. 

2. Wage rate prospects. 

5. Efficiency level and trend. 

VI. Profit Marrin 

1. Trend. 

2. 1959 vs. 1958; 1957; 1958.* 

24 

3. 'lfbat baa been relatiTe importance ot tba following tactora 

VII. Sctia!Jit 

causing change in marsin between 1936 and 1939 -
Prices? 
Raw material coats? 
Higher wage ratea? 
Change in labor aftic1enCT7 
Increase in taxea? 

1. Attitude toward outlook tor -
Blleinaaaf 
Political a1tnat1oof 
llonopol,}' invaetip.tioof 

2. Utect oo pre,!leot plau in evmt ot 
Outbreak ot luropau art 
Seriona threat ot wr't ------ Regraded Unclassified
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VIII. Vn•pgW lttd1 

IX. Queationa for IIpka 

The chiat upeets that can be cOYered b7 l..aterrlnillc baultera 
(other than gettl..nll lntor.atioo tro. the. reprdillc apecitic 
coapaniea or industries) are euch retleetiooa •• their loul 
figures and other lntor.atioa llight giYe reg&rd.illg eepital 
expenditures, inventories, buildin8 and real eetate. 

I. Questions tor RetaU Trade 

The usua1 questions on aa1es, prices, wholeaale ll&rl<tts, inTen
toriea , purchasing policy, labor aituetioa, tTPt of blo'inl 
(trading up or trading down? trend or installatnt aa1ea? 
better gains in hard linea or in sort linea?) and capital 
expenditure plana. 

• It 1a suggested that data for prior years requested on capital 
expenditures (II , 1), inuntcriea (III , 1), and profit -.rgin 

(VI, 2) bt co•plled before leaving the office and included in 
write-ups for comparative purposes. 
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z, '"~imwr· 'PM 

lr· *"rt.!n (l&:IID&17 211 - 2'1) 

PUttburgh 

llUIIinua Co. o! Aaerie& 
Blaw~ox 
0111! ou 
Pittsburgh Steel 
Zonas • L&ngbl1n 
let1ooa1 steel 
let1ooa1 Suppq 
Speer • Co. 
Preaaed Steel C&r' 
Cernepe Illinois 
UDion Trust. 

Jmangatom 

I oun&etown Sheet &: Tube 
Ioun&atown Steel Door 
General Fireproofing Co. 

Goodrich 
Firestone 
Qood;rear 
Geural Tire 

Cptop 

Berc:ulee .,tor 
'!iJIIr::a 

(Febru&r,r 6 - 10) 

Chlgaco 

Aaericen Steel FOWidriee 
Pnll•n 

Poor • Co. 
J'r•nkl1 n BaUwq Suppq 
t.enerel AMri cen Treneportetion 
Interlake Iroll 
Inland steel 
lliJer-
PveOU 
Stud&rd Oil ot Tndtev 

Iori hnulr 
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... I Drtta (COD~'d.) 

D!trroit 

Ob17dv 
General llotora 
Ford of Canada 
llational Steal 
Jtelaq llqea 

Clnelaoo 

Republlc Steel 

-I-

ueriean steel WarebOUJie !am. 
Clnel.and CUtts Iron 
Interlake Iron 
Pb.Ulip W. Frieder Co , (Scrap Steal) 

• • '· llamla 
Iron Fir~ 
uthnr 0. llclee 
Standard OU of Ohio 

lr· Barlt1 (January 50 - February &) 

Connecticut Y&lle;r 

uerican Hardware 
Sco'fille llanutacturing 
Chaae Copper and Braaa 
Stanlq Works 
Farrel Bira1nghaa 

'" Iori 

lennecot~ Copper 
International llicltal 
uerican lletal 
uerioan Saelting 
St. Joseph Lead 
General Cable 
a .... ere Copper &: Breaa 
Anaconda 
Phelpa Oodp 

lr• Aeb]c ( lanu&rT SO - Februar7 &) 

9'em 
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R• Ar!tlc (Caatld,) 

Cldag (Cont1d,) 

ODiOD Stock;Jarda 
Stein BrCJIIID (Grain Bouse) 

Olfte)•M 

Sberwin W1 1 Haws 

CleTeland Tractor 
Onion Trust 
Bebr Manning (abrasives) 

lp York 

otis El.eTator 
Allerican Radiator 
International Busineea llacbinea 
r. w. Dodge 
International Stat. Bureau 
Starrett Corp. 
Lone Star Ceaant 
0 , S. Pi pe and Found17 

llr. Aabley (Februar7 7 - 9) 

bnbtpgt.gp 

FilA 
FDIC 
OSIIA 
II)LC 
Federal. Reserve Board 

Mr· Spul• (Januerr 211 - 27) 

fb11 'delM' • 
O«Dtral Retractoriea 
Baldwin 
Budd lltg. 

'',, r rrte 
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lr· ,,, (Coot•d.) 
•• Xgrk 

Uzdon Carbide 
Air JltductiOD 

- t-

u. s. Induatr1.al llcobol 
Texts Oull SUlplmr 

k· llrrn (Jar.u&r7 2!5 - 27) 

toledo 

O..ms-Illlnbie 
Libbey Owens Ford 
Electric Auto. Lite 

Chiqam 

International. llarreeter 
Deere & Co. 
Olinr PUll Equipaent 
Farm Equipaent Institute 

lin xm 

Westinghouse Electric 
General Eltetrio 
Aterican Can 
Continental Can 
~ber Blectric 
Loew'a 

ko Bio!r.f!!rd (Januarr 16 - 20) 

Hartford 

•orc•attr 

BoGOJl 

lq & Barn!! - Leather llro!r.era 
Jet • 1. Aalll. ot Wool lltiP'•· 
Uzdt!d l'l'llit 
Sao~ll - TextUe Maab.in117 
Fidaoi&J7 ~ eo. 
J'1n\ lett~ BUlk 
.u-uw ~Adaatn•• or .,,, 
Fu-'• 
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•· "eVmt (CGDt.'4,) 

Cleural fir• llrt.tnphller Co. 

llrOIID "' Sbupe 
Prorldenoe Brdd c~ 

( lamw'1 80 - ,. bruar7 15) 

Oi,pgiytti 

Ceneral. MachinU7 
ClnciJiatU ¥11 Hnr •chine%'7 Co. 
AaeriC&D !oo1 'iorka 
(Proctor 8t r ... ble) 

Cbis•m 

11ontao-r7 Ward 
S-.ra Roebuck 
Link Ba1t 
lational. • .,.. 
Cb.icago nex1b1a Sbatt 

M!lpukoo 

Clpe] ,, 

l&tional. •ohlne 1'oo1 •un. 
0Ke11!7, lorton 8t Co. (iron ore) 

ltll£1 I ligkftr4 pR" Brnp 

lg Xgrk 

Aaerioan Bureau ot 5111pplni 
Cotton !ext.Ue InaUtut.e 
Pao1t1c llilla 
Interohaioal. Corp. 
l. C. Petl1lq 
B. L. Green 
llqOD 0rp.D<IIl 
Claet.t., PM'bocl7 6 Co, 
lloll&11k Carpet. 
acu- 8&Dtor4 Carpet. 
.taericu Blllra Corp. (rqGD) 
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ptJlttitl 

Oonatruction Budgeta 
Aaerioan au " Blaotrio 
Bar.inaea prospects or larse ~tri&l ouata.era 

ltaora. Uto ewl Fowler 

Ra1lroa4a 

Interrlew indirldual r ailrO&da about prospects tor 
equip.ent expanditurea, atntenanca expandituree, 
Toluae ot tr&ttic, possible railroad lecial.&tion, etc. 
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Bon,ot'laDJ.a Henry llorsenthau, Jr . , 
-30th Street, N. w., 

Jasb.lDSton , O. C. 

J&nU&r7 16, 1939 

I h .. i tate to nood you w1 th • terial , but in 
coo versa tion the other c:i&)' you asked tor it - and I aa 

beJ.os:lliS two aMOrend&1 ooe being our on beat Yin aa 
that deficit apenciing in the tora ot •net 

<>n:t.rJ.bUt1c>na 1 playa in the Aaerican eeonoay; the other, 
ot Business lien Resudins Caueee or the 1937 

Udlle!l8 Decline• 1 which were Siven to US at tbe tiae the 
•==• was soing on. I t.h1n.l< theJil particularly in tares tins 

view of what baa llappened since. lie are now goins o11t 
this ssM sroup and to IWI1 others, and are aakinS them 

tbey think about it as they look back over th.e last 
years; and wllen this II& teri&l is at band I will send 

on to you. In the taean tillle 1 the conclusion that I draw 
the two aeaoranda is the t no one actually in busineaa 
that the decline in Govenuoent spending was one of 

major cauaea of the businees decline; that, on the 
~ontr•LrY, our friends tel t tba t there waa uple cause w1 thou t 

decline in GovarnMnt spending. Naeea1 views - which 
aine - are upreaeed in the theoretical ae80randua, 
we feel that the cut down in Govemaent upenditurea, 

coae at a t1ae wban a decline was alreacl¥ due, 
llldoul>tedlJ accelerated that decline soaewbat but was not 

the aain fsctora contributins to it. 

With beat regards, 

Faitbtull)' youra , 

Regraded Unclassified



mwts or PM''• RPPDG " tMI nr1:t9"{ 

.t . In teru of tha cuh cleticit tha cleticit baa n11aec1 

betweu S. 5 per c•t aDd 8.7 per c•t of tha utiCD&l. 

incoae p&icl out. 7roa the point of Yin of the net 

contribution to cOMIIDitT spending power, aa cletinecl b,r 

the 7ecleral Reurn boarcl, the n.tio to utional incOM 

paicl out baa rllll&ecl between 1 .4 per c111t ancl 1.6 per clllt.* 

The fluctuations in total production of the c01111t17 or in 

national incOIIle paicl out over a period of IIM1 :rears have beu sub-

atlllltiallT greater than the proportion of either actual cleticita or 

the net contribution to coasmtt:r spending pour to national incoM 

proclucecl or national incoae paicl out. Than fluctuations result troa 

tha noraa.l unclerlyin& eeonOIIic forces. It 11 co.oon place knowleclsa 

that at certain tiMe OYerexpansion tuea place in 1nduat17 attlllclecl 

b,r speculation aDd that such periocla are followecl by contn.ction aDd 

liquidation. The chansee in the lBYel of output of the eeono1111, r.

GUl.ting troa these forcea far exceed the chansea that a:~ result troa 

deficit apenclin.g of tha Mpl.tude of the laat fn :reara. Therefore, 

cleticit 81*"''"' •at nec .. aarily be conaiderecl u ana el-t ODlT 

ancl ita effect at 8111 siTen tbe will .. ural¥ clapellclv.pon conclitiona 

*lat contribQtion to co•untt:r apencling power b arriYecl at bT aaldnC 
&cljuataanta in the Traallll1'7 figures, •11atnatins certain it ... of u
J*I4itllH8 which euppoaacl.l,y clo not clirectl;r add to apanc!ing power ud 
al1111neting certain it- ot receipt. which IIU])poaacl.l,y clo not clatnot 
troa -mtt:r epellclin& power. 
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ot \ha eooDOI\1 at tlae t.t.e. Sub ~tag ou, at. .o.t., llawa a 

.ocl1t7iDC etfaot ..:poll \haaa tlaot.uat.i ... ill baaiDHa. 

II. gppeL Ulf9Pd''GI pnprs Ol SPPPT!9 

1.. It •-s be70D4 quellt.ion that dotioit a pencil ng haa 

an UD!avorabla effect upon the williDgness of the 

huaiDess c._IDity to ulte long-range oo.itMDho 

The uncerta.int7 created b)' • .onet&lT pollq iDYolY

ill& as an illportant factor deficits onr a period of 

7ears does unquestionably affect the character and 

-..aunts of lcng-tlll"ll contracts and thereb)' Wlnencea 

adversely new capital ill.,.&t118Dts. 

B. Deficit spending carried on 1D large volUile onr a 

period of 7aars ..at neoeuaril;r han an undenoinlng 

effect upon the nation's credit and would tend to create 

an untenable Wlationary spiral 1f past history is arq

guide. Inflation illrotably leads to financial, political 

and social chaos. 

Ths United Stataa is ill an exceptionally strong poaitioe 
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troa the poiDt of Yin of prodncthe r .. ources aa wall aa troa aolA:l 

ruerwes to stand deficit apandSnc. 'l'bia does DOt -· hon.,.r, that 

contiDued deficit ependiD& will not ult1Mte1y briq about ita nor.l 

and ti•• honored conaequmoea and neither doea it -that it can be 

carried oo without adverae1y affaotin& the iDYeat..t of print• oap1W. 

Dotioit apendSng, aa a pollq, ia oo1y one of a..,.eral f•turea of \M 

J.a.iDillt.raUoe • a proaru, hartq an adverse otfeot upon the ooot14mH 
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ot the bui.Daaa ••-lll"IU'V• Other poUcl .. , u apreaHd 111 

tba nrlou retoru aarrie4 t.broaP 111 tba lut tn 7eara, tor exeap"e, 

eltbar in r Npeot to ll<bor or in reepeot to tbe d..,el.utioa 

ot the dollar, would &lao ted to b&Ya an UDtnoreble ottaot. 

upon busineu contldenca. 

DI. THE .§ttiOOT 01 sn2mDJG VARIES WITH TIJE TYPE Ql SPJIPIJ!G 

.l. It 11 iapoaslble to detenline u.e.ctl7 the ettecte ot 

detiolt apeodlng upon t .ha econo.;r. 'rhe econoaic ocm

aequencee or various types of deficit spending -:r be 

illustrated ~ t he f ollowing ~lest 

1. Spending tor direct ralief will tend to 
increase the purchases of goode and aerYicee 
~ the uneJ~Ployed and thereby tend to increue 
total ooniiUIIption. 

2. Support of oorporetione auch u railroad&, 
baDits and insurance co.pa.niea during period& 
of eaersenc7 tenda t o soften the blow of the 
crlsil. ,The exact -sur• of reliat troll the 
seriouanesa of the crisis ~ such apendins 11 
1Ddetend.nabla. 

&. The agricultural benotit ~ents or loua 
represent a aubaid7 at the lllqi8Die of the 
lnduetrial population. The loan pollq 
artific1&117 aintaina prices of agricultural 
prodnota at noo-co.petitin lnala in the world 
arl<eta. The price of cotton toda7 in the tree 
ll&l'ltet llight well be the cecta instead ot et 
centa. There 11 no donbt that the hisber price 
ia one illportant cau .. ot the record low l..,el 
ot .lllarioan cotton aport.a. 

4. Spendinc tor public wort:a aDd utWtlea baa a 
benoticlal otteot upon certain aeotiona ot tba 
acono.;r ~ r•aon ot the at.UIIlat.ion troa ccwaru
..t. order&. To nat. m•t. thia etUIIlat.ioa la 
ottaet. 11r tba ~ in cq~•dstarea liT 
printe ut.Wt.iu l a debatable. a.t. t.bere 1a DO 

doobt tbat. the !f.l bu bad an Ullt&YOreble otteot. 
llpciD printa utWt.7 IIJI""'iDC• 
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5. Speoding for ~. al.so baa a coo
eeotrated affect in cartain bra.nehaa of 
the aeon~ but can be of no ujor eip.i
ficance in the econOJQ' ea a whole, unl .. a 
carried to t .he extr••• found in such a 
countr,y aa Ge~. 

The effects of deficit spending on the econo~ depends 

to a great extent upon the t:rpe of expenditure. Soae types of 

expenditures are not o~ unproductive but wastefUl and have a 

net detrimental effect upon the econo~. Spending to keep the 

36 

unuplo;red troa suffering ia aoc1a.l.l;v and economically justified 

but spendins tb&t maintains agricultlU'IU pricee at non-eo~~pet1tin 

levels 1s detriaental to the eOIIIIU111t;r. 

IV. DEFICIT SPENDING AS A FACTOR IN THE LAST BUBII!ESS DECLINE 

A. The 19117-1958 busineea decline wee the reeult of beaic 

econoaic forces such aa excessive inYentor,y accumulation, 

large forward commitments in raw materials, speculation 

1n sensitive commodities, too rapid a rise in certain 

aect1ona of the capital. SOoda induetriea such as uchine.t7 

end equipaent and too rapid a rise in labor costa. 

B. These d..-elopaenta began to have e cUIIUlative effect durinc 

the laet halt of lQS6 and by earl;v 19117 had becoll8 auffic18Dtl;v 

t.port&nt to alta a decline inerltable. The retr8Dchllent 1D 

spending happened to occur at a tae when contraction in bWJl,,., 

na81 wee WI&Toidabh. Ita effect upon the econo.v, therefore, 

aigbt have been one of tending to accentuate the decline but 

could not be considered aa a beaic causa of tha decline arq 
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nat-.\ ftCIINJac w. 11111a pr1oM dar1Dc the 8JirUc 

ot the 7ear or tba lit\b( ot .arPA ~ta. 

'fba 18!'7 decline was accentv.ated 10M'IIbat '117 ratrcohMDt 
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of datioit apellding but a severe buainaee decline waa UD&Toidabla quite 

regardl••• of tbe change in e.pendin& pollCT at the taa. Datioit ap«Dd

inll attacta \llltaTore~ tbe long-ranp con.tidcca of tba buain••• o-msv 

u ·~ aa the loDg-range t1Danc1al aOUDdnaa• or the cOUDt1'7• In ita 

affect upon tM aborter-range tlaotuationa of the acon0111r it 1a ~ one 

of ~ factors and a.ong tbe leaa illportant. Ratrccbaant of ap8Dd11111 

lligbt tand to accentuate a decline in buainall (tbe decline being the 

rellllt or baeio econollic torcee). An increase in epcdiDg lligbt tend 

to accentuate a rile in production ( tba ril8 rellllting froa baaio 

aconollic forcll) . 'fba conaequencea of daticit apending al.ao depend 

upon tba dirw:ction aDd tn>e ot expauditur••· Soaa t)'JHII ot 8pand1nc 

ban .., ultiata affect of contracting inataa4 of apand1Dg prodnotioa. 
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let Cou
tributioa 

2,000 ! 
986 

4,145 
15,560 
s,uo 
1,880 
1,8150 

+1,016 
-15,180 
+ 785 
+ 1150 
+ aso 
+ 60 

-r.··r· -·-
Actual 
Daticit 

2,4~ 
2,4ll 
5,468 
15,986 
5,802 
2,2159 
2,716 

M,400 I 
69,&150 
62,588 
55,UT 
51,510 
45,1511 
49,024 

latioul 
Iaco• 

Produgtd, 

68,500 I 
89,811 
85,468 
55,168 
60,062 
42,2&8 
40,014 

.. , .. 
&lid 

SalariM 

u,ooo! 
48,728 
41,110e 
S8,879 
54,061 
29,5&e 
151,586 

Ql!Aii!ifo§ OVER PREVIQ!!S 11611 
(ooo,ooo) 

+ 88 -41 9150 E -U, 517 E -5,728 ! 
-&,057 +6,744 
+1,605 +7,449 
+ 161 +5,627 
+ 586 +6,195 
- 477 -5,707 

D!(icit aa S of 
Jatioaal lace• 
Illco• &lid 

Paid Opt §aleritl 

5.90 5.80 
5.45 5.1.5 
8.72 115.06 
7.18 10.80 
7.&8 U . l8 
4. 95 7. 57 

'·" 8. 80 

+ 8, 551 +4,822 
+ 8,280 +5,227 
+ 5,154 +2, 628 
+ 7,796 +4,455 
+ 2, 242 -1,967 

Itt Cgptri'bytie •• S o( 
Jatioaal ••••• 
Inc- &lid 

Paid Oat §el • rita 

&.12 4.86 
1.42 2.U 
8.82 a. eo 
8.10 9.1.5 
8.27 9. 60 
4. 1.5 8. &5 
5.15 5.80 
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B. PritQh&rd· Vi ce Presidont. . The Steploy !orko. Dopmaber. 1 . 1957 

"Bece.uae of the al.anli.D& and uncertain Waahingt?n pollcies, 
industry has bellned for four :rears that it was ' better to haTe goode 
than cash'. This conrtction was the exeuae for exceaebe stocking 
a.lthOU&h throughout this four-:rear period none of ua would adJd.t that 
we were speculating. We got eo used to bell8Ying that 'it is cheapar 
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to IWIUfacture now than it would be three 110ntha later• that we gra~ 
lost aisbt of the speculation that wu UDder wq. • . 

Cha1J7Mp !tit of Ratiopal Steel, Marsh 22. 1958 

"The business decline is the result of New Deal pollcies.• 

Trearuror Hea1e. Natiopal steel , November 11· l9A7 

•we are now pa:ring the price for the artificiality of the 
recent recOYery . • 

Bhlealtt. Preoid111t gf Jelerzoo Stove . lul.y 1 . 19M 

"There has been a letdown in bueinen, and troa what I can 
learn troa the aen in the tiald, it 1a not o~ the effe<:t of striltea, 
but the atteapted unionization of workllen in aaey plants. They haTe a 
feeling of uncartainty which natura.U:r would ll!.ke thea hesite.te to obllge 
theaeelTel for e u.jor purchase such ae one of our products. • 

Oheff . yigo Preaidopt . The Hollapd rurpact. June 29 . 1957 

•Salea haTe been somewhat erratic and haTe had a t endenc:r to 
dry uP nary tiae there has been some be.d labor new a. • 

Septeaber 14, 1957 - •acre than &z1T other thing causing worl<inl 
aen to dela7 signing contracts tor rurnacea was their uncertaint:r OYer the 
labor situation. • Tiae and again Chert was confronted with the stateaent 
that it there wun•t a str il<e the u.n would bQ)o. 
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•• ,. !rM'PT'P· •· 8. Qrpta. lpk 1. lU'l 

•ClMD up the labor a1tuat1oo IUid the Waahingtoo wgddl a, IUid 
bu. sine a a w1ll taka care or 1ta.U. • 

Lemerst, Prtaidept. Dpiqp Stggkrarda I Tnpeit . Stptnbtr 18· 1ftA1 

•It ien•t so mch how radical or tar-reaching lagialat1oo 
..., be, 1t1e the 1Dab1llt,' or bu.aineas -to gauge wbat is comuc 
that 1a cauain& the duage. It the AcS.iniatrat1ou would C1114 cosa out 
d1rectq with ita whole prograa, drastic aa 1t ..., be, bu.ainea- could 
tria tli.1r aalli aeeord1n&J.T. • 

Pr••M•t lporhfeu•er ot textrMeus•r ttphtr co •• Seotwbtr 17. lSIS7 

•Ha'rin& over-estill& ted the d.and for this 7ea:r, 8&JlT of th• 
over-atoelted. Current~, therefore, the inclination b to work ott atoolte 
sud nit until the picture 1s more clear~ defined before reentering the 
aarket . • 

figo Prtt.idtpt OliJer Pqptll of the FocJtral Rtatnt ReM of J'ppapolte 

Attributed the decline in bu.aineas in the lforthweat to the 
continued affect of curtailed relief axpand1turea, and a failure of farura 
to apaud. 

Crape CpewPI, Septwbtr. 19U· Prte1,dtpt lo}tt 

Three faotorer 
l. hcasa atocldJl& 1n the ear~ -the of the T&ar• 
2. Unsati&factor,. labor situation. 
5. Uneerta1nt1aa in Europa. 

Prtaidet Sutber lepd ot Su1;borloM Paw. Stpt;Mbtr 1!§. 1il7 

Be regarded concern rl'far the fOHiF e1tuat1oo aa the •Jor 
eawsa or the downturn. 

§rle=g Cqr Poor I Co., Sept•bv lB. lM7 

Mated that railroada bad .topped al.1 blving ant.U the ap 
protu. aa H\Ued. 'It wapa are inore .. ed and tarltfa are aot AAlftnoed, Regraded Unclassified
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a large auaber of ro&da plan to aka out tha beat thq can with praaet 
equi~ent because tbq have no .onq to apnd. • 

Cluptt . PMbody. Jupt 19S7 

Purchased a year• s up~ ot cotton goode. Earlier in that 7ear 
the COIIIJl&ll1 1 s profit& would have been severely aquae zed ey the higb pric .. 
t hen preYailing. As the outlook iD June appeared to be one ot contiDnin& 
buaineea iapronaent, the COJI!l8l17 welcoaed the opportunity to cover ita 
raquir•ente on a •breaJc• in the cotton goode -.rlcat. tsubsaquent declinaa 
iD prices caused a large iDnntor,- loea and the iln'entor,- aurplua na not 
cleaned up until December, 1938. ) 

Pro!1d!QC8 Braid. CO!IP'ny 

OTarbougbt ita r«7on requireaenta because it had been adYiaed 
b7 ita supplier t hat there would be a shortage, (Several plants iD th.e 
Prorldence area actua~ had to reduce operations iD the spring because 
o! a lack of r~on yarn.) 

Interpationtl Shoe Coppy 

Ona o! the large retail chaine na warned ot a price adnnce iD 
aboea b7 International Shoe C08Jl&ll1 . A lara• order waa placed at the old 
price !or tall raquireaenta and production and ahi~t of thi.s order wera 
coapl.ted b7 June ro, 19:17. OrcliDaril,y the production and abi~ent o! such 
an order would not be coapl.ted bet ore Sapteaber 7. 

M. T e Rtktr · Prooidmt., latiqpal GxPIUM Coepepy. Savtoehtr, 1937 

"WhT isn't there .ora ~~ild1nrf Iou have the potential deaatld, 
end 70U have the financial abillt7 to buT. In rq opiDion, the aleaent that 
is aiasing is the feeling ot eecurit:y on the part of the worlcaan 'llhich ha 
needs before be -.t.a such a major iln'astmant as 'b~Q-ing a house. He hn't 
sure, !irat, whether the sharp nge advance forced b7 his union is go ina to 
stick, or eeoondl)', whether he baa a stead)' job or is going to be called out 
on atriJce or laid ott b7 his eaplo)'er. So lone as the air is tull o! labor 
aptation, there isn't going to be as latCh bouae bu71ni or construction aa 
there ougllt to be, The reason I aa now paaaiai.tic over the outlook tor aalaa 
this tall and parbapa next spring is that I ua aora atriJcea ahead - Ford, 
llatiODal Staal and all the rest . I told rq aaaociataa during the steal atriJca 
last J\llla that we woald have to taka one 7aar out ot the bulldiDg indu8tr)' 1 a 
cycle. In other words, wbat n tir.t planned !or 1957 •• probab4 now won1t 
gat bat ora 1958. • 
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•o.r llft ordera bepll \o 1'all o1'1' jUt u - •• tba CIO 
1111101li&ni01l -••t approached ita peak. It a1'1'aoted u 1loUa clJ.nn~ 
&lld illd.irao\~. We had to ralaa wqe :rataa &lld illcreaaa pri-. u a 
reeult, we loat 110at of' our arille 'buille... fbe prioa o1' 1'1llll bada't 
cone up, &lld the fillhin& 1'leeta aiapq eouldD•t a1'1'ord to ~ liON tor 
dieaela. II:Yw a.ore iaportant , hol!Wer, waa the etteet Upoll our illdu
triel euatoaera. Thillga were h.app8Jlin& to th• eo 1'aat that thq ala~ 
beeaae seared oYer the 1'utun outlook, ud when thq are soared thq 
don't .U:• lOilf-l'&llP oapital iuYWatuata ot a IDIDdred thouMDd dollara 
or aon tor 1Ift anginea &lld ca.preaaora. • 
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THIE WHITIE HOUSIE 

WASHINGTON 

ZIIRll&%7 21, 1939 

/'rile S.orew.J:T ~ ille TNu1u7 
Tho Pon.uter General 
The Seoretarr ot the lllhr1ar 
The Seoretarr ot lcriw.l.ture 
The Seoretarr ot c-eroe 
The Seoret&l'f ot Labar 

I ~ tt woul4 be • soo4 14• 1t 700t -u taD 
a pv.bllo poe1t1a either 117 etat-t ar e}IMoh 1A ~aYilr 
ot tho poeltic taken 1A IV' •DmU!l -•eas• to the Cc~asre•• 
u well u 1A the Buc!aet •nas• - - a poliey aceratq 
laloml aa the ·~aatory fiaoaJ. poliOJ'"• We-t preeot 
OOtr caae to the OOUIItl'J' - - the objeot1Te ot an e1&Jlt7 
111111-. 4ollar nat1cal 1n- and the uo14anoe of til)' 

a ot101l 011 the part of the ~e4eral s""el'DIM!lt 'II)' WT ot 
etopp1J1a operat1-.a ar liT ftiY of curtailaellt ot ore41t. 

7ar i.JLetanoe the S.oretarr ot the Treuur7 000ll4 
a»la1n the .-4Deee ot the -· The Seoretal'J' ot c-eroe 
000ll4 4o it with the a14 ot t he _.. liberal .-bere ot the 
Bueueu Mr1earT CowloU. The Secretarr ot Jsriw.l.ture ~4 
4o it with the objeotin ot .-oau-. ot ecriov.ltural 
1ntereete. The Seoretarr ot the IDter1ar 000ll4 apeak ., ille 
- IIUbjeot ~ the aJ18le ot -.eiT1111 ... terial aJ14 Jl-. 
reeouroea. 

R011e ot u oan attor4 to be e.poJ.eceuo. :locaaaio 
•-41l•ee ot the poliey h al.read7 reOQP1se4 'II)' M1l7 
•-caleta an4 bua1neae - 1A th1a -tl'J', c4 wen JUliN 

eo 1n SilaS• a.D4 other pla-. 

I eugeet 7CIQ talk w1 til r -u V.llett abCIQt al'rall&1na 

N41o prea•taUa ar •-Jall&l' -•:rae•• 

7. D. :a. 
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RE CO!lPWSITORY Bt.JDGET AND ilECOVlRY 
(Held at 2211 JOtb) 

January 25, 19)9 . 
4: 15 p . m. 

Present: 

Ba&.s: 

a . :A.Jr: 

Haas : 

H. !.I.Jr: 

Baas : 

J:l . ld.Jr: 

Buas: 

B.W.Jr: 

l:laas : 

Kr. Banes' 
llir. Bell 
lilr . Gas tori 
lolr. Duffield• 
Llr. 7/hlte.
Mr .Baas , 

I don't =ow bow you .vi<Ilt me to start? 

~here are two things I asked f or . I asked for the 
important statements which were made during the 
last five or six years that effect our national 
economy . ~ut inasmuch as Bell Wbnts to get back, 
why don't we ao the one that bas to do with deficits 
going back the last ten years? Let ' s do t hat one 
first. 

Here it is . 

Let ' s see. 

Now, this, Wr . Secretary, is the deficit figure 
that's been supplied by Bell ' s shop - it runs back 
to the beginning of 19JO - total net cash outgo . 
llnd here ' s a curve representing general business -
the Times curve - only it's a monthly index of it -
tba t figure going here • 

.nnd over here ere some selected important state
ments made, and t be time they were made is indi
cated right where t hese lines go. 

I see. 

See - here . 

Do you think there is any correlation? 

Nell, here - Eccles and his speech explained this 
away by saying that at this period this deficit here 
didn 't count because it was due to a decline in 
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B.il.Jr: 

Baas : 

B. iol .Jr: 

H&as : 

llhite: 

H.M.Jrl 

1'/hite: 

Bell: 

l!. li. Jr: 

Gt:ston: 

li • .l. Jr: 

Baas : 

H. :.I.Jr: 
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receipts . But over here in tbe same speech be 
points out the decline in tbls deficit here was 
responsible - was an important factor in bringing 
about tbls business decline, whereas this deficit 
was due largely to an increase in receipts. In 
other words, he switches his logic. In explaining 
this1 he uses a different set of logic than he does 
when he exp~ains this situation over here. In 
other words, he doesn't take the net deficit concept 
and .teep it uniformly through •• • 

I•ve got to lie on my stomach an~ read this thing -
the only way I can do this. Don '1i you think so? 

Do you want me to r ea<i those? 

I 'd make the deficit line red . 

Red? All right . 

" II Propria te. 

What? 

It's appropriate . 

I was going to s ay tha t. 

Tbe dotted one is the .••• 

Tnat 1 s the net cash, not bUdgetary deficit; the net 
cash outgo of the Federal Government. 

I •ve got to lie on~ s tomach and read this thing. 

h verybo<iy through here - there w&s nobody - we looked 
over , us you asked to look over, all tnese sta tements. 
I •ve got a summllry of ·thut wlth me too. You notice 
all these statements here - we were worrying a bout a 
boom, if you'll read those; nobody was talking about 
this thing going on. I meon the President was talking 
that the - everybody was concerned that we were goinc -
concerned with spending rather than the lack of it . 
And you notice there the statements of Eccles; at 
different times be wanted to increase taxes and 
balance the budget - he said were essential. 

ll'hy some here and some here? 
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Baas: 

B. !J .Jr: 

Hans : 

B. li . J r: 

Baas: 

a . u~ . Jr l 

Haas: 

a . ... . Jr: 

G&ston: 

Haas : 

Gaston: 

B. :l. Jr: 

Haas : 

a . U. Jr: 

Haas: 

Gaston: 

H. :J. Jr: 

Haas : 
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'• couldn't get all of them. 

liell uow, le~ 1 s J~o~st. see . 

•March 17 . Wallace says Adminiotration fears busi
ness boom and collapse ; i s working on preventive 
measures . 

'l'hat•s right up here . 

"Uarch 15. ~ccles urges higher taxes to avoid 
inflation; afr a id of continued easy money •.•• • • 
bal&nced budget.• 

This i s all 1 37. Too bno - haven' t you got any
thing running chronologi cal l y? 

No, we couldn' t . Here they are on 
is one we made a yehr ago f or you. 

this chart. This 
(Presents second 

cha 
Is thi& tning - is everything her e there? 

There ' s mor e on this . 

But everything t hat ' s here is tller e? 

Is t he net cash outgo on t ha t one, George? 

Yes , I put it on . 

That ' s probably t ile mor e interesting chart. 

And ell these statement s her e •••• 

Those statements there, Kr . Secret a ry, are the ones 
I marked in blue. 

1111y b.Lue? 

Jus t to flag the more important ones . 

All the r est of t bose flags ar e also important one3. 

I Clill1 t remember seeing tha t. 

There ' s a big memorandum - you ~sked us to go back 
t o July 1 36, a nd this is one of the charts . 
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No, I prepared tbat t or you, George, two years aao, 
but you never showed it to the Secretary. 

This is the one we used in working up that memoran
dum. 

Vie had another larger one . 

Have you got that one? 

Seven feet long . Vie can get it right down. Take a 
few minutes to get it here . 

1:e11 

Save it here in ten minutes. 

Why don't you go to the phone? Because I can't read 
this thing. 

This is hard to read . 

Yes . 

If you bad it on a desk, it would be ell right. 

Are these things in the seven-foot chart? 

This is just li photograph of the seven-foot chart, 
except tne seven- f oot chart doesn't have the red 
line on it. I had tha t on •••• 

'llhat' s the red line? 

Net cash deficit . You see, a t that time, llr. 
Secretary, nobody was talking about that. It 
wasn •t , you know - that was very minor . 

I never saw this. 

That one? 

No, this one. 

Maybe you didn' t, but you saw the memorandum. You 
never saw the chart. 

There ' s a seven-foot chart. 
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Uh-huh . You see, here - we put some of it up 
here and some up here, and wha t we didn ' t have 
r oom for we put down here. For this month, you 
see, there were these other itbms. 

I see . Tha t's exactly wha t I want . 

Is it? 

Yes . 

Thst's a nice cburt . 

I blued tbe ones mich were moat important . 

But t ne rea line is tne ••• 

48 

lhe casn deficit, see? And here when the President 
was worried, you know, about expenditures and so 
on, on the net c&sh d eficit we 1 re almost in a 
ba lanced budget . And t here ' s when he made the 
price statement, you see . Cosh is almost balanced ; 
had a deficit running monthly of 15 mil~ion dollars . 

I just thought i f one of the boys wer e going back, 
I ' d send t his . 

I won 't keep you long . 

This is - her e ' s tne bond market break, following 
t he reserve - chLnge in r eserves . 

Change in reserve r a t es came her e . 

Right here . 

Yes . 

~hen here ' s the prices and here 's the Times index. 

One thing - we bad to make this ra ther flat in order 
t o get all this stuff on. 

But, B&rry, you say you made tnis two year s ago • 

a year·ana a hal f ago. 
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No . 

I don' t remember it. 

caw a memorandum which was based on this. 
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But on the big seven-foot chart, the only one you' d 
have t o add is tne red line . 

That ' s all. Itt s not up-to-date, but this period 
you're discussing is on it. 

We can bring it up-to-date very quickly. Not 
up-to-date, but it runs up t o '38 -the end of ' 38. 

'>:he end of ' 37. 

Vid we have a balanced budget there? 

Here you had b surplus and here - right over there . 

On a net cash outgo basis. 

This is the zero line . 

Where is the Times index? 

The Times index i s here. Kept going, reached a 
high there . 

Reacned the high when you had the balanced cash 
outgo . 

Ne h&a it f or several months; crossed the line • • •• 

That doesn't prove histheory, does i t? 

It's a month and a nalf later that we reached the 
hi&tl point . llonttl o.nd a half after we had crossed 
the line. 

Of course, you g .. t quite a little out of that one 
over there t oo. 

In fact, this bulge over nere almost exactly coin
ciaes with the period when •• were on a surplus 
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basis. Tbe top of tlle bulge in business alllost 
corresponds to this period bere wnen we were on a 
surplus besis, gettill6 ln lil'c.l'e tW.u we were payina 
out. 

Eccles would contend that was the lag and it hadn ' t 
affected that yet. 

I should be very hesitant to use those figures tbat 
way, because everyone, I think, would agree that 
there is a very definite lag in the effects on 
business from budget running anywh,:ere from a month 
to seven or eight months, depending on the period. 

.lell, taking tltls period here - if you started llere 
from there •••• 

Here you bad a boom. 

From there to there is how long? 

That's about - it 1 s one, two, three, four, five -
not five months . 

Seven months down to April. 

~hat was when you bed the biggest boom With the 
stocks. 

At that same period it's interesting to bear in 
mind tbLt inventories ~ere rising and •••• 

So w es business. 

Yes. I say inventories were rising, and tbe very 
momentum which was caused by t bat gave us sharply 
rising business wbicb I think ct.n be seen more 
clearly here. Thot period of rising business here 
is very sharp and could be expected to carry forward 
for several months . 

Here you get the peak of the pre-Roosevelt spending 
through the R. F.C. and there you get s bump two or 
three months later Rhich might bave some relation 
to this hump here. But your big shoot-up here was 
obviously due to the fact that a new adainistration 
came in 8DQ tllere was some hope of confidence . 
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very great increase in spendinc; 
but you g et this - you get tlla t 

Went down in the econoa~Y peri od . 

It went do~ there, yes . 

lihUe that wus going up. 
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That ' s true. Then 1 t comes down here, then it comes 
way up here, c.nd Ulen you get a response, possibly, 
in th~t h~p there, which follo~ed by about three 
or four months , and then again the same thing here . 

I wouldn't say that that would prove either way. 

That ' s right . 

I don' t think it proves anything • 

I think that it merely points out that there are 
a lot of other important factors . 

But also that this doesn't prove anything. 

Well, I tell you, some would say there is some 
similarity - some similarity if you look at this 
in the large . Here you have your period of 
business act ivity sharply declining and this in
crease beginning there; could not put a brake on 
that yet, but it takes a little while for it to 
get going, and it did begin to get going, and 
after a few months ' leg you had a higher level, 
and here you maintained a pretty high level of 
expenditure . That represents over - about 15J 
million dollars a month . . . ... 

Yes • 

• • • adoition&l expenditure right t nrough here, 
and you began to have a very sharp increase in 
business activity and you began t o carry through. 
J:.ven though the fact you curtailed your contribu
tion - not the expenditure but the contributi on was 
curtailed - there was enough oomentus in this tlliDI 
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to carry through-~n the basis of r i sing prices, 
strikes, a l l the other factors you enumerated . 

lhe hangover of t hat bonus thing had some effect . 
That .vas gradllblly fed out. 

lhe bonus a ffected it, though, even before. 

Kost of it was, it is true, after - ~t least, 
t lla t .vould be my thought. 

~ou could l£y a great deal ••.• 

I'm giving the interpretati on others might give. 
Then a portion of tae support .vus pulled out of 
it, tnere were also other supports pulled out on 
the part of priva t e industry in consumption. But 
this main support - let tha t drop ; you're way down 
to below anything but ' 32 . lhen you had here - with 
the s uppor t s removed , you bod oll these various 
statements being made Wlich hit the thing and, 
coupled ~ith the r eduction i n supports of con
sumption - a combination of those f actors . 

l thin~ the stotement I made, that you can' t prove 
a balanced budget helps business, you can' t prove 
spending helps business •••. 

I thin.t the most outstanding thing that impr esses 
me is that the greatest i mpetus to business improve
ment i s confidence, Lnd tne lLck of confidence here, 
improved confidence here, and I thin.t the increasing 
confidence there, had ES much to do Ritn the rise 
as unytbing else. 

I'd go along with that. I'm going t o look into 
l:.ccles • s t Ltements; I just want to take his state
cents alone; in otner words, is he L good w1 tch 
doctor o•· isn 1 t he? 

Probably be better to get the exact quotations, 
which we <lave. 

I ' d just take his statements alone - his and 
the President's statement s . 

But Nha t I claio is - I don ' t say that~ speech 
of November 1937 could make tne country prosperous, 
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but I still maintain it wns right - on the r ight 
angle; and immediately following that came Ickes ' 
speecb. and Bob Jackson' s spepcb, Just ra!:>~ing 
hell, and we never had ll chance t o see what would 
h&ppen. 

Well, and they had the private spenaing strangled 
ufter the increase in excess reserves . Wha t it 
did t o the bond market - cut off all - remember, 
John, right there, all tne new issue market was 
Just ruined; all the underwriting companies - the 
hundred million dollars cep1tal'tbey bad was all 
tied up follo~ing that. 

I t bink we• re going to get SO!IIetbing very interesting 
out of tnis . 

Here ' s a compr.rison - thought you might be interested -
comp~rison of the net deficit and national income. 

bxcuse me - did you (Banes) read the thing Gaston 
gave us? 

Yes. 

That ' s all right; I think he handled it very well. 

What ' s this? 

Tha t 1 s natiolll'.l income and the net cash deficit . 

Wbicn is ofhicb? 

rlere ' s the net cash deficit, going up, ana here ' s 
national income . Thought you might want to see that . 
Looks something like the business curve . 

!!ere ' s one t ha t Jake asked me to make up. He said 
t his curve be uses to represent industrial buy~n, . 

Here ' s a copy of the bccles speech, if you •nant to 
read it, in manuscript form. 

This is what Jake wanted. 

This new orders index ne takes as representing 
industrial buying, ~>nd tuen this index which we 
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worked up, wbich is a fairly hign inde~ - consuaer 
buying in terms of physical volume, price f act or 
taken out - that' s this line here, you see. Bere ' e 
your industrial buying, here's your cash deficit, 
this red. You notice this went down here . You had 
this big boom in industrial buying. Consumer buyinc 
continued right on too , did~t break until way over 
in here, in terms of physical quantity. In other 
.vords, in t erma of shoes and so on, this is what 
happened . This break in new orders came right at 
the time of t he change in reserve requirements, 
and this black line is the F.R. S. index of indus
trial production. And one reason that this kept 
up like that after new orders fell aown is that 
they had unfilled orders to carry them, and they 
had increased even - there JIBS even a rising in 
orders after Lab~r Vay, you recall . 

There ' s one point t o this, too; not only do you 
h£:.ve to explain this, but you &lso have to explain 
tha t . I mean I think it ' s a little bit dangerous 
to .. . 

Oh, Harry, the inter esting thing is in explaining 
this . ~his rise in spending came, I think, three 
or f our months bef ore the bill passed the legisla
ture . 

\'/ell, I mean - I presume this is toe curve - I 
imc&ine that's what he bad, here - tbis is the 
curve of expend! ture. 

But, 
bill 
22 -

you see, the curve - this thing started - the 
didn 't pass until J une 24i I think, or June 
the so-called spending bi 1 •. 

June 21 . 

June 21 . At least, it wasn ' t signed until then. 

Vlasn ' t signed, yes . 

And we turned the corner on the net deficit long 
before that. ~s a matter of fact, the effect of 
that spending bill - I suppose if we begin to 
look ct the things that went out, I don't suppose 
that there was any effect of tlult much before the 
first of Oct ober . 
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He ' s speaking ot the net cash outgo; not of tbet 
particular bill, but of the net cash outgo. Sere' s 
the turn 1n your net cash outgo . 

But just the same, what I ' m trying to get at is 
that the net recovery - I mean the recovery bill 
had very little to do with the increase in the 
deficit or net spending, whatever you want to call 
it . That ' s all I 'm trying to say. 

I think that curve coincides more closely with the 
uesterilization of gold, taking the credit brakes 
orr, right along thut period - psychological 
effects . 

Of course, llllen you s tsrted up here in your . 
net c ash outgo, there was a fal ling off 1n your 
receipts . 

I think that creates the impression that this net 
cash out go does hove an im~ortunt effect on 
activity, but that there are a great many other fa 
tors . 

be 
I would s ay it would/kind of unfortunate and dan
gerous if the position were t aken tha t that does 
not have such implications . 

Barry, no position is going to be t&ken by me until 
we have an exhaustive study. This is the ft.rst time; 
I want every body ln t he r oom to put his brain on this 
thing, that ' s all . And as I told you the other day, 
my mind is completely open. I want to find out, if 
1 can ••• 

I wasn't thinking of tbe 

No - may I finish? What happened the last two yeors 
is - any thing we con get on that would be helpful 
tlle next two years . That ' s a.J.l I want. Ma ybe there 
isn 't anything here .we can learn. 

What I bad also in mind, Yr. Secretary - I think 
there is a lesson here thbt spending is one of 
the fuctors affecting the business situation. I 
think the most important lesson here is that it 
was t he mismanEgement ot the spending, because 
when you cut off your capi t r.l illbrll:ets then you cut off 
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private spending, wbich you bad to use to go ahead. 

Well , there is one thing in it; somebocJ7 is going to 
have an awful bard time to convince me of: tha t you 
can talk up recovery . 

Talk? 

Talk it. 

You mean tlult you can' t mak& it by bullish state
ments? 

You can talk it down, I know that. 

You can kill it pretty easy. 

I mean I 1 ve been lying in bed aero for two days, and 
toe s ubject - as I say, instead or a lot or pounding, 
the grea t thing of an 8J billion ~ollar national 
income is to let people go to work without trying 
to pound them, and say nothing. 

I tb.ink tuese stutements possibly ur e pure self
defense ~nd they'll be injurious . 

llo question statements won' t help . 

Harry, th11t 1 s ;vhat I 1m trying to get at. NoN, the 
President is trying to ~t me to make a statement . 
before I make a statement, I want to be a thousand 
ana one percent sure thut I'm going to belp recovery . 

He ' s asked you to make one? 

Sure . That ' s the purpose of this whole thing. 

I• m very skeptical that statements would help 
recovery. The only thing a statement might do is 
to make possible 

Be's asked me to make a statement to convince the 
public as t o the soundness of an 80 billion dollar 
national income. 

I didn't tn~ you' d nave to make a statement to 
convince the public; if you bad it •••• 
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Tba t' s the wbole purpose or tbis meetinc. 

Stbtement on the usefulness or deficit spendinc . 
I duu 1 1. thlnll: more st1.te11ents of l.hat sori. are 
good. 

I'll let you (Ranes) und Dun go back, and I ' m 
going to chew tnis over with the other boys some 
more . 

57 

Wi~l you give me a copy? I 1l l t~e that thing home 
and go over it with a magnifying glass. 

Here ' s the memo that gots with it. 

Leave the memo here, but get one for Banes. And 
you fel~ows go on back, and if you others will 
s t ay, please . 

If this thing , Herbert - if this line here had an 
influence on that, then it seems to me the thing 
to ao is reduce taxes, not increase them. 

I wouldn ' t say that, because there are some other 
reasons that come in here. 

We must be careful, in objecting to one extreme, 
not to go to t he other. 

I agree «ith you a hundred percent. 

You wouldn't say to curtail expenditures all down 
the line and you ' ll get better business. 

I tniDK we ' ve all taken that position that a drastic 
cut is going to be disastrous. But get some sense 
in the tbing . 

There ' s got to be some sense in anY program they 
adopt . 

Tbat ' s right. 

I tbink we're all pretty dumn close together on the 
thing . 

"'ell, I "-now .... . 
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What I' • afr aid ot is tbat in the eagernes a to 
demonatra t e t hat ;you can' t accoapllsh wonders bJ 
this, you're liable ••• 

••• to make statements that we all know aren ' t 
true . 

••• and make ourselves vulnerable . 
relationship. If you were to step 
today by a couple •••• 

There is a 
up expend~es 
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I thi~ Eccles and his crowd overestimate the impor
tance of that factor ~nd tend to underestimate some 
other factors. 

That 's possible, althoueh his last speech was pretty 
·moderate . 

I thought so. His last speech was quite moderate . 

(B . ~.Jr leaves room for about 
twenty minutes) 

(White sets up the seven-foot chart 
previously r eferred to, entitled, 

"Some Economic Indices end Some 
Important News Items - Daily•) 

(B.li.Jr returns) 

You•ve got the big one . 

There ' s a couple memoranda on the Eccles speech. 
Kr . Seltzer ' s ~lysis and appraisal; I extracted 
the highlights - highlighted his speech. And here 
bre George Baas ' s shop's &nswers to those economic 
propositions that he made. 

(a.u.Jr inspects big chart) 

Well, there ' s n lot of ~tuff here that •• • • 

Well, the selection of data - we wanted to show 
that some statements t~t were sometimes held to be 
important and sometimes events that were held to 
n&ve bad effects, aid Lnd at other times did not 
have such effects. So ther e are «uite a few on 
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there which really bad no pertinence to it. 

You haven' t got tne one, Gaorge, yet, that you 
took out to show Jake Viner? That isn• t finished, 
that s t &tement? 

Oh yes, this is - this i s t ho one . Rother than 
copying it, I got tnat out of your files . I think 
you reaa that one time . 

Yes . 

Bec11use I r ecember, after tbi~ing it over •••• 

Did you show this to J ake Viner? 

Yes, ne went over ttu.t, took about four hours. 

Any corrections? 

lie made some comments, but on t he whole he thought 
it was very good; and he bed us put together some 
mor e material which he was going to look over Friday, 
but he didn' t have time . 

••ell, I thir.k I've got enough to rend her e , don 1 t 
you? 

If you haven't enough, I•ve got two very interesting 
editorials on this general quest ion by David Lawrence 
and almost a more extreme position in the Waley
Enton ~ublication •Sphere,• on tnis whole questi on 
of spending ~nd its iaportance in the econocic pic
ture . Dave Luwrence is surprisingly broad-minded 
&nd moderate in his oiscussion. 

olhat I 'm trying to do, Gene, is this . The Pr esident 
wr ote this l etter that he wants five or six members 
of his ~abinet t o get on bourd and back up compensa
tory • • • 

D.., you want it? 

rteud i t out loud. Then we can ~11 have it . 

•¥emorandum for the Secretary of t he Treasury, 
Post QBster General, Secretary of the Interior, 
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Secretary of Agriculture, Secretary of Commerce, 
Secretary of Labor . 

60 

"I tllink it woul.a be a good id-.a if ) OU lli"ulu ttJt" 
a public posi tion, either by statement or speech, 
in r avor of the position taken in IQ' annual message 
t o the Congress , as well as in the budget messase, 
a policy generally ~nown a s the compensatory fiscal 
policy. ~e must present our c&se to the country: 
the objective of an 80 bi llion doll ar national 
income and the avoidance of any a ction on the part 
of t he Federal Government by way of stopping opera
t ions or by way of curtailment of credit. 

"For instance, the Secretary of tne Treasury could 
expl~in the soundness of the case; t he Secret&ry of 
~ommcrce could do it ~lth the &id of the more liberal 
members of tbe business Advisory Council; Secretary 
of Agriculture could do it with the obJect of eauca
tlon of asricul.tural interests; Secretary of Inter 
could speUk on toe same sub ject from the angle of 
conserving human materials and resources . 

"None of us can afford t o be apologetic. The 
soundness of the policy i s already recognized 
hnglar~, and even more so in s~eden and other 

"I suggest you talk Nith Lowell Kellett about 
&rranging f or radio presentation or newspaper 
coverage. • 
Uay I have that? So you f ellows can ~ut your minds 
on it, see? See what you think of it, huh? 

Basic&lly thLt•s - I mean t his chart is the one that ' s 
got to show whether it works or not, doesn ' t it? This 
is your deficit spending and your na tional income . 
Now, to achieve SJ billion dollars by deficit svend
ing, tbese t nings have got to go together . 

Of course, the Presi dent doesn ' t say tact. He 
includes a lot more t han that ~ t hat letter. He 
doesn't put it a ll on t~t. 

Compensat~ry budget . 

He puts it - for instance, the question of credit , 
opening up of channels , und so on. 
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'lhere' s no sign or their going together here, 
is t here? 

I was trying t o find it. 

El 

l•s t. matter of f act, I think it1 s perfectly remark
able the way the na tionul income has been moving 
upward . Wha t's the low here? You've got a note . 

The low in national income? On a yearly basis? 

This is monthly. 

TbLt ' s monthly over there. The low is in - I presume 
in 1 J2, then. No, I guess not; it was in ~arch •JJ, 
Hasn't it? 'lhe value f igure . 

It• s Just over one of toe big division lines; it 
must be :larch . 

Dave Lawrence takes a very interesti ng tack, v er y 
interesting t ack . 

I understand Ben Cohen' s been puying visits down 
there . 

He says t here is something Nrong with free ent er prise . 

Great concession from him . 

Ouve La•Tence says that? 

Yes , sna ~e can ' t sbhrply cut off expenditures; and 
business is not bo!ng to orgunize itself to t ake 
care of the cr edit problem and the thing to do i s 
furtner gover nment organization in the credit field 
along tile lines of wh11t we have done in Farm Credit 
and Home o • .-ners Loan; we need to take care of the 
little man, small business man, und we need a better 
type o1' credit organi~:n tions under government auspices 
to give the banks puper thai t bey can handle. 

I thought you' d b e interested in seeing the t figure . 

Did you do tnis new? 

I just aid that & little while ego . 
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I tll1Dk 1t'a - tbia 11 one of tbe 11ost 1Dtel'e1t1111 
charta I've seen. 

I like tbat one. 

Is that the relationship of nation~l income t o 
deficit spendi ng? 

Oh-hub. 

There ~as a chart put out by tae Federal Reserve 
Board two or three weeks ago - I don•t knOw whether 
you' ve got it, George - on which tbey showed thRt 
on ~ six- months basis, with a six-months lag, Lnd 
it seems to sao~ - tney show the opposi te; they 
show we bad a lag . 

Ho~ can they justify e lag tn&t 1 s a good assumption? 

If you put it on a six-months basis, you 1ve got a 
very d!fini te •.• 

It would help out over in here . 

I don ' t know- have you seen that chart? 

I'd like to. 

WbLt I draw from tnis, going back, Barry- the 
point I get nere - tbis is on a three-months 
moving average - I consider this a most encouraging 
cbart, because the national income - I me~n if you 
draw a line right through the middle there, then the 
thing is definitely going up . 

The trend is upward. 

The trend is upward . 

Put it on & three-months moving everage basis ••• 

This is tnree-months . 

No. The defici t is on 1. three-11ontbs, but these a re 
actual monthly figures. 

Those are actual 110nthly fi&ures. • •• you ' d s1100tb 
t bat out. 
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·•ell, t he trena is def1n1 teJ.y - looks as though 
the trend was definitely up. The national deficit 
is just all. over tne lot . Put in the dates t or me; 
give me that !ionday. Take a look a t it. 

YlouJ.d you like to see how the Treasury figures agree 
with Curri e ' s? Just ht ~glance, pretty close , you 
see . I mean any conclusion •.•.. 

Close enough 

.. so the conclusi ons would be the same . 

Yes . ••ouldn 1 t you (l•hi te)? 

Yes . ii'ouldn't get Ln;y different conclusion. 

No . lh&t were you s Lying , Gene? 

I 1ve never been convinced that it is a V£lid assump
tion t o ass~e thht the effect of these disbursea ent 
l ags ufter t he disbursements. I •ve sometimes 
that the - I mean he ' s saying tha t if you put this 
on tJ six- montos l ag you 111 see t he things will 
follow right al ong . I mean I jus t have to be con
vinced of tha t assumption. 

Well, the onl.y thing I get encauraging as to whht 
our ob j ective is, is seeing tbnt the national 
income ste&dily goes up . It l ooks as though there ' s 
one thing, a definite trend . 

Some thirty bill.ion. 

vefinite trend. 

Yes . 

but now - and the thing - wha t brought it about? 

.:ell, I think that ' s about ell we can do Jus t now. 
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SubJect: Development of the current bue1neee recession. - ,,. l 

BuiDIDary and Concludon1 

Events leading up to the recession 

During the latter part ot 1936 and early 1937, it becue 
ap".larent that several toroe1 were leading toward a b1gbly 
speculative eituation in coiD!Dod1ty prices, and that buein111 
activit y was taking on a speculative character. 

1. Prices of aeneitive commodities began to 
rise sharply during the early tall in r esponse to 
several tactoral 

(a) Reduced atooka of various comaod
itiee, following several years of burden
some suppl iee, aade pri oes very eeneitive 
to increased industrial deaand. 

(b) !be drought in 1936 abarply ~ 
tailed the production ot various tara pro
ducts, whil e the euppliea of certain ~ 
material• were held down by artificial pro
duction reetrictione. 

(c) The war in Spain bad the effect of 
etiaulating the world demand tor war aateriale. 

2. 'rhie upturn 1n prices wu widely heralded u 
evidence that price inflation wae getting under way, 
as a reeult of: 

(a) fbe continued deticit-tinano1ng 
polioy of the GoYernaent. 
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(b) A large •olUM ot gol.d 11ltlowa, 
raault1ng 1n greatlr 1noreased exoeaa 
rese"ea. 

( o) .Announoeunt ot huge rearuaent 
programs abroad. 

(d) Bel1et' 1n a continued upswing in 
business following the re-election of the 
Democratic Party and the suooeaat'ul stabi
lization of world exchanges. 

£6 

3· Because of the general belief in rising prioea, 
merchants and manufacturers entered ordera tor manufac
tured goode in heavy volume. Reduced inventoriee1 

re
sulting in part from the spending of the soldiera bonua, 
further stimulated the demand tor goode. Duplicate ordera 
in man7 oases were placed with different manufacturer• to 
insure deliverr. 

4. The prospect that labor difficultiee might shut 
ott supplies of needed materials became an important factor 
in increaeing the volume of untilled ordere during the 
spring of 1937 to a level that taxed the capaoit7 or several 
major induetriea. 

situation 1n earlr 1937 

This combination of factors had the inevitable reeult ot 
over-discounting a favorable businees outlook. In itself, with
out the application of restrictive measures br the Administration, 
t his would have reeulted 1JI a corrective bus1neae reaction in the 
absence of soae new eupport1ng factor, such as a more rapid ex
pansion 1n the construction induetrr. 

Mild reetriotive measures were put into effect 1n the latter 
halt ot 1936, with an increase in reserve requirements etreotive 
on August 15, and a gold sterilization poli07 announced on 
December 22. Tbe application or the firet aeaaure signalled the 
beginning or a aov .. ent to liqui date Governaent bonda br aeaber 
banks in lew York OU7, but had at the ".;1me no other appara:tt 
effect on pricea or buaineas. The gold sterilisation polic7 
prevented a further expansion of the credit baae br gold inflows. 
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In the earl 
state ot die 
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to any depreeaiYe e e uenoee whio 
1nto pl~ at that time oaueed a decided falling ott in new in
dust rial buying, which •as a forerunner ot the bue1neee reo .. e1onl 

1. 1'he begiM1ng Of a decline in prices O! 1Japortant 
raw materials , resulting ! r om: 

(a) The prospect or increasing supplies . 

(b) Administration atateaente that nrioea 
were too high, interpreted as oontira~ a 
deflationary prograa. 

(o) Rumore ot an iapending reduction i n 
gold prioea. 

2. 1'he tighteni ng or tinanoial markets, induced b7 
inoreases in reserve requirements which went into et teot 
on Karch 1 and Kay 1, and the continuation ot tha gold 
steri l i zation policy. 

3· Tha sharp reduction in net GoYernment contri
butions to bueinees aotiYit7, reeult1ng !rom reduced ex
penditures and inoreaesd tax collsotiona. 

1'hs last two 1Jitluenol8 aened not onlr as definite brakl8 
on business through the mechanics or their operation, but, in 
combination with the price decline, ther brought about a re
versal in public sentiment and led to an expeotion or deflation. 
Thie resulted in a widespread movement to liquidate inventories. 

Later depressive taotore 

The tilling ot large baokloge ot orders on aanutaoturere 1 
booka helped support buei.nees aotivitr throughout the su..er, 
but Yarious depreee1 Ye taotora 1n operation at thet t1lle undenained 
t he busineaa structure and brought on the eYentual collapse: 

1. Pr1oee declined to etill lower leYele, partlr 
because or inoreaeing suppli es coincident with reduced 
demand, but partl7 &lao because or the detlat i onarr 
etteot ot Mmi nhtrat1on poli oi ee. 
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2· The reduction in GoYernment spending beoame 
more pronouneed during the summer, et a time when the 
tavorable i mplioat ions or a movement toward a balanced 
budget were not suffioient to bring torth an ottse~ting 
expansion in industry. The result wae a net deor eaee 
in the ourrent volume of total spending . 

3· The final i noreaee in reserve requirements, on 
Yay l, oaueed a further tightening 9t the money market, 
and oontributed to the growing deflationary psychology, 

4 . The failure or construction to increase a s had 
been expected , a virtual oeeeation or railroad buylng, 
and a reduction 1n public utility construction, contri
buted to a wealtenlng or the buts1neae 11tuation. 

Etreot or Government program on busi ness. 

In retrospect, it appears that the Government program in 
1937, whioh was designed to put brakes on a too r apid business 
expansion, actually was so deflationary a a to bring about a 
greater decline than the corrective reaction which could nor
mally have been expeoted. 

There seems little doubt that the Government made two 
m1ataltes: 

68 

1. The addltional 1norease i n reserve requlremente 
iapoaed on Kay 1 looked bad at the time -- i t looks woree 
in retrospect . Prioes had already turned down substantially 
by then, 'l'rea.aury bonds had euftered a sharp decline 1n 
prioe e, etook prices had turned down, and talk was beginning 
or the l ikel ihood or a sWiller I'8oeasion. Under those oi:r
oumstanoes, any addi t i onal depressive measure on top of 
those already 1n effect appears completely unwarranted. 

2. While reduction 1n the net deficit expenditure ot 
t he Government was unquestionably called tor, the eharpnes1 
ot the reduction at a time when business was partioularly 
vulnerable to unfavorable developments wae definitely not 
warranted. A s~1 deflat ionary measure when reoovery has 
not been achieve a never warranted; oonsequently, any 
def lat1o"&r1 toroe e~loyed should have been employed with 
caution. I t an error was to have been made it should have 
been made on the side or too gradual rather t han too sharp 
a reduotion. 
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11bat oan we learn tr~ thie reoeesion that -l enable ue 
to poeti>one or iliililze tbe neXt reoees!onf 

1. Sinoe detlol t epend1ng ie euoh a potent and 
suoh an expensive method ot bringing about an im
provement in busineee , we ehoul d have tollowed the 
policy ot: 

(a) Reducing the amount ot deti cit 
epend1ng ae the flret •ethod of bu81nees 
restriction; 

(b) Using no other weapon .until the 
etteotiveness of a reduction in defioit 
spending had been determined. 

2. Since deficit epend1ng hae been an essential 
factor in business recovery, it should not be sharply 
curtailed unless and until there is aeeurance of an 
equivalent eubetitution ot purchasing power from private 
industry. 

3· Attempts at bueineee control, which is still 
distinctly in an experimental stage, should be governed 
by the following considerations: 

(a) 'l'he methode adopted should be handled 
in a flexible manner, and not kept rigid ae 
were the methode used in controlling the 1937 
boom, which are etill in ettect. 

(b) The reaction of businese to the control 
measuree used should be continually under obser
vation. 

(o) 'l'he Adminletration ehould be ever ready 
to reverse ita operations when needed. Tbie ie 
what flexibility means. 
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4.. 'l'he Adminhtration ehould have olearlr betore 
it an outline ot all ita powera whiob i ntluenoe buaineaa 
activity, and should be oonatantl1 aware ot whloh polioiea 
~ operating in a depressive and wh1oh in an inflationary 
manner. 

5· I t ia essential to develop quiolt and dependable 
ind1oatora ot aaladjuatmenta 1n budneaa wh1ob prenge a 
aer1oua downturn, and to have in r&88Me a worlted-ov.t pro
gram tor at111ul.ating bua1neu aoti.,1t1 when these indica
tiona auggeat that auoh ~timulat1on ia neoeaaarr. 
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Secret&l')' l!orgenthau 

&lr, Hs.ae~_d 
Devel~~ tbe Present Business Recession - PAll! II &.tbjeot: 

I . General Situation a t U14year, 1936 

At the middle or t he calendar year 1936, there appeared 
to be abundant evidence that the country raced the promise 
ot a robust and cont inuing business recovery, 

Tbe FRB index ot industrial production, atter 
decl1rilng from 97 to 93 during t!i8 first quarter ot 
1936, bad abruptl y renewed its rise and, seasonally 
adJusted, was at a new recovery peak ot 10~ in June. 

The BLS general index ot wholesale pr1oes in 
June 1936, 7972, Showed little Change from that ot 
tbe previous December, 80.9, 

Tbe soldiers ' bonus became payable in June 1936: 
and between June 15 and July 27 more than a billion 
dol l ars ot bonus bonds were converted into oash. The 
r eceiot ot these tunda had been anticipated by many 
ve t erans and in part spent i n advance; in turther part, 
these tunds promised etrong support tor eo~:~e months to 
ooae tor the consumption goode industries. 

Ellroloyment payrolls, and tarm income were 
detinltely on the upgrade in the aggregate, despite 
sectional losses due to drought, 
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Co~orate ~rotits were r1s1ng subatantiall7. 
Dur1nge tire hilt ot 1936, the net prot1ta ot 2g5 
industrial corporations, as reported b7 tha 5ational 
City Bank Letter, aggregated eome 63 percent more 
than in the first halt ot 1935. 

Banking and mona{ market conditione were e~ 
tremel y favorable tohe cont i nuance of recovery. 
The market tor hi ghs at-grade bonde was not ably strong, 
the average yield on all long- term Treasur7 issues 
approximating 2. 50 percent and t hat on the highest
grade corporate i soues 3.19 percent. Interest rates 
on abort-term obligations were near the lowest on 
record; rediscounts b7 member banks were ot negligi
ble proportions; and the coll:llercial loans ot banks 
were gradually rising. Largely responsible tor the 
favorable conditions ot the money markets was the 
tact t hat the banko possessed great amounts ot. e~ 
cess reserves - - about 82.7 bi llions on July 1 -
and t hat gold imports were continuing t o add t o auoh 
reserves. 

The stock market was in a.n upward trend. The 
Dow-Jones avel'!lge or industrial s t ock prices, wh1oh 
had stood at 1~ at t he beg1nn1ng ot the year, stood 
a t 15g on June 30. fhl.s rise was accotlpanied by a 
very saal.l increase in brokers 1 loan a. 

!tete ~~~~~~~~~~~~~I~~~~~~~~~ 
refunding, at lower rates ot 

1

~ at, ot publio 
utility, railroad, and high-grade industrial bonds; 
and promised t o permit a turther huge amount ot such 
refunding; and, in due course, a healthy volW18 ot 
new capital tinancing t or producti ve purposes. Dur
ing t he tirat e1x •ontha ot 1936, corporate retund1ng 
bond issues totaled $]. , 965 millions as ootlpared with 
8450 mill i ons in the tlrst s1x months ot 1935. 
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=-Fir~~[9~~~~~~~~~-~includlng housing conatruc-
ticn, utility expansion, had 
begun recovery. The tact that the con-
tribution to recovery from these industries had thus tar been 
small, made it all the more likely that the relatively higb 
level of business activity would be sus tained and increased 
as these sections ot our e cono1111 expanded their operations. 
Such expansion could be expected to ottset the ettecta ot a 
diminished volume or deficit spending that appeared in prospect 
tor the ensuing twelve months. In other words, it looked as 
though the priming of the pump was substantially completed. 

In the internati onal field, conditione augured well tor 
tuture business conditions. Eicept in France business activity 
was rising in all countri es, particularly England, China, and 
Germany. 

Foreign trade ot almost all countries was increasing 
rapidly, chiefly because or improved business conditions but 
also due to progress being made in the lowering or tariff bar
riers through reciprocal trade agreements. Our imports jumped 
17 percent over the previous year, and exports 13 percent. The 
h1gb demP~d for raw materials was bringing prosperity to the 
coun t ries or South AQerica, Asia and Africa. 

The increased activity ln Europe was , unfortunately, 
based in no small part upon the race tor armaments. The poli
tical situation looked ominous. I taly had completed ita con
quest ot Ethiopia, and the prestige ot the League ot !lations as 
a rorce tor peace wo.s at very low ebb. Germany had thrown ott 
the Versailles r estricti ons on the arming ot Germany, ftnd suc
cesstully m.ilitarized the Rhineland. 

Only in France was the economi c situation unproc1sing. 
The Popular Front in France won the parli8.!118ntary electi ons 
and a Lett government came to power. Sit-down strikes occurred 
in lar ge number, accentuating the uncertainty as to the poli
tical stability of France. Gold in lo.rge amounts began to 
flow out ot France in June, and it was .apparent that Fro.nce 
was approaching a major tinftncial crisis. Notwithstanding 
her troubles , France, dur i ng the f irst halt ot 1936 helped 
rather t han hindered world recovery. Her imports increased 
and her internal political disturbances served to accentuate 
European uneaeineea and hastened rearmament programs . 
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n . 'l'he Thtrd Quarter of 1936 

Business oondltione re.ained highly favorable during 
the third quarter ot 1936. !he J'RB adjusted i .ndex ot 1ndu._ 
tr1e.l production, which bad been loll- 1n JUne, averaged 
better than 10~ in t he tollow1J18 three months. 

There was an active demand tor ooniiU.IIers' goode, ati~a~

lated in part by the caeh1Jl8 and spending ot the aoldis r e ' 
bonus and by other detio1t apendiJ18. Despite alowly rhing 
coats, producers enj oyed good protit margine; and despite a 
third quarter increase of 13t percent in the production of 
oonsumera1 goode aa co~Dp&red with the third quarter ot 1935, 
according to Standard 8tatiet1cs Oolllp&J\7, there was l i ttle 
indication that inventories were accumulating in distribu
tors' hands. 

Partl y because of the announcement of price advanoee 
on orders received attar October 1 , and partly because ot 
increasing demands by the automobile a.nd other industries, 
steel mill operations rose to about 75 percent ot rated 
capacity, the highest since Kay 1930. 

Stimulated no doubt by the undistributed profits tax 
enacted i n June, d1v1dend declarations during the third 
quarter totaled SS61 millions as compared with 8649 million• 
a year earlier, according to the National Oity Bank Letter. 

On July 14, the Board ot Governor• ot the Federal Reserve 
System announced an increase ot 50 percent in member bank 
reserve requirements to take etteot on August 15. There wa s 
a sligllt temporary tira1ng of both short- and long- te%'11 
interest yields on Treasury and other higb-grade open aarket 
debt instruments immediately following the announcement, but 
this movement waa reveraed betore the new requirement• went 
1nto effect; and the pr1oee ot higllest-grade long- tel'll bonds 
reached new high levels early in Septellber. '!be Reserve 
Board's aotion had the immediate eftect of reducing exoeaa 
reserves trom $3, 167 millions to 8l, Sl6 milliona. 

From the date ot the announcement, however, there beg&A 

a slow but a1110et uninterrupted decline in t he holding• ot 
United states Government securities by the weekly reporting 
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member banks or t he Federal ReserYe System, a decline that wae orr
set unt1l the end or the year by 1ncreasee in the holdings or banks 
1n smaller cities. Preauapbly beo-uee or the demAnd hy the latter 
and by insurance companiea and other inveetora, the liquidation or 
Government eecuriti es by the larger banks wae accompanied by rising 
prices tor Government securities. 

Buaineas conditions in rorei n countries - except France - oon
t1nue to llllprove. ur ore n t e ccn nued to show marked gains. 
wuch uneasinese appeared with respect to poaeib1lity or interna
ticnnl currency ohaoe, but eo far ae the United States was concerned 
that uneasiness resulted merely in larger gold !lowe here, and 
great er attractiveness or American eeourities and strength or the 
dollar. 

The oonclue1on or t he 'l'ripartite arrangement and the deprecia
t ion or t he gold-bloo currencies cleared the air, and did much to 
restore confidence in continued international currency atability and 
aonetary cooperation. It was t he rirst aucoeee!ul and ~~&jor etep 
toward the lt1nd or international eoonom1o cooperation which it was 
widely telt t he world badly needed. The reault was definitely bull
ish t he world over and especially in Europe. 

The international political situation, however, became much 
more tenae. The Spanish OiV11 War broke out in July, and before 
t he end ot the quarter it was becoming apparent that Europe wee di

vided into two camps in eupport ing the respective antagonists in 
the Civil War. In the Far East, Ob1na was making rapid strides tor
ward both in t he economic tisld, and in political etrength. But the 
Soviet-Japan.ese situation remained ooinoue. 
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Shortly after the middle or Ootober, buaineaa aotiYity 
and aenaitiYe ooamod1ty prioee began a Yery pronounced UP
ward eweep that oontinued to the end or the year. 

The FRB adjusted i ndex or industrial production roaa 
tro• 110 in October to 121 t or December. The BLS index of 
sensiti•e oommod1ty prioea r ose from 72 at the beginning 
ot October to 83 at t he end or December. The riae in the 
general wholeaale pri oe index or the BLB ns naturally auoh 
smaller: From 81. 5 for October t o 8~. 2 tor December. The 
Dow-Jonea index or induttr1al atoolt pr1oea reached a high 
tor the year of 185 on No••ber 17, and olo .. d the year at 
180, as ooaparad nth 168 at the begiM.ing or October. 

In aoae reepeote, the bueineea deYelopaente of BoYea~ 
ber and December resembled those oharaoteriet1c ot a booa. 
The riae 1n ooamod1ty prioee etiaulated tornrd buying not 
only in raw material• but i n manufactured goode. Wage 1n
oreasea in the eteel, automobile, and other induetriea be
came front-page news and spread widely t o other 1ndustriea. 
Price adYanoea of two to tour dollare a ton for ateel 
produota ordered tor firat-quarter deliYery at18ulated tor
'llard buying 1n this field. Large prograaa tor plant 
upana1on ware &JUlounoed by a nuaber of the leading atael 
compan1ee. Railroad bU71ng toolt on eizabla proportiona. 
An order tor 100 loooaoti•a• by t he Hew Yorlt Central repre
sented t he largest locomotiYe order einoe 1929. The St. 
Paul aleo ordered 30 looomotiYee. In 1935 only 83 looo
motiYea of all kinde were purchased. 

The textile 1nduatry turned in the moat aenaat1onal 
pertoraance among the aaJor 1nduatriee. Deaand t or cotton 
goode, eYen atter aa117 110nthe of high production and eal811 
seemed 1neat1able . Although cot ton aUl a were worlting at 
an all-time reoord r ate, tpot goode and early deliTar1aa 
commanded premiums. In the December latter of the National 
City Banlt it wae reported that the 1aill a are probably 
eold farther ahead t han aTar before and at profi table aar
gine oYer ootton prioea aTen allowing tor the wage inoreaae.• 
The rayon mille were equally aot1Te. In all aerohand1ee 
linee, willi ngneee to buy ahead wae more general than d 
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any Uae e1noe the booa ot 1933· .t.oUvity 1n 1;he heaTJ 
1nduetr1ea, t hough gaining, wae et1ll aubnoraal aa oa.pared 
with paa1; standard&, and pl'OII.1 .. d further a1ga1ti.oant ex
pansion. 

The riea 1n commodity prices, 1;he 1noreaeee in wage 
ratae, and the paJrOll 1:axee i mpo .. d under the Social 8eolll'
i ty .t.o1:, were increasing ocate of produoticn; but moat a&BU
t aoturere and d1atribu1;ore displayed little apprehension 
with raapec1; thereto. 

Although the awitt rise 1n staple ooaaodity prioea wae 
tinged with a d1et1not 1ntlatioaar7 aent1aent , Wh10h OPer
ateCl ae both oau .. and ettectt the unhaalth7 aepeota ot the 
riae oan eaeily be exaggerataa. The riaa wae international. 
1n aoope., with taw axoept1onaJ and although it owed -oh to 
torn.r"d ounng, there -• a real strengthening ot deund 
and ot ourrent oonauapUon; and production 11.tewiae -• 
rapidly 1noreaa1ng. 

In aany reepacta the rise in stapl e oomaodity prioea 
could be regarded aa a natural and thoroughly 'llhol .. ome d ... 
Telopment, serving to produoa a better balance 1n the price 
atruoture, and t o d1111.niah the internal dittioul tiea and 
international. t rade barriers ot those regions and ooun,riee 
that were engaged aainly 1n the pro&Jot1on ot raw aateriale. 
The great d1apar1tiee between t he declines in raw utariala 
prlou ae compared with those ot lll&liUtactured goode and aer
Ticea between 1929 and 1933 had conetituted one ot the prin
cipal cauaea ot the oollapea in trade and ot the prolonga
t ion ot the depression. !be r ise in stapl e oo .. od1ty prloee 
in the laet quarter ot 1936, t hough perhaps proceeding too 
rapidly, did auoh to reatore equitable price rela1:ionah.ipe; 
and therefore etrengthenad t he underlnng taotore aalting 
tor furthe r reooTery. 
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li:Ten auoh ot the forward bUJlng waa ot a ollaraotar 
noraal to, and required by, periods ot ria1ng trade Toluae. 
InTentoriea adequate tor aDJ giTen leTel ot 6uaineea aot1T1ty 
become inadequate at a higher l eTal , thereby neceaeitatina 
a quaei-peraanent incr ease ot 1nTeauent i n inTentoriea. 

KeTertheleee, the banking authorities again beoaae oo~ 
oerned oTer the poeeib111tiee ot an uncontrolled inflation. 
The continued intlowa ot toreign gold were steadily ottaet-
1:ing the etteote upon exoeaa reaerTea ot t he 50 percent 
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increase ln requir eaente that had been made eff ective on 

Augus t 15. Tbla tact contributed to a ahal'p rlae 1D the 

prices ot long-tara Governaent bonde during the month ot 

November and the tiret week of December. !he average yield 

on all Treasury bonde aatur1ng 1D eight yeare or 110re tell 

t roc 2.42 at the beg1ru ing ot lloveaber to 2.22 by DICNber t . 

On Noveaber 21 , there appeared widely publicized, and 

apparently officially ineplred, toreeaete ot a turther in

crease in reserve requirements. fhree weeke later, the 

Goldsmith Washington Service definitely predicted an early 

incr ease t o the tulllegal llalt -- an increase ct one-third 

over t he then-existing requirements. Soae two weeke later 

(December 21), the Secret ar y ot the Treaeury announced, in 

ef f ect, that turther acquisit i ons ot gold by the !reaeury 

would be kept out ot the banking syste111 by being placed 1D 

an 1nact1ve aooount , and that such acqu1a1tione would be 

financed by the eale ot Treasury obligations. 

The Goldsmith torecaet coincided with the beg1Dn1ng ot 

a pro t r acted decli ne in the prices ot Government aeouritiee 

and other high-grade bonda; but this decline did not become 

pronounced until t he foll owing Karch. 
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In the meantime, a noteworthy expana%on ot business 

loans by banks continued. During the tour weeke ended 

December 23, 1936, customers' loans other than those againet 

securities and real estate 1ncrenaed by $238 millions, and 

on t hat date stood at $4,279 millions, or 26 percent higher 

than on the comparnble date ot the p revious year. 

In the Treasury t1nanc1ng ot December 15, eubacriptione 

totaling $4,952 millions were received tor the cash otterlng 

ot $751 millions ot 2l percent Treaeury bonds ot 1949-53: 
an~ 70 percent ot the $787 millions of notes maturing in 

December 1936 and February 1937 were turned 1n 1n exchange for 

the same bonds as against 26 percent 1n exchange tor lt percent 

5-year Treasury notee. The continued strong preference mani

fested for bonds ae againet notes was lese marked, however, 

t han in the case ot s1a1lar exchange otter• earl ier 1n the year. 

There wa• no indication of a brt&k in t he ria1ng level of 

bualneoe activitY in foreign countries. 

The Bpaniab 01vil War became a major international prob

lem. The spread of war became 1ncreaeingly t hreatening and 

speculative purchaeee of ra w aaterlale were et~ated. Prieta 

ot raw aater1ala, particularly aet ale, rose sharply 1n the 

United Statee ae well as in world market s. 

The situati on in Prance wae unchanged. lew aocial legiala

tion waa the moat important factor 1n the continuation of the 

uncertainty Which iaDeded recovery. Devaluation was not aucceae

tul in repatriating Prench capital. There waa, consequently, 

no tlow of gold exports from the United States , but rather, a 

continuat1on ot i~orta. 
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I V. The rirst quarter of 1937 

Shortlr after the turn of the rear widespread strikes 

in the automobile and shipping industries and severe floods 

in the Ohio Valler te~orarily reversed the course of re

covery and adverselr affected business sentiment. 

The setback was relatively brief, however, and the 

strong rebound following the settlement of the West Coast 

shipping strike and the General Motors sit-down strike on 

February 4 and 11 , respectively, was accompanied by a fur

ther sharp upturn in seneitive commodity prices. 

Under the added spur of armament expenditures, together 

with the accompanying speculation, tho metal markets in Lon

don rose sensationally, followed by quick responses in our 

domestic marketa. Copper at 16. 8 cents, lead at 7 cents, 

and ~inc at 8 cents at the end of Uaroh, compared with prioee 

of 10 cents, 4 . 8 cents, and 5. 2 cents, respectively, at t he 

beginning of the prev1oue November. 

A sellera ' market developed in steel and many other in

duetries, and this was accompanied by r ising wage rates and 

rising prices. In January and in llaroh, new orders in steel 

and other industri es reached levels far in exce ss of current 

!)reduction; levels attributable to surges of for~>ard buying 

brought about by a distinct and widespread expeota t.ion o f 

inflat ionary pries rises, a nd, in some oases, by fears that 

labor troubles would later obstruct deliveries. 

Despite a high degree of oonoern in responsible circles 

that the upward movement or sensitive commodity prices 

threatened to get out or hand unless restrictive measures 

were undertaken, it appeared entirely probable that natural 

corrective influences would soon be exerted. Copper produc

tion and consumption were both increasing subst antially, 

and the increased prices provided incentives t o expand mine 

operations all over the world . The same was true of l ead 

and ~ino. Further, the ris ing prices of raw materials and 

roodsturre were s trikingly benefiting the countries and 

sections that produced them, therebr encouraging a great 

expansion in trade. Uarked imnrovement on this account was 

taking place in Canada, Auetraiia, South Afri ca, Argentina, 

British India, Bra~il, etc. apeculative exceeaee there 
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undoubtecUy were , but these were t ar more pronounced abroad 
than i n the United States; a nd normal oorreotive reaoti ona 
oould be a ntici pated in these oases as i noreaa1ng suppliea 
became a7ai lable. 

In the United Statee, however, governmental aotion ot 
at least a precautionary character was deemed adrtaable . 
qe have already c i ted t he aelli-ot tioi al intimati ons late in 
1936 ot a seoond inoreaae in r equired banking reserves. 

eo 

Tbeae inti mat ione were followed by a distinct tirlling ot 
abort-term interest rates and some tirlli.ng i n long- t erm 
interest rates. On January 31, otti c1al announcement waa 
made or a turther 33-1/3 percent increase 1n reserve require
ments, to take etteot in two equal instalment• on Karch 1 
and l4a1 l . High-grade corporate and munici pal bonds , which 
had been eoften1ng noti ceably dur i ng the previ oue two weeks , 
Clecllned eharply and almoet uninterruptedlJ during t he en
sulnc two months. Government 1esuea held f airly stea<17 
until about lolaroh 1, when the first instalment ot the new 
increases in reserve requirements became effective. Rlgbt 
from the beginning ot tbe month, however, be tore it became I 
appa.rent that i noome-tax revenuee would tall substantiall7 
below the previoue estimates, Government securities Joined 
the decline under a wave ot selli ng that caueed loaeea ot 
three to tour poi nte. 

The yield on 9-montha Treasury bills rose from under 
.10 percent toward the end of November, t o .71 per cent late 
ln !.!arch. The rates on bankers ' acceptanoee and open market 
commerci al paper likewise rose . 

The theory held b7 some that abort-t erm intereet rates 
could riee appreciably wit hout afteoting long-term rates 
was not confirmed in t h1e i nstance. The average yields on 
ou tstanding Government and high- grade corporate bonds in
creased by about one- quarter ot one percent. New f i nanci ng 
had to mee t a hardened mone7 market, The Philadelphia Elec
tric Company iesue or $130 m1llione of 30-year bonds wae 
ori ginally aobeduled to be offered with a coupon rate or }i 
percent. The rate bad to be obanged to ~ percent, with an 
otferlng pr 1oe of 102i, and the issue sold oloae t o 99 upon 
41aeolution ot the underwriting syndicate. 
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The pressure upon the Government bond mar ket was e~

ceedingly severe, and it accentuated a conges t i on in the 

nevt i ssue market as a whole. In the ohort period between 

January 6 and the end of Maroh, the weekly reporting member 

b!lllks reduced their hold1ngs of direot Gove1•nment obll,;a.tions 

by $907 milli ons . A slight resistance to the price decl ine 

i n long-term Governments was oconsioned by t he shifting dur

i ns the weeks or Uarch 17 and 24 of $9S mill ions of Feder al 

Recerve Bank holdings of Treasury notes and certifi cates 

i nto a lilte amount of Trensury bonds; nnd by concentrated 

Treasury purchAses of bonds tor its trust accounts. The 

collapse in the bond market , coupled with a sharp decline 

in atoo~ prices which began early in Uarch, greatly darkened 

t he outlook for refunding and new capital financing. 

While it appears to be almost certain that the pro

nounced 11eakness in the bond market wae primarily attribut 

~ble t o t he increases in reserve requirements and to the 

bold oterili~tion pol icy, there were other contributing 

factors. \Videspread labor dltfioultiea, which at times 

threatened severe ~~ysical violence, constituted one of 

these . Another was the gathering fear of imminent inflation, 

and its normal accompaniment or higher long- and short-term 

int erest rates . The failure of income-tax receipts during 

!!arch to come up t o previous e>.'lloc tations tms another factor. 

Official concern over the possibilities of an infla

tionary boom was reflect ed on Unrch 15 when Chairman Eccles 

of the Reserve Board i ssued a formal statement on this sub

Ject. On April 2, the Pres ident, in h1s weekly press con

terence, speo1tically alluded to the level of production i n 

heavy industry no dangerous, and the prevailing prices of 

~ctala , particularly ateel and copper, as too high. 
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Egre1gn trade or all countries continued to rise, and 

countries \'lhich exported r aw oater1als had extraordinaX'ilY 

hl~h favorable balancee of tX'ade. Continuation or British 

eoono>~lc recovery was assured by the adopt i on or n big e.rma

~ent program. Business activity in some European countries 

fel l n little during this quarter !rom the high levels of the 

las t quarter of 1936 , but there was an upward tendency in Karch, 

The danger of the spread of r.ar was considerably lessoned 

by the agreement between t he maJor countries of Europe on t he 

i ntroduction or the non-intervention patrol pr ogram. Prices 

of X"aW materials reached the neak 1n Uarch, to begin t he 

prolonged decline at t he beginning of the next quarter. 

There was nothing 1n the tore1~~1cture to promote a 

recession In the united Sta t es. on cont1ar1, foreign 

conditions were favorable to continued upturn in the united 

States. 
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v. !he St00nd Qp•rter of l9J7 

The month of April opened with numeroue unoertaiatiee 

in the a1r. The preTioue aonth had been one of falling 

bond pricu, falling etook pricee, and dtclin1ng b&lllt 
depoaite. It had likew1ee been one, howeTer , of enorsoue 

forward ordtring in numeroue induetriee; a deYelopment •t

tributable in part to inflation eent1aent, and in turther 

part to aotual and anticipated labor d1ffioultiee. 

On the other handt the etat .. ente (preTiouelT oited) 

or the Preeident and or the Ohairsan of the Board of OoT

ernora of the Federal ReeerTe 8Tat811, ae well aa the gold 

and ored1t policiee preT1ouelT adopted1 were counter-1ntla

UonarT in character. Doubt began to be entertained aore 

atronglT whether, under these conditione, the increaeed 

costa arising out of higher wage ratee, ehorter working 

houre, and h1gher raw mater1ale prioee could be traneferred 

to consuaere. 

The new quarter opened with OoTernaent bond prioee 

continuing their aharp decline of the preceding 110nth. 

By April 2, no fewer than fiYe long-term TreaeurT bond! 

and eix TreaeurT note ieauee were eelling below parLa 

deYelopment that oaae ae a shook to aaDT b&llll:ere. rne 
TreaeurT 2t percent bonde or 19~9-53, which had been ie

aued at par the preTioue Deoeaber1 and which had eold at 

101- 22/32 on FebruarT 3, aold at ~6-6/32 on April 2. 

Thie eharp break in OoYernaent bond pri cee produced 

cona1derable alarm in banking qUartere. On April 51 the 

Open lolarket COIIlll. ttee of the Federal Reeerve 8Tet811 an

nounced that it ne prepared to aake open-aa.rket purohaeee 

of United Statea Government eeouritiea in auoh amounts and 

at euoh t1aee • a ight be desirable in order to exert ita 

1ntluenoe toward orderlT oond1tione in the moneT aarket , 

and to faoilitate the adjustment ot the member banke to 
the inoreaaed reeerve requ1remente wb1oh would become ef

teotive on KaT 1. Upon th1e announoeaent , the Oonrna811t 

bond market rallied moderately, t hough 1t loet aoet or 

t he rally by the end of the month. 
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stook pri oee alec oontinued to deoline during April; 

but what wae e'f'en aore waeettlillg to bua1D .. a .. nUaent 

waa the abarp decline in eeneiti'f'e ooa.o41t7 prioee tbiob 

started at the '1'er7 beginning or the new quarter and con

tinued with only eligbt interruption tor two and a hal.1' 

•onthe. On April. l t the BL8 index or eeneit1Ye ~o41t7 

prices etood at 86,82, B7 June 17, it had dropped to 

77.84, Contribut ing to thie price decline and ~inc 

marketa throughout the world were ruaore beginning earl7 

1n April that the United States Go'l'ernaent propoeed to 

reduce 1h buying pr1oe ot gold below $35 per ounoe. · 

Deep1te theee unoertaint1ea, bus1Dese act1'1'1t7 '~s. 

maintained at a r elat1Yel7 high lnel throughout t he quar

ter. The I'RB ad,jueted 1n4ex or 1Dduetr1al production 

ueraged lltl tor April, lltl tor Ka7, and ll~ tor June 

exceeding the anrage or the t1rst qua.rter. '1'h.e deollne 

1n June wae due to etr1kee 1n the planta or a nUilber or 
1 1ndependent1 steel produoere, 

Untortunatel7, howt'f'er, the eueta1ned h1gh lt'f'el or 

production 1D Aan7 1nduetr1ee wae aa.1nl7 du.e1 not to the 

current rate or 1nooa1ng ordere, but to baouoge or 1m

tilled ordere built up 1n the pre'f'1cue Deceaber, Ja.nuar7, 

and Karch, The 'f'er7 ebarp 4ecl1ne 1D new ordere wae prob

abl7 aore 111portant than the taotore aore oo-Onl7 oited 

in the prese -- taxes1 labor troubles, O'f'er-expane1on ot 

cons1111er ore41t, and the A<lll1n1etrat1on' e att1tu4e toward 

the ut1l1t1 .. - 1n explain~ tlie 4eol1n1ng trend or 

atoct pr1cee '1'1rtuall7 throughout the quarter. Hot tor 

aanr 7eare were ourrent earn1nge being oap1tal1zed so 

oheapl7 b7 the etook arket, wtwrue the great reduction 

1n long- tars 1Dtereet rat .. , other th1nge equal, ebould 

have ra1eed the oap1tal1&at1on ratio, 

Beneath the eurtace or the eueta1ned Yoluae ot buet

neae aot1v1t7, a weakening or t he un4erl71ng toro" •• 
taking place, AD 1aportant pert or the pronounced s purt 

1n bue1ne .. aot1rtt7 wae due t o the et1aulat1ng atteote 

ot 1ncreaeed 1nveetaente 1n 1D'I'entor1" ot all kinde. 

Such an 1noreaee 1e natural atter a bua1neee rn1'f'al bat 

paued Ue earl1eet etag" beoauee the DeW l e'f'el ot dt~UJ~d 
requ1ree sreater 1n'f'entor1... 80 eoon ae t:he lattar ba'f'e 

been built up adequately, howe'f'er, turtber e1gD1t1oant 

et1aulue to the reY1val auet be euppl1e4 trOll other eourcee. 
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J:xpaneion of aot1T1t7 1n t he capital goode 1nduetriu, 

1nolud1n.g reeidenU.al and other oonatruotioa, ie noraall7 

relied upon to euppl7 euoh at1aulua. Por a&n7 reara, theee 

in~atriee have oonatituted a large f raction ot our entire 

econoiiJ': and the capital and labor emplo7ed therein cannot 

r eadily be ehifted i nto oonauapti on line~ Koreovert a 

significant tract ion of t he nat ional inooae ie •aaved' 

each 7ear bT individual and inatitutional inveetore; and 

unlees t heae eav1nge flow treelT into capital goode expan

sion, theT tend to remain unspent for anything 11batever. 

For the .. reaaona, a h1gh l evel ot aotivitT in the capital 

goods industr ies ia normallT neoeaaary tor the aoh1ev .. ent 

and maintenance of bueineaa proeperit:r. 

Great hope had been placed upon new r esidential con

structi on for 1937; and during the firet a1x aontha of t he 

year, residential oonatruotion oontraota awarded in t he 37 

Dodge Stat u did exceed t hose of t he first hslt ot 1936 bT 

54 peroent. But th1e percent age gain at1ll l ett the voluae 

ot r esidential construction oontraota at a figure onlT one

third that ot t he tiret e1x aont ha of 1928. The pri ces of 

building aater1ale on June 30, 1937 were about 13 percent 

above thoae of June 30, 1936, and were even higher than 

thou ot 1929• 

The r . w. Dodge f igure& tor publi c work• and utilitT 

oonetruotion oontracte in the firat halt of 1937 wer e OnlT 

2 percent greater t han in t he aame period of 1936; and 

other non-reeidential oontracte ware onlT 15 percent greater, 

Total constructi on oontraota i n the 37 podge states 1n t he 

firet halt ot 1937 amounted to onlT 4j,4 percent of the 

voluae ot .uoh oontraot a 1n the fi.ret e1x aonthe ot 1928, 

On the other hand! throughout the earl7 aontha ot 1937 
railroad equipaent buT ng wae verT .ubetant1all7 haavier 

than in man:r :rear&. I ndeed, freight oar ordere were running 

at levela approx1aat1ng those of the beat aonthe of 19291 

and, on Kay 1, the total. care on order were reported to be 

larger than on an:r oorreepond1ng date a1noe 1926. Duri.ng 

the aonth ot April alone, aoae 84 loooaotivee and 13,000 

freight care were placed on order. 

But, aa the aecond quarter of the 7ear progree .. a, 1t 

became apparent that thia ecurce of induatrial deaand wae 

rapi cllT weakening, 'l'be loaa to ra1lroade bT t he expiration 
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on Deceaber 31 1936 ot the eaergenoy .urohargea on certain 

olauea ot tre!ght had been auraountad by the inoreaa1Jlg 

volume ot trei~t trattio ae a Whole, Row, however, there 

wae growing talk ot aubetant1al wage inoreaaee tor railroad 

labor, and other coats bad risen. FUrther, earlier expecta

tions ot a great rise in tre1ght-car loadings in the tall 

were being revieed downward as a result ot various eigne 

suggesting the possibility ot a bueineee recession, New 

orders tor railroad equlpaaent dropped eharply i n Kay and 

June. 

The t a1lure ot the publio utility uduatry to ubark 
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on expansion programa that appeared warranted by the phyai- v 

cal volume ot their bueineu 1a partly retleoted in the 

tiguree previouely oited tor oonetruotion oontraote, The 

common explanation tor thie failure rune in terse ot the 

Administration• a alleged hostile attitude to the industry, 

and in terms ot the rate reduotiona ettected in var1oue 

States. Without attempting to aaeay the merite ot theee 

explanat ions, it ie well to point out that deterioration in 

the inve1tment marketai attributable i n part, at leaat1 to 

Reserve Boardoredit po ioy, exercised a diltinctly reatraiD

ing intl uenoe, 

New plant equipaent constitutes another important type 

or oapital goode, In th11 tield, the dea&nd during the 

riret six months ot 1937, ae measured by Woody's index, ap

proximated t he level ot 1929. 'l'o a large extant, however1 
thie expandon in plant equipaaent was being financed by tlle 

liquid reaouroes ot oorporatione aocu.ulated through depre

ciation ohargu and previous earnings, rather than through 

new capital tlotatione and reinvested ourrent earn1nga, Ill 

view or the undiatributed protita tax, a continuance ot thia 

high level ot de~~and would have to rely heavily upon favor

able conditione 1n the investment aarketa; and 1n th1a 
respect the eituation appeared to be vulnerable, 

We have already oalled attention to the deterioration 

in the bond and atook aarkets that had ooourred a1nce the 

beginni.ng or Karch. The underlying bankl.ng and ored1 t 

poeition, despite eurtaoe appearances, was not immediately 

favorable to active capital aarkete, The tiDAl 1norea1a in 

reeerve requ1reaent e, which went uto ettect on llay 1, 

re~ced the aggregate exoeee reserves o(the Syetaa to 

Regraded Unclassified



s.oretar:r lloraentb&u - 16 

epproxa&h1;r t800 all11ou the rollowlllg -•It; and the 

ore41t- expan41llg power ttr tht. t800 alll1oae •• now olll;r 

ae great aa that or 1400 alll1one or exoeee reeerTee 

berore the r1rat 1noreaeee 1n reaerTe requ1reaeate .. re 

aade on Auguat 15, 1936. 

Aooantuat1ng the arreote or tbe draetic contraction 

1n axceea reeerTee were other raotore that had eeriouel;r 

reduced the ore41t- eupport1ng power or a &1Tell Tolae or 

exoeea reeerTee below that whloh had ex1eted in pre-depree

don )'lara: 

(1) Banlt1~ ruJ\41 were no lo~er as aobUe 
ae the;r had beell 1n pre-depreeeion yeare beoauee, 
aaong other reaeons, the law no• prohibited the paJ

ment or intereet on demand depoeite. Hence, exce11 
reeerTee could not be depended upon to rlo• quioltl7 

to t he center• moat nee41ng them. With t~ all
lione or exoeee reaerTea ror the S;ret .. ae a ~olet 
there might aotuall7 ex1et derioienoiee 111 require~ 

reeerTea 111 111lportant banltiag oentere, whUe the 
eurplue r1llldl or oowrtr:r banlt.a reaalned eterUe. 
With the reduced TOluae or aggregate exoeee reaerTee, 

their regional dietribut1on beoaae a matter or prl-
11&1'1 1Jiportanoe1 nth no aechall1ea r1lllotion1ng to 
1neure a 11l1tab~e 41etr1but1on. 

( 2) The ratio or the oapi tal rUDde or Ameri
can banltl to their depoeit l1ab111t1el (13. S per
cent) wae nth1n one-ha1t or one percent or the 
loWiet leTel e1noe 1873 (ae rar baolt aa the an.11-
able riguree go). Banlte with exoept1ona117 low 
ratios or capital reeourou to depoalt 11ab111t1ee 
tend to oonaerTe rather than to uae their exoea1 
reeerTu, 111 order to BUppl•ant their poor oapital 

poe1t1on. 

(3) The peJohologioal haagonr troa the ~ 
1ng oollapee oauaa4 banltere to prize the poueaeion 
or exoeae reeerTee ae a aatet7 raotor, and thererore 

eterilized the ore41t-eupport1ag po .. r or a oonei&

erable rraotion or euoh reeerTee. 
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Early in 1937, intelligent bankers t hroughout the country 

lbeoN•e keenly aware that , under the programs being followed by the 
and the Reserve aut horities, the credit situati on could 
wns moving in only one dir ection: tightness. They were 

in effect : 

£{( 

•we will soon have mopped up more than two- t hi r ds of your pre

excess reserves by administr ative increases in reserve require
. our gold sterilization progr am telle you t hat you wlll ge t 

new reserves ae t he result of gold imports or neWly mined gold. 
a matter of fact , t his program tells you that t he volume of 

reaervee wlll be r educed avery time a dolla r of new gold ia 
In a word, a moderate credit expans i on, in view of the 

or some excess reserves by poor di s tribution, Will quickly 

~ ~~~~~~rn!the power or t he membor banks to expand credit without 
lb rroc t he Reserve banks; and moet of them are not l ikely to 

this unless coney rates rise subst antially.• 

or the banking system was a step to credit expans ion. 
ot all insured commercial banks i ncreased by $1,075 
firs t six months of 1937; but for every dollar of 
more t han a dollar of Government and other securities 

We have already noted t hat bank liouidation or Government seourl

s had been initiated by banks in the.larger cities during t he last 

months of 1936, but t hat such liquidation had been offset during 
period by purohnses on the part of banks ln smaller places. 

vu1r~rm the first s ix months of 1937, bank liquidation or securities 

gener al . During the l at ter peri od, the hol dings of direc t 

gu.nr11n eed Gover nment obligations by all insured commercial 
declined by $7g5 millions, and their holdi ngs of other securi

by $344 mil lions, or a tot al ot 81,129 millions . This 11quidD.
ot investments slightly more than offset the increase i n lonna. 

The securities sold by t he banks put pres sure upon the market, 
by absorbing individual and institutional investment funds , re-

the volume or funds available t or t he capital markete. In 

:~~:~=·~~:;~c'! • t he bond ma.rket softened, and i t i s not surprisi ng 
~t that alt hough stock issues more t han doubled, the total 

ot corpora te capital iseues floa t ed during the f irst siX 
ot 1937 was about 32 peroent smaller than i n t he first six 

ot 1936. 

The subst itution of business and other loans for Government 
other securities in t he portrolioa of the banka oo~tuted in 

a rest ric tive influence. Uoat ot such loans are tor short 
and bank deposito a r isi ng out of short-term buaineas loans 

in obrlracter and in their effects upon business from 

deposits arising out of bank investment s in long-term securitie s. 
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In the letter case, the cash balances of business enterprises 
are i ncreased without creating constraint in tne uee or such cash. 
They a re •tree• balances. In t he former case, t he serviceability 
ot t he new cash is more limited because it cnnnot prudently be 
e~oloyod ln ways t hat will not readily permit liquidation of t he 
short-tare loans. Hence, when banks substitute short-term busi
ness l oans for long-term investments, the aggregate net •tree• cash 
ot i nalv1duals and ousines s men i s reducea. 

During tne slx montns ended June 30, 19>7 , tuere took place 
n reduction or $l ,f53 m1!llons in customers' net balances of demand 

l
~t=~~l~: s 1n all operating insur ed commero1a.J. oanka. That i s , total 

sit s , exclusive or int erbank and United States Government 
declined by $6(8 millions, and tne snort-term deot or in
and business enterprises t o the Danks increased oy $1, 075 

and considerations Jus t cited are suojeot t o minor 
(a) Al:long the so-called business and agrioU! tural 

banks are some loans of medi\UI-term or even longer oharac
some nominally short-term loans which are indefinitely re

l newal~le; and (b ) some $~70 millions of t he decline in demand de-
maybe . attributed to a shifting of such deposits to time 

depo,~ its , which increased by t his amount. But these qualifications 
not destroy t he general implications discussed above. 

Despite the gold scare, dropping s t ock mar ket prices and raw 
~n·tel~il~ prices, and continued trouble in Francs, t he international 

situation wns good. The level of inductrial activity in 
countries continued t o rise . The •gold sca.re• disappea red from 
berore the end of the quarter, but stock pri ces and raw material 

continued to tall. 

The eXport surplus of raw material exporting countries in South 
Ullenc:a nnd Africa tell from the record h18Jl levels reached in t he 

q"•ar·~e:r, but these countries ner e still experiencing proaper-
co:ndJltions. Our ow exports leaped. During t he second quarter 

was ~2 percent higher t han ln co~nrable period of 1936, 
a dec+ining tendency in our impor t s in comparison wlth pre

~onths first appeared. 

The long- term capital market in England began to tighten, with 
continuous drop in the price of Console, but not enough to impede 

expansi on ot the capital goode 1nduetry. 

Towards the end of June another crisis developed in France, and 
resigned on JUne 20. A more conservative government , with 

as Finance Uinieter, took control . The franc deprecia ted 
.~r·onAr, but the crisis seemed to have r eceded t or the time being. 

7here still appeared no development abroad to act ae a depressing 
on business conditions in the United Stntea. 
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VI. The !l'hlrd quarter ot 1937 

The increasing congesti on 1n the capital markets b~ 
came s trilt1ngly evident !rem the very beginning o! the 
third quarter. The Securiti es and Exchange Commissi on ob
tains confidential reports !rem 23 large distributing 
houses on new bond issues. In Uay, this selected group 
reported an average unsold balance ot 9.3 percent ot the 
amount ot their participa tions as o! the end ot the first 
daY of dtter1ngs . Th1s figure rose to ll .~ percent in ~e; 
32.0 percent in JUly; and 67 . ~~ercent in August . In sep
tember, the offerings ot $48 millions or Bethlehem Steel 
Corporation ~ percent convertible bond.s and $44 m11lions ot 
Pure Oil Company 5 percent converti ble preferred s tock were 
decided and very conspicuous f ailures, and resulted in very 
hoa\7 losses to the underwriters. 

'!'he total volume o! security otterings in the third 
quarter was the smallest since the revival in the capital 
markets early in 1935; Total corporate offerings amounted 
to about $~ millions, as compared wit h C755 millions in 
the second quarter and $970 millions in the firs t quarter, 
according to the Comcercial and Financial Chronicle. 

General business activity, on the other hand, was main
tained at a relatively high level during the first two 
conths ot the quarter. Contributing to this result were 
(l) a good rate ot automobile production and sales, sti~
lated in part by announcements that prioes would be raised 
on the l93S models to be introduced in November; (2) steel 
production was maintained at a higher level than incoming 
orders, both to work ott previous backlogs and to build up 
inventories tor the a;,tioi pat ed !all busi ness; and {3) a 
sus t ained high· level o! retail sales. 

The imoortant cotton textile i ndustry, however, which 
had been prOc1nent in the wave o! industr1al expansion in 
the tall ot 1936, eharply curtailed its operations i n July. 

By late August , the steel industry had virtually 
eliminated i ts backlogs o! orders. The volume ot incoming 
orders t or some time bad been substantiallY below current 
production, and sizable inventories had accumulated. There 
~as general expectation that a renewal ot demand would be 
forthcoming after the Labor DRy holi day. I t soon became 
evident that this exoeotation was not to be realized. A 
drastic and prolonged decline in steel production set in. 

B.S 
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In th.e laet week ot August, eteel operatione were at 84 
percent ot rated oapaoity; by the end ot September, the 
rate had declined to 74 percent, 

Coincidentally with the decline in steel operatione, 
the stock market, whloh, during the sullllller, had nearly 
regained the peale leTele ot the preTious March, commenced 
a sharp end pro.traotad decline. On August 14, the Dow-Jonea 
average ot 30 i ndustrial stock prices s tood at 190. By the 
and ot deptember, the average was under 155. Thie eharp 
decline, whloh continued nearly unabated during much ot the 
rourth quarter, ahook the oont idanoe ot buaineee men in the 
near-term buainese outlook, and made any subetantial vol
ume ot new common stock tinanoing Tirtually i mposeible. 

So!le persona, notably !Jr. ltahlman Linker ot the l!onthl.:r 
Stock Digeat Service, haTe attributed much ot thla and suc
ceeding deolinee in atoolc pricee to the Revenue Ac t ot 1937, 
approved by the President on August 26, which, by closing 
the t ax loopholes ottered by toreign and domeetio holding 
companies, is alleged to have draetioally reduced the 
attractiveneee ot common atocka to very wealthy inveatore . 

SeneitiTe commo41t:r prices, which had enJoyed a mod
erate aumcer recovery trom their eharp apring decline, 
weakened percept ibly in late Jul:r and August; and attar 
the middle ot September nose-dived uninterruptedly to the 
beginning ot December. 

Coin~identally with thle wideapread deterioration in 
the buaineea situation, the detioit spending ot the Federal 
Government, which bad previouely been providing a s trong 
atimulue to the eoono~, now became transtormed into a net 
excess ot oaah receipts over oaah expendituree -- a detla
tionary influence. In the calendar year 1935, the net 
exceae ot cash expenditures over cash receipts amounted to 
$2,gl4 millions; i n the calendar year 1936, when the pre
payment ot the soldiers' bonua was made, $3,7lg millions; 
and in the first aix months ot the calendar year 1937, 
!449 millions. In t he third quarter ot 1937, there waa a 
net cash surplus ot $162 millions, 

!his startling and rapid transformation ot the reaulta 
ot the Government 's tiaoal operations was due primarily not 
to a decreaee in the liTel ot expend! tures (except tor the 
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non-recurring item ot the eoldiere 1 bonus), but to very 
tr..!bat ant1al increases in tax receipts and in the tunda 
collected by or appropriated to Government trust tunds -
notably the Social Security trust tunde. 

SUch an abrupt transition trom a large oaeb deficit 
t o a net cash surplus could be achieved without shock and 
disequilibrium t o the economy only it a tull and tree now 
of investment tunda into active e~~ployment toolr. up th e 
slack. Thi s did not take place in a dequate degree; and 
part ot the explanation tor the current busines s recession 
MUst be attributed t o this tact. 

Ear ly in August, market quot at i ons tor Government and 
other high-grade securities, whloh had stre~gthened during 
July , turned a bruptly downward. The increasing seriousness 
or the conf l ict in Ohlna was no doubt an advers e innuence; 
but the principal t ao t or appeared to be the growing prospect 
or strain in the banking sit uati on , particularl y in New York 
City . Out-of- t own ba nk s had drawn heaVily upon t heir New 
York correspondents t o meet the tinal increase in reserve 
requirements on l~Y 1. A conside rable loan expa nsion, 
principally in New Yor k City, had s i nce occurred. In con
sequence , th e el<oeas reserves ot the principal }lew York 
Ci ty banks were becoming uncomfortably small. On August 4, 
they amounted t o only $37 mill i ons. Further, t he normal 
seasonal expansion in money in circulation during the tall 
and winter could be counted on to cause an additional and 
perhaps very subs t antial drain upon e"cese reserves. 

Facing thls ai tuation , the Board ot Governors of the 
Federal Reserve System on Auguet 20 announced reduction• 
from 2 t o 1* percent in the dieoount rates ot t he Chicago 
and Atlant a Federal Reserve Ba nke , to take ettect the nel<t 
day; and in the following two weeke, t he rate ot the New 
York Banlt was reduced to 1 percent, and that ot all the 
others t o l t percent, with the el<ception ot the Cleveland 
~ank, which bad already eetablished a l i percent rate on 
l.:ay 11, 1935-

I n connection with the August 20 announcement, the 
!!card ot Governors issued a statement explaining that the 
discount r ate reductions were des igned to make Federal 
Reserve Bank credit readily available to member banks with
out encouraging tbe latter to borrow outa1de ot t heir 
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di stricts or to l i quidate t heir portfolios; and to ameliorate 
the effects ot the poor distribution ot t he existing exeeaa 
reserves. 

On September l J , t he Board ot Governor& announced that 

92 

it had r equested tbe Treasury to release $)00 mill i ons from 
the Inactive Gol d Account; a nd t hat it was •prepared to pur
chase additional Government securities if necessary to provide 
funds to meet seasonal withdrawals of currency f rom the bank& 
rnd other sea'sonal r equirements. • Principally by redeemi ng 
S350 milli ons ot mid-September bill maturities in cash wHile 
r oeepting War Loan Deposit credits i n payment ot $100 millions 
o: billa issued on September 22 and 29, the Treasury was able 
to add the entire amount ot r eleased gold to bank reserve& 
very rapidly, with a consequent general ia~p.rovelilent in the 
tone ot the hlsb- uade bond market. 'l'he Reserve banks did 
not make addi tions to t heir portfolios ot Governments until 
the ~eek ended November 10; and the aggregate amount purchased 
during that and the succeeding t wo weeks , when the program was 
cpparently halted, was limited to $JS m1ll1ons . On September 26, 
the Board of Governors announced that , effective October 1, the 
restrictions previously in force wi t h respect t o paper eligibl e 
for rediscount and collateral acceptable for advances would be 
very grea tly liberali~ed. In its December Bulletin, the Board 
further declared that t he notes or borrowers wbo use the pro
ceeds of a loan tor the purchase or goode tor use ra t her thAn 
tor resale are eligible tor discount . 

Abroad, r ecovery continued unin t errupted. However, there 
was cons i derable uncertainty and tear that the United States 
recession would spread to other ccuntriee. The J apanese
Chinese incident had developed into major host i lities between 
the two countries but the volume ot foreign trade ot even 
these two countries did not change subs tantially during the 
t hird quarter. The pcssibility that the war would spread 
to other countriea •1as not popularly r egarded as strong enough 
to i nit i ate a r epetition of the speculative boom in the price 
or rau materials such as occurred in tho tall ot 1936. 

aaw meteri al prices throughout the world continued to 
decline , but there was no cessation ot the rise in industrial. 
activity in European coun t r ies. 

The gold inflow into t he United States ceased, and there 
we re rumors t hat the Stabili zation Fund was selllng gold. 
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VII. Fourth Qu&rter or 19JZ 

The rourth quarter or the year opened with the course 
ot business in a precipitate downswing. The Federal Re
serve Board adJusted index or industrial production, wh1oh 
had averaged 117 during August and 111 during September, 
t ell t o 103 in October, and to an estimated 91 in November; 
wlth no evidence that t he trend would be r eversed duri ng 
the remaining month or the calendar year. 

The same story is told by the course or sensitive com
modi t y prices and t he movements or speculative securities. 
The BLS index or eena1 ti ve commod1 ty price a, which had 
s tood at 7g.~ in t he middle or September, decl ined to 64.0 
by the end or November. 

The Dow-Jone s aver age or 30 industri al stock prices, 
whi ch had stood at 190 on August 1~. touched a low or 113.6 
on November 2~, and stood at 123.5 at the end or the month. 
The decline in this average rrom the l~roh high cancelled 
about 7~ percent or t he entire advance in the general aver
age or share prices since July 26, 193~. The decline !rom 
the t~ch 1937 high to t he November low exceeded ~1 percent. 
In order to reduce the number or •restricted" accounts, and 
t o increase the potential etreotive del:lllnd tor stocks, the 
Board ot Governors or the Federal Reserve Syatem as or 
l:ove~tber l reduced the m1nillll1lll margin requirements trom 
55 percent to ~ percent. 
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The BLS indexes or taotory payrolls and employment de
clined sharply in November. The payroll index was 100.1 tor 
September and October, and 89.3 tor November. The employment 
lndex was 102.1 tor September, 100.5 tor October, and 9~. 7 
t or llovember. 

Steel production tell steadily t hroughout October and 
llovember, dropping to about 30 percent or capacity by the 
month-end, and to a al1ghtly lower level since. Production 
schedules or automobile producers were eh&rply curtailed, 
wi t h the result that automobile assemblies in November 
dropped below the corresponding month ot 1936 tor the first 
t1~~ t h1e year. Cotton mill acti vity declined turther in 
November, and the generation or eleotrio power showed a 

Regraded Unclassified



seoMtar:r Korgenthau - 24 94 

considerable decMaea. Raeidantial construction oontracte 
in the 37 Dodge statee, on the other hand, were p ract1oall:r 
unchanged i n October !rom the Bepteaber leul, and decreaaad 
onl:y elightl:y , after seaeonal adJustaent, in November. 

A turther substantial shrinkage took place in the vol
ume o! bank loans and bank deposita. Recent !1gurea are 
available only !or waeltl:r reporting member banks . Between 
September 29 and December S, these banks re~orted a decline 
ot $281 millions in br okers• loans , and ot i~95 millions in 
their total loans; a nd reductions o! $157 ll1llione in their 
adjusted demand depoeita, and o! $885 millions i n their total 
deposita. The principal New York banks increased their hold
ings ot direct Treasur:r obl igatione b:y $263 millions, while 
the remaining reporting aember banlte in the aggregate reduced 
their holdings o! Governments by 1153 a1llione. 

'ftle rapid rate at which bus1neu aotivit;r has been de
clining hae rarely been equaled. The Standard 8ta t1et1ce 
Oompan:r reports that the decline in i te index or i ndustrial 
production ei noe March •has proceeded at a pace whi ch has 
outstripped the downward trend in the ini t ial nine aonthe 
o! an:r previous aajor business recession in the past thirt:r 
:rears, with the single excepti on o! 1907.• (Standard Sta
t istics Company Outlook !or the Security Karltete, December 6, 
1937. ) 

The precipitat e character o! the decline ma:r be at
tributed in consi derable measure to inventory liquidation. 
We have alraad;r noted that after the !1rat etagea o! a busi
ness revival, a powerful at1111Ul.us to increased actirtt:r is 
normall;r provided by t~ building up o! inventories o! all 
sorts to the higher volumes appropriate to the increaeed ac
tual and prospective level o! deaand. I n the downward aw1ng, 
the reduction o! inventories to volumee appropriate t o the 
lower level o! demand is a prooau o! oapi t al d1einveat111nt 
that axeroieae a correepondingl;r powartul depraesing 1n!lu
anoe upon the volume o! business aotivit;r. !hie proctes hae 
doubtless been accentuated in the preeant inetance b;r the 
t~erienoe o! business men 1n the deep depression o! 1929-
19;~3 , "h1oh has made them attach a high prem1um to liquidit;r. 

Thus !ar wholeaale trade has been a!!eoted to a !ar 
greater extant than retail trade. Retail 1alas results 
tor October were generally favorable, but available reports 
indicate some llaokening during November, acre noticaabl;r 
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in induatri&l oentere than in agricultural areaa. Tbe a•&11-
able data on department atore trade i n the New York reder &l 
Reae~• Diatriot indioate that atooka ot merch&Ddiee 1n the 
reporti ng departaaent ator81, &4Jueted tor .. aeon&l ch&Dgea, 
were reduced eubetant1&117 dllring Stptellber and Ootober. 
'ftlere ie eome reaeon t o belieYe that euppli" ot both raw 
material• and parti&ll7 tabrioated prodlloh in the hande ot 
industrial consumers are being depleted. The •er.r rapiditJ 
or the retrenchment prooeaa i n manJ l i nee otrera ground tor 
hope tbat the readjuat•nt p:rooeee wUl be oo.mplated more 
pro11pt17 than would otherwi .. be the oaae. 

Partl7 beoauee ot the bus1neu reoe88ion, banking and 
credit condi tiona, a a reneoted in the pr1oee ot high-grade 
bonde, h&Ye imp:roYed duri ng the quarter. Total exceaa re
aervea tor all Mmber banks h&Ye remained aligbtlJ i .n e~ 
ceee or one billion dollars; and beoauee a l e ae- than-norsal 
inoreaee in ourreno7 circulation 1e talting place during the 
preaent Ohrietmaa aeaaon, the total Yolume or exceea re
aervee ie not l i kely to tall below $900 milli one. 

The prioea ot the Yarioua olaeaee ot Government aeour-
1tiee h&Ye risen appreciably ainoe the middle or september . 
Yields on Treaeur.y billa have declined to the lowest leYele 
in nearly a 7ear. In the mid-December TreaeurJ tinanoing, 
near-record OYereubeoriptione were received tor the 8-7ear 
2t percent bonds and the 5-Jear 1-3/4 percent notes, both 
ot which iaeuea 1Iomed1atel7 coiiiiD&llded eubatanti&l prelll.uaa 
in the marltet . High- grade corporation bonde ha•e ti~d 
i n pr1oe einoe the end ot October. 

81noe Noveaber 9, the gold atoolt ot the United Statee 
haa been reduced b7 about $40 llillione, and the Inaot1Ye 
Gold Account hae been corre~ondinglJ reduced. On Deoe .. 
ber 13 , thia Account stood at e1, 232. 6 milliona. 

In the London Eoonoai•t ot NoYeaber 6, 1937, ie an 
arti cle entitled •Economic Out look in America,• trom which 
the following excerpts were taken: 

' The oonoluaion troa the .. tach ie in .. oapable. On 
the aoore ot the i ncome a•ailable to oonsu•r• tor the pur
chaae ot goode there is not hing to juetitJ a reoeeeion ot 
pr oduction and enr.ything to juet1t7 a turther aound expan-
sion •• • •• 
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•'!'be oapi tal. goode induetrhe, howenr, tell a very 
different tale ••• • • 

1At midsummer, t hen, t he poeition was t hat current 
GOnsumption was healthy and nouriehing, but that the o.p-
1tal goode industriee were still nagging, hindered by a 
dormant new iesue market ••••• 

''l'bue the capital goode indue tries were not only in 
the more vulnerable poeition earlier in the 7ear, but they 
have, i n tact, s tarted the downward movement. There oan 
be no one expl anation tor th1e change in trend. Part ot 
the responsibility oan be placed upon the depreaeing et
reeta in the bond mar ke t ot the Federal Reaerve ' e polio7 
ot raiaing the reserve requirements ot the banke. Thie 
undoubtedly put a atop to the i .noipient revinl i n the 
new 1eauea market. 8.11DUl taneoualy, the heavy tax on un
distributed prot1te made it more difficult to tinanoe 
capital extensions out ot profits. In some industries, 
notably the rail ways and building, r ising labour oosts, 
e1 ther direotl:r instigated or at l east en.oouraged by Gov
ernment aotion, prevented expenditure on capital goode. 
And finally, the ettort made in Waeh1ngton to balance the 
Budget severely reduced the Government's own expenditure 
on capi t al goode. It might al110s t have been a concer ted 
programme to discourage oap1tal investment •• • •• 

'•••• • In 1927 a reoeasion was oured by cbeap money. 
The same may happen in 1937; it obeap money ie allowed to 
have ita normal etteot •• ••• 
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January 26, 1939 

FOR 'l'l!E SECRE'l' ARY: 

I talked with Dr. Goldenveieer tor about an 

hour t hi e afternoon 1n accordance vith the arrangements 

vbioh you had made vith him t h1e morning. He will give 

the problem eome turther t hought and v1ll call me 

probably early next veek atter he hae completed vorlt 

on the Board' s annual report . 

Hi s pos1t1on today is that one ot the most 

important influences on the trend ot national income 

and ot business generally is exerted by price relat 1on

sh.i pe. In tb1a connection, be places great importance 

on the attached chart ot wholesale prices. He points 

out that our greatest difficulty occurred 1n t he period 

ot increasing price d1apar1tiea between 1929 and the 

tir~t quarter ot 1933. Furthermore, our most proeperoue 

recent period came during 1930 a.nd 1936 vben all claasea 

ot prices were on roughly comparable levels . The 

emergence ot a nev pri ce d i sparity early in 1937, he 

teele, contributed to the subsequent decline in busi- . 

neea activity. He recalls that Dr. Lubin presented to 

the group vhioh studied prices tor the Preeident 

a valuable chart correlating prices and national income. 
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Dr. Goldenweiser reels tha t chart correlation• 

auoh as t hese are or l ittle Yalue in t hemeel•es unleea 

they have some logical explanation in the work- a-day 

world. He reels that the pri ce disparity chart s besidea 

correlating well with t he tren.ds or national income 

do have a logioal explanation because low prices tor any 

gro~p or producers limits their purchasing power and 

dri es up their demand tor goods · trom other classes or 

produoe.re. 

Dr. Goldenweiser also believes that the trend 

or national i ncome coincides roughly with the trend in 

durable goods industries. The second accompanying ohart 

showing production 1n the durable goode industries and 

the non-durable goods industries indicates the r elatively 

stable character or the non-durable goods production 

as compared with the wider rluotuations in the durable 

goode industries wbloh synobronlze roughly with the 

rl uotuat ions in nat ional income. The trend in durable 

goods i ndustries, he says, depends on a great many things, 

pr~ncipally, the willingnees or people to invest, the 

adequacy or the underwriting maoblnery, and the chance 

r or a prorit . He bas the reeling that t he amount or 

underwriting capital is not now surrioi ent to meet 

the needs or t he country. He also r eela that certain 

Regraded Unclassified
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deterrents like capital gains taxation and like TVA 

have kept private investment trom functioning well. 

101 

In general, he believes that the railroads, utilities, 

the automobi le industr7, and construction must be helped 

in every way possible to increase the volume or durable 

goode production, which in turn would exert an upward 

proeaure on the volume ot business and national income. 

We Qid not di seuse the spending theor7 at 

great length. He did eay, however, t hat he did not 

believe that you could prove or disprove the ettective

neee or spending with any existing figures. The whole 

spending approach, he believes, is still highl y 

experimental. He reels that logic ehovs certain things 

about spending; tor instance, spending which is done 

in competition with private enterprise might better 

not be done at all, spending which ia financed by money 

collected t hrough sales taxes probably might as vell 

not be done at all, spending vhioh enables people to 

purchase goode they would not otherwise buy and which 

is financed rrom funds otherwise idle contri butes to 

t he prosperity or t he country. How long such spending 

can be continued and when it should be shut ott are 

t hings about which he is uncertain, except to say that 

ho agrees that the unemplo7ed must be t aken care or. 
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!be onl7 definitely dierupting factor which 

he aentioned vaa the BRA. Be aaid that he believed it 

had raiaed ooate at Juet the tiae vhen the ettort 

ebould have been in the direction ot increaeing 

conewaption. 

Be vill get in t ouch vith ae again Monday 
• 

or 'l'u .. da7 ot next veelt, 

lSD 

, 02 

Regraded Unclassified



January 36, 1939, 

!!E'..IORANDUll fOR 

THE SECRETARY OF THE TREASURY 

In regard t o my memo of Janllll.ry 

t wenty-first, don' t you think you 

could do something to back up our 

s eneral ~olioy? Talk it over ~th 

Lo~ell !Lellett . The others are 

arranging t o help . 
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THE SECRETARY 0,. TH& TREASURY 

WA8H I NOTON 

Januat')' 2S, 19;!9. 

The President, 

The '!ihite House. 

lfy dear llr. President: 

Jour letter of Janwuy 21, of which you apoke 

to ""' on ],[en~, was received llond-.y a.fternoon. 

At your convenience I should like to have an 

opportunity to discuss its contents !\illJ'. 

Sincerel;y, 

SeCJ"etar7 of tbo Tre&aUJ7. 
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MONTHLY SURVEY OF ., .... 
Ammcxm F~ of l.4b<w 

No. 99. 

WHAT'S AHEAD FOR 1939 AND 19'101 

Business has started the year 1939 at a substantially higher level than tbat of a year 
ago. The three first picturegrapbs herewith illustrate this clearly. Steel ingot production 
in the week of January 21 waa 713,000 tons, which compares with '185,000 tons in the 
corresponding wetk of 1938.' (See guph page 1.) Th.is is a sign of new life in many 
basic ondustries: Builders are ordering atetl for a volume of heavy building contracts 88 
ptt cent above last year (fiat three weeks): railroad steel ordm are <Xpected to be 50 pu 
cent above last year becauR rising freight haulings have made tbe need for new uils. cars. 
locomotives imperative: orders .for machine tools in Deamber wtrt mort tban double tht 
May 1938 low fignre, orders for electrical equipment, farm tools and othtr machinery 
have increased substantially and art .rill increasing. Automobile plants turned out 90,000 
em this year compared to 65.000 last year in the week of January 21 (S.. graph page 2). 
This increase means that there is more activity in the indunrtes manufacturing parts, 
paint, glass. tires, upholstery materials, batteries and accessories. and there will he more 
work for gasoline stations. Automobile manufacturers are keeping their production 
dostly gurrd to sales, and sales have been well above last ytar. Business activity a1 a 
whole is 11 per cent above last ytar, according to the New York Times index, whith 
nood at 91. in the wetk of January 1'1. compared to 82 in the aame week last year. (S.. 
graph page 3.) 

The rapid business riR which began last June raptrtd off in mid-November to a ttm· 
porary lull which observers be.lieve is normal after so swift an upswing. War scares had a 
dampening effect in January, but obsuvm point out the undtrlying soundness of tht 
businm atructuct and the stimulating forces now pr<Rnt, believing that the spring will 
bring a new upsurge of recovery. Inventories have been sold off, worktrs' buytng power 
u rising. there is no in6ation of credit, and prices have held almort without change Iince 
mid-November. Government spending bas been running at very hi$.1? rates and will con
tinue in the first half of 1939. In addition to railroad building, uttlities must now plan 
new construction to meet record dtrnands for power; residential as well as heavy construe· 
tion is incrtasing, contracts for the four wttk.s ending January 7 being more than double 
last year' a.' Obsuvers sttm uoanimout in the belief tbat, barrina war, recovery will eoon 

STEEl PRODUCTION 

Eoch oymbol ropr- 501000 tono of ingoll 

-.;;;. - .,_ A,. ,. .., ol CIIJCir1 ........... .,.., OJIIIItitr • 70.000.000 ... of ........ ,..,. 

1 
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~. d ......... outlook for 1939 is distinctly encouraging. A more constructive labor 
.,. rrsumt . 1 n• • d · h ' I' h " 

1
. · d lop·1ng typified by Roger Bobson s a viCe to . 11 c 1ents t at Ngt~lar con. 

po ICY 11 eve . · 'd · bl " • 
fcrrncrs with tabor's rrpresontatives may avo1 ~nou.s trou. ~· . 

IVa w Of the wage increases whiCh. due to umon actiVIty, hfted the general hourly 
W> 

0 
fro~ 58!4 cents in 1936 to 65!4 c<nts at the end of 1937. very little was l<?st in the 

rtc:ssion of 1938. There were some wage cuts, but ~o general move of wage cuttmg. By 
October 1938 the wage tide had rurned upward aga.n and ~be average was 63 cents for 
industry 01 a whole ( latt$t figure'). Thus. of the 7:cent gam o'!lY ~cents were lost. and 
lossu art alr<>dy being recovered. In manufactunng. wage ga111S m 1937 were grtattt 
chan in industry grnrrally, rising 9 cents. from 5~J(z ( 1936) I? 66J(z (end 1937); and 
in 1938 IOSS<S in the first three quartrrs were partially restontd m Oc.tober a'!d November 
so chat til< manubcturing wage level iJ now 6~Vz cents .<Novembe~). sbowmg a net loss 
of only 2 cents also. By November ~age cuts 1n bctones were bemg replac~ by wage 
increms and 90 plants reported wage 1nc!'~ to ~ Labor Department, wbilt only 23 
r<ported w•g• CUI$. This compms stnk1ngly With the wo~t ,1938 r:nonth. wben 233 
wage cuu were reported and only 36 incre~ ( May). In b~1l~ uruon scales avtraged 
$1.36 ptt hour in 1938 compared to S 1.26 1n 193_7. Thus It JS clear that labor •. through 
its rude unions, bas tx •ble to keep wagts well1ntact through the 1938 ttetsS!on. Be
c., use of thiJ achievtmem. buying power will expand rapidly with rtm~ploymmt and lift 
production to higher levels than would otherwise be possible. 

Buying Power: Trade unions have done important service to American industry. 
M>intrnance of buying power was one of the chief reasons why the recovery of 1938 was 
th< swiftest in our history. At a time when general wage cutting was imminent, trade 
union rrsimnce checked this destructive force. This point comes out clearly when wt 
comtl>r< the peak business months of April and May 193 7 with the same months a year 
lmr. whtn tht recrssion bad re~cbed its bottom. While buying power of non-farm 
labor declined only 6 ptr cent, production of consumers' goods fell 19 prr cent and pro
duction of producers' goods 33 per cent.' Buying kept on whitt production was cut, and 
til< largr inventories of goods which bad choked the market were sold off. In December 
1937. inventorits in the hands of wholesalers wm 6 prr cent above 1936, and sales wtrt 
down 12.5 prr ctnt; today (Dectmber 1938) invtntories are H per cent below last year 
and ults are up I .5 per cent. TbiJ healthy situation is ont of the reasons for the brighter 
! 939 outlook. Ordtrs art coming straight through to manubctuttn with every incrust 
•n ti!'Pioymtnt and."':ork~' buyin.g. WPA bas also been responsible for maintainin. 
burma po':"!' by g1ymg JObs to those laid oft' by industry and adding $500.000,000 
to workers 1ncomt m the last half of 1938. 

AUTOMOBILE PRODUCTION WEEK fNOING 
JANUA~~~ -.-.-.-.-. f9 a -
JANUA•Y.21 -.-.-.-. 

1939 ,-. f9 t f9 a p a f9 a -- Each aymbol represents lOJ)OO oulolftobtles 
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What reductions occumd in buying power in 1938 were due cbidly to unemploy· 
mrnt. By the year end u~employment was sti.ll above last. Dece'!'ber by 2,000,000: 
arvertbeless. the total buymg power of non-farm workers, mclud1ng WPA and relief 

paymwts. was slightly above December 1937, totaling $3,790.000,000 for the 1938 
month compared to $3,736.000,000 last year. 

C01r of Living: At the end of 1938 cost of living was somewhat lower than a year 
ago. The index of the National Industrial Conference Board for December was 85.8,' 
3 ~r cent below that of December 1937, whicb was 88.6. But cost of living increased 

cwo·ttoths of I per cent in December over November, due to higher food costs. While 
luge increases in living costs are not anticipated in the near future, Labor should watcb 
this important point. At the present p rice levtls' i~ takes a wag• of 75 cents per hour 
with employment of o40 boors a week for 50 weeks a year to givt a worker's family of five 
a bare sub$istence level of living: sucb a living level affords no p.rovision for emergencies 

or illness. or higher education for the cbildren. It cannot be conside.red an American 
standard. A wage of $1.00 per hour, with tmployment as above, wi.ll provide a mini· 
mum health and efficiency level of living, or a minimum American standard.' Budgtta 
for skilled workers are much above this level. 

Productivirv and Labor C01tr: It is not high wages, but high labor costs that run 

up the rmployer's expenses. Labor costs are often low when wages art high: and labor 
cons art bound to decline as production rises. The National Industrial Conference Board 
gives the following figures, to show changes in wages, productivity and labor costs from 
1929 to October 1938: In these 9 years, output per man-boor in American factories in· 
mased 22 per cent: hourly wage rates rose 16 pe.r cent, but labor cost today i• 5 per cent 
below 1929: and the average work-week is 23 pe.r cent shorter than in 1929. We art 
rntering the year 1939 with higher wages and lowtr labor costs than in prtdepression 
days. As production increases, labor cosra will decline further. 

Untmploymmt: At the end of 1938 (December) there were run 10,380,000 oat 
of work in the United States. This is nearly 3.000,000 mort than in September 1937, 
when unrmployment reached its recovery low point. Altboogh I. 200.000 havt gone 
back to work since last May, whtn the recession wa• at its worst, there art 500.000 mort 
work seekers than there were in December 1937, due to our increasing population. 
Labor-saving machinery has probably e.liminattd about 2,000,000 jobs in the last 9 
yurs. in spite of the gtneral reduction of work-hours to o40 or o4o4 per week. In that 

BUSINESS ACTIVITY 

=~~A; ••••••••• 
IAN\I~~~~A; ••••••.••• 
- Each symbol re~esents 10 per cent 

,.. of nonnol oclivity 
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years. 5,000,000 have b<tn addtd ~o our working population, eo that we must find jobs 

for 7 000 000 more persons !han ID 1929, even after recovery has pur lht dtprt$Sion. 

unem'ploy'ed back to work. Louis H. Bun 10 of lht Unittd Statts Department of 

Agricultu~. estimates that by 19-40. even if recovery rtacba no~mal .proportions and 

indusrrial production is 9 per ctnt above lht 1929. ltvt!• ~,.. will ~tdl be ~·<!00·000 
unemploytd. To lind work for ~ un~ploytd.m pnvate md~ IS Ammca • maior 

task today. There is nolhing as yet •n lht mdunnal outlook which would reduce 1939 

average unemployment below lht 9.0~0.00q mark. . . . . 
Prolill: Wilh tbe improvement ID busmess acnv•ry •n lhe lhud quarter of I 938 

profits turned upward, bur from a low levd. Standard Sta~c:s index for 158 com: 

panies. which bad b<tn 84.5 u in Ofct:mber 1937, fill to 36.5 m lht firat and 35.-4 in tbr 

second 1938 quarrer, and rose in lht third quarter to -40.-4. It is too early for fourth 

quarter reports. With the improved 193 9 outlook and higher business activity, profiu 

should be considerably abovelart year's low levtl. 
Outlook for /940: The pictungraph below sbows what always bappens in dtpns

sion: Men are !brown out of work and denied an oppoltllniry to produce wbat lhty need 

for a decent living. There is no prospect of a rerum to 1929 levels of production and 

employment in I 939." Unless the American nation can devise some means of National 

Planning, labor will be permitted full t:mployme.nt to create full production only for 

short periods of prosperity: tht years between will be times of widespread unemployment 

and low production, with miserable living standards and actual hunger for millions. 

A very real danger lies ahead for 1940. The Federal government, with all irs spending 

for recovery. bas not succeeded in getting private industry to put men to work and pro· 
duce goods to capacity. By 1940 the present wave of government spending will bave 

largely uhausted its stimulating tfftct on business. and unless plans are devised to set pri· 

vare indurtry to work producing goods and raising living standards. we sball either fact 
anothtr depression or a grtattr armament program to put men to work. Excessive arma.· 

ments lower living standards and increase danger of war. Also, government cannot for· 

-ty.tL8fn on piling deficit on deficit. 
n this critical outlook. which literally may be a matter of life or death to all of us. 

!he first ~ep is to establish a Notional Planning Board of representatives from businta. 

labor. agnculture, consumers. government wirb provisions for t%perts to assist lhtm and 

a mandate to stimulate the production of goods by private industry. 

PROSPERITY AND DEPRESSION 
~CTION UNEMPIOYM(I'IT 

1929 ·lWUITY············ n 
~-····· lllllllllllll}} 
1939 
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Treasury Department 

D1v1e1on of Wonetary Research 

To: IH.ee Cbauncq 

From: llr. White 

Original of attached givan tc 

the Secretary t!Us morning , and he ie 

going to take it tc the White Bouae. 

• 

• 

{ 
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,. •• ,... ... 1 Qe.Uoc " ~llo wono or WPA ,.oJ••'• n•U• la o 4MNON tft epolllltq on 
\be port of prlft ..... r prteot 

Wovl4 a ft ... tuUal lMNON la tbt P'!ltllo 4tltt 
4U'l01 tbo •••• few J•ort a. .... , t-.or\oat 
ottoot .. JOYOra.eft' oPellltt 

(19) ArO theN OftJ proopeott Uaat ( a) lntloUoa or 
(It) 4otlaUoo wtU ....... la \be laM4loto 
t.wNt 

(20) ?o eat OJrteft' ON worl4 4oftlOJ>MftU Ukel.J 

•• • • ••'"" .. • 4roc oa reto•orr ln tbe lhlt\et 
8UMI clal'tOC ' bO DOd ••o JO III'It lh&' IMpl, 
tt .. ,, on be ultoft t o protoo• our ooooo.r 
troo pcaatltlo a 4'\'0r .. ooo ooalo of too•• oootac 
troa abroo4t 

( 2 1) ror •ha' apoottto proao•• cu •• oxpoo' • ew'D
atollUal lMNI N tn ol[JICr•• cturlnc •t-o ••' 
'" J•• rot t bt,, tt &DJ, reaoYOb lo wnaeloo 
lla la \bt paUl ot 1JipOr ton' laoreaoo to oar 
tobl OJrJ)OI',Ot 

(22) To •"*' •••••'• to •ha.' th lclt, an4 with 'llbat 
ottoou oa oar aoUoaol taooao , bat , , . Oo'lll rn•at 
_,rt._._. • • oa •••o ... lo prtoo ....... , 

( 2)) ... , •111 be tho .. , oootrtltuUoa \bet tale rMorol 
Oowra•ot (aM lt a ... rtot•b lo, Sto .o M4 l-1 
.-.,._,,) wt ll 1Mb la 19~ u4 l~ to .a. 
ftl- of llouJlal powor to thO IIM4o ot tho poopl ot 

( 2-) Woa14 1ho •tnto .. aoo ot a owbUaft,t all.J bl ... r 
noU-1 1-• Nqulro • obto .. to tbt odaUoc 
ro•to ot eoY1•1• t o ooooa•p•toat 

(25) t o *•' oatoa• woul4 • re41atrllillltloa ot oar aaUoaal 
t•o• _,rllilllto •• \be oUot_, ollll Mtatonaaoo 
ot a blltl aaUoul lMOMt 

< 2&) ... _. ••PlOJN -1• .. ••• .. ,. oar .. uoao1 
~-- .... to ....... .., ~111 .. , wa.t ... 4lo
trtllluu .. •• 'lllot oii:U1 olooolttaoU• •111 .-. 
ap 1llo •oiiPlOJe4 .,-p U \bet 10 .. 1 of ~--t 
low lor• a wl- ot .... ,lor•• -t w oapoot 
to Milo pi'OYloloa tor a.rtoc 'ho •at ftft JIIOrot 

IL:OCH: HDW :lre 
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fte •• ,.__ u .. uoerl 1a11 • Sa l9J8 11u-... 
dV1'*' .. • ••rlwl .-,te te a a ' w of -••. 
fteoo a .. 4 \o lie apprale... .._ .. Ute -" t 1 'laM 
of Ultlt &I'll 

(1) All ner-ae._la u .. If Sa•en,onoe 

(2) boeul•e optcnalaUoa la II 1UU11 

()) COft ... or reolo\aaoo te rl•l• Pl'liH 

(~) J>etlaUOIIU7 '""'' If llleroae11 lJI 
retlrft r-.lro._,. 

(5) 'file ftl'\all.aotl' Of l'"l.._ft, I~ 

(6) ta~r &1ffleul\1~e, 1ftol_.1 .. repl&lr 
lnort~aucl .... "'•• an4 1U-._ 
e\rUtee 

(7) ........... of eUU .. laMr la _., 
pee1UODI 

(t) A -.-rep1& 1Mr ... l 1a proclMU• ooe'• 

(9) A &Mllae 1a &IW ... V.U.. 

( 10) A eoav.e•ua ., \he _,.._, for an 
eapUalle ... 

(11) ca.. .... ,-. peUeloe 

( U) .. , .. J111 .... , Of pl ... , a&l prlM 
rlcl&lUH 

(1}) r... If pU pl'lM nla&•• 

Regraded Unclassified



:13 

- t -

C15) 

n. 
U U PJ'OPOIM tM\ aa 11Wtttlptlea be •\e et 

o•tata r.uaPata1 tae\o,.. whie!l •r ••• lltta tlp1-
t1aaat ta W111C1• ,-.,., U.. •Ml1at 1a 1.-etl't.al 
MUYU1 1a 1,)7 aa• 1'J8o ad WhiG •r e\u& 1a tale 
war If t•l'llalt.ac \he aaUoaal 1M- 1a \1M,.._... 
Sptt1f1o re•~•n4aUone llaee4 oa the t1a41ap et U.... 
taneUptlone ttcll14 'De -.41 1a or«tr tba t peU• 
•SCht 'Dt to...ala '" whleb -.u l.t•• " aa w ...... 1a 
tht aaUoaa1 1-•· t'M tou-t• are - ot .. 
M.e1t .-•U••• to wl\1ola the 1aneusauea e~W lit 
41reete4. 

( 1) What l~~PV\ant lftlt•trl .. b&•• _., 1111 
tbaa a pro,ort1oaate ... trl"-tloa te ta. 
1aoreate 1n the aat1oaal 1aeo .. 1a the 
pet\ flY• J'91U'I' 'Ilia t lllportut la ... trle • 
haYt -.41 •r• tbu a proportleM\1 -trl• 
wuoa to Gat 1aere&~e 1a Ulo •U-.1 
lDIIDI 1D tha paet fln , .. ,., •lat - 'De 
.... \1 ,..,_., t QM1f1o lntwtrllt wldell 
ban retar4e4 reeoYft')' to etlalatort .t 
rMO~r' 

(2) Bow tar 11 Ulo olalll that aow tannaoat 
u 'btl• ~trlo.tl)' bloelte4 b)' tpetltto 
IOYIJII•nt .. 111U'el ,JwUflM' 

(J) to •bat enoat •••• ••• e.pltal U.11boa\ 
to'l' plaat ezp&nlloa aH aow tlll•vlal te
... ~., - ,._ ( a) aaela .... ._, ('Ill) 
'llloi'I'OWlDC' (e) ealo of ..-tty eMVlUII' 

<•> 7o what eneat ... ,_ are _ ... tau. 
.......... , 'lllol. rtUWH\el' 
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nat .MltlMil- •• ...U oU_la .. or ·-.. u. ..... of •U-1 ...... oo..u -. ......_. •t• ......... , 

( o) Lew1 of IIJ'IIer -nut par-1 ..nu ...... 
(-.) Cla"'7-f_,. Of lMMO ...... recs. ., ~-- , 
( o) CoeMlUUM .......... U.UU• et 

uwreo~ ... U.UoMe 

<•> U.Uotnatee pntne au 

(o) CapUal p uo aa.uoa 

(t) c..,na1 osoek au 

(C) &uo•• protl ........... 

(~ ... ~ ....,.,, ,., .. u ..... 

( t) Mlee ... oa.r ••too taoe 

(J) Yaa _..,u ..... ...,_. •.-.tno u-u- .. , . ....., ... lo,_,, u.............. 
( k) .............. .u... 10 

( 1) OU.r •"-.. of .. laa • .._._.. 

, , , .. ~- ...... uu ........ wt• _.,..11' 
Wlctd PJ I I j \0 -- .., titftoo.ltJ IIM41•1 11C W. _ • ....,. o.ptl&l.t 

C7l t. ... , U...tnoo .,, M ..,."-1 .... ,. ... _.,_ 
111& .. --" Po ,.. .. ... -- .. :w.~ .. .. 
bwoW u ..... t • .noo I 1• - _. ~ ,....., 
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- ~ -
1o- ..- -14 ... a\a11Uall7 lower rataa or la\or
.. , so borrowen of eapltal tor p:oct .. uoa of 
oapl\al an« 4ara-le oo•-n' pocta 1aoreaM 
Mrrow1art ftla\ ... ,._ Oo•o,.._, clo so !o-ar 
nab NWO of la\ana" 

Ro• auab woul4 a rocluo\loa la t he ooat or borrowlac 
to potanUal JIQ"Obaaara of durable ooa•••ra• soocJa 
( • ·I· , boaa rurobaalas) laoroaaa tba do a ad tor 
avail goodat 

( ll) How 18J)Or\aat woulcl a l oa&ar rata or aaorU&aUoa 
be u a att.al ant \o the 4a .. lld foro dura'lllla loo4~ 

(12) U abat polah aa4 wb ' la.al or t"aqroaae4 p:rocJaa
Uoa •Ul t ha laok or adeq•S• akl l.od labor rotal'4 
npeaa1ont 

(lJ) t o what aztans would prl'l'a\a 1n'l'aa\aent be atl .. -
l atad .. re the Padaroal Oo'l'emaan\ oaretulq w 
4allaea w U:la a.reaa or our- aoono., t o whlob 1\ 
propoaaa to oonflfta 1U ln.,.UMnS prosr aa la \be 
fte ar future, lea'l'lllf; o \bar area a a:ro lualftlJ tor 
cla'l'alopaent b7 prl'l'a\e an\erprlaat Ia 1\ poaalbla 
tor \ he OO'I'arnaeft\ \ o apaolf7 azao\17 -- b7 lnduatrJ, 
or l ooaUon, or tUIICUoa -- \ be tlelcJ of lnfta\aan\ 
aotl'I'U7 to whloh U propoaea t o oonflna Uaalt 
durlas \ ba ne:rt t wo Jearat 

( l•l Wba\ aaaellfta ooulcl U:le Oo ........ , take, elthar 
1a4apoll4aaS17 or la ooope r aUoa •1 U:l ata w aa4 
loeal P••m•aSa, So lt~reaae so•arot•aS tneas
aaa\a 1a aalt-l1qa14a\1a& aftterprlaaa wt\bou\ 
oo8pe\las wl\b prluw 1acJaUJ'7 and • l t bout a4d1ac 
\ o \be '1Nclptar7 datlaUt 

(15) I\ baa been ola1M4 \bat pr1'1'a\a ladaatr7 b7 ltMl f 
oaaftot protl tabl7 abaorb ovroa\ aa•lnp. Ware 
\bla traa a oontlaue4 aatlonal laooaa or tao b11-
lloaa oro aora would be l~aa1bla unlaaa tba 
Oo.,.raaant pro•lcla4 1n'l'aa\aan\ oppor\unltlaa tor 
aapltal through pvbllo worll:a, a\0 . Wba\ e'l'lclaaoa 
ll Shira that aupporh U:l1a ala111t 

(16) lbat \Jpaa or ra4a ... l ctna ra••' azpo .. nva operata 
to lnoreaaa \ba aaUonal l~too• aaat, allcl wb1oll 
laaa" to wba' azton' la U poaa1'111la SO ablf\ fi'Otl 
\hoaa \ ha t tnore~ ... 1aaoaa laaat So \boaa t ba\ 
laoreaaa 1nooaa aoa" 
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Ia .a.re .., ,_8\lflea \lott for U.. ola1a u.e• 
pYora01a&o1 ~laC ott pallllo workl or IPA 
pro.)aot1 ren1•• 1a • tooraaoe 1a apentlec oa 
U.. par' of fGI'lft._ oa .. rprhot 

Woul4 a nlla&oa\lal 1Mraaao 1n tho paliUo d.oll' 
durlac tho aaz• '" Jearl ba'" ••7 1apor••• 
erteet oa F '"raaaat oratUt 

,.,.. U.ra UJ proapeou U..\ ( a) lnfle\1 011 or 
(ll) detlaUoa •1U eMrp ln Qle t ... d la\8 
flatu rat 

(20) t o What extant are world dewelop.oat1 11k11J 
t o oon1tUu\o • draa oa reooftr, la \1141 Vn1\ot 
S\otel 4ur1ac t he neat '•o J&&rlt What e\ope, 
lf an7, oaa be tuea to proteot oar eo011a., 
froa po1l1llll adftrae eo011oa1c effeeh eoatac 
troa ellroadt 

( 21) r or ah~t 1pe oltl o procl• h oan we expeet a lvll-
1\onUa l 1nare••• ln export• durlng U. nex• 
two JO&ret 'bat, lf &BJ, reaowalll e ol11tae l e1 
111 1n t bo pe\b of laportan' lnorea .. ln ovr 
t otal upor\lt 

(22) 

(2}) 

(25 ) 

(26) 

To wbat oa\ont, ln wbat tlel4a, and •1 \b aha' 
effaeta oa oar na U oaa l lnaoao, h o1 U. Ooweraaeat 
ooatrlllw\ot t o aa aaaooaoalo prloo ltNOtarat 

• bat wlll be \be net oontrUNUoa t lla' tlw ,..oral 
Goft...-nt ( and lf aloortalnablo , lltate ud looel 
gowarn.~n,l ) wlll aakl la 19}9 and 1940 t o the 
wo1vaa ot bu7lac power ln the hald1 of t he peopllt 

Would 'bo •la\ouaoe of a 1all1&onUallJ blclwr 
nattonal lnooao req ulro a ohalgo 1a tlw enettec 
raUo o f IIY1ap ' • ooanapUoat 

t o what ex\ont would a radll,rlbwUoa of our uUOMl 
lnoow oon,rlbllto ' o tbl a H al .. n' an4 Mlnto•••• 
of a h1~ national lnoottet 

...... b aaeaploJM woult •• ba.,. wen ..,. aa u-1 
lMoM 1- t o ,...ab teo lllll101t1t _,ago 411-
\rllNUoa ant wbat alllll olaoelflo .. loe wlll Mko 
ap \ lw anoaplOJN poap a' that laftl of lOIOillt 
low l.arp a wo l - o f u•ploJe& •1• wo o-.oo\ 
to aau prowt lloa t or clurlac Ule aeat tlft ,..,.., 

IL:OCI: HDW1lr1 
l/}1/}9 
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RE NATIONAL INCOIIE AWD RECOVERY 
{l!e ld at 2211 30th St.) 

February 6, 1939. 
8:30 p. m. 

Present: 

I!. !I.Jr: 

Mr . Hopkins 
Mr . Eccles 
Mr. Henderson 
llr. Currie 
llr. Nathan 
Kr. Frederic Delano 
Kr . Banes 
Mr. Gaston 
llr. White 
llr. Baas 
Mr. Thorp 

The reason I asked you gentlemen here was this. 
This is supposedly the Fiscal and Monetary 
Committee, with a couple of guests. We prepared 
in the Treasury, with the ~elp ot llr. Lubin, a 
series ot questions which resolve themselves 
down into about fifteen questions - wha t various 
people thought happened in '36 and '37 to cause 
the sharp falling ott ot the notional income. And 
then we added about twenty-six more statements ot 
various problems, which, as far as we knew, we bad 
no ans•er to. 

I showed these to the President and asked him whether 
he ' d like us to take thea up in the Fiscal end Mone
tary Colllltittee, and be said be would very much, with 
this suggestion: that be t'elt that 1t we only covered 
part of the territory, although we bad twenty-six 
various statements - and tha t he wanted us to invite 
llr. Hopk.ins and, to quote him, to show it to b.1a in 
confidence and let him show it to llr. Barrillan in 
confidence for suggestions. And then be said, •Show 
it to Leon Henderson, who you aay not know is the 
works ot the Monopoly Co1111111 t tee. • And be said, •Gat 
his help, because,• be says, •take the question ot 
over-production.• He says, •Frankly, in the R. R.A. 
days we always ducked it. There's nothing in this 
memorandum about over-production.• And he said, 
•Get their suggestions and their help.• 

Kow, I want to say this tor the benefit of the 
people that are here. We ' ve been very successful 
sot ar in that at these various aeetings we have 
always taken the position that whatever we do is 
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the property of tbe President and be could do with 
it what be wanted to; be could throw it in t be 
asb can or be could use it; but it's bis property. 

And I think if it1 s agreeable to you that somebpdy 
reed tbe s tatement, why, wboe•er is near a lamp 
there - if somebody would r eed it out loud. And 
give tbese gentle11en a copy so t bey could follow 
it. 

(Duffield passes out copies) 

I t bink after t bis i s read t o you, you' ll get tbe 
idea of what we 1r e groping f or , end •groping• i s 
the word. You' ve bad it in advance, haven't you, 
Marriner? 

I got it Saturday. 

Do you like it? 

Very much. I think it ' s f i ne. I liked it very 
mucb. 

R.II.Jr: Is t here that chert with it that we bad prepared? 

lluffield: The chart didn ' t come. 

Haas: I got one out i .n the car. 

H.II.Jr: Would you mind getting it? We've got t o have a 
cbart; otherwise, the meeting wouldn't be success
ful. 

Eccles: Wbat I'm wondering is what the President meant wben 
he said tbis was only one side ot tbe s t ory. 

'Rhite: Well, Leon is apparently g oing to give us tbe other 
side tbat•s left out. 

Henderson: You know, over the peri od of the J . a.A. and in tbe 
times when I've seen bim, when something ' s come up, 
be ' s always adver t ed to an idea be bad in mind or 
wba t N. R. A. properly could accomplish. 

Be was sure tro• bis exper ience, and I tbink it 
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was fortified by what Jobnson told him, that one 
of tbe main purposes wbich N.R. A. would serve 
would be that of a stabilizer of production, a 
regularization of production; that by the very 
exchange of information as to stocks on hand and 
orders and a general appraisal of the possibili
ties, you would get a pr evention of the excess 
accumulation of inventories and a disruption. 

I know when we had the study of the regularization 
of the automobile i ndustry that matter caae up, and 
also a t other tiaes when the President had occasion 
to speak in such t eras. Whe.n I one tille was point
ing out to him t he inventory situa tion, he said, 
"If we had had the N. R. A., this wouldn' t have hap
pened ." And I believe that' s what he meant by 
over-production. He always has felt that something 
like a bureau of industri al economics, by means of 
putting business men on notice, would prevent on 
over-accumulation of stock. 

llell, Duffiel d 
Herbert? 

Yes . 

Please . 

Secti on I. 

What? Will you read it, 

(Reads in entirety bection I. of attached 
memorandum) 

llay I interrupt, pl ease, a minute. Mr. Lubin was 
invited t o come tonight but he couldn't come. I 
Just want to let you know, because he was most 
helpful on this. 

(Reads in entirety Section II. of attached 
memorandum) 

Those are good questions. 

What do you think, llr. Delano? Do you think that .... 

I think they're a l ot of very good questions. I 
wouldn't make liD)' snap judgment on them. 
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Do you think your group in the National Resources 
could take some of these and ••• 

Yes, I should think so. 

And would it Just be a way to start, before we 
tnink of what additional questions we want t o 
ask, would we say what questions you have the 
s t aff - Jus t using you - wha t ones would na turall y 
f all t o the National Resources Board? Would that 
be a way to start that thing? 

· wr. Currie, do you think the Industrial Committee 
coula handle quite a share of these questions -
don' t you think? 

Yes, I thiM so, llr . Delano . 

Would it be fruitful , Henry, t o pursue this nega
tivel y o 11 t tle bit? You have some questions here 
tha t might seem in our judgment not to be very 
fruitful for investigation and in4uiry, and would 
bring bock something tha t ' s prett y vague. I think, 
f or instance, 26, off-hand - "How much unemployed 
would we hove were our national income soon to r each 
$8~ billions?" And how would it be divided, and 
so f orth. Now, that ' s at the moment a matter of 
opinion. Personally, I don ' t believe there is 
anybody you can find tha t can find that out. I 
don ' t think anybody knows the social effec t or 
an $80 or t90 billion national income . ~/e think 
there 'Mill be less unemployment, but when you try 
to say how much unemployment there would be, the 
age d i stribution, a nd what skilled classification 
will make up the unemployed at that level of income, 
I s imply - my opinion is tha t you can't f ind that 
out, tha t nobody knows 'llha t the effect is, that you 
can't .... 

You know today, you have known for some years , how 
many people do not share i n the natioDGl income to 
an exten t that they have lived on public bounty ot 
one k1nd or another. Bow many that would be as 
f ar as unemployment is concerned, I Just don't think 
you c ould find out, and I think you'd be left with a 
dissertation written by s omebody which would wlnd up 
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as an expression or somebody• a op~D1on. 

Now, ~•ve seen - on, I 've seen a nal! a dozen 
pretty competent people estiaate tnta. !hey all 
estiaated di!!erentlf, they all make different ki.nds 
of statements, and I just don ' t tb1Dit aeybody knows 
it, and I don't tnink i f youtye got it - I don't 
think you could make any kind or a scientific 
inquiry tbat would be worth muca. 

It luis this merit . Wlult you say is true not only 
ot tbat question but possibly or some others . 

Tha t' s one; I was wondering if we could go tbrouch 
some of these and get the ones about which t nere 
might be • •• • 

I tbink t ber e ' s one thing tba t maey of us seem to 
f orget could tell us a lot; t hat is, supposing t here 
are 10 or 12 million unemployed in tnts country 
today, how many of that 10 or 12 mill ion are prac
tically unemployable? Now, I •• • 

I don't think you know that, Mr. Delano. 

But I th1Dk you'd pr obably come nearer lmow1ng 1t 
than anybody else. 

ilbat you do know is tbat in times or a high nati onal 
income and high pr oduction people who are unemployable 
today become alt ogether employable and cor porations 
seek their services and are anxious to h1re them. 
Employability is a matt er of the national income 
Patner than a tact . There is no such tb1ng as a 
fact oi' unemployability, unless you say a per son 1a 
feeble-minded or insane; then he ' s unemployable. 
but ••• 

I agree with you, that' s true; I mean eTery corpora
tion will tell you tha t there are a lot or people 
that t hey're the last to fire and the first t o h1re. 

That ' s right. 

That is, they want t o get maximum et!1ciency. 
now there are a lot of persona that won't hire a man 
that's oYer tb1rty-tive. or course, if business ws s 
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rustlilli they'd l.ift that a good deal. 

And they'd 11ft it at once. 

Well, if we're going to lUke plans for two years or 
five years tor the country, that sentence - how 
large a volume or unemployed would we expect to 
make provision for during the next five years - I 
think it's very important. 

Yes. 

And, without being - I don't mean to be personal to 
anybody in the room, but ttlis ttling of always going 
up and never being - always asking for money for 
three months or six months or twelve months and 
never having the answer to that, even if it' s only 
an e stimate - I think that Just that one sentence •• , 
I mean maybe there's nothing we can do to plan, but 
at least we could make a r easonable guess of how 
many unemployed we've got to take c are or in the 
next five years, especially in connection with Soci al 
Security and all the other ttungs that we're doing. 

And I think there's somettling that ' s to be said • • • • 

Are you going to take care of all men over sixty
five, for instance? That 's quite an answer. 

That gets into something besides unemployment. 
This question is about unemployment. 

Do you know whether the Employment Service has ever 
made public, if they have, any classification of 
t hese unemployed as to ages and skills and education 
and so forth? 

Oh yes, we•ve got more information on that subject 
than any nation 1n t he world ever had. There ' s no 
nation in the world that ever got as much information 
about the unemployed as we have. 

Can' t you see- couldn't you observe some trends now 
you've bad some growth and some shrinkage 1n those 
rolls? Isn • t there something to b e deduced from what 
classes go out first, what ages, what sort of skills 
go out first, so that you might have some inferences 
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as t o what the r esidual mignt be, gi?~n a steady 
flow out into industry from these rolls? 

Well , pers~nally, I don't think you 've got muon. 
I think somebody could sit down and write a thesis 
on the subject and make a statement, but I think all 
you' d have wnen you got through would be somebody'• 
thesis. 

There is just a possibility that you could divide 
these questions into possibly two groups, or even 
three. One group would contain question in wbich 
you can' t be too hopeful of results wbich you aay 
obtain; nonetheless, since they are not autually 
exclusive, since, f or exaaple, a particular depart
ment or particular groups of persons mJ.gnt undertake 
this without in any way interfering with the rest of 
the study, they may be worth while, may contribute 
something to the general problem. 

And t hen, in so fer as it is necessary to cut down, 
you would confine yourself to those that you put in 
a particular group which you felt were most important 
and which you expected t o get best results f r om . 

Henderson: Well, isn't t here, Harry, a way of classifying the 
questions in - those in which there is reasonably 
reliable statistical evidence, and the others in 
whicn the best essays, to use Harry ' s phrase, can 
be written. 

'llhite: 

liow, Means and Bean, on tne be sis of t heir work, 
could give some kind of an essay on 26 • •••• 

I think so. 

Henderson: ••• which would be, if you bad to have it, the best 
thlng that you could get, and nobody would want to 
pin a guaranty on it . 

Hopkins : 

Delano: 

I t hink White ' s getting at something here. You 
might. put these questions - might - almost off-band 
I could see them in three groups. For instance, I 
would think in one, the first part of one - I would 
assuae t hat that could be answered pret ty conclu-
sively. 

You're on page two? 
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Ko, I'm- yes, number one on page two. •What 
important industries have made leas than a pro
portionate contribution to the increase in the 
national income?" Now, without going into the 
exact wording of that question, I would think 
that could be pretty conclusively answered. How, 
I may be wrong, but I would think it could be. 

Now then, you move down to- let's say JOu put 
that 26 in class two as something somebody could 
write an essay on. 

Then you move to a thing I'd put in class three: 
"How far is the claim that new investment is baing 
seriously blocked by specific government measures 
Justified?" 

Now, I simply think that you cannot make an inquiry 
or investigation or that, because I don't think 
you'll ever get anything other than somebody' & 
opinion. You go and ask John Brown, who's got a 
million dollars, and he ' ll say to you, "I would have 
invested that million dollars except ror the undistri 
buted profits t ax or the excess profits t ax or the 
capital. gai.ns tax.• Now the f ac t he says that 
doesn't prove anything. 

• little more tbnn that can be done with it. What 
you say i s quite true. Yet I think there is a 
possibility of approaching the thing from a quite 
different standpoint, different angle. I know that 
some of Currie's starr bas fooled around with a 
different approach that may yield results. Now, 
bow convincing they will be remains to be seen, 
but I think there's enough possibility there so 
that it • s worth trying. 

Develop that a little, White, if you think this can 
be done. How would you do it? 

One or the things I know tbey•ve done - they can 
speak for themselves - that is, they've taken 
industries in which the excess capacity bas been 
reduced a.nd the evidence seems to be that where•er 
you have the appearance of prospective profits, 
irrespective or the period of years, irrespective of 
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the year that you select - wherever you bave the 
appearance of prospective profits, either as a 
consequence of eliminating excess capacity or 
as a consequence of certain other circumstances , 
you have very substantial reinvestment, whereas 
at the same time in industries which have a great 
deal of excess capacity - a t the s ame peri od , I 
mean - you don't have any such investment. 

So such an appr oach might be quite fruitful. I 
don ' t know how far you1 ~e pushed that. 

Not very far , Harry . The one a ttempt we made, 
because it' s t he one talked about most, is the 
electric power i ndustry. There we charted the 
r elatipn of gener ating capacity to output in 
terms of 1929. Of course, we found this great 
big pocket being f ormed in t he depression, and 
then when the r el ationship of output t og e.nerating 
capacity got back at the end of ' 36, beginning of 
1 37, to where it was 1n 1 29 , you had about 300 
million dollar s less investment than you had in 
' 29; but whether that was a time l ag there, whether 
t hat would have been made up short l y, or whether 
wi th the introduction of new practices they had a 
more even distribut i on of the power load than in 
1929 - those t hings would have t o be gone into, 
be broken down as t o pa.rticula r regi ons; t ake 
the Southwest, T. V. A., ••••• 

Bave you e xplored t he ground and come to a oonclu
slon whether it's worth whlle going forward with? 

Pardon? 

Have you explored the gr ound enough to indica te 
whether it' s worth while going f orward 1n that 
direction? 

More of an intensive study could be done. I f ound 
no evidence in any ot her industry of this f act. 
But in that industry there' s a possibility you 
might make out a case . 

I still think it would be difficult to prove . 

There is this to be said. Ther e will be several 
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questions here in which the only things that can 
be done are in the nature of essays . However, 
one can't disr egard the significance ot the value 
of coapetent essays . 

~specially if they happen to agree with you. 

I t Oink you alight do • ••• 

I s aid they were competent. 

On this particular question you can do a negative 
Job in a way - I mean it you br ing out that in 
industry after industry after industry the main 
factor in creating investment is the degr ee ot 
excess capacity in inverse ratio; negatively, 
you're answering this question . 

Henderson: Positively, you show that a s you approach the 
limit of capacity there is renewed investment. 
It can be made a positive showing. 

Currie: 

H.li.Jr: 

That ' s right . 

May I just get this before we get on one out of the 
26? I ' d like t o just approach this for a minute-
let me get Henderson' s - be ' s always very frank. 

Do you get , after reading the first part, the 
fifteen statements 1 which nave been picked over 1 

each one, of what different people - some ttlink 
it's one, some think it's two or three - tnat aade 
tnis break in the trend which looked as thougn our 
national income, if it hadn ' t been tor t he break 
in '37- ' 38 - we were headed towards en $80 billion 
income. How, looking at tne thing as e whole, with
out saying that this particular thing we can' t answer 
or tnis one, do you t hi nit it 1 s worth while proceed
ing with the idea? 

Henderson: Yes . Very much . I don' t think you1 ve got all the 
reasons here that have been stated. 

H.ll. Jr: No. The President said there were a lot • • • 

Henderson: I think one very significant one hasn1 t been stated, 

-
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and that's the one which - wall, that Sachs was 
emitting, and also is the subject of that study 
by Lehman & Cohen, you remember: thet there really 
was a - might be a modification or number 10 - that 
there was not so much a contr action of the market 
for new capital issues, but a contracti on of capital 
assets for working capital f or leading companies. 
You remember that study. 

Baas: Yes. 

Currie: Which 1n turn tb.ey tied up to the subJect of the 
new issue market, restrictions on new issues, lack 
of underliTi ti.ng capital. 

Henderson: Tbat•s Sacbs 1 thesis and tbe Wazor tbes1s, which are 
tbe same, supported by a study 1n which they find -
which Cohen & Lehman did for tb.e new school - was 
that it was a shortage of working capital, really. 

a.u.Jr: I saw tllat. 

Henderson: Tnot, induced by certain New Deal measures which 
they tb.ink really throttled tb.e forward progress. 
That ougb.t to be in for - certainly I'd want a sb.ot 
a t appr aisal of it. 

llaas: That would coae in in 10. 

Henderson: But in the saln I tb.ink it' s an excellent thing to 
do, particularly those wb.ich are measurable. Now, 
Benry, number one, over-accumulation of inventories, 
is - while that aa,be both ll cause and a result, I 
would say it was a result of particularly number 12 • 
That would be one thing on t bat before we got into 
the statistics. 

Currie: 

But certainly it is possible to make a real apprai
sal of the inventorytning in terms wb1ch would be 
useful as we approacb. another such period. And I 
think it ought t o be really dinned into our con
sciousness as to what happened. Tb.ere's been no 
similar period t hat's shown 1n Kuinets• works, 
certainly, Lauch, of inventory accuaula t1on sucb. 
as t ook place . 

Practica~ly tb.e largest on record, I tb.ink· 
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About two and a half times what it was in 1929. 

I think that the setting down of taese things would 

be very much worth while,' It is a wfully difficult, 

however, from the statistical material to follow 

this wage versus price thing - the ben and the egg 

thing - as to which came first . 

Well, 1 1m not fooling ~self at all about the 

difficulty, and I ' m not fooling ~self that 
nothing may come out of it. But at least - I 

aon't care whether out of t he 26 there's only 

three that are any good - at least if our people 

were thinking along those lines, to try to find 

out what di d happen, and out of that possibly 

prepare ourselves so that the thing may not 

ha ppen again in the immediate future, some good 

might come out of it; some good might come out 

of it. But I per sonally am not satisfied with 

the information wbich is in Washington as t o what 

did happen, and I'm not satisfied that we' re pre

pared to in any way combat the thing happening 

right over again. 

Well, I ' d certainly go along with that second. I'd 

be less - I'd be a l ittle indifferent on the first, 

but the second is pretty true. The organized informa

tion or tne approach as to handling another prospective 

simila r period is certainly no t here. 

And I think you're probably unduly modest and pessi 

mistic about the possibilities here, because these 

include many of the fundamenta l questions; and 

doubtless there are some that have been left out 

and tha t should be added and wil l be added. But 

when you get through you' ll have, I presume, most 

of t oe questions which are constantly in the fore

front of all discussions, and which go to the -

a ppear t o go to the root of the matter . And an 

attempt t o answer them, getting such sta tistical 

evidence as is possible, will in the first place 

be a great deal and it will indicate what evidence 

is not available, wblch may indicate what we ought 

t o get. 

And thirdl y , in the realm of di scussion, and many 

of these questions would have to r esolve themsehes 

into that, I think there i s something to be gained 
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by having it discuaaed from t be nrioua points 
of view and brought t ocetber . And therein, I 
think, is the d~nger of allocating Q~dstions tc 
particular croups, because there are numerous or 
these questions - and possibly we could select them 
in a group - in which the person handling them would 
determ.ine in part what the conclusions are, and 
therefore it would be essential to have those parti
cular questions handled by several groups indepen
dently, the results compared . And inasmuch as we 
are all reasonable human beincs and want to set at 
the facts, I presume that the essays have so11e value 
in that direction; those would be or the ess87 type 
almost wholl y, it not wholly. 

And then I think 1t is also true to say that on 
almost all these questions you can get some evi
dence. 

Mar riner, how do you feel about this colllllittee 
taking hold of this, or approximately in the form 
it' s in? 

It seems to me all the questions really resolve 
the•selves into possibly three headings: First, 
a consideration of what did happen to bring about 
a downturn. That can only be or value as it may 
serve as a cu1de in the future to avoid similar 
mistakes . 

Secondly, wba t can be done the t we may not be 
doing and that will help to bring about ' the 
desired obJective of a a~ch higher national 
income? 

And thirdly, what are the pitfalls, the things 
we need to watch, the thincs we need to be con
scious of developing, that lligbt be an impedillent 
or would tend to r etard a procram of reachinc that 
income? 

Jlow, that, after all, it seems to me, is the br oad 
thing that we're interested in - is setting tbia 
bieber national income, r eviewing the past in order 
to aerve as a cu1de in the future, while at the 
Salle time civ1ng a study to those factor s , and it 
5e8115 to me they're pretty well enumerated here. 
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There is some overlapping, of course, and some 
duplication - at least not duplication but over
lapping , 1D connection with the consideration ot 
getting an increased national income. And we 
know also that there are certain pitfalls, there 
are certain things that we should have 1n lllnd to 
watch out tor , t o attempt to avoid. Now, I think 
it's a very necessary and a very worthwhile study. 
I don' t know bow successful we'll be even if we 
should agree on some kind of a program; you' ve 
always got the pol1 tical problems ot trying to 
get t hrough or get the adoption of a program or 
por t ions of a progr am that would assist in reaching 
your ob jective. 

But certainly, unless we expect our democracy mer ely 
t o go a long on a bit-and-miss basis, there i sn't 
anything else we can do but to try to take the 
information tha t we have and the body of knowledge 
that we are able to get by further studies and 
make a real effort to interpret it. Vle •ve got an 
awful lot more informati on than we ever use. 

'fnat • s right. 

It seems to me t hat we ought to try to bring some 
ot it together and to interpret it in tbe light of 
what our objectives are . And it seems to me that 
this Committee is especiall y - inasmuon as we have 
tne support and the backing of the President on 
this kind of a program, that we ought to be better 
able to do a j ob in this field , inadequate though it 
may be, than any other body in e xistence in this 
country today . And I'm not - I ' m not very nopetul , 
but all we can do , it seems t o me, is make a tight, 
make an effort, and keep on trying. And I know it 
we don't do it that just as surely as you live we ' re 
going to repeat some mistakes and we •re not going to 
know about it until a fter it ' s too lat e . 

\Yell, I reel that this kind of study - and the 
President felt t hat way; I mean took tillle enough 
t o read it very carefully, discuss it - is very 
much worth while, and 1 checked • ery carefully, 
as carefully as I could, as t o whether anything 
approaching t his was being done by any governaent 
agencies , that we weren't duplicating, and as tar 
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as I could find out there wasn ' t anything like 

this going on. I aay be wrong, but tbe people 
told me there wasn•t, so we're not falling over 
anybody . 

132 

And I myself - I mean just talking for •yself, I 
feel the need of this thing very, very badly, and 

wbile I ' m not going to be too hopeful, at least 
if I could bave this going on and have tbe contact 

with t he people making the study, at least I'd feel 
tbat I was making tbe best effort I could not to f all 

into tbe same pitfalls, as Eccles said, whicb we've 

just gone ·through, lacking that study. Tbat' s why 

I personally am very entbusisstic and am willing to 

devote a lot of ti~e to it ~self, because I'• not 

particularly happy about the prospects for '40 . But 
if-.you say, "What are you going to do about it 
tonight?" I just wouldn't know what the aJlJIWer is. 

But I don't think the prospects tor '40 are any too 

bright, and if somebody - something like this was 
going on I'd at least feel, for ~ own self and ~ 
particular responsibility, that I was doing every
thing that I could, tbrougb the intelligence of the 

people tbat were with us and otber departments, to 

try to meet tbe thing as intelligently as possible. 

Tbat•s why I ' d like to see this thing done. 

Now, as I say, tbis is - as tbe President said; be 

put it this way - be said, •This only takes care of 

two phases of a six-sided cube,• and be particularly 
stressed a lot ot the monopoly things, which are not 

included in tbis tbing . Tben be said it Hopkins 
would study this tbing, talk to Mr. Harriman, see 
what things tbey felt were left out, why, we could ••••• 

But after all, while Mr. Bell isn't bere and I haven ' t 

bad a chance - I '• doing my home work right out in 

public, so to speak - I'd Just like to know fro• Mr . 

Eccles and Mr . Delano if t bey' d feel tba t I 1m over

enthusias tic or over- - I mean • •• 

I thi.nk tbe work is very well worth doing. 

You know, the various dapa.rtments of government -
unless a person lives over here tor a raw years, 
tbey don't realize bow 1118IlY there are and bow l1Ulll7 
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things can be done that don't fit into a pattern, 
and each one i s absorbed 1n their own immediate 
Job and they too ~ften l ose s ight of the relation
ship t o t he over -all picture . The:y pursue a 
course that might work directly opposite to what 
an over-all picture visualizes . 

People outside of the Government are making inde
pendent studies . The Industrial Conference Board, 
the Chamber of Commerce, the Bankers Association, 
the Manufacturers Association, and various banks 
are putting out their bulletins and making prog
nostications, and t he:y• re t aking government figures 
and other figures and trying to int erpret them and 
make forecasts , and the publ i c is being, it seeaa 
to me, terribly contused, and so often some or the 
work that is being done b:y those agencies is done 
with a bias; there is a certain bias too oft en and 
they oversimplify ver y difficult problems. 

And the Government itself seems to me to add to the 
confusion without an effort of this sort to t ry to 
bring together ••• • 

'fell, you don't think this would add to tbe confu
sion. 

I say that the Government does , the way we have 
operated, due to our failur~ to try to apprai se 
the vari ous activities and the various programs 
and try t o fit them into a picture that makes an 
objective . I don't say this would - I ay this 
should tend to avoid that very thing. This should 
tend to stimulate confidence t o t he extent that 
we have not only definite ob jecti ves, but that we 
have a program that we ' re tr:ying to tit into the 
ob jectives that we •r e trying to reach. 

I think that there is too auch reeling, and I think 
jus t l:y so, outside that we•r e all contused, that we 
none ot us know where we're going or what we're doing. 
and I t h1nk it o s just due to a lack on tbe part or 
the adm.1n1strative divisi on ot the Government of 
at l east trying to brine ever:ything together into 
some kind of a plan. Not t hat you u:y - not that 
:you could alwa:ys car ry it out, because it i nvolves 
often a legislative approach; but certainl:y if we're 
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going to r ender any use~ul service here t o t he 
President as a Committee and advise him with 
reference t o an economic and fiscal and monetary 
program, we either ought to say we can' t do it 
or we ought to make a supreme effor t and t ry t o 
develop a program that makes sense, try to develop 
one not that we pull out of the air, but try to 
develop one that is based upon the best possible 
infor mation tha t's ava ilable, after applying the 
best minds that are available upon the informa tion 
we' ve got. 

Now, after we ' ve done t ha t we can ' t do anything 
else, but certainly we can't do any less if we're 
going to s erve him as we 1 re expected t o, except 
by doing just that. Now, t hat ' s the way I look 
at it. 

Well, as a by-product, f or instance, when I was 
asked at my press conference point blank on the 
processing t ax, having had the whole discussion 
of the Fi scal and Monetary Committee and knowing 
that we listed that os , I think, public enemy 
number one, why, I felt perfectly safe to come 
out and say I thought it was a terrible thlng 
and I was "agin" i t . But I had the benefit of the 
work of the people, a nd so ·for tb and so on, and 
if I hadn't had the benef it of this Committee, I 
wouldn' t have taken such a strong position, and 
the answer was I got away with it. But the f ac t 
that this gr oup and the economi sts that are work
ing for it - t hey all say , "Listen to this - public 
enemy number one," • •••. 

They were unanimous . 

. . .. - gave me that backing. 

Huh? 

l say: and tbey were unanimous . 

For a change . 

But I mean I never would nave gone out that way if 
1 hadn't known t his group was back of me. 
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Johnny, do you want to say something? 

No, Henry, I think Karr1ner bit tbe nail on the 

bead when he said that this Committee is expected 

t o produce som6tbing concrete , and this is the most 

productive effort that I ' ve seen, and I believe with 

an agenda if this thing were announced t omor row 

morning, that the Federal Covernme.nt was studying 

t his sort of an approach to this thing, it would 

engender more confidence in the business structure 

of this country than any other one thing that I 

can think of. 

Tbey wouldn't think we were just guessing and 

hoping • 

.. rouse a tremendous amount of interest. 

If y ou could get tbe President of the United States 

to announce it - that this is the thing - that t hey 

bad directed a concrete study , and the best minds 

in the Government were working on this thing in 

order to bring about en $80 billion income, or 

wha tever the income was we ' re shooting f or, I 

think it would engender more confidence in the 

business structure than anything we•ve done here 

at all. And I'm crazy about it; I think it' s real . 

May I i nterrupt one second . In adding t o the dis

cussion of the President, I t bink a sentence he 

used wa s most interesting . He said, "Kake these 

questions as provocative as possible~ I mean 

that was what be said . Excuse me, Marriner, but 

I just wanted to add that. 

llell , I was Just going to say that you•ve got 

a legislative body here, in f act :you' ve got two 

of the111 that are constantly c onsidering every d ay 

in various committees questions that have a 

bear i ng upon the whole economic trend of the 

country . They a~ake decisions and legislation 

is developed that seems to me might not be devel

oped, and certainly the decision that aay be aade 

might not be made, if there wa s a body of thought

f ul, expert, considered opinion, with reference to 

some of these mat ters . 
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Well, again using pr ocessing tax ns an example. 

that if Congress then sew fit to take action 
contrary t o al l of the er<g1.1111ents that were 
possibly made against certain action, they would 
be - it seems to me t here may be more hesitancy 
in doing some of the t hings t hey may do . 

Leon, would you do what the President would like 
you to do, t he.t is, take this personally and study 
it, and those things wbicb you don ' t like, say so, 
and those things which you think we ' ve left out, 
add them? 

•by, sure . What I was thinking - I don't believe 
t here ' s a bit of difficulty on tbet, inasmuch as 
I ' d like and have wanted for a good long time to 
see some age.ncy make the move of doing jus t this . 
And I've been here five years now and I've been 
looking for some agency in t he administra tive e.rm 
that would move on this particular topic. We should 
have had it in a planning board, of course; that 
would be the l ogical place for it . Kaybe a Resources 
Committee that was adequately staffed could do it . 
A fiscnl pol i cies boerd has certainly got to do it 
or, as Marriner said, Just give up the ghost. Now, 
I think it ' s Just merely a question of what kind of 
an organizational structure you ' re going t o insti
tute and tog et it done, get it started pretty 
quickly. 

Now, I can pick ott certain t opics in there that 
we can do in our Committee (TNEC) and some or tbem 
we expect to do; and if you cet the proper beading 
up of the thing , wby, we con go to work on i t and 
most of these things could be r easonably well 
answered in t be next three months. 

In three months? 

Yes. If I bad nothing to do except to organize 
what the existing information 1a, within three 
weaka I c ould have a reasonable answer on ell of 
them except t he tax thing. 

And Ranes could give you that t onight. 

{aearty laughter) 
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I don't mind saying I could give you a bell of a 
lot on it tonight. 

But I was going to say one thing more, B.enry. 

Henderson: In fact, if we were back in the W.P.A. , Kr. Secretary, 
and Hopkins wanted that tomorrow morning, we'd do it 
by tomorrow morning . We've done it. 

Wblt e: 

S.II.Jr: 

Gaston: 

B.II. J r: 

Banes: 

Is that the way you got it? That explains. some 
thlngs. 

I won't say anything. You're lilY auest. 

That leaves Barry wide open. 

•a•ll skip that one. 

Vr. Secretary, may I ask a question Just to tbrow 
it out for discussion? Wbat would tbe group think 
about getting about twenty, thirty, forty, or fifty 
private agencies at work on such q uest1ons as these 
and others tha t may be added from time to time? We 
can get an awful l ot of help from the outside. lleybe 
it would do us SOllie good to get an outside viewpoint 
QD a grea t many of these thlngs. We can take it or 
l eave it, as we like. 

Henderson: That should be determined according t o whlch ones 
you ask, under what terms of reference you do it, 
and under what terms of supervision. 

Eccles: 

Banes: 

Isn't there this danger , though, Johnny, that some 
of these outside agencies - t hat you've got to be 
careful tha~ they ' re not already couitted in some 
field. There's so many of these agencies that 
have got pretty strong - taken some very strong 
positions, a nd they bave some p.retty de~1n1te 
commJ. tments . 

Well, of course, you'd have the naus of all 
those people. You could discount the ones you 
don't like, Just throw them in the wastebasket 
if you don't like them. But I was just wondering, 
wny do we sterilize all tbe brains in the United 
States? Wby don't we get all the brains we can 
get to work on this thing, rather than sterilize 
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them and just say, •we don't want your op1n1on.• 
Let's gat all the opinions we can get. 

That Fortune crowd seems to have made quite an 
interesting study. 

Interesting, Yr. Delano, but keep a question mark 
or two up on that particular thing. If you ask me, 
I t hink it's a pretty lousy Job. I mean now you can 
take that with some of your good comments and dis
count them and balance them; but I think that Fortune 
article is a pretty poor Job, considering what could 
be done on the subject. 

You could certainly tap scientific organi~ations and 
institutions. 

That's right. 

But I think one of the dangers of getting purely 
commerci al groups to work on some of these is that 
if the government group presents a different report, 
presents a different side, which may be quite likely 
in many instances, why, it would hove possibly 
unfortunate public consequences. 

If you confine yourself, on the other bond, to those 
wno ~uallfy more or l ess as ob jective experts, tor 
want of a better name, ••• • 

Hanes: I was thinking of the Minnesota School of Business 
Administration, for instsnce; I mean give some of 
those kind of people a real shot ot this thing, 
'Rhere they're groping around, looking for sometAing 
to put their people to work on. And these bring up 
so many problems which they are studying from day t o 
day. 

Henderson: What you could do, John, instead of that is to tap 
those individuals as individuals rather than t.ap 
them as an organization. In that way you avoid the 
thing llarriner has pointed out, of osklng somebody 
to give you something on which they're already 
committed tor policy reasons. For example, arter 
having analyzed two or three things which the United 
States Chamber has done, and after collecting a 
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dossier on the Conference Board of that thing, I 
would never think of asking them as a Board or as 
a ~bamber to make a reply on one of these things; 
but there are people in those croups and peopl e 
working for members of the !irma that belong to 
the Conference Board of the United States Chamber, 
and there are people in the universities end there 
are also in the r esearch statts . 

aaas: Well, the National Bureau up in New York would be 
all right. 

Henderson: You always come back to the National Bureau. But 
the National Bureau will not take on an additional 
thing. 1hey 1 l l say, •Here's the best we ' ve got. • 
l•ve got their figure s on capital formation tor 
1937 . Have you (Currie) seen those? 

vurrie: Yes. 

Henderson: I sent them over . They show as tar as consumer goods 
goes we were above 1929 in 1937, n very astounding 
thing; on consumer goods we beat the 1929 physical 
pr oduction in 1937. They ' ll give you those things. 
You can rely on those. We ' r e constantly working 
on that. That's a body of kno~ledge which the 
Government people already bave, George. 

The point I'd say on this, John, on the matter ot 
&II)' thing which bas reliable content - tbat 1 s part 
ot the working !mow ledge of the governmental group a 
now. As far as - when there is an opinion question, 
that's something else. 

Ranes: Yea, and so much of this is opinion, as Barry 
Hopkins said a moment ago, and after all what I 
assume you're trying to get at here is wbat is 
affecting adversely the business psychology in 
this country . 

Henderson: 1 incline more to the things you can measure . 

Banes: It seems to me the more opinions we could get on it -
at least we'd have a lot of opinions . I don' t think 
it ever burt anybody to listen to enybody' s opinions. 

Currie: Don't you tbink, John, we get tbat opinion every day? 
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llayba you do. I don• t think I get it every day, no. Get 1t out ot the newspapers, 1f that• s what you mean, but I don't t hink t hat ' s what I'm looking t or. I'm looking tor real intelligent honest-to-God -l ooking t or appra isals ~ people t hat you have faith in, confi dence in, and people who are doing t hings every day, know something about what they're doing. 
llr. Hopkins . 

I've got qne suggestion to make which is positive, one that ' s a little tentative. 

The positive one is this: That I think these questions are provoca tive; t hey may not be inclusive enougn; I thi nk some of them aren't worded quite right. And I'd like to see a coe1 ttee of three made up of people like '#bite and Currie and Henderson get these questions down the way wa want thea, in the exact language we want them in, very CDretully chose~ l anguage, add such questions as they think best so that we get a complete meeting ot m!nds. And I would t hink those f ellows could readily put these questions down. I think t hat they ought to be put down in better order than this; tor instance, I think llarriner outl ined a type of approach to this t hing that is not bad. And I would think that could be done in the next day or two . I don't think that would be much of a t rick, to get these. Somebody mus t have done a lot of thinking about this in this crowd in t his room; I don't know who did it, but somebody. 

Well, there were three people did it: White , Haas and Lubin. 

Yes. Well, I 'd like to see this gone over once more, and ge t t hese questions ••.. •• Now, tbst •s 
a positive suggestion. 

I gave a couple of t bose t houghts. 

Now the tenta tive suggestion i s this. Let me 1nterpol~te a mi nute about Johnny's question. Tbe stuft tb4 t ' s in here , and a ll t he 1.11lpl1cat1ons of it, ar e the basis ot t he 1940 campaign. 
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Is that going to r aise its ugly head? 

I •m telling you how the question is going to raise 
its heed . This is very important political stuff. 
The reason I don ' t lik~ to submit this to people in 
a ny outfit that's opposed t o Roosevel t tha t wants to 
answer t his - tbey ' re going to t ake this occasion 
t o publicly hit him right over the head with a club. 
These fellows you ask about t bis t bing outside tbe 
Government don't hesitate to publicize it a t grea t 
length.. 

hnother thing I'd say: nhether anybody likes it 
or not, Roosevelt is the President of t he Uni ted 
St ates, and this i s tne executive crowd that are 
supposed to be working on this thing; we've got the 
executive res.,onsibility for the administration of 
the Government. Now- I mean if we can't answer 
these questions, and any like them, and all the 
implications, if we ha ven't got an answer to these
a nd I don't think this Administr ati on, incidentally, 
bus had answers to a lot of these questions in the 
six years we•ve been here -

rle should have started t nis s i x years ago . 

I don ' t know; we wouldn't ever beve gotten the 
answers, possibly . Many of these ere policy ques
tions; l ot of these t hings i nvolve hdministr etion 
policy . "hen you ge t in this tax question, you 
real ly get t oe uestion, whe t ' s t he policy of this 
Administration regarding t axa t ion? - that's what 
you ' re asking here - end wey? And I think it would 
be a grand thing t o see it tbis thing could be 
written down in close-fitting language . 

Now the tentative suggestion that I've got is thls. 
One~ t hese 4uestions ge t agreed upon, I certa1b17 
would like to take a flyer in my department at 
a nswering these. I would think tha t White and Baas 
and the crowd they ' r e working with would like to 
s u.bm1 t the answers t o thiS thing for the Secretary. 
Tbe Nati onal Resources Board might . Lubi.n might 
want to do it on his own account . Thenwe1ll bring 
t hese together and see how far apart we ere and see 
if we could bring those t hen t ogether in a memoran
du.m, which would either be e memorandum or this 
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fiScal policies committee - tha t could be worked out 
later, as t o how you' d get this - a meeting of minds and put it in t he bands of tbe President. ' 

The first suggestion i s a positive one, the second one is Quite t entative. 

I•d like to say something on that second suggestion, 
Harry. It seems to me in dealing with a great many 
ot tllose questions you ' 11 have an import ant problem 
of r esearch, a statistical problem there, getting 
out a lot of material, and it does seem to be a 
great waste of effort i f t hat ' s duplicated. 

(Kr. Thorp comes in) 

I'm inclined - I don't know, but I'm inclined to 
doubt that if this is a matter or wide - I'm 
inclined to think this is not a matter of l ong 
s tudies; I'm inclined to think this is a aat ter of 
some very close-knit thinking. And I grant you 
we've got to get some statistical data in our 
efforts here . 

I think both. I think there 1s a good deal or mer it 
in having tbe various agencies , four or f ive or the 
agencies, t ackle the s ame questi ons f r om their parti
cular point or view. I think there i s a great deal 
or merit in that and I almost tbink it ' s necessary 
wher e so much of it will be a question or philosophy, 
question of point of view, and so f orth; then s ee it 
you can iron out tha diff erences and how much si mi
larity of v iew there is, and thrash out the differ
ences . On the other band, there is a good deal of 
material here t ha t involves some r a ther coaprehensive 
and ertens i ve r esearch. So 1t might be possible t o 
combine both those i deas . 

-· .. , 
Why couldn't you, then, White, add to t he duties or 
the committee that's going to prepare these ques
tions the further duty of indicating which of these 
things requi r e some pretty careful statistical 
analyses and studies; let this coaaittee 1Dd1ca te 
what agencies could best collect aqy one or these 
items. In tbe meantime certain or these things 
which do not require - wher e the atoti stical 
material is fairly readily available, you could ao 
t o work on. For i nstance, I ' d very much be interested 
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in this first question, as to how some of you 
fellows over in the Treasury would unS'Iter that 
quest i on. Now, suppose four o~f~ve or us did 
work on an answer to that question; then we'd 
get together a nd see how close we are. . . 
It would mean that most staffs, I think, would have 
to - would need more people and drop everything else 
for a while . 

That one - t tie first two parts of that c;uestion could 
be answered very quickly. It's the third part tha t 
would 

Well, that becomes a matter of .••• 

l'le •r e going t o have t hat number one ln our Co11111ittee 
before we get through - the first two parts of 
number one. Wha t can be done about it, I don' t 
know whether we'll nave or not . 

I don 1 t think you can set up something here with this 
kind of stuff and wait until seven or eight months 
to ~ut this on the President's desk. This i s ' going 
to be - if you•ve got to wait that long, t his thing -

that's too late. 

I was going to suggest this . That number one section -
we can do that afterwards . I mean t hat's wa t er over 
the dam and it's a study that can go a long. What I 
would move into for the moment is the thing or ques
tions of importance from the standpoint of timing: 
what can be done that will stimula te or assis t in 
increcsing the national income by getting private 
activity to expsnd? In other words, what is there 
that might be done to give tha t stimulation? That 
can't be all-inclusive, but it seems to ae tha t we 
may well do this, t hat we can give a report to the 
President on this thing piecemeal; tell him tha t 
t o complete it all would possibly t ake until next 
summer or next t all, and by the time we come to 
certain an$wers he ' d say, •Why didn't you tell me 
that a few months ago?• 

Well •••• 

There are certa in matters now that Congress is in 
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session that have t o do with possibly certain 
legislative aatters, amendments to l egislati on, 
that might be a r eal help and s t imulation to 
private actiVity . Well, the sooner we can 
develop what some of those f actors are - I aean 
like in tax matter s - Johnny talks about taxation, 
a case in point - certain aspects of the labor 
problem, c ertain aspects or the question of the 
capital market; and we 1 ve got this problem of 
Government spending, the question of appropriationa . 
You've got four things there in a broad wa:y that we 
ought to have a program on pretty soon. 

With r ererence to labor maybe nothing could be 
done; but at least there ma:y be certain things 
that would be r eell;y helpful and that would 
involve some or the aaendments . There ' s indica
tion there's going to be some amendments possibly 
in the Wages and Hours, possibly in the Labor 
Relations. 

Now, there are many factors in this picture . There ' 
going to be t ax legislation, possibly, of some kind 
or other. 

Don't f orget Social Security . 

That ' s another one :you've got, Social Security; 
that's right in the mill, it• s got to be considered. 
You've got the question of spending, what ' s the W.P. A. 
appropriation going to be, wbat other appropriations -
whether :you•re going to have public works, roads, 
CCC camps, and other i t ems. 

You've then also got the question or tpe railroads, 
which is one of the most i ,mportsnt matters. You•ve 
got a question of housing amendments t hat are coming 
up right now that are being proposed, and what can 
be done with •terence to reducing the financing cost, 
oosaib!:y or lengthening the tiae of amortization. 
iraa thinking of a half dozen of these things that I 
know ar e coaing up tbat all ban a bearing on tbia. 
And it won' t do a damn bit or &ood to complete studi aa 
with reference to t hose after the laws are pasaed f or 
this session or Congress. 

I 1d like t o sa:y a few wor ds . 

Regraded Unclassified



a.u.Jr: 
Delano: 

-28-
_45 

Please . 

Doesn' t mean at all that I ' m not in accord with 
t hese questions, but my mind has been runnlng along 
this way a little bit. It seems to me in the last 
six years we 1ve been trying quite a good many exper i
ments, and at the early part of that time I remember 
meeting two Englishmen who were over here, one of 
them a prominent member of the (words not understood) 
named Clayton and another important economist named 
Beveridge. I r emember one thing they said wn.ich 
impressed me very much, about the way t hey ., ere 
doing this Job in Great Britain. They thought it 
was very important not to t ax their Federal treasury 
very heavily, but t o do t hings which would get the 
maximum amount of aid from industry, in some cases 
going to the extent of guaranteeing bonds for pri 
vate industry, and all t hat. 

Now, we didn't start on tbat method, and I think 
we had an impression in t his country that lt was 
only necessary to prime the pump . That was the 
expression that was used. Well, I don ' t believe 
anybody in this r oom believes that priming the pump 
then or now would solve the problem . It needs some
thing much more fundamental . 

Now, some of the experiments we have tried I think 
have bed some pretty good results . You take the 
F .H. A. ; it seems t o be having very good results , end 
it isn' t a very big obligation on the Government . 
Some of the t hings that we've done are Just the 
reverse. 

I have in my other coat pocket - I car ry er ound a 
little cl~rt showing the construction work in this 
country in the booming years of ' 27, 128, ' 29 . 
Total annual cost for construction work by privete 
industry end by cities , states, and Federal Govern
ment, something like 14 billions a year, and of 
that amount the Oovernaent only contributed between 
a quarter and half a billion. Well, during these 
recent years we've dug into our pents to the extent 
of two and a half billions a year , but we haven't 
been able to get t he citi es, the stat es, the 
priva te industry, t o anywhere near fill in the gap. 
In other words, we've gone on the theory that if we 
set a good example the others would come along . But 
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they need more than a good e.xample; they need soae 
real induceaent. And I tbink you did tllat in tile 
case of the F.B.A. 

Now in tile railroads about tile only spending they 
have done in a capital way bas been where they 've 
been helped end encouraged by the R. F.C., and while 
they haven't had enormous amounts to spend on that 
sort of thing, they have accomplished quite a good 
deal, without a big drag on the Federal Treasury. 

So it seems to me that we ought to give some thought 
to the kinds of things, the kinds of remedies that 
we should adopt wnich will get private industry doing 
their share. 

Now take the power thing . I•ve been sitting in on 
that Army committee about power . Supposing the 
Federal Government woula say to an industry, say, in 
Pittsburgh or Cincinnati or Chicago, "We ' ll build 
some transmission lines to transport your power at a 
certain price per kilowa tt hour, if you'll build the 
plants to generate electric! ty at a certain pri ce." 
I mean that ~ould be a sort of bargain where the 
Government did part, but we' d expect the industry 
to do a great deal more. And things of that kind, 
I think, are more needed now than the Government 
doing it all as a good example. 

Well , llr . Delano, would this be a way of getting this 
t hing started - I ' m thinking of what Hopkins said -
if each of us would designate one or two people -
technical people to r epresent us end have them get 
together and work over this first draft? 

Yes. 

And after they ' ve agreed amongst themselves - and 

as t hey 're doing it they might be thinking, •Is 
my department equipped to do t his, or would I like 
to work with somebody else?" They could be th1nking 
of that as they go along, and they could check ott 
"Well the Treasury could handle this all right, but 
on this one we •d like to work Jointly with Commerce" 
or •we'd like to work Jointly with Federal Reserve" 
and so forth and so on, and •this na turally would 
fall t o Labor . " But they could do tllat as they went 

Regraded Unclassified



-JO-
• rr _ .. , 

on, aad when they came in they could say, ftTbese 
are the ones we ' re equipped tor and t hese are the 
ones we're not equipped tor, and these are the 
ones we'd like to work on all together . " And I 
think each of the people here could say now, if 
they could, wbo would represent them. 

Delano: Well , so far as Resources Committee is concerned, 
most of tbe work or tnis kind bas been done by a 
committee on which Yr. White, Yr. Currie, and l.lr. 
Henderson have worked; it ' s an Industrial Committee 
with about twelve members representing all the 
departments of government. 

H. l! .Jr: I don't tnink Commerce is represented. 

Henderson: Commerce bad a representative on there. 

Delano: They bad for quite a while. 

Henderson: It was too socialistic tor them, so they gradually 
withdrew; they got scared ot some of the things we 
were doing . Tbey needn't hove been scared. Never 
did any revolutionary things I know of. Sat around 
and hoped for an occasion like this, in the main. 
Bave done some thinking in the meantime; but I mean 
t hey 've wished tor an occasion like this . If Com
merce could come back on this committee one of these 
days • ••• 

111l.te: Tbat would sUll leave room for each department to 
decide lf they would like to take some of these 
th~ngs independently. 

H.Y. Jr: I still go back t o what Hopkins suggested: in order 
t o keep this going, if we say t onight who is -
those of us here - I think that llopk!ns is suffi
ciently liberal that we could admit him to this 
Committee, and now that he ' s • • •• 

Bender son: Well, I • .• • 

H. li .Jr: What? 

Henderson: I don' t know. 

Delano: Stiffe~ up. 
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I •11 voucb r or tiim. I 'll voucb t or b1m . Tbe 
fact tbat be ' s in my home •• •• 

We better ge t him in now while be's eligible . 

It you don't mind, tbis other committee brings in 
other departments, and maybe I ' • being over- cautious, 
but as I said at the beginning, I've always felt 
tbat tbis work - ell the work I was doing is tbe 
property ot the President, and until be's said to 
bring in Agriculture or bring .in - who else is on 
your committee? 

Labor. Lubin ' s on it. 

Well, he knows that Lubin is on it. But I ' d like 
t o just tbink about it again, because he has been 
so - I mean we 1 ve been so - this is one of the 
few groups I ' ve e ver worked with thAt I didn' t 
pick up t omorrow morning ' s paper and read in some 
column whAt I did the day before; and this has been 
fairly successful and I ' d like t o keep it that way. 

•ell, Mr. Currie, wbat would you say about a man 
like Gardiner Means? 

I was Just going to suggest , Ur . Delano, that the 
starr of the National Resources Coamittee wil l be 
in a position very sbortly to do much more of this 
tban they have been. They•ve been in this great 
rush or getting out these publications. You've 
been in tbe process ot winding up tois blue book. 
So I understand some more or their permanent starr 
will be available than have been up to date. 

If Mr . Delano wanted to leove it to, suppose , Whi te, 
you (Currie) and I, ~nd somebody from Commerce were 
appointed, wby, we could lay out as we run a l ong 
where a lot of tbat material is t o be found . Tbe 
thing can be organized. We could do that if you 
wanted to leave it that way, Mr. Secre tary. 

Well it isn't quite clear. Mr. Hopkins said that 
Mr. thorp will represent hia. Now, Eccles, who will 
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I think you better bave a couple of ••• - excuse 
me. 

I know. Well, ! 1m going to have Baas and White 
represent us , because we divide it up in the 
Treasury. 

I'd like to have Ruml put as much tiae as be will 
upon t hi a tbing. 

And if it ' s -now who have I overlooked? And will 
you (Henderson) represent yourself? 

Hender son: Ub-hub. Glad to. 

Hopkins: Very articula tely, too . 

B.II .Jr: And if it ' s satisfactory to have somebody kind of 
ride herd on you f ellows, see that you meet e.nd Just 
you in a r oom and leave you, why, Duffield ' s avail
able to do t hat tor me personally - provide a place, 
so forth, it that's necessary . Jus t the way you 
have - ob, what's his name? 

llel o.no: .bliot . 

Hender son: Why couldn' t we agree on Currie os chairman - I ' d 
suggest a little group - and then bsve him work 
with Duffiel d about getting rooms and so on. 

B.li .Jr : I - excuse me - I think we ought to have Lubin on 
that; Lubin d efinitely, because be did this. Excuse 
ae. 

BopkiJU: What about a time schedule? 

B.!I.Jr: Excuse me - what were you (Henderson) going to aay? 

Hende rson: I was going to suggest that Currie ac t as chairman 
because of the feet that he ' s done so many t hings 
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f or the Resources Committee and also for the 
Federal Reserve Board and be's familiar with 
most of these items . 'Ne have a habit of turnill& 
to him on a number of thill&S that are contained in 
these questions. Be could work with Duffield to 
arrall&e f or the time and place of tba meeting and 
things like that. 

I don't li:IIOW whether for this little group we need 
so f or llal. a thing as a cbair<l&ll. 

I think you do . 

Just call him the Goat. 

Just Goat. 

Whe Goat? 

Yes, just call him tbe Goat . 

Wha t about a time achedule? 

You set t he schedule. We 1ll adhere to it . 

Bow a bout Kofiday? 

Well, tha t's today a week. 

What day is t oday? 

Monday . 

About a week fro:ll today? 

We ' ll meet ten o •clook Monday mornill&? 

I t' s all r ight. 

What? 

Suits me. 

Is that all right? 

I t hinll: if you will malta it Tuesday - IllY friend 
RUIIl can come down if it ' a Tuesday • 
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Delano: 

B.li.Jr: 

Eccles: 

Bopdns: 

Eccles: 

B.J . Jr: 

Delano: 

H. li .Jr: 

Uelnno: 

H. U. Jr: 
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Tuesday at ten o'clock? 

Then you could get Ruml down, I think. 

llarriner, have you an engagP.ment t or next Tuesday? 

No, I haven't got one. I was just thinking - have 
you, Barry? 

No, I ' ll make =rself tree. 

I' ll be here next week. 

Bow a bout Kr. Delano, Tuesday, ten o'clock? 

t can't; I 1 ve got to be in New York Tuesday. But 
I could get Ruml to come down; I ' d rather have bim. 

.Yell, I 1 d r ather have you. 

l could come llonday 1 then. 

Oh, if it 1s interesting Ruml will come; if it ' s 
pr ovocative enough, he'll come . 

Henderson: Monday is a bad day for Ruml, i sn• t it? It has 
been on several occasions . 

Delano: Be says that' s t be one day 1n the week he can't 
come. Be was here Sunday 1 all day Sund.ay, and Sa turday 

Henderson: I saw him Saturday. 

H.M.Jr: 

Delano: 

H.J.f.Jr: 

Hopkins: 

Currie: 

Where would you like t o have it, llr. Delano? I 
can - I mean I'm not dated up or any thing. 

Are you willing to make it Wednesday? 

Yes, except that - does that put it off too much, 
Barry? 

I think t he sooner the better. On a job like this, 
you can do - if you're soing to do it, you can get 
it done in a week as easily a s you can in ten days. 

Your thought, l!r. Hopkins, was to work over these 
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questions, perhnp~ rearrange them, put them under 
main beadings, rewrite them and point them out· 
perhaps make any addi t i ons that we think neces~ary. 

B.ll.Jrl That1s right. 

White: And, I t ake it, at the same time say which would be 
handled by which group. 

Henderson: Note the agencies that might handle them. 

I! .II.Jr: I think - can you be here Monday, Mr. Delano? Can 
y ou be here? 

Delano:. Yes. 

s.~.Jr: Let ' s just say - I think - let' s say ten o'clock 
next Monday . I think a week - putting it off ten 
days is too long . knd if it' s agreeable, Duffield 
will r ide herd, just to see tb.ey meet, so forth 
and so on. 

Henderson: Very good . 

Eccles: I think that ' s absolutel y necessary . 

B.II.Jr: I think if we have a meeting Monday morning - 1f my 
luc.k holds out, the President wi.ll have me for lunch 
Monday and I •11 have som.ething to show him; and I 1m 
fiollowing very, very meticulously just what be laid 
down, and I think before we add anybody - we'd like 
t o stay that way, because he ~as quite specific on 
who he wanted to see it and who he di dn' t want to see 
it. I t hink we ' l l leave it tb.at way. If b.e reels 
there is a blind spot - he felt there was as fa r as 
we've gone and be asked Mr . Hopkins and Mr . Lubin t o 
join - I mean Mr . Henderson. Now, after b.e sees it 
again a week from today, i f be sti ll feels we should 
solve the cotton problem, wb.y , we ••• 

Eccles: I•ve never - when you get a coaittee that ' s too bil 
you usual! bog down. Isn't that right? 

Hopkins: s ure. 

H. li .Jr: I tb.ink we're all thinking tbe same thing . 
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And it seems to me that if we 1 re going to get 
together on this progr am and do an effective job, 
the Committee's got to be kept down in number. And 
where specific questions might come in, you migbt 
advise witb certain agencies like Social Security 
witb. reference to tb.at pr oblem, witb. otb.er agencies, 
ratb.er tha n bring more in on tb.e wb.ole problem. I'• 
think.ing merely from the standpoint of workability 
of the thing. 

Oetting something done . 

Yes . 

Now we've got - I think it's certainly enougb. tor 
a week, and if he wants to add somebody, that ' s 
his privilege . 

Yes . In bringing this thing in, don1 t you think 
that part one tor t he time being can be left to 
further studies? 

Henderson: At least separated. Yes, I would suggest that . 

f.ccles : I mean from the standpoint of time, if we' re going 
to do any good, we ' ve got to point t his tb.ing up into 
the specific things thnt need immediate attention. 

Henderson: VIe got that already written anyway, Marriner. 

•tute: We •ve got everything done but the •• • • 

Henderson: Currie did that a long time ego; we 1 ve got the 
answers on all that written. 
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1'h' eetbeok in national inoome 1n 1938 hila been 
attr1buted by ve.rioue p~ople to a number ot caueea. 
7he&e need to be appra~aed. Among the more immed~te 
or t!l•ae are: 

(1) An over-accumulation ot inv@ntoriea 

(2) £xoeeaive speculation in oommoditiea 

(3) Consumer realatanoe to rlaing pr1oea 

(~) Oatlatlonary etfeota ot 1nor•aaea 1n 
r eser ve requirement• 

(5) The ou.rte.ilment ot government s pending 

(6) Lsbor d1ft1cultiee , including re.oldly 
1noreaeed wage re.tea and ei t-down 
etrikea 

(7) Shortages or skilled labor in key 
poe itiona 

(8) A too-rapid increase in nroduotion coats 

(9) A deoline 1n new conotruot1on 

(10) A contraotion or the market for new 
oe.pital iaauea 

( 11) Government tax pol1o1ea 

(12) HaladJuatment o r prloe~, 11nd pr1oe 
r1g1d1ti ea 

(13) Fear o r gold prioe reduotlon 
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(14) Government oompetition 

(15) ExoeesiTe ehort-term 1nstallaent 
buying 

II. 

It ie propoeed that an in.estigation be made ot 
certain fundamental faotore whioh may ha•e been eigni

rtcant in bringing about the decline 1n 1nduetr1al 

activity 1n 1937 and 1938, and Wbloh may atAnd 1n the 

way of inoreaeing the national 1noome ln the future. 

Soecitlc reoommendatlone baeed on the t1nd1nge ot theee 

lnv•etigatione should be made ln order that policy 

might be formulated whloh would lead to an 1noreaee in 

the nati onal lnoome. The following are some ot the 

bas1o quPotlone to whloh the 1n•eetigat1on ehould be 
dir~cted. 

( 1) 

( 2) 

( 3) 

( 4) 

\That i moortant indWitriee ha•e made 1e .. 
than a proportionate contribution to the 
incrPaee in the national income 1n the 
past five ~ar11? Wlw. t 1:!rportant induet rie • 
have made more than a proportionate contri
bution to the 1norPaee in the national 
income in the past five ypare? What can be 
done t o convert eQeoit1c industries whlch 
have retarded recovery t o stimulators ot 
recovery? 

How tar is the claim that new inTeet:nent 
ie belng serious~v blocked by epeoltic 
g overnment meaeures justified? 

To what extent does new capital inveetment 
f or olant eXQaneion and nPw industrial de
velopment come from (a) c•uh aeeete? (b) 
borrowing? (c) enl e of equity eeour1ties? 

To what extent and why are deprecla t1on 
chargee not be1ng reinvested? 

_ss 
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(6) 
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··:hot el~ml'ntfl or our tax struo tur~, F'ederol, Sta te 
&nd local , aerYe substantially to rrtord tee ~rowth 
of tht national income throu~h th•ir etr ects on 
0 1 sumotion , on n•w invPetment, or in other •avs? 
·:."M t modifications that would stirrulnte or ~ncour
n~e the growth o r national income could be adooted 
wi th r peoect to: · 

(a) Level or upper bracket personal surtax 
rat~s 

(b) Carr~·-roro;ard ot loSef's and overllf'1ng 
or income 

(c) Consolidated r •turna ~nd taxation o r 
intercorooratl' dividends 

(d) une i stributed pr o fits tax 

(e) Caoital gnlne taxation 

(t) Cani tal stock tax 

(~) Exoe~e profit~ taxation 

(h) Social Security pa~roll taxes 

( i) 

(J) 

Sales end o t her exoi~l' taxPs 

Tax ext7otions and ot~er soeoific 1n
oenti vee to enoour'BgB emoloyment, tn
VI' rt!l'ent, etc. 

(k) Deoreo1at1on allowance• 

(1) Other elemPnte o r t~e tax structure 

Do 1nduetr1££ or epeotrio Yentur~e with reaeonabl7 
bright or oepects have an~ difficulty obtaining the 
necteeory oaoital? 

In what industri es should oeol tal be i nve6ted dul·
ing the next two yeere1 How much i8 l ikely to be 
lnv~sted in tr.eee induetrit~ during the next two 
ve are? 

''.1-w! t ic the Yol\lllle or aavinge likely to be avail
nb\1' tor tnYFet~Pnt durin~ the next two yeere? 

I 
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(10) 

(11) 

(12) 

(13) 

(14) 

(15) 

(16) 
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How much would subetantially lower ratee of inter

est to borrower~ of capital tor production of 

ca~1tal and durable oonaumera ' goode inorraae 

borro.,ing? Trhe.t oan the Govem11ent do to lower 

such rates of intereat? 

:s1 

How much would a reduction in the ooat ot borrowing 

to potPntinl purchasers of durable oonaumers' goode 

( r .g. , horne purohaaing) inoreaae the demand t or 

such goode? 

How important would a longer rate of uort1r.at1on 

be as a stimulant to ~he demand tor durable goodat 

At what pointe end what level of 1norraaed ~rodvo

tion wil l the laok ot adequate akilled labor retard 

exnaneion? · 

To what extent would private investment be etimu-

la ted 'O'Pre the Federal Govern 11111 nt carefully to 

delineate the area• of our eccnoay to wh1oh 1t 

propoe ee to oonf1ne i te inv~otmen t prograa in the 

near future, leaving other areaa exoluaivaly t or 

development by nr1vate enterpr1ea? Ia it poaa1ble 

tor the Governll8nt to apeoity exaot 1y -- by 1n4uatry, 

or location, or tunotion -- the field of inveat .. nt 

activity to whloh it propoaea to oont1ne itaelt 

dur ing the next two yearet 

Wl'at meaauree oou14 the GovemMnt take, either 

indeoendently or in cooperation With State an4 

looal governmente, to inoreaae govemaent 1nveat

mrnte in eelt-11qu14ating enterpr1 .. 1 without 

competing with privata 1n4uetry and without add1JW 

to the budgetary detioitt 

It haa been ola1aed that private 1nd1111try by i taelt 

cannot profitably abeorb current eav1nga1._Wtre 

th18 true a continued national 1noo .. of .- bil--

11ona or 110re would be illpOUible Wilen tbe 

Gov ernment provided inve,e.tment oppcrtllnit1ea tor 
capital through pub l1o worka, eto. 'lbat ev1danoe 

11 there that mupporta thll olaiat 

Wlat typea of l'ederal Gov-nt elt'pen41~e oper&ta 

to inor,-aae the national inooaa -t, an4 wtllab 

leaatt fo what extant ia 1t poaaible to ehlft troa 

tboea that inoreaaad inooa. l eaat to thoaa ~' 

inoreaae inoo•• -u 
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( 1!1) 

(19 ) 

(20) 

( 21) 

(22) 

(2J) 

(24) 

(25) 

( ? 6) 
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I s t here a ny Jus t1!1on t1o n tor t he c l aim tha t 
~~vernmentel spending o n pub l ic works or WPA 
pro j Pc t s r e aul ta in a decrease i n spe nding on 
th e part o r p ri Tate en ter!'r1aet 

?:ould P subst antial. increa ee 1n t he pubUo debt 
duri ng t he n ext few y e a rs haTe any important 
e ttect on government ored1t? 

Are t i•e re any p rospects tha t (a) inflation o r 
(b) deflation •ill emPrge in the im·ned1ate 
tutu r et 

To whAt exten t ere world d eYelopmente likely 
t o c ons titute a drag on recovery i n the United 
StPtes during t~e ne • t two ye~ret WhP t ste ps, 
if any, c~n be t~ken t o protect our e conomy 
from poe s i ble adverse e conomic e J'feo te cowi:1g 
!rom abroad? 

For wha t specific products c&n • e expect £ ~ub

stantial i ncrease i n exports during t h e next 
two ye • ret Wbat, if any, re .uovable obe~clea 
lie in the pe. th or impor tent increa se in our 
total exports? 

· :sa 

To what extent, in whe t fie l ds, and wi th what 
et!ec t s on our national income , he a t he Go~m rnment 
c ontributed to an uneconomic pri ce ~cturat 

'llhllt will be the net contribution that the hdaral 
Government (and 1t a Aoertainable, 8ta:.e and local 
goYemmenta) will aalte in 19J9 and 1940 t o the 
•oluae of b uying power in t he banda of the peoplet 

Would the mainte ~Rnoe ot a substantially hip r 
national income require a chan ge in the axiatinc 
ratio o f eaTings t o oonaum~tiont 

To what extant would a redistribution o r our national. 
income contribute t o the attainment e nd -intenanoe 

ot a h i gh national 1noo .. t 

How auoh unaaployed would we have ware our nat i onal 
inco~ aoon to reach $50 billionet What a ge die
trtbution and what ak1ll c laes1ticll t10n will malta 
up the une mployed group at t hr.t level o f 1ncolll8t 
How large a w l u.-e o f une.Jployed mus t we expect 
t o mAke p r oYision t or during t r e n .. xt ttve yea rst 
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Present : 

H . ~ . Jr: 

a ••• Jr : 

:.tr . Gaston 
tJr • White 
!.!r . Haas 
:Jr . !Ju!Ueld 
blr . C.ubin 

January JO, 19J9 , 
lO: JO a.m. 

:ss 

hll right, gentlemen. 

(C.ubin banos H .~ . Jr memo entitled 
• outline for an~lysis or factors 

oe t eroining the level of n&tlon&l 
income•) 

1 1m not going to re~d out loud, to save~ voice. 

(Reads silently) 

There ' s no a r gument about this chart , is ther e? 

ticLs : They haven't seen that. I got that out af~erwsrds . 

• t:tir. : 

.. nl tt: : 

•!lito: 

I aun ' t think so . 

Jae i f anybody argues bbout t hat • 

lht t•s the one I saw. No . 

(&as hands to ~ohite chart entitled 
•Na tional Inco::.e Payments - ltlontnly 
•igures on Ann~l Basis" - f rom 

19:<9 on) 

Ouorge, after you got through adJusting seaso!lBl, 
mul tiplying by tNelve, you heo the same as the 
t ot£.1. 

1oo~ their seasonal . 

u~o the same as the totpl . 

1hut' s right . 

So you r echecked that way . 

I tni nk so. hnyNay, Nstnen•s - thu fitures er e his 
original figures and his o•n correction. Just a way 
o1' ,>utting toe tcoJnt hly figure . 
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ies . I aon •t know - ad justea mon t hly, mul t i olied by 
t•:elvE> . These or e monthl y bas i s . · 

Jonthly b~sis - multiply t heir se~sonal by t~elve , 

gives you toe ~tnnual r a te at each month . 

rs t h t.. t toe aot ted line? 

d&~s : t:o , t ha t 1 s the .. .. 

Lubin: 

nili te: 

Htt s : 

Has : 

li .•. • Jr: 

uUbin: 

d.- · "'r : 

-ubin: 

H .... Jr: 

uhi ta : 

H.:.r . J r : 

'J.ha t • s t he solid 

That ' s t he solid line . 

I uon• t see t nat , unless i t isn' t sta t ed r ight . I f 
you ::~ul ti.illY t he f igures by 12, you " et E. n s nnua l •• . . 

Tlu.t 1 s «hl t it shows: toe t.nnutl r a te a t t hat parti 
cult..r month. 

Oh, ~nnual r 11 t" . Thr.. t sho~.old be S h ld ther e . I 
tnln.t th:: i bet t,er be said . 

r t• s in that , isn' t i t ? 

I t •s t. rute of income . 

Joesn• t it sty tnere ••• . • 

I t sr..ys "Ulon t hly fi.,w·es on tn t. nnU£.1 btsis . " 

nll depends what you mean by an &nnur..l basis . 

I thinK it' s vor y, ver y gooo . I got u f ew sugges
tions to make . llhat? 

1a ere ~trt. so1le oth"r sugees t i ons t ha t • . ·• 

I a1ao1 t loo~ o t page f our . 

Page f our? 

I d i a n ' t knovt tber e was a ptge four . 

Ther e a r & some additions and ohunges . 

Do you want t o g i ve me yours or •.• • 
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Lubin: 

~.ubin : 

H ••. Jr : 

Lubin: 

nlllte: 

Lubin: 

tl~o~s: 

J.Ub!n: 

Lubin: 

- 3- :s1 

,/ell, one of them which would come in under -
between lv end 11 - r a t her, between 9 and 10 -
9-a - which beurs on very much the Sbme thing 
tn£t 3 does - "How far ~111 substunti&lly lower 
rates of interest to purcn~sers of industrial 
goons stimulbte ineustrial activity?" tae differ
ence being th~t in housing if you lo~~r the 
interest r a te you stimula te e lot of new housing, 
.• aeJ·u.s if yoll lowt!r tbe inter~:~ st r &te f or auto
mobil€ p1:1per , you won ' t lower the cost for automo
biles . 

That could ue combined with the other. 

IIUJ:lber lJ . There ougnt to be a lJ-a there to point 
out in ••ht t inllustries .. ~; msy e>..pcct a shortaee of 
labor to occur, wnen th~t would occur, what tne r ate 
of r.cti vity .10uld nl.ve to be bt:fore you f c.ce t hat 
tottlenec.c . 

I see . 

:then nUfllbt~r 1:> too, in r eg11rd to \.ux structure . 
l he ~lim1n1stretive problem of ot~preciation rates -
,/i; c.iscussuU. tht.t yesterday, Hurry; you weren ' t 
tnere . Ho .. fa - if it 1 s st1.rtcd Ci011n - if you 
gave these people permission to write up their 
deprecietion, to reinvest, ~ould tha t stimulate 
tneir ..•. 

Taat woula be one of tne couificati ons . Thbt 1 s why 
you aaded tnLt pnr~se . 

Yes . 

hnd - that vnd other modifications , too, Harry. 

Then, t oo, I tnink tOht ~e could mbke tne thing a
1 little bit mor e re&listic if se g ~ve a few en.mp es 

you' ve got s teel ~.nd rayon, Nhich 8 re two very fine 
exacples - of investments in th11 l£st two or three 
years in very l&rge amounts . 

There are b feN mor e additions . H&ve you boY more 
&ddit ions? 

Yes . In number 2, not •specific axpansions, 11 but 
11 s pacific ext:mples of nevt investment" - in paren
theses there . 
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Now , in 13 - I •m not trying to - I ' ll give you the 
idee, 1 1m not trying to put it in the finol f orm. 
The thought I had was this : I wonder if we couldn' t 
differentia te between - t~t we' ll say to private 
industr y , • We 've explored private industry . !low 
tnat •s your l'iela , 1f you' ll go &head tna develop 
it; ~nd tne Government will keep out of it a s long 
&s you 60 Cthead . " And then we ' 11 find cerbin zones 
where priv~te industry does not go eheed and the 
Gover nment will concentra t e on tha t . 

Yes, the oelineution or delimitbtion of specific 
zones in which opportunities fo r private investment, 
or in wnicn private investment, priva te ent erprise, 
sh~ulu expend, and tne specific limits to which 
vovernnent ac tivity should t LKe sn&pe if it is to 
expanu . 

I thiDA tau t' s very iQportrnt, because that t tkes 
in tnis wnole ..,uestion of government competi tion 
with bus.lnes!l . r•ow' 1f th ... ·e .ls &nytoing to this -
if business doesn ' t go anead because it is afraia 
.,f goverrunent, w~:~ll , l et ' s SIJy , 11 All right, the 
gover nment is gotng to confine itself •..• 11 - .. fter 
all, t hey keep throl\.lng Sweden in IllY teeth all the 
time . ilell, i n Sueden the government fielo is 
ll.mitea to c&rtuin definite fi elds, end in tha t 
field - t nat •s the government field , and business 
aoesn•t eo.llpet t< wit h .:;overnmt>nt and government 
doesn't co~pete with business . 

Now, if business £De~ that the Government w~sn•t 
going to i O into certain fields , they mi ght go Gilead , 
and I t hiM t hn t dr awing of ; circle around - &t 
le~ost , to expl or e tha t might be vot'Y helpful . 

l hat could be combined with 17 . 

"nd also bears on 5 - the Lbility to get ne" ca;>i t ol. 

Yes . The grouping of these could be i.!llproved . 

I mean, f or instbnce, if Ur . Roosevelt .vould say 
the t the Government's policy - "We ' re goi ng to con
centrate our effor ts on tnest fie lds , and 11e .vent 
business to go ahead and f or the next tv10 years 
we ' r e not going t o enter this field . Now, it ' s up 

-
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a . r. . Jr : 

nhite: 

h •• • Jr: 

• 111 te: 

li . . Jr: 

""ub!.n: 

H. · . Jr: 

Lubin: 

t • •• Jr: 
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to business to go ahead . " 

Tha t s hould be very valuable . 

olhot? 

I think it woula be very v s lueble . 

Buh? 

~~:ry valubble . 

oohut ao you (Lubin) think? 

'i e:; . 

:63 

Lven if it s~ells out wh<t ~eople usU£lly think . 
cut if it set:. a certdn definite prescribed liai t 
of government activity •.••. 

If somebody uskeu me, 111\'hat does the Government 
consider i t s field for investment?" I ' d be very 
lu.rd-pressed to - for instnnce , I 1 d like somebody 
to tell me where the Government begins Pnd stops 
in the public utility field . I mean, wh~t does it 
consider its field? No• , we suid something by word 
of mouth the l ast time - SenLtor Barkley there -but 
1 uon 1t know whether we livea up to it or not. You 
.mow? Huh? 

(Nods yes) Of course, if we could get ~r. Ickes to 
live up to it .•. 

ucll, I •m beir.g - if tnere1 s a billion dollars worth 
of private capitul thLt could be released in the 
~rivEte utility field , l f they knew what the Govern
ment considerea its field , I think it ' s perfectly 
f:.tir f or business t o say to government, "What do 
you consider your field , wh~t do you leave f or us?" 
I think 1f that could be explored - if you could 
get the President to define it, I think it would be 
very helpful . ~na then th&t field which i s ours -
let ' s push ahead in thut us bll r d ss we know now, 
see? Huh? 

Could you (Lubin) define whL t the Government ' s field 
is in the public utility field? 
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(Nods no) 

I couldn't; I don't know where it begins . 

The thing is t oovague . 

H&v~n • t any specific lio!ts ; c~n • t find it because 
it aoes~•t exist . 

&ut if it wLs defined, you might - even if you define 
it geogrt.;ml.celly - "Beyona these Lreas we 're not 
.,oing t o do a thing" - tha t in itself - 1I nothing 
else c"me out of it but tha t, you might r elease a 
billion uollors worth of investment . Do you bgree 
.. itn me? 

That ' s & tnought - geogr&pnic&l on utilities . 

Geogr&phlcto l " n utili t ies - very good . 

Is tn~<t L contribution t nat I • ve mooe? \.bat? 

ies . 

llo.v, something else . 

See if .1e c1m1 t tie tnat \.IP with nU:Dber 5, Har r y. 

l'.'ell , of course, number 14 ties in with my suggestion. 

Yes , 5, 17, 14, and ... 

.lhat? 14? 

lhert: • s ll group ther e which belong t ogether . 

l.nc then tilh t would be - if the Government defined 
its field , then • e ' d come out witn an elastic policy 
tha t t~t fiela ~ould bt: exploded ln tices ol dea:re•sslla 
Lnd contr&cteo in times of plenty . 

bD int erest ing thing - ii you c ould f orce thi~ing, 
Kor~ing on that s~eci~ic dc1imitl tion, you' ve gone a 
long tn y bo th to s ettle ••.. 

Well , the vccor dion plan would be ~sed , but i t would 
only be usea in that field . I mean when you t alk 
witn a S.1edish economist - they t..oke i t rignt off 
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11 'In.1s is wllat the Government considers its field . " 

Trouble is t hey hr.ve 30 muc:1 more they cen l egiti
matbly consider its f ield. 

Let ' s explor e whet we cun consider -I mean, are 
the r ailroads - is thut the government field or 
isn ' t it? Do you s ee? 

Ye~ . Force t he ••• 

di ghways a re ell governnent . 

'! o f or ce tne &nswers t o tnose (jUestions is t he 
i mportant thing . 

Th&t woula be something, huh? 

lobsolutely . 

Nov1 , on 16 : "Are ther e c; ny prospects thE. t 1nfht1on 
will become a problem in the i mmediate future? " 
And : "Are there any prospec Ls th~.o t defla tion • ••• " 

•h&t 1 s good . 

l'lhE. t? 

'lha t ' s right . 

!ieflh t ion . 

( a) i nfl &tion ana (b) defla tion. 

~h&t comes up in thbt qu&sti~n I e skeo you ebout, 
HHry . 

17 i s pa r t of what I ' m t t lking bbout. 

Yes , but 1 t • s not wholly - I mean should be combined • 

But they coula be grouped . 
I don' t thinK you could do 
business . 

Now, the other thing -
enough on the t Ex 

•lell, there ' s one or t .. o - the t ux thing i s so 
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sn~~ea tha t every t n!ng wo~ld 
set in pr e tty general terms . 
u little bit more . 

:ss 

come und&r it; it's 
Could be spelled out 

1 think i t should be spelled out hlor e . I don o t 
think it ' s enough. 

On~; i mportant 4uestion is how Uluch c~:plt~l ;vould 
flo" into industry if you eliminated all t ax-
ex .. m;J tion . 

. rell , I thought there a r f l lot of "uest ions tn.11 t 
coulu be asked under tnat. 

'Vna t • s the. t? 

"•hej· dl come undtJr tnls g<;ner~l question . Might 
o~ .:" i t U,) in s even or eicht Jiffer ent examples . 

~~ecific ,uest ions . 

I tu in.< tne t ax thtns is the import11nt thing . 

N ''' let m~: ask you tnls . !s this t oo broad a thing 
for tne l•i.scel ana :.ton~Jtury ... ommittee? 

lio, I tnlnK that it ' s •.... • 

It ' s ~ay beyonJ fis~a l ana monetary . 

•his is wnat I h•d in mind : tha t the stuoy w~uld be 
C)naucteu under their 6Uspicea end that they would 
hbVe t he privilt<gtl of ccllin& on 6nybody ~itnin the 
Cover~ent, a ny t~;chnicf l oen or stuJies within the 
Government or r.ithout t he GJvernnent . But a good 
m•ny of these problems LrO overlcpping and interde
pendent ; .e m~rely put them do.•n bect;use or che 
speci~l empnasis which they mc y h~ve, ~nd they m&y 
be boiled down and gr ouped a little . But I think 
they ~11 touch very important problems that should 
be studied and r eports should be maae, should 
finally come out with so•nething in bl ack and whi t e . 

For exaople, rtoy bloueh t olls me the other aey tmt 
Yin rtiefler tolo aiD tha t the cause or the do~turn 
in toe spring of ' .37 was the scr.rcity or s«!Hed labor 
in ltey plr.ces . Be st.iJ 1;' it h:..dn ' t been for t h& t, "e 
coulJ have c~ntinued . I go t this through noy Blough, 
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so it ~ay not reflect Win Ricfler•s positio n a t 
~11 . HoHever , if he does hold tha t and if others 
<10 , I think 1 t ought to be spelled out and answered . 
I asked Lube about t hat; he sai d he didn ' t think so 
a t ~<1 1. vut it 1 s hS important t o get rid of t hos& 
thlll{ls .vhi ch are not so as t o e s t 11blish those things 
tht•t ur a so . 

1 t.tu.O:.< tn10 t 20 is a.. tarrlfic~<lly irn:>ort .. nt thing. 
I thlM it O\lbh t to b~; b little bit - I t hink it 
.u~at!rves more th1..n t1•o s entcnce3 . 

Yes, tnat c~n be developed . 

If tne ~u~get ~o~ittee of t he A~pro?r1ations Com
Mittee ol tae House t~vrov~s ow· tuuge t for tnis 
)t:~ r , we ' ll navt: so-ue r tlbl s t uff on tha t . :.e •ve 
~ skev. f ;,r so:ne in1 tir 1 funas to start. 1o a i vision 
on occu~ctional JUt 400~s, industr y by indus try. 

'J.h::. t ' s swe ll . uu t I t hiM i t deserves ~ore than 
this thing . I r ead this bulletin th~ t the h. F. L. 
ee t s out , the monthly bulletin . Geor~e sent it to 
me . Tney co~e out for 1 n~ tionnl pl unning board . 
The. t • s r eCi lly .. nt t He ' r e t alking about here . 

Yo ... a< ve t his r eport ~ono tnL t ' s what you' 11 have . 

I r ea..d it last nignt , anti .1h:· t '·t! ' r t< t &uing a!Jout 
is a ncti onal planning bo&r d . 

'lnL t • s l'ln~ t your Fisc~<l 11 nd Olonct:.r7 Co!llllll t tee 
o ueht to be . 

Or ~t le&s~ they ought to r aise the issues and 
point t o the specifi c recommendetlons and l e t some 
other 

I d <Jn ' t knon ho.v you people feel, b ut I think tha t ' s 
L distinct contributi on; I 11ft very much ple~sed . On 
account of the Pr esi dent ' s birthday -I t~lked t o 
nl~ this morning - I' m no t Keeing him excep t on 8 
birtnd.ay p~ rty t onight; so if 1 could have this 
toMor roll • ••• 

"o;norro.v . 
~ n1 I'm ·s~ing nio to s ee me toMorro•, 
.o:::orN>N mor ng • ~ n 11 
an~ ne ' s aevoting his day ••• I thinK this is s.e 
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I ~pprecla te per fectly the tremenaous size of t his 
thing . But the thing t hat I 1 ve sa1a eve r s i nce 
I ' ve been her e - t he l ning t hat ' s ~lw&ys bother ed 
me is, t hey always put a pistol t o my head t nd say 
"Give us :C:JJ, 4JJ, 50J million dollar s mor e f o r ' 
relief for five mont hs ." Now, t h i s testimony - I 
think ·I ' m correc t - tlu. t was given up t ner e - 1 s 
f &r ns I kno.r, there ·lttsn ' t " s i n.,le economist 
c&lleJ on to l ey do>'ltl thij pr i nciples E. na say,· • This 
is tne ~utloolt f or fi ve ye11rs &nd t his is bow we ' re 
g~ing to t~e c~ore of this tn1ng , 11 and so forto . Not 
~:. thine .... 

uo you think tnere i s an economist Nao could have 
done tn~ot? 

That ' s tne tragedy, Lubin . 

I tai~ t oe difficulty, f r ankly , is t hat t oe people 
in .. ~ snington who might be doing .vork al ong thu t 
field are t oo busy doing otner things, and you 1r e 
no t .... 

~ess impor tant, mucn less important . 

"nd you ' r e not going tog et r;nywhere unless half a 
aozen people are given b Job doins nothi~ but 
thinking abou t tots . 

r •ve ~Lee up cy mind - excuse ~e - if the ?resiaent 
;ill s a'j ' a e oor J , I ' m willin>! to£ ive half t!lY time 
t ;> tnis, i>t-ciiuse I uon ' t .cno. anytning - I ' m d lling 
t o dGvott- oalf my t i me t o t.nis , if ne 1ll let oe . "' ' ve 
n .. ver been c t.llt-<J to o meeting a t the \'ihite House t o 
.. it do.m ana discuss snything like t nis . !lever • I 
don ' t .tn~v• if :.!iss Perkins nss, but I never have . 

'.1.ne closest a ... pro~och is tnose little monthly meetings 
v.e usea to bLve a yeur ago last spr ing . 

••ith the Pr esi dent? 

J ust segments - pr imarily t~e r epor t on housing . 

Oh yes, you came t o Cabinet . Yes , but thf t was sort 
of c.n outlook f or ec&st, wrsn ' t i t ? 
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/I ell, yes . 

But 1f you people 'Rill do this, t hen let me have it, 
I think I 1 ll see him t omorrow and I' 11 put this • • • • 
Do you think, Lubin, the FiscaJ. and Monetary Colllllli t
tee would be •••• 

Well , it' s the only or gnnizt<tion we have otber than 
Resources Committee. 

~bey ' re p&rt of lt • 

Tney 1r e part of i t. 

· If ae get into this , Mubin, do you think s omebody -
snoulu He broaden toe membcrshl~? 

I 'll suy tbis, that the Committee itself wil l nave 
to take on a staff which will uo nothing else but 
work on tbis problem. 

ilell, we have no money. 

I think probably other thtm thut it would be quite 
possible - you' ve got four agencies there, and if 
they can call on other agencies, you can have each 
agency proceed on us manY of tne studies and t hen 
it will be up to each a gency to allocate ns many 
or t he funds or men as they have available to it. 

Ht. ve to do more taan tht t, Harr y; have w get some
body in. 

I t hink Lubin ' s rigut. 

Do it under tbe particular departments and not under 
the · . . .. 

Let the departments bring them in . 

Let the departments bring them in. 

Htlve you (Lubin) h1.1d any contucts wi th Professor 
Dougl~s .Br oNn? 

Yes, I know him very well . 
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,/ae t uo yo u t h i nl< of him? 

I f t~el that ma ybe h& 1 s v;,ry, v ery gootl . 

'/ha t I' m do ing is this . Vlhat I got in mind. is, 
I ' m going to ask Dougl lJS Br o•.m whether he ' l l come 
uo.m 1.na see the Tret~sw·y thro ll8h these hea rings 
before the House r nd t he Sent• t e and he~ a t his thing 
up for me, and see us t hrough the House a nd Sen!'te 
netrings on &oci al Securi ty. Tb!.t' s wnat I had in 
.:tlnd . 

He cun do tnat 1ell . de ' s &ott~ nice personality, 
&t.sy, ,_uiet; he ~mows whc t he 1 s tr.Wng a bout . 

Do y:>u .rnor. anybody be tter? 

I don' t .mo., a nyboa y .mo c ould ao it better t hvn 

t!t~ .tno,.s Nha t l ::.bor 1 s int;,r.,sts ~ore und he seems t o 
b~ very ft ir . 

He ls thvt , definit ely . 

lie is tna t , d ef1n1tely . 

$o I thoUGht, Georze, you c: o ul a see him befo r e he 
c:o::~es u p uere, e nu let him revie:·· •• hat we •ve got on 
11,. t\ll 1 " ;>u s ee? 

All right . 

uhat? Give h ie <• Tret.sury c:t.r . 
get him a nd let nio - osrl: n1m i t 
1'r.,;;s..u-y t nrough these ne:.r l ngs , 
for ~> couple montns . 

~y thought .as to 
he ' u see tne 
•<nich can go on 

be pr epared to have t o argue with him, because he 
1 eds very much indebted t o t hu Uni varsity r nC1 he 'd 
sort of feel t hut 1t ' s unfsir to them to t~<ke so 
mu~h time aHay . So you ' ll have to do s ome convinctng 
of hiJD. 

hll right. But do you .tnO~ ~nybody b e t ter ? 
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llooody can do it as well bS he, and he• s been «t i t 
from tne very f irst day ~e • ve had Social Security. 

~>nd do you Know unybody outside of the Gover nment 
thPt I c ould invite in as consultant economi st to sort 
of 11ead up t his t hing - I mean t his t hing? 

I don' t know. 

I t hinK Hansen, if you could get him, would be very 
gooa . 

1'11 t ell y:.u ::zy ob j ection t> Hensen . I fino lir.nsen 
L little bit r lgia innis tn1nding . de ' s got nis 
la~Ls ; ne ' s pretty rigi d . 

He ' s 

de ' s no t ver;; «uick on nis f eet either . 

I liKe Hensen, I thinK he ' s u a i s tinct contribution, 
but it s eems t o me he ' s go t his definite ch&nnels; 
t h,, t ' s tne •.• 

V:es l ey !.!itcl'lell - Gt•e YOU i mpressed With him? 

iou lmo.v wno coulu ao this job .vell? I aon1 t know 
:.hether ne •s Loo old to do it . /,lvin Johnson. 

~>lvin Jonnson? 

Very f lexible m1na, l ove ly per som.l1 ty . I don• ~ 
~now .voether ue '~ be interes ted . 

You (H .~.Jr) know him . 

Isn• t he awfully lezy down there? 

•lell, he a l ways hes been lazy . Yet I think h~ isn • 
l~<zy .vhen he has something to do . Take t hi s Univer 
sity !n l:.xile" - ht! • s done an a •,? ful l y good job • 

va yes , wonderful . 

The .a{.n you put ln cht4 rge won ' t be L ble to do ltny 
HOrK; ~er~l• & ~uestion of see106 thbt somebo~y else 
Clld 1 t. 

Regraded Unclassified



Lub:tn: 

oohite : 

H • • • Jr: 

.. nltt:t: 

a . •. Jr: 

• .:ffu;;ld: 

.. n~te : 

!Jufiield: 

H.l .Jr: 

~ufi'ield : 

H •.• • Jr: 

~>ufrtclu : 

~ubln : 

Haas: 

Duffield: 

H. r . Jr: 

172 
-14-

He di u an awfull y good Job on the Encyclopedia of 
o>oclal <>clence . 

Has the advantage oi being familiar with academic 

•• oulC! he be l ookeo up t o by 

hy some !ina by others not • 

•iell, tniM about him. 

iUefltr? 

Hell· no! 

uh;; not? 

I c oula give yo<.~ seven r et.sons . But just my 
opinion. 

I wttnt to ask £. 4Uestion about t nis if I can. 

Plet<se . 

.... 

Is tnere ~ony point among tuese t •\eoty wnich is 
int ended t o cover the poss ible Government effects 
on number 12 on page two: •malEdjustment of prices , 
Lnd price rigiditi es"? bhoulan1 t there be a ~uestion 
cs to Rh£.t extent the Government policies or pr ac
tices contribute to price d1spcr1t1es or Jolad just
~ents , &na to ~~t extent con you s tLY out of thEt? 

:Such as tne i-.r;;zy buying noolen blllnJ..ets .• nen t bey 1 re 
~t tnt peu: . 

wuch as L 1~-cent cotton lobn? 

(Nods s.pproval) 

You w~.onted t o put tne tnought in 12 that ' s do'lln 
in number ) . 

I t~on't know 11hether you intend in some of these 
t11enty questions t o raise the question of whether 
the Government contributed t o any of these price 
oi spnrities , or could oelp to iron them out . 

Very gooa ~uestion, Gene. 
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I don't know whether you intend to cover it in the 
t wenty questions, but it ought t o be covered . 

I think it' s a good point . l'lllat else, Gene? 

Tnu t ' s ell. 

Couldn' t get Viner to need up these studies? He ' d 
be the 1tieel man if you c oul a ge t him. 

Of c ourse, Viner di d a beautiful job in the summer 
of ' J4 for me shea he bro~ht down these seventeen 
economists . Si xteen of the= were good, Lubin. 

All but l:i~>rry . 

lh~t • s the i dea . 

••ell, sixteen out of seventetn is a good average . 

He .vould have close cont11ct 11ith t he mtn in the 
l ecdemic f i el d . 'I he men in th~; Government he 
knows , c.nd the men outside or tht Government ; he 
lmows some men in v ~orious funds . 

Be •a nave one other aavanta~e; he wouldn' t come in 
fresh, t~t is, he wouldn't come in untutored , he ' d 
.<now now people in the Gover!ll!lent reel , wor k z.nd 
liC t . 

ooell , ball of t ae ilen doll'll here tu.ve stuoied under 
nic . 

That ' s right . 

Have e mor e prac tical c.pproz.ch the n somebody coming 
in from the out sine . 

•·ouldn ' t be engaged in any l ong Ph . D. thesi s that 
1tould be r eady t wo years f rom now. 

" couple days would be enough ll week . Woulan ' t 
htove to be here continuously . 

He himself wouldn ' t. 

He could do some of it out in Caicago . 
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~ome of his own men could do some of it there. 

"nd he'd have the r espect of linybody here, wouldn ' t he? Whet? 

I don ' t think anybody questi ons his ability . 

No, and he 1 s sufficiently scientific end objective 
so s omebody could present n different thesis end 
expect 1 t to get en excmina tion; Lnd there will be 
differences, un~uestiontbly . 

Oh yes, but I mean they ' ve got to respect his 
&bili ty and nis intellectual hones~/· 

I think tltey would . I'm sure there would be some 
"no have •••. 

Of course, you !{now, you heve froo the ;~oint of 
view of public acceptance the feet that he is now 
President of the Americnn Economic Association. 

hke? 

Oh yes, tnis yeur . 

I .... 

Just electea this ~ecember . 

I didn 't know tntt. 

'fh& t •ould mean •••• 

I didn't know taet. Son-of-a-gun, he never told me. 
(To reporter) See that I write him e letter . 

Told me that wns onother one of his burdens . 

bee, the t 1vould be - t bat title - did he succeed 
to - whom? 

Hansen. 

•'as Hansen the one? Now, wht t 1 s the thing t hs t 
Randolph Burgess was the President of? 
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~tLtistical Associativn . 

on, ne 1 s on th~ sta tistical . 

Unless somebody ' s go t - a ny body t hink • ..• 

There ~ re some more 4 uestions tha t you ' r e going 

hre you ( Lubin) still discourbged? Uon ' t you think 
tm t .. • 

I thinA tae t - I ~ell you, I' m going to be discour
r.go!u .Jr,til I see something substtntial . 

Ti,, t 1 s <·ll rigbt . Lis ten, if ·•e c~en get old l'l£n 
·"" .,~ v..,l t t o a gr&e t o d t..finc Jus t one thing, if 
•e .,uc.t ulc. oce thing , if «e coulo get hio to oefine 
tn€ uover~ent1 s field for investment, that migh t do 
otor.;. t.J r er.ssun buslne;;s thLn t.ny thing tht.t I know 
o f . dun? 

Thart is t nis t o be sLtid , ho>~ever 1 about £ own in 
cn~ 1·ge of tnese stuuies . I ' m t nrowing out a 
I t wi;,;ht be bette r t o I! ~: t s omebody other tn~<n those 
.vn.:> ht. ve betn mentioned , .vho is no t generully :mown 
1.1r rtt:b roea t o be yt.rt.isf n to < ;>t. rticultr point 
of v iew . Viner is . Jeybe ,,e c~n find someone m1o 
is not s o «ell ~no~n • 

I won ' t decide it ~ou&y . 

•ho!rt r.re so~e mora ~ue~tion~ , if tn~ neA~ copy is 
to be tne fin!il c o ;Jl' 1 I 1 d 111<e 

Ple:;.se . 

'lo oVbci extent <J re the hurop~an develop::lents li.<ely 
to constitute a drb~ on r ecovery in the United Stat es 
dw·ing the ne>rt t wo ye~rs, : nJ whiJt steps, if s.oyl. cf)n 
be pr ept~red to d efend our IJC'momy from eaverse eftt~cts 
c"Ding f r om abro~a? In o ther .~ords , intr oducing t he 
foreign sitm.tion. 

G"'oa . 

Thon ther~ is : nm.t l•ill bt< t oe net contribution 
tn!lt ~he Pecerol Gov~r~ent Lnd, if &scertair~ble , 
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t he sthte a nd local government s , ~ill make t o the 
volume of buring poNer in tne hunds of peonle in 
l9J9-194J? .Lhs t ties up VIi tn one of t he other •.• 

.out when you s oy 11 &br oud 11 I 1 <1 use tne word • world n 
bccauso , f or i nst ance, our l oss of mcrkets in the' 
rcr ... t st 

.t~;;:.;; "ell, t het foula be included . 

I ~~Ln I' d make i t • ••. 

Oh, I said " l:.uropef.n," di dn ' t I? I didn ' t menn thLt . 

/.no l..~:o tin runeric~: , t oo . 

Yes • 

~>nd t uen t oo - I mention t nil:l l as t because, if 1 
remember correctly , you monti..;ned it, LnJ of <'olu,.,.~ 
i t ' s ver y important, but I don ' t know whether you ' d 
wr.nt i t: To wh~t extent l s tho r edistribution of 
nt. ti Jnt, l i ncome necess~>rY for the mainten(.nce of a 
r ising national. income? Pretty general over-ell 
'luestion . 

I ' a li~e to go furth~r , not only -first I •d like 
to explor e tne mni ntenFnce of nntionhl income once 
y~u ~~t i t, tnd <econdly, the CLi nten&nce of e 
risill£ ..• 

~tint~nence of ri~inJ nbtlontl inco~e . 

"nyt.ning li~e th~> t you ,,~.nt to put in i s all right. 

'Ihmi •m •:onaer lng i f in t.ho first part of the report 
it might not be stuteu - tht t is, if you•re going to 
pr esEnt t his t o the ~resident; if you want to do it 
onlly, pertups - thtt 1t i s J)l'oposed t hat th6 
riscul and Monet ery ~dvisory BoLr d present a repor t 
embouying the finuings on these va rious subjects, 
and bre~k it aown into t.hcse immediate causes &nd 
more besi c caus es ; tout the~ be given permission 
to c a ll upon .• • et cetern •..• Unless you ~Lnt t o 
t.o toto t or &lly . 
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in£ t ~~rt I ~un 0 ive o r a lly . 

,•,e tnought tna t chart mi gh t be attached . 

Yos , I can give tha t or ally. I s t hat ell right? 
1 c t.n give t ha t or a lly. 

lhe t nought in my mi nd , Yr . Secre t er y - i f t he 
risccl and Mon9tory ~avisory Boar d is going to be 
respons i ble for these studi es, you might d sh to 
hovt> t f ew names t o pr esent to t hem, r Etber t aan 
selected ahead of time . 

'l.ou ... eWl as t o wha t ••.. 

••S to :mo ' s goi ng t o be in char ge • 

•• ell, you poli~iciLn . hll r itht . 

"nybody els e got &nything? All r i ght . 
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SUbJect: Out line for analTeie of f actors determining the 

level of national income 

I. 

:78 

After declining from $79 billions in 1929 to $46 billions 

w 1933, na tional income pa~ents rose steadily until 1938, 

when theT dropped baolt to $6lj. billions a fter reaching a figure 

ot $69 billions the previous year. 

Although national income in 1937 was $10 billions less than 

in 1929, yet factory employment in 1937 equalled that in 1929, 

and total non-agricultural employment was only 1 , 000, 000 less 

tl14ll tho 37 ,ooo , 000 employed in 1929. The total volume or 

industrial produotl.on in 1937 was within g per cent of the 1929 

letel. 

If the rise had continued at the same rate without intel'

ruption, national income would have reached $80 billions in 

1939· A critical analTBis should b e made to detel'!lline the 

causes of the setback from the favorable 1937 level. 

II. 

Tho setback in national income in 1938 has been attributed 

by various people to a number of causes, which need to be 

e.nalyzed and appraised as a guidance to future policy. Among 

thee are: 

(1) An over-accumulation of inventories . 

(2) Excessive sp eculation in commodities. 

(3) Consumer res istance to rising pri c es. 

( ~) Deflationary effects ot incr eases i n reserve 

requirements. 

(5) The curtailment of Govemmert spending. 

(6) Labor difficulties, inoludi.ng rapidlT increased 

wage rates and sit-down strikss. 

(7) Shortages of skilled labor in key positions . 

(S) A too-rapid increase in production costs. 

(9) A decline in new construction. 

(10) A contraction of the market t or new capital i ssues. 
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(lll Government tax pol1oiu. 

(12) Ualadjuatment ot prices, and prioe rigidities. 

(lJ ) Fear ot gold price reduction. 

(lll-l Government ooapeti t1on, 

(15) Excessi n ehort-tel'll installlllent buying, 

III. 

It ie propoeed that an inTeetigation be aade ot certain 

~ental taotors wh1oh may have b een significant in bringing 

about the decline in industrial aot1v1 ty in 1937 and 19)1!, and 

wbioh 11181 s t and in the way ot inoreae1ng the national inooae 

in the future . Speoitic reooiiiiD8ndat1one baaed on the ti.Ddinga 

ot these investi gati ons sbolll.d be aade in order that pol1or 

eight be fol'llllla ted which would lead to an increase i n the 

national income. The foll owing are merely suggestive questions 

tbat point to the l inea that the investigation might follow: 

(1) What important indust ries have made less than a 1 

(2) 

(J) 

( lj.) 

(5) 

(6) 

proportionate contribution to the increase in the 

national income in t h e past five yearaf What im

portant induetriee have made more than a proportionate 

contribution to the inor eaee in the national income 

in the past t i Te yearst What oan be done to convert 

specific indust ries to a stimulant to reooveryt 

How tar 18 the olum t hat new investment is being 

seriously blocked by epeoitio Government measures 

Juetifiedt ( Speoitio expansion of new investment 

in plant e~aneion and rencvation during the past 

t1'10 1 ears , ) 

What are the souroee of new capital inveetment tor 

plant expansion and new industrial deTelopmentt 

Oash aseetet Borrowingt Sale of equity eeouritieet 

To what extent are depreciation chargee not being 

reinvested in replacement ot exis ting plantt 

Do industries or epeoifio Tenturee with reaeonably 

bright proepecta haTe any d1tt1oultr obtaining the 

desired capitalt 

In what industries should capital be i nvested during 

the next two yearat 
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~~t i s the volume of savings avai lable for invest
ment during the next two years? 

How much would substantially lower rates of interest 
to borrowers of ca~ital for production of capital 
and durable oonaumera goods increaae borrowing? 
What can the Governoent do to lower such rates of 
interest? 

How lm~ortant would a longer rat e of amortization be 
as a stimulant to production of durable goods? 

Does the lack of adequately trained okilled labor 
constitute a barrier to t he expansion in any i mportant 
enterpri se or industry? 

(l l ) For what apeoific products can we expect a sub
stantial increase i n exports during the ne~t two 
years? 

(1?. ) 

(13) 

(14) 

(15) 

(16) 

(17) 

What port ion or our tax structure aerves substantially 
to discour age new investment or plant expansion? Are 
t here any modifications in the t ax structure which 
could be adopted which would st imulate recovery? 

Vfuat t ypes of Federal Government expenditure operate 
t o increase t he national income moat , and nhich 
least? To what extent ia it possible to shift from 
t hose that increased i ncome least to t hose that 
increase inco~e most? 

Is there a ny Justificati on for t he claim that 
governmental spending on publi c works or WPA projects 
results in a decrease in spending on the part of 
private enterprise? 

Woul d a substantial increase in the public debt during 
the next few years have any i mportant effect on 
Government credit and industrial aotivityT 

Are there any prospects t hat inflation will becooe 
a problem in the immediate futuret 

What measur es could the Government take, either 
independently or in cooperation with State and local 
governments , t o increase Government i nvestments in 
self-liquidating enterprises without competing with 
private industry and without adding to the budgetary 
defioitT 
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Would the maintenance of a subetantially higher 
nat i onal income (at present price levele) require 
a change in the existing ratio ot eav1ngs to oon
eumption! 

It has been olalaed t hat private i nduetry by iteelt 
cannot profi tably abeorb current eav1nge. Were thie 
true a continued national income ot ISO billions or 
more .auld be 1mpoee1ble unleee the Government pro
vided i nvestment opportunities tor capital through 
public works, etc. What evidence is there t hat 
supports this ola1m! 

How large a volume ot unemployed muet we expect to 
make provision tor during the next five years! 
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NAT!OHAL RESOURCES COMMITTEE 
NORTlt IKTtiUOft BUII.DIHG 

WASHIHGTOII 

l'ebn&8l'J 9, 19)9. 

Tbe llonoreble , 

Tbe l;eoret8l'J or tbe Trea8lllT. 

I will be pleased to baYe )'OU note tbe cclosed 

copy ot a letter I baYe tbla date wrUtc to llr. 

R~d L. Buell, Editor ot J'OR'IUII Round Teble, on 

tbe subject or goyernment spendin6. 

Ellol. 

Signed 1n the 

Sincerely yours, 

7~a. )., .. ~ 
J'redar1o A. Delano 

Cbalnoan, Adrtaor:r Cooaittee. 

abaenoe of Mr. Delano. 
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NATIONAL RESOURCES COMMITTEE 

IIORTH INTERIOR BUilDING 

WASHINGTON 

llr • .._. L. Bull, 

1_. t,u. uuer, .ia•II&&,D 
ts- ... 1.11'• Bw.U4J.ac, 
lloetat.Uer C•hr , 
1 .. Ton, •• T, 

:83 

I luln r .. d aa4 n l"eZ'edlAc tile I'URU at tluo JOatWI .Ro.4 'fqle 

Uaallaaloa, I llaYe b- a -••t at \lila ~1• tv ttn w an '""• 
ad I ooacra~h 7'* ,,._ tlle - 7W an 4olac, I 4a an MU-. \M\ 

tbero u ~ •111Pl• •-· ud I • lQNa..C win tile t an t~~et a_.., 

au.r )eOJle. ~. axpn••1AC oplaioaa, aitller llan ~ot an4le4 tlla ,unta 
or ere r.qtq oa 10'14, e14 tullloaed pre,.aloH, I t 1e ao ron..ttoa • 

tbe .ol4ara of tllooacllt at a llaa ... ed yee.n ... 110ra CD' lau t llat \UU -

olaaicma tll.oo. an1"'4 a\ do aot applJ to t he pl'Otll- of todq. I\ we ta 

a R .. •-•1'7 nd d t be U• nat B•j..ta 7J'Ulllll u .. .c a4 tlla •iiiPl• 
tor.!& lle proulled ta .P..., lltu.ut• • ''-••• sa. obrtoul)' t11a 1'1pt 

.. e, bat 1'RJ t .. ~e wwl4 -c:r- with it tedaJ, 

'Ill• ne Worl4 War bee- 1ll 1914, I th<MI&bt tbat the ttauoiel. -

.. ,.. ript n.. n., 'beu ... .c u eoald aot 1ut ..., -tile ~~-- at 

tba rah o r ~dlq tllat •• tlloo. sollll oa, all ttaaaot al rnaaro .. -u 
h eUal&ated. low WJ'Cia& \bat oplalOD wu llaa baoo. IIQ}T d_. .. nted, I 

tblak tlla\ - ~4 aotal7 "7 that no war ua ... cr beoo. etopped '117 -

ot ttaaetal ntnau•. 

I -tv 1t tllaro an t• tllaol-d people ta t'b1• oODti'J no -..4cr

noa4 tiM JN'1-. 1ft ala• - *" Ut .la4 :ret, t• t-··4 peotle 1e 

• "' "" -u .-cr ta a ,.,U.Uoa at 1)5 .uu.. Oa n e other bad, I 

beu .... 1a ,.., I 1-•• 1a ·~ aJ.aaa a coot ~ :rear• .... - 11 ,.. 

- n au a :probl• aoueot}T aa4 tornl.ate tile eq~~&Uca, the eolatica la 

~UY&l7 ., .. ,.. I t 1e with nta tb""''lt t llet I heart!U -.:raftlata 

tile I'OimiB a-. 'fula ca na woft u 11u _. .. au.. De aot cat 41e

oovqe4 '117 tba dlYeralt:r of eptaica, lnat \1'7 to ..,..e oa • net-t ol 

tile ~1-. fta ott .... f1CVea ot t• allll• • ....,., .. MT aat

T81'J ..-. h MT - tllat llollt at tiMM \a .UUoa are, JIJ'M'leellT 

.,..the. -~le w ~· r. al7 pU"t-tWe, * - •• ta 

aiWoa sa oa1:r .... , '*' o1 , ... ••r .. ua, w111.a ta an • .uJiri.,....... 
blc n.ue. ~ tlla .,. • t• nat t~~a ,.._ -. .. -.lar.C • ..

...... - hr_. ~- alllllata uenai\U.-' l&ft7 * M:l• fill 
tile ,.. 1 ... ron-eta. 

'fllaro l• ... calnl •-u• 11111u I t.llUit .., - at •"" ,_. 

-.J.4 .ue, .. tMt ta \Mt ~ u ao •Jaettca to \lla hUaft 41-='• 

- 1t l\ u... t.a - - ta ...,,_ potau or .s... liNt at u ._ 
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....._1-.Ma,...e.lw'ts .... _ .. , , ..... . 
•uua .. ,, 1 _. 'r ...._ • • c .-.... 1M re • • ..-••lW_.._,..aA._ ...... .,, , ....... ... 
•Wla "" 1 • lw - wltMat •1 ., ......... lao a~ • • 
.. ~~~~nw..._ ... _ ... z..uunw--. 
o..w at wltlllllw •U~ ,._ tt1 11•"•1 ertS'O'ltr .a .._ 
.-. •Un ,..,._ • JftftW eQilW w w Ullw tM lee .,_ t1 -* 
t.- et JftftW la9Mt at .. ..U -'' la llltl..ee 11aa .a tM 
.,.U.U• ~- wwall'n•rou, .... ..,. ,.... 

hI hftl .&.. DwJ•a ....,. .~~a.-a"-

C'.C:..El 
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NAYION AL RESOURC ES COM MITTIE£ 
NO RTH INT.RIOR BUILDING 

WASHINGTON, D . C . 

OFFICIAL BUSINESS 

..: ... .._'-.,.., ··o• - •v•..a \1•• - ... v .. • 
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,.,. ... ..._.,... ___ ..... .. 

'l'be llolloreble, 

'l'lle 8eoretiU'7 of Ule Trea1111Z7• 

0 
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D EPARTM E NT O F COMM ERCE 

OFFICI: OF THI!: atCR &TARV 

!Itt Honorable 
Tilt secretary ot the Treasury 
11eshiJ18tOn , D. C. 

:::, deer :z . se oretary 1 

WASHINGTON 

February 10 , 1939. 

Statistics on t he nationcl inccm, are being used mor e widel y then ever 

betore end wo in the Department ot Coclmeroe are aomovme t concer ned over t he 

leek ot unl.tormi ty ill the est11:111tea end detilli tiona adopte4 by speakers, 

wrHers, end the pr ess . I em oddresaillg this letter to o nWllber ot men 

in the Mm1nistr st1on in the hope that •.e me,y all use tho eeme f i gures e.nd 

detini tiona. 

The tollow1Qg estimates of income' are prepared currently by the 

Deportment of CCUlerco, t he first tno annually e.nd the t hird llXInthlys 

1. The nati onal income is defined ea tho net value of all g oods e.nd sel'

vi<ll produced end represents the yield of our entire econocic acth'ity·. 

'!'Ilia eppeera to be tho moat ~ortent meeaure ~m~lloblo on the perto=ce 

ot our economy, Tho 1937 total was G9 .8 billion dollaro . 

2, l!atil!lltes ot illOOI:le peid out measure what business enterpr ises pay tor 

the different teeters ot production , necely, lobar , capital , D!lnsg.,..nt, end 

l11nd, National i ncane end i ncome peid out differ by the amount of sev illga 

ot business enterpri seo. In 1937 incane paid out total ed 69,3 bi lli on dol lara . 

3, ':Ontb.ly estimates or income pe,ynenta measure inccne received by indi

viduals . These figures ditter trom income peid out i n that certain itecs 

eccru1ng t o individuals ouch 8S Soci al Socuri ty deducti ona ore r eplaced by 

actual receipts ot ind1viducls such es Social Security benefits. Also, 

41rect relief i a included in this ceaaure. In 1937 inco» pe,ymenta totaled 

69,0 blllion dollars. 

It yQl lwvo tho t1tle and viOuld be intareste4 in discussing tile noti onal 

lnco!lOI, I would appreciate the opportunity ot having Robart R. !!ethan of my 

:Jepe rtlnont talk the matter o'fllr w1 th you, A copy of 8 bulletin ent1 tled, 

"Income in tho Uni t ed States 19U9-37, • 1<hi cll \'IllS released eome woeks ago 1a 

1ncloaed. Tile figures on income paymento ror the tull yeor 1939 hove Just 

been releas ed end 1 om inclosiQg a copy ot the r elease tor your convenience. 

I 4o hope that we can , by coofinlng our t1gurea to the ott1c1el eatlD>tes ot 

t he Deportment or CO!lDorce , help t o br1rg about acme degroe of unl.to=l.ty 

end o bottor understanding of the mt1onel 1ncomo . 

Your3 sincerel y, 

~t~~ 
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lor Imned1Ate Uae 

m:P.l.M'Kli:IIT OF COIOIZilOB 
Washington 

:i.81 

IIICOWB P.t.DIIII'l'S 
J&DU3.1'7 25, 1939. 

Secretary of OoDrl!lerce Hnrey L. Hopldna today announced that iDeo• 

received by 1ndiT1dllllla in the United Statu in the form of Wll(;ea, aal&riea, 

Urldends, interest , entnpreneu.rlal ineoz:~e, rente, relief, &Dd Social 

Security benefitG totalled more than 64 billion dollars in 1938, The 1938 

agaregat e of 64,2 billion dollars was 7 percent below tbe 69 billion dollar• 

recorded for 1937. The drop in the pu.rchaaing power of con ~~~~:~ere &rhine 

frolll current incoM wae SODel"lhat aoaller than t he decline in tha total 

dollar income, tinea lirtnc coats were elicJltly lower in 1938, 

While income payments in 1938 were 40 percent bigber t han in 1933, 

t.bey continued 18 percent below tbe record level of 78. 6 billion dollan 

for 1929, The cost of l irlna of urban wa4e earnera averaged 14 percent 

letter in 1938 than in 1929, indicating a moderately lower real income in 

1938, 

It .,.. pointed out by Secretary Hopldna that tbe I\U1 of incoz:~e ~ 

aents to i ndividuals is not identical with the total national income, wbiob 

represente tho net value of all goods &Dd servicee produced within a given 

)'tar, The diff8NIDCe between tbeee two 864re&ate8 1a accounted f or 

Pritlari.l y by urtnga of bueineaa enterprieoa. Generally in the aore pro .. 

Porous yenra buainess unit e retain part of their net product ,and income 

disbursed t o individuals 1a thereby l eu than the national incoJ:MI, !he 

..,.1mt retained by busineu entarpriaea 1a oalled poaitlve buaineas • "" 

1ngs, In ot ber years dieburaamenta exceed tbe value of what 1a produced, 

and thia difference 1a callod negative buaineaa aavinga. 8uft1c1ent data 

' 
are not yat available t or accurat&ly determining buaineoo aevings for 1938 

'bQt it appearo likely that they will be neptive, &Dd that the national 1nco• 

1105 
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will be aomewhat bel ow the 64, 2 billion dollars of total i ncome pet~~enho 

'i'he eo01penaat1on of e~:~plo;yaea duriDI$ 1938 t ot alled 42. 1 billi on 

dollars as a&ainst 45. '1 billion dollara received b;r e01ployeea i n 1937, 

repreaonting n decline of 7 percent . 'lbe income of employeea at tached t o 

tb8 coc:!IOdi t lJ"'produ.cing industries dropped 18 percent f rom 1937 ae a r.

oult of tho aberply reduced level of induatrial product ion. Salariea and 

wages in the transpor tation end public utilities group of indus t r i es were 

8 percent lower than in 1937, accounted for larsel;r by the sharp drop 

i n the eoc;?611&ation of eteao>-railroad empl o;yaea. P~lle 1n t rade and 

!in..'Ulce were ott only 3 percent end in the service induatriea (inclu41ne 

~;ovorruoont) wore onl y 1'1·aetionally below the 1937 levolo 

'lile 25 percent decline 1n dividend diaburaeoenta in 1938 waa the 

aharpost drop for any type of incoco Pf'¥110nt . 'lbe eJttent of this decline 

ce;y be accounted for i n part by t he chango i n t he undistributed profit& 

tax. In contraat , intcreat paynents were only fractionally lower than in 

1937. Belief and benefit )le¥Cents of all types , 1nelu41ng worlt relief , 

direct relief, and unemplo)'1:lent-insurance benefits t otalled 3, 8 billion 

dollars, a gain of nearly a billi on dollnra ove r 1937, Social Security 

benefits alono were 374 million dollars higher in 1938 than 1n 1937, P8ll"' 

cents of tbeae t;ypea conat1tuted about 6 percent of t otal 1nc0!!18 re<:ei ph 

of individualo during 1938 ae coopared with 4 percent a year earlier . 

i'he Bureau I a seasonally adjusted index of i ncome payments advanced 

fro;, 83, 6 (1929 = 100) for llove;;aber t o 84, 5 for December, as coopared with 

tho Yearl a low of 80. 4 for Jla¥• The index 1n Deceaber waa leas than 2 pe>

cont below a :rear at:o , and with the coat of livinG about 4 percent lower 

than in Dec&l:lber of 1937, an increased now of real income was i ndicat ed 

( '"• r the correaponding month of 1937. The aeaaonally ed,luat ed index f or 

Decenber 1938 waa nearly 60 percent above t ho depr e aaion low r ecorded in 
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JlarCh 1933. 

Alter aA~t=ent for the usutll seasonal CIOVement, the index of etljlloyuel 

co!:!P"neat1on rooe to 86, 3 in December from 84. 6 1n lovember, this increase 

be ill& the a:oa t pronounced of the current recovery movement. Aa a r esult of 

the 8\IBt ained i"'J)roveoent in recent monthe, the index f or December wae alight-: 

l)' hlflher than i n t he final month of 1937, end w1 thin 5 percent of t he r&-

cover)' high ·of 90. 8 recorl.od in AlJ&Uat 1937. 

I:ICO'.!E PAY!.IZN'l'S 

llontha Years 
Dec , Nov. Dec. 
1938 1938 1937 1938 1937 1933 1929 

!otol (.Ulliona of 
dollara) 5,945 5 , 296 6,454 64, 184 68,973 45 ,921 78,574 

Adjuated lnde:t - Total 
(1929 = 100) 64. 5 83 , 6 85. 8 81.7 87, 8 58. 4 100 .0 

&.p1oyoeo1 Compona~-
tion (:nillione of 
dolla!·o) 3,708 3 ,669 3 ,659 42 ,080 45 ,364 29 , 591 51,478 

!<\Juated Index -
ll::ployoea1 Compen-
G&tion ( 1929 .: lOO ) 86. 3 64. 6 85. 1 81. 7 00.1 57.5 100.0 

Dividendo and lntoreat 
(cilllona of dollara) 1 ,079 450 1,595 8,186 9 ,5i3 7,068 11,331 

!lltrepreneurial Tl1 tho-
4ral>ala and net renta 
o..'ld royal t1 e 1 (ail-
11ono of dolluo) 1 ,030 1,055 1 ,103 12,348 13 ,040 8 ,634 15, 717 

Social Security llon&-
fits & direct relief 
(oi1Uona of dollars) 128 12? 97 1,570 1,00i 608 48 
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UNITED STATES DEPARTMENT OF OOMMERCI 

Btlll&AU OF FOUIGN AND D01DBTIC COMMUOK 

INCOME 
IN THE 

UNITED STATES 

1929.37 , 

, 

November •.938 

• 

10 Cents 

. " • 

-
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Re~earch Activitiel of the 

BUREAU OF FOREIGN AND DOMESTIC 
COMMERCE 
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nLa bt.alltUa 11 ODt ot a Mr1M or ,v-.uoauou preparM bf tbl Dlp&rt..Dt or 

cou'"' oo tht au.•J.at or laO .. 1a the Uaue<t Stet... n. or1&1Aal atudJ u t!l.la 
aerie• ..-aa \IJidtrtallea 1a tbt Dhlaioa ot lcoooalo Reeearob or the lvi'Ma ot Poftilp 
ud Doatttlo co .. rot la rMPOQt to a S.Ut.t r .. oluUoa. Tbt rttuHa appeared 1A 

National loco•• · 1129-31 (8. Doo . 124. 7&4 Coo& . • 24 atat.) . Io ad4itloa to brter 

u uarua or tht UDual .. uaatM wb.tch baYt app"r~ to tht '""''' or C\lrr•t helDIM 
the Dtpart .. at b,. alto pvblil'b~ • lar&t •olut taUUK "lfa\loul taoOM 1o tbt 

UoHtd Stlttl, 192$-35." IDd a hllttiD IDtitlK "latlOUl bo-., 192'9-36." !'bt 

prtltDt pll~l1cat10D preaeata ~fJ tatlaattl or lDoo.t tr iaductrltl IOOfOI &Dd tr 

trpt or ,,...at. alooa •tt• • -.ritf 411cGM1oo or U:e ooeoept.a u4 tbl ,, .. ,.1 •tbocla 

lDYoh'td. lD Uti prtptraUOD of U.. MUM\.M . 

1\h bcalltU.a na prepa.r.S 1a Ult taco. Stotloe or the Dhlaloa of lcoaoaic 

lNtlfob. nla work la ...S.r the npen-idoa of If. H. l:lalt. 4aa111l1Dt Director of 

tilt lurtau or r orelp u4 Ooetatlc- CGE~tret. 'the .. tlatM Pr-Mtat.td t tl"ti.S.. nre 

ptepaftid wadt r tlat &tDtral d.iuouoa or l.o'Hll J. Chlntr. rutC or Ult Dhl.alOD or 

l cocaollio Rta .. rcb. t.D4 uad.tr tbt t.-diate 1\lP'If"t'laloe of R*rt R. •thu, Claltf of 

tbt tcooee Stotloo, wltb tbt ... ut.a-o.c::e of Rlob&nl H. cr .. tont. latlatea 1D the 
,ulova t1tld.e were c011plll4 bJ Ult foUowlDI Mllblrt of tbt atatt of the J:cac:o.e Sto

t.iOA: OtW11d Mltlato, Pf'ldtriok 1 . Coat, Ktrau LUllto, Joha I . Jarratt. Jeu L. 
ltnnttt, Anal C. Doner. G.ladp Crttr. a.od &ho 1 . Jltttd. 

Crlttt'lal aokoowltd&Mta.t ie udt to oUMrOI.lll publio tGd private oraaolzatloaa. 
u well •• 1a<U'f14uaia. tor Utlr 1pltodid. oooperattoo. -.cJal eratataoo• wu reo
dtred t1 tbt loco .. Taa UD1t of tbt tur.au of Iattraal Rt'ftlut: t~t lurta~ of tbt 

Ctuu.t; tbe !urtaa of l..abor St.att.tloa; t bt Ua1tt4 Stat .. lliplo,_.t Stn-lc•: tU 

lA\trttatt Co ... rc• Ca.aiaaioa; tb1 Ftdtral C~ioatioaa co.at .. toe; lbt .. ritta. 
eo.t:tin; ud Ult Dhiatoa of S.tatiiUoal ud Miatortoal R.tHUOb or the lllrMll or 

A&rtolllturallcoaoa1oe . 

Altaaadtr Y. o,.. Dtreotor. 
kt9&U o f roretp ud Ooetetlo eo-rc• • 

• 
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Ii ia n.u•ttd U..t U.. ,...., refer to C'Upt4r 1 

• hert tbt ,,,_ an deflMd 1114 u.e o.o.pta eqlai.Md. 

talu a dttaU" ualp11 ot tU a'\.aU.auoa. 

of U..U bellttb, 

Cbapter n ooa-

Tilt naUoul booee, wblob teptH•ta tb.e ut Y&loe of all &OOda aM MniMe 

prodvotd 1D Ut UDited StatN. lacreue4 ft<le a.S bUlle. doll.,.. 1a 1N8 to ... 1 

bUUoa doUare ta laT .. a pia ot 10 pl'rceat . The 193'7 l"tl of aaUOMJ. t..c-...,. 
aear11 30 b1111oa dollara atcrrt tbt 1132 to\.al, but wu approxtMttlJ" 11 bUUoa 

dollar• btlow the reootd total or 81.1 bilUOD dollare tJUuted. tor ltH. All Mjor 

tMatrlal catt&oritt, except tbat of &O'fttalltot ,.nlot. ooatrlbuttcS to tbt 1AoNUt 

lD lt3'7. Ttt aodtratt Mou .. 111 &OYt~t Mnlct .u a ....Ut or a 2$-perc .. t cur

taUMit 1D wo$-Nlltf ftCM. 

Tht ntlonal taoo .. OD a per capita butt wu I IWO h 1m, at ooap.ared wUb 

~~,. to 1~ ud tb• low or P20 1A 1932 . Tbt record lt•tl or 1929 wu M6$. !bMt 

&'ftrl& .. art ob\&1Dtd b7 diYl.cUa& tbt UAU&l ttU•tM of U.t aatloe.al iaOOIM bJ th 

ott1o1a1 a14Jear popalaU• MU•t• of U t larMa of Ult r:.uva. 

rtuotuatiou in th quut1t7 or 1~ aa4 ''"leu produ.oed. aHboucb not aubJeot 

t·O pttcia• ••uu~••At, ••~ obv1ou.tl7 or INCh 1 .. 1 w~t~-Uudt tbu t h• var1atlou ia 

dollar 1Dcoet. Tbt 4teliat or eo perceat 1& \ht aatioaa1 i.aooee rroa ltD \01932 ... 

&eCOIIIt"Ultd b7 a U...,.rceat drop 1a tlat hrw• or Labor StaUetice ~oln:al ... riot 

1D4u &ad a 20...,.rceat drop 1a tbt loAaa o r t..bor Staueuee eoet-ot-U•Uabdu. 

•lao, eubaequ•Dt to 1932, wholteal• prieta IA4 llYiDI ooata lnor•aa.ct alone witbtht 

,fla la lnc.o••· ID 1937 the a&Uoul Uooet ne 14 perota.\ below \bat or 1929, u 

COI!P'rtd witb 4telia.u or 9 peront 1D wl'oltN.lt pdc" aad 18 ptrcP\ 1• lba co•t or 

llY1Ac . Tbua l.Dd.lcett nel 1acoea 1a ltsT c1ost17 approa1Mt1ac \Dt or 1921. It 

stlot:~14 be noted. bOflnr# that the p.,..ala\loa or tb U&ltedStat .. l.aor.uedt-7 ••rl7 

8 alllloo~ or 8 parotDt, r·~ 1921 to 1131'. 

Co-.41t1-9rodv.olacl.Ddoetr1ta, wblob 1Do1u4t uavtaot\lriD&. acrlo\11\\lrt, alalac. 

cootraot cooetroo\loe, &Del t1Ktr1o U&ht aacl pont &Gd ..._utaotaM pe, accout .. 

tor 1taa thao 40 ptrcta\ ot tbt total uUOMliacoet 1D lt37. 1't.e oo-odi\,...~IKlt.ac 

lodue trin, which ta.ol\Hle trutpcntatioo ud tndt, cOAtrlbv.ttda .. tl7 20percut to 

tht aationa.1 tote1. Tht atr-.lo...orMtlllciDd~'l\tlta. 1nolu41A& oouunloa\lon, t1ouot. 

&OYttDMa\ aarrlot , ud a1actl1U.o11e, aocoute4 tor \ht beluot. 

Tbt 1J&o14eace ot tbt dep,..Mloa tro. lett to 19ol2, •• ftll " tbt racn•rJ •• 

nqutat to 193:2. • •• aoet P"DO'I&Dcad 1D the oo.o<Ut7""'9rochtoU&1DdUH1N . The ••~ 

taohlriD& 1Ddut\f1 aooouttd tor ' lA perceat ot tbt uUoa.a1 1ac011t i-0 botb lnt ud 

19n. tt coaplrtd with oa17 14.1 ,.,_.t 1a 18)2:. Go'Ytrueot ltr'f'1ce. tJCohdl.q wor·~ 

rtlitf acUdU ... cODtr1lNt.td 8.1 per~\ 11 UG:e~ 1e .8 ptrc•t la 1~. u4 10.1 

Plte•t 1D 193'7. 
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u ualytia ot tltt rtoe-tu\1oa or illca.e pei4 out. bJ tJPe cr ~at. b41catea 

ttl ,rtatut nriatlou 1D d11'1<11Da ud tb aa.Uts"t 1'ar1at1ou u 1Atenat pa,..D.ta. 
Co.ptlaatlOD Of l:llplOJHI .... ri.S aoMft&t 1 .. 1 t.bu did d.h-iditDd paJata\.8, Ia 193'7 

total tacoH paid ovt wu 12 peroeat "low tbat or lt29, aa CMpa~ wilb decua .. or 

9 ptrotot 1a the co.-a.tatto.a. or t~loytee, 11 perotDt 1a 4ht~a48. and 10 perctat 1a 

ll:tt,.l\• 

Total oo.peneattoa. or t~~plor••• aooount-td tor 81' · • percent or loco .. p&id out in 

1937. Thlt oo•par.t with &5.6 percent in 1929 and 84. 4 rarotftl 1a 1932. The propor

tion •blob i nterest nprtetnts ot tht oaUonal iaooat iaortaetd Jubataatiall.y troa 

1929 to 1932, and then decreased to approxi•ately tht •••• proportloa 1a 1937 as in 
1929. Dh1dtad.8, on \ht o\btr bud, dtolintd tubttutlallr 111 rtlatln icport.act 

tro- 1929 to 193.3 a.acs iuortued thereat"ter. 

Th rela\1,. bpor-tanct or co.-JtAtloa ot .. plo7et1 1D total l.Dco• paid out 

nr1tl c.ouldtrablJ' rro• l.Ddustry to bdutry. Ia 1$31' l abor taco .. ac.eoant.d. ror110,.. 

tbu TS ~rctat of total 1ACOM paid out 1D &OnnaMDt, trauport.aUoa. coatract COD

stracUoo, ud aanutacturlllc . OD. the oUter bud. tbe co.peaNUoa ot e.-ploytet riP

rtstDt., 31. peretat. or 1Aco .. paid out lD e h ctrio Upt aad ~r &Ad aaautacta Nd 

p.s. 33 pereut la. tlDaaee. ud 17 perceat 111 llltlcaltore . Tht low perceata.&e la. ti

na.act 1a accowutd tor la part by inol.aloa or all ut reote aa.d roTaltlea 1D that 

tield . Ia ac rioulture, tatrepreoeurlal taco .. la tht l arceat coatributiac ele .. at . 

Becaua• or huce pleat and ·~uJ~nt invtat•eat la tbt tltct rlc ll&bt and po• •r aad 

aaoutactured-ca• 1DdU8tf1. dlYidenda and latertat are of relatlYtlJ crtat t.portance 

la tbil titld. , 

Tht per c&pita inco .. or t~~PlOYtet. convtrt..td to a tuU-U•• baaia, varied oloae

ly with tht coat or llvlac throucbout the period troa 1929 tbro~&h 1937. lb1lt th1a 

1Dd1cattl that the avt rl&t annual real tncoat did aot nry ooo.tldnablJ tor tuJl-U• 

••plot•••· lt tbould be noted t hat there waa ooatldtr&blt UAt~lo,..at and part-tt.. 

•I!PlOJatat tbrou.cbout t he period aad that oal7 a perUoa of total t~lo,ables coaua

oed la tull-tlae eaplo,..at. 

MoathlJ eattaatta or tacoae ~ata, Wblcb ••r.r •~-'•t t~ the etttaatea of 

lccOM paid out, 1Dd1cat.e a ~ak 1D the tlow of UCOIM to 1a41Y1dnle la OCtol:Ntr- l~. 
the lo• polDt of tbe depresaloo .... "'cordotd la * tob 1~ . .... tbt a4Jut.ed l.A~St& 
dKllaM to M . l pereeat oa. a 1929 but. ftle hct.a lao,.u..t to 90.2 1D J.qut ot 

1931 aAd dtOUD.td therealter t.o 80. -' 1a .....,. 1938. 11 Ootobtr the la4u had tlseo 

to ~.?. ud theN 11 e'l'i4ta.ct that a turther 1ao,.ue ooourte'd l.D Moyeeber 19$8 • 

• 
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fbltt are '" at.&t.1at1oal ......... of HMOelo aotl'f1t1M n.tob a.re or areat..-r 

atpUteaau. ud ftlob are at U.. - U• eab,Ject t.o IJ"M\er al..-.,..t.Mdia&. \Ma 

.. u .. tes or lDOOM. n. wt .... ,.... laok of adentu4.Uc of u.. ....,.rM .., be 

tractd so part to t~ n.rlelJ of ooaoepU ud t• ftr'Jl.ac t eNillolov edoptN br dtt

rtreat rlttaroh •ork•r~~ ia taa. !hl<l. hrtb.eraore. tbo n•r-laoreula& abaduo. of 

prtu.t)' data renl\.1 1D coutaat llpron.at la u.t.atlaC Mtlato. U.roqb 1'9Thlou 

Uld ea-teuloa of oo••raa• . ... la ... 1aooet •Uaat• be.M4 oa d.ifferMt ooaoepte . 

nttt tAqUtDt Clt.la&H OODtrU..t.e t.o tU ooatuioa~ Mt are Mnr\MlMn 4Mlnb1t 

u oew sou rce ••tt rlaln beoOM •..Uabh ud u the tlaHrJ of lDOOM 4e"10pa. no 

d.iscu••loa in t.bie brief oU,t•r oaa b&rcUJ hal wtth 111 of tbe probllu la t be tleld 

of 1aco.. . It. la laolocled prl.M.rll.r t o dotlu U.. ten. ud to dlacu. u. ....uc. 
Ulf'llllU18, aDd. Ualt.aU-. o f tM .U..\.M. 

x... rerwta 111111 "rw1•1AV 

la.oo .. entlaatea a, be preparN for a •arletJ of pu.rpoeea &Dd. la ecoord&Aoe trltb 

tht particular objeoth· ... • 111 d.lfter t• u.. u- laoltldtd ud b u ...... , • .Uok 

ou bl a\tacbed thlr.to. ,...., a ..... ,.. of \bit total M\pllt of U. •Ure ....._, 

• 111 dltter f~ a •ann of U.e total aaUoaal ooUli.,Uoa or troa lA •tiaat.• or 

total curreot par .. ata to 1D41Y1duale, or of the accr•s•t• r.oelpte or 1D41Ylduale. 

It 1a atCds.&rJ to ualp. defla.lUn tetM \.0 eao• N&nr .. at ud hrt.ber t.o dqorl bl 

Uao .. , . ... ud ..,_ ot \llo l'Maltla& tlC>I- · 

Jo tbla •lii4J, u 1a predou pGJ>Uc.&Uou of U. Dlparteeat of c .... rce oa W e 

au.bJeot.. UDual "tlaa\41 .... '""•ted tor bOth 1-DO ... prodaced u4 taco• paid o'll.t. 

1a ad41.UoD • ....,.1 uu•t.e• or laooee ,_,..at• to bdhlft&ln are abon tor t.ta. tlrtt 

u ... lJ nu. t.M ~t or eo..tNO aow p NMA\.1 tb,... •U.t.M of Uoo.e. 

I&Ob Of • hlcb h ~U.OU•e 1a Mfla1Uoe ud all oC ftiM ..... laipOttut .... 

Cetlaatea of t.M •aattoMl 1DOOM prodaced" - or .Ut ai&ltt blUer k tt,..... 

ur.l r t.ht •uuoul 1aooee• Moaue 1t u u. _.t taoluln OODOtfl- .. uurt u .. 
l!l1 n h t or all oo.od.lU• p,....oed _.aU ""10M,.....,... u UM ooUtr7 ta ..,.. 

J'l&r . ft..1a tot.al ou M ..,.rlbed .. np,....lla& tM 111M nl .. of all &ooda ud 

aento" proac.cl. al..Ra u.. "Yal .. of aU ,.. Mttrial• ud OIIPU.al .,.. • .,...\ oO&IIII8M 

HI tbe proo .. • •• of proda0\1011, u .., &leo be dM1patlfd u tM ••Jo• of eood• ud 

eenioN oOAHM4 plu u.e ftl• of addltlou \0 tM uUoDil ..UU. 4\&rlq t.bt ,..,. 

lt latiaal•• of 1DOOM ,.,_.ta oa a aatlllJ b&IIU ..,.., nrrMtlJ h tlM so,..,., 
or Cor._\ ... s-. 
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Ja tM prod.uoUoa of co.od.S.U•a tad M"lo•• bf "-aal.Mst eatarprl.Ma. V per

aeoal aerYlc.a aod capital ar. r.ra.t.a.d. bJ 1D4h14ule V or aur•t•!.•• of 1A4b~ 
d.lala.i/ to retura tor tUM Mrrloea, t.M MaluM utt.,.ris .. pa7 oot 1Aco• to 

tt• lndh'idll&la or •&&recat•• or 1D4hi4ula h tM fora or nata, a&larlu, dht<Seoda, 

later.al. tD\tepreuurlU wttladrawala. ud Mt reatt uct roruu ... the total ot tM .. 

H .. l hU l>MD ltBf4 "lAOOM peid out• U4 aay be d.taorlbtd II the CO:aptlll#IUCD p4 14 

lo u c.Hv1dualt tor penooal aDd c_,Ual ••nloea teD4tA4. Tba tera "lD<~o•• paid out" 

thou ld bt ooaaideted •• u abbrt'fUUoa of tN aort detor1ptln title, "iaoou pald 

ou.l b)' buolnua eo\trprltaa or otber aooao•lo tattrprlltt to 1od1•1duala or a.u,..1ate1 
or 1Dd1vlch1tlt tor ""1011 rtDCSertcS." 

talA)' one yur, tbe aaucul l.D.co ... or \be at\ ••l"'t of tht pro-duotof all tnai
llt,. uurpr11tl. aar be lar&er or IIUllar thaD tbt total lDooM paid o\l\ bJ au bul

Dtlt tD"tpriMI . to rean wbto \be uUct.d 1Do<•• uotKI lAOOM paW out, the cUt

!trtDCt lt oallt4 •potl\1" bcal»aa ••lap• ud ,.,,.. .. ott Uat proportic:a of tb 

Jtar't at\ pro4.aot rtta.l.Dtd. 'bJ 'bUlotn tattrptlMt . la rears wbe:a 1ac,::, ~aid oat 

u cttd.t tbt oatloaal laoo•. tbe 41tftrttot 1a t .tf'Mo4 ... ,au.,. bo.tllotQ sa•l.Q&a• &Dd 

r.p ruuta a dltort ... 1A tbe ott. wortb of tuLMH tattrprlan u a nklt. of tbt 

corr.ot ,_ar•t Optratloaa . Lat~r 1D tlUa oM,pttt tMtt 11 Nrtbtr 4.1acualoa or u .... 

MUartatD\.1 ud \Mit U.ai\.aUou. 

lbllt iaooat paid ololt, u 4tt1Dtd abo•t. r&pttttD\1 a "'""'b appro:dr.atl.cD or the 

t otal rl)w o r UOOH to ultl.ca\.t ccuuatra, 1t. ~&I auatrout cLtteott tor tbis purpoat. 

In an at.teapt to onroott these abortcoalA,a. ttUaatea or 10 1.DOO .. pa~'1Uata to iDdhl .. 

duah" bavt btn dtnl9pK, LDd they ba't't bttD pttpartd oa a •oothl1 as well as ao 

annual batlt. Tht "1nooae paid out .. ooaotpt 1a dtalsntcL to •atur. l.Dcoaa paid 011\. 'br 

busiaoaa tl\tttprlttl to iodhiduah tor ,.reoaa1 or capital tervlots currently rn

dtrtd . wbllt the ooocept or "lAOOM p.&JMI1\t to iadh'ldnh 1e dtelp.ed to ua:nart 

tht currut tlow or 11100M to ulU.J~,a\t oo .. uaera, re,ardhta or •bttbtr such ioocat 

l'tPtflfQ\1 a retura. tor .. "lota rt.re4. hilt it wou.ld bt dtait"'tllt 1A tbls at• 

u ritl to 1Golodt all papnta corrtDUJ tlo•lJ2.& to 1D4hid\l.lh ud uclWe all acon
ah •bleb do DO\ now 10.\o t.bt baada of 104h1d\lala at oaoe , an11&b1t d.at,a dOao\ per

e l t IOCla &dja.ltMIO~S 1a. ... ,., i.D.st&.D.Cf. , 'ftat .. tiaattl Of laoO .. p&)'UDtl, honYer. 

iucht auaeroq ~rta.rea rroa tbt tttlatta of Uoo. paid oot. 

V n ett,. "'bua1Dtaa 10ttrprU.s•, u ..-.d la tbla atud,J. i.AolaUa tnaal.uu or otbar 

eeneaio eattrpriata, 81a0b p corporatlou, partDtteblpa. iAdotptadut eotnpn:atart, 

cocperatl.,.a, atlt-.~~ploJK ~rec:.u. ao .. n.Mo\a&tD01ta, ud au otberptod'l:.clq,c.olta . 

V Tht ,,,. • l.llldid4\t.ale• lncl\lct.s all ~no .. no ocattl'Oot.ed tbtlr pers~a.al ettoru 

(calarit4 workera, wqt t&tDtra. ptottat1oaa1 prao\1\loGtNt. tra4e•tD. ttc., or wbo 

turn lab capital (ltookholdtra. boad.bolct.ra, aortaaatta. laadlorda. t\c . • to buaiNQ 

t ntt rpriatt and to wboa eaterprUeo pay Ollt iaoo•• · U 11 aroco) .. ou.t rl\b the ten 

" ul tlcatt ooaauae ta." 

!/ The ttr. "aure&atea or lodhid·uala• 111olu.dtl orc&Dhat.lcaa. 1uCb u uviDC.S taakl, 

lift laauraace coapulta, 'OilildiA& ud loan ataoolatlou. &ad cbarlla~lt atJd tduoa.

\iccal to•D4at1coa wtlcb ar. ceasidtrtd aa &IIOoia\ioaa or 1o4i•14~all ortaDiztd to 

t NI.lt tbtlr oou.:Cu.,. PYiA&:I' · &aUaatta or 1aoOM paid out. 1Dol';ld• bcoa• paid 

out 'o7 buliDtN eaterpr1ata to &Kf'l&l\.tl ?f loc11d4M.ll. aa well &I 41rtctl7 to ia-

4h1dc.ala , 
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tccloc!t4 la the uttutta or l110a. ..,...u &t"t 41reot.-·r.Utf Uld pcbllo-utla.

tuet dltbats ... ot.a, tor ftJob ao ttrY1c. are r...S.red. u4 .uca. tbtrero,..., ..,.. aot 

1D:ludtd. 1a loco .. paJ.d cot bJ' proctuola& uUa . P&JMDta t.o World tar •tttn.u ulldtr 

t.bt p roY1110AI or the a4Juttd * '"lot ctrUtl<:a\tc (aold1tr ' t boaua), are abo lo.

oludod ta booae PaJ .. nh. PJ"'t\J.Mblr. wbta lt&ltlaUoo wu eaaot~ pro1'1d.1D.I tor 

theao cert1t1oatet, thtJ ~rteeated bela ted. oo.ptD81tloD tor a .. rYlot reldt~ at 

ttl Uat of tht n r. u4 Ut.t aotul ,.,...t .-.preauttd Ult 11q•14t.Uoa or 41.11poel

t1oa of u ueet . totb U.. loue OD oert.ttloatH -.. 1a 1931 uct \btr.att.er ad u.. 
rtiUl pa.,.. .. t or balucea -a la 1931 u4 n~~Mct•eot ,. ........ "Pf'Ht Dted. or1&1ul ,._ 

cetpt• or the .. \lrau ad , ,.. 11ol04ed 1a taooM P•J•uta, Dlf'R't ... u e r tad ,..,.... 

atAts on adJ \Jtted. nnict oeru Uoatn ban bttD IUbat.uthl raotora 1a. tht tlo• or 

purcbas lnc power to 1Qd1v14ualt la rect o\ ttare . 

Anotbtr aajOI' d.U'ftrtDOt 'Oetnto tbt nUu.t .. or !.aco• pald out ud iDeo. ,_,_ 

anu relatta to Ult tH•t.8eat. o r SOOlal S.CO.rltr c;o:~~trlbuUoat or ........ u ud 

Social ~tcarltJ belleftts. lOth qplOJ"H aDd MPlOJtr oootr-lbutloq wadtr tbe Soolt.l 

Stc'lrltJ Aot art ia.clodtd 1D icooM pa.14 oot. hploJM coDtrtbt.Uou art laclQ4td 

with recular aalarle• and wac••· '-Plortr ooetributloaa. shown &I a .. paratt ltt• of 

labo r 1noo ... •~ alao treattd N p..,..ata for ae"io .. r.Gdtttd, aocrub& to tbt 

benefit of t iployt .. tbrouch tbt Sool&l Soourlty protr&as aad therefore laoluded la 

1t1coa. po.14 O'J\, These pl,ptate. honvtr. ·~ aot aotuallJ reotht4 curreatlr by 

U?lOfttl u4 are oot ava.llablt tor ezpeiMU turtt . !'be retort. la order to ...... ,.. 

actual p..,..ou to t~• ••lOJt .. , botlll -.lorM u4 ...,toJtr coD!rlt.aUou e:e ctedaot

tc! !'to• taoo .. paid out. u4 btatflt P&1MAtt carru\17 aadt udtr \.M Soela.l S.our

ltr p ro&tMI art &4dtd to iaoo• • p•14 out. Slailar aclJuttatate lt.a•t bMD Ndt tor 

\be Rallro&d. Rttlre8tllt procru ucl tor tht redttll Covernatat UiplOJet reur .. tot 

plan . Tble procedure has oot beta followed ror prlvttt peaalon plan. la var1oue 1o

dustrlea btcautt of t~ lack of aeotaa&rJ aourct aatt rlal. tad therefore botb loco .. 

pa.ld cut a.Dd lD.oo•• p.,..eata loch4e peuloa ptyMDta to torMr MPlop.. . Ttl• ,.._ 

nlUa& e rror 1a t.tle t a:Uaat" or toe .. paJ.d o•t. •Uch ahoald. loo!Ht coDtrtbatlou 

to peuloo plu , .. '"' ~ rathtr thaD .,.,_uta rroa the ~,.,..,. tuda~ U probaltlJ 

a:aall. Sh1larly. co~tua\lou for l.a,Jurhs art repreae.oted 1a botb lloon paid out 

aad l6co.t P6¥8tDb b7 actual pa.JHD\1 to lAjurtd .orktrs: wbtttu Uco• e pa.ld ou t 

should 1nolu4t ODlf o.ootrtbu.Uou to rest"t t\IKa tor t b1a purpolt, aAd taco .. PA1• 

aeots should tnohdt oalJ Matllta 91ld to 1.DJurt4 worktrs. 

EYeD YlUe tiLe ebOYt ob&a&tl, .. ttutte of lllCIOM p.a.J'MDb art dt tloJtat 1a a oa 

ber Of rtlptOtl u • UUU.rt Of tbt C!:.t·rp\ flo- Of pv.rch&ai.oC ,O.tr to altlaa\.e 00 ... 

auatrl. StYeral or tbt ltt .. llatt4 to tht tollowiA~ t.ctioo &I baYlQC bttD excluded 

troD t bt tnco• e tlt1Ut·••· parUoulerlf ,.. uzK capital &aiu. art tor .. n, ~rsou. 
l~bstantial factors to looo .. avallablt tor txpeD4lture. On tbt othtr haad. the ••

\1asttt or tnoo .. parotata ttlll tooludt lar&t dltbura.a.ata of dJvldeada, interett. 

and tl.tt rtn.tt U4 ro,altit a t.o aureptea of lildlYldu&ll. Tbut. U1t tiUUt-tl laolodt 

d.lYld.t.Dd f.Dd lattrtll tlOW1q h\0 Uf.-iDnHICI oo.puin, tatbtr \baa tb.at propor

UoD or beMtU.e tlowh& oot. of ur~t.anruct oo..,..U" wblc~ ,..,,... .. t.t iaoo.t 

ratber tbu rttvra of f'Uade loY"Ntt4. 110re 41.ta tbaa art .ow eva1U ble e lll bt ,..... 

qulred to trac.t tbla 1Dd1reot floe or iacoet tbroup .. aoc1etloaa of 11d.J.Yl®at. aid 

to datttaJae ao\ual ~ata to 1D41Yldoalt, 11 dlltlaot rra. eooruale. 

At \.hit po1al lt aicbt be .. 11 tO p -riU NOb Of tbt thrH OODCfPt.S of !DOOM 

dntlOptd to tb1a atMJ la a aUplt rorwala. o.l.1 tlllo•• d!fftf'tlacltl btt...a 1aooet 

p&ld oa.t &lid lKOM ,._,...u of ftiob aooou.t b.u bHa t&Ua 1a t•• Htlaa'-- ..,.. l llt.td: 
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NUIQKAL ~ or ... nmnn tqaale : 
Crou 1Dco• or aU Prodool.a& u1t1 
IU .. ou raw •teriab OODhatd bJ all prodQOlD& utta 

IUD\ll dt>preo1aUoo u4 olMIOlMctDOt (capl\al tq\Jlpetat. couaed bJ all 
roduol.o& u1"' 1 • 

~ U1ll IIIli oqualo: 
Natloul i.DooM 
Mill.u.a bualMII N.dnp. 

1GQMI !!AXMFtmi %2 INQJUQU6&.1 eqvall : 
loco• paid. out. 
lU.D\11 tllplOJtt &Ad taplo7" coatrib\IUooa to Social Stovr1t7 procra.u 

Ml.Ao.t tllplOJtt utd tllploflt OoDttlbv.tiOD.I to tM Federal CoYtrutot 

,.,tore•• retlre .. at plao 
Ml.ou ooDtf'l~tlou ut~dtr tbe RaUrol4 .wu,..•at Aot 
Plu dlrect.-ttlltf ud publlo-ualtt&Dct dU'Oore ... ata 
Ploa Soolal Securl\J beneflta 
Plue recteral Co'ftt'UIID\ ,..ur ... at plu p&JMDU 
Plo.e RaUroad fteti.re .. ot J.o-t pa,..au 
Pln pa,_eot• to vettraAI oa a4Juattd atr.lot oertltloatea • 

• 

In acoord.anoe •hb tble toraula the oaUooal loooM la equal to the aunaate '-
1ncoat p.al4 out pl\&1 poeitlve or ot&ative but1Dtll 16Y1D&I · IDeo•• paid out cons1et.t 

or wa&tl, aahtltl, a.ad other labor toooat, dividtadl. lnttr .. t, tatrtprtntu rial •Hb

drawalt, aa4 Dt\. rtn\.t and royal\.1ta. Other labor laooat oonsltta prt.ar117 of pen

atone paid to 1Dd1Y1duala. oo.~aUoD payMAU for 1aJur1 ... u4 eaplo,.ra• coo
ttlbu\1oDa undtr tM Socia~ s.cur1tJ pro&rau . EAtrtprontut1al d tbdrawala res>rtMDt 
the aaouote wb1ob •~lorera aad atlf-tiPlOJtd 1od1v1duale •ltbdraw troa their buai
o.na tQ\.trpt1Na at coaptnaaUon tor tbt1r owa tftorta . Ktt r.oh aad roraltin rtp

f't'MA\ &toll reota lela coat• inoict.atal to the onenblp or pto~r\f. 

!bere &f't ad41Uoaal beo• U•aa • lllcb ai&Jlt nll be laohd~ bot for \be lack 

of prtaar, data uc••l&.t'J' tor ..u.n, nuou~lJ a~:cnarate .. tlaat.. . OD• of tbe ••

cloa1ou • bleb obYloulr repr-tMDta: a part of looo• la tM '",.&ate or eara.lap troa 
odd Jobe. Tbla wo~d 1Acbd• ro•uura\1oa tor I\ICb a oth1Utl ... tiM t .al.t of un
p&JHtrw, ouvuti.D& bf ~pe-a.\ taln perecu . f'tCt!pU fro• ao•lA& of laflll, sbo.

•lln& o f 1aow, or alailar odd joba perfOf"'Md bJ 1ad1'f1dualt ud tor wblob DO nco"'

are avallablt . Ia addition tbere art •arlou. •lnor croupe of 1.DdlY1duala or aot1•1-

t.1tt, prt.ar117 1Dd4pta4tnt haad ttt.dtt. tor wblob data are aot avalh.bh troa ceaa~a
•• and other aov.rou u.•d 111 tbt preparation of i.Doo .... tlaattt . Moat tan.lop ftoa 

l llt&al p~raul\t are alao exoludtd. 1~ tbt •&creaatt thee• o•1te1ona are probablJ or 
rtlathtl)' aodtratt iapor\a.Act paruou.larly 1a 1othtoo1o& \be aco\ltt.C)' ot the tread 

Of \bt tl\t.&\11 troa 7tat to rear. 

Alto txolude4 froa the ia.oo .. eatiaatea 11 Lt!P\1\td laooM 4tt1Yt4 fro• \~ uae of 

OI'Qt d dt.lrablt OODIUMta' JOOd.a, J UCb a1 bOMI, a \ltoaoblltl, u4 turaltare. 1 1\b tbt 

• 
Regraded Unclassified



-T-

d•••l'~ot of aore aaU.etaototJ dat a oa U•• •abt ot 0~ bo.a aDd apoa &roN u 

"'' r,au. it =-1 be poN1bla 1D the "to,.. to prepart aauaraotorr tJU.ataa tor t.ha 

tapo.t..S iDeo .. troa t~la H•. lo aU•IIpt U.. beea ...S. to aatl.aatt tbe nlot of 

IIOQ.StriYU' unlcta, &llboo&h the ac&rtP\e 1A\Ul\J Jiel.4Ni bJ M..,..lfta lA th boN 

ao 40Ub\ ttpn .. a\1 I IV'M\a&\le.l COattltNUoa to \be total pro<fYC\lOD Of I CCDOIJO 

,coda. Otber typea of do .. auo aothltltl, nob u tbe rep.alriac or propert:r. uuiac 

onesel f, •63b1ac aa4 repalrlac ooe'a owa oar. &Ad ela!tar fijAO\loaa pertor.ed wltbiD 

111<1 abovt lbt boH, an aot rep reautK 1o tbt t1curaa. Tbtlt I&H atrtlota, bon Yer, 

den procured 1D tbt aarQt are ceoer•Ur oo .. tt4 in the .. uaatta. Tbtle uol ulioaa 

abou14 be ta)ea 1Dto aocouat wbta oo.,.rla& laoo•• eatiaattl at dlffereot ala&tl or 

tt. bU.sU:.ss otolt ud o•tr loq period.a ot \We . buJ .. niota rt..S.rt4 1a tbe u.. 
dul.a& pedo48 of deprtMloa are porcb&Md 1a \be aan.t plaOt dlarlq periods of pro~ 

peritJ . llao. u ••14ea.ce4 bJ tht ~loa of the .. "lee l.aftnr1 .. oYtr tiM paat 

.. .,.tal dec-acMa. t'r.aeN baa bMD a nbetptlal tru.sftr of aoth1\1te fro- t~ bOM to 

the aark.tt place . 

Reallztd aa1aa or loa .. a fraa tht aalt of auata by hdhiduala or b7 bua heta 

tnlttprlaes trt DO\ 1aol~4e4 1D tbt iaooat t • tiaa\tl. lbilt lijOh &&iDa or loteet are 

la;port&D\ f.at.on lo tbt 1D.co .. of iodi'fidual ttol.pieat.s cr o f butlaeta eat.f1)r1a ... 

ac4 •~•rt a ti&AifiotAt 1Dflueace oa t be d1ttr1but1oa o f 1D008t bJ alze &Dd upon aet 

protlts o r losa ... pttwaabl.J lbt7 renlt ftoa \be c.apiu.Uzatioa of pttMat or tnore 

ch&Qctt lD ctt iao~ w'b l cb a rt al,..~, (or will appear) ia tbt tlt~tte. aad tbelr 

1Doh•loa would repttteot dupl1ca\1oa . Ho• t•tr. profltt or lo ... t UriY.cl froe tbe 

talt or eaaeta bJ proteaaloaal eecuri\J dtaltt• art i coludtd, tlace tht7 prttu8ablJ 

rtprtseat tb• valUe of tbe aarUHa.& .. rvlcta rtodtred by tbt" ladhlduala. 

Thtrt are auaeroua tra.atftr U.tu Wbiob are aot ltlcl\ldfod ia. the aatio~tal toc,oae 

utiaatts, but. wbicb ttpttMO\ !DOOM t o U.t 1Ddh1dual rec1p1tott . Tbua. atrta pr~ 

ddt the sut co-ud o.,.r &oocla to t~N wbo recti.,. tbt &!ttl 11 do otbtr r.ceipU. 

011 tbt otber b&od. t ... , a A 4edoct1ou ff'Oa 1DOOM or are traatftr. of wealth. fro. 

tbt polot or de• o f tbt pnr. S.laUarlr. UMri\.ucea •t.J ~ ooa.t1~rt4 u lACON 

teo. tbe pol.At or 1'119 o f the ~ipltot . tNt are 1D ttfeot .. ,.1, a trutter r·ro- tM 

tatalt ot ttt. dtot ... d peraoa to tbt beut1o1ar1ta . .Uao. bad dtbU ar. fiD&l traa.

rera troa tM ortd1tor to the debtor. TbtM traoater H••• auat be &1Yto coalidera

t1oa io any etuditl or tbe d1etribut1oa of ioOOit aaoaa varloul ola•••• or aroupa of 

individuals: but tbtJ abould GOt bt iaoll,ldt4 1D tbt oate&ory o t looo•• paid for ••.,... 

Ylc.a readtttd, or iDOOM pe.,..ata. alact dllfUOatloa wo\tld renlt . 

b prn'lou.l.J poiat e.s oot~ 1DOOM peJ'Moh w 101:Uwictula ,,.. ttUaat-td t or U• 

prta&.f'J parpo• of 4ettn~.1a.1D& u.. parob.U1•1 poflr correatlr tl"lDI to 1D4iddala, 

tbe deduc-uo-. of otrta.la u-.s fto= i.oooM peld out aDd tbt nbeUtwUOID of otbett. 

aa nll aa the looluaioa of an tt••• 1A tb• .. a.sur.MDt or l.ao.o" pa.JUDta . hl•t 

btto uplai.Dtd 1.D tht p rtot41DI MOtioa . 

~ 1J14III.UIQM atii\JUIIPA 

It 0011plete aoooutia& recorda " " ,.,.uula tor all prodoolq uJ.ta. 1t would 

be postlblt to _.. 41reot • etlaatt• et tbe uUo&al ~ bJ ~tine frca tbt 

trou iAeOM of t .Oll proctuollle ult tu n lM of aU tu.e,iblt raw uter-Ws (uttr1al 

ror fabrteatioa or reM-lt) ud 1alu&1blt t'l:f aattrial.a (M"1Cta of tf'UIIJI'OrUUoa. 

adnrt1atn1 • oo .... ioa\loo. bUkb&. 1o .. rutot. ud other proct~o~ob& c~:) :.~~ 
•atut of o.,ital t q-.1peeat ooanaed 1A t ba prooan ot prod.uctloo . pe 
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deteNJatd tttt•t .. of laoaM pa1d oe\ ...U \Ma 'M ..... \Ill ,,... ""- aa\.1-.J. t..._ 

to arr1.., at HU.M\" ot ... , II •riap. A...U.le ....,.. MtadW penU tUa 

direct approec.b Mlr Ia aariodt.,.. For oU..r anu of U.. ......,. ala U.ar 1atot~-

11Uoa 11 aot ••aU.-lt. ad 1\ 1e ...._., U ,...n to • 1a41not •tHd of .. u. ... 
atia& ioOOM prod.oed. ftle iad1NO\ M \W 11 .. 1 ... \M lah1 I fl&\ de\arw.laa\loa Of 

Jocoot pal4 out u4 or ..,_ oa•bp. !H N\1M&l - lo deriYOCI 117 oddlq 

potltht b\lliltll aa•lap to or 41noUa& MilUM kala ... ••tap fro. bOOM pa14 

out. ftil Mtb04 Uoald J1tl4 th .... nnlU u wodd tba 41reot approaob. laUa
attl or bui1Dt11 N•iap are 4tr1n4 priurllr tro• laooee taa retw.ru IObaltted to 
uct oo.,Utct bf t.bt lor.• or Iaterul ...,_,.., 

Sioot IIUMttl or uaa uUou.l 1Dooee oo .. r praoUoallr '",., phaee or ov eooe

oa1o aoth1\J. it la ato....._, to I"UUtt \0 a wtM ftr1ttr ot HU'OI utar1&11 tor 
dtrhiD& tbt Uta Deoea&tJ' for Ue de .. l.,...t ot tbe ••t aoouata n..,._. Pol' 

" '" uct Mlariae. tba ft.l'1ou tadutrlal ......-or \lit IVMa ot tba ea... proY141 

tx"lltDt buiO data. fta npor\a Of 0\.Mt h4tral eceeo1M, ftQ U \lit r•m C:0.. 

aW~icaUoee eo...t. .. toe, U. lateratate eo.troe eo.leaioe. \be .. ,..... ot I.Laee, u.. 
Ottict or 14\to.aUoa. \H ......-.of A&rln.lt•Nl ao.oaio1. U4 u.. lortra rroc,... 
AdabietraUoa, .,.. &leo of PMt m... 8oatklr ... lor-t aa4 F&r-roll ~ or 
tlt Bureau or L.Por atau..auo. perait u.. ,,...nuoa or 11Uatn tor t.ataroeaat 

,,.,, uct alao t~• ..-tnpolaUoe or buia data tor reoeat perloM . 

Fi&ur.e or dhldead u4 laterM\ ,.,...u are bued oa Uta nporte4 lD oorpOra.

tioa iacCMM \aa returu aad pablla.d auuallr b Jtauauoa or Iaooee. bf tbt krea• 

or Ioteraal ~·••~· ftt naun• of d1'11d•d ud later11t ,..,..at• l.D.ohde oo.lr 
pa.,yat ot1 to 1adh14a.ale or au.recatt• or 1ad1YU\Iah.• A breUdon or d1'11d•d ud 

hltertlt p&YMA\1 bttnea tboat wblob tlow to 1Ddh1dula or •urepha or 1ad1Ylduala 

•u~cS tho" Wblob flow to ouaar bu1 .... eotarpr1MI oauot bt obtaiotd rroa &'tl.ilable 

IO\I.rct aattr1al . It 11 DMN8&J'7. tu,.tott. to reaort to 1ad1r.ot Mthode. ud the 

ttUu.tta are arrlqd at bJ' dMQoU.a& dh161od ud bttttl\ reoet,;ta ot oorporaUou 

troa d1'11dlad u4 l.a\INit ~t.e bJ OOJ1)0r&Uou. 11tt I"NGlt tor aacb b4Utrr 

rtpr .. eau d.h1._. Udi l.a\11"111\ orl&lat.U.a& 1D tbt p&J"Uovl•r ladMtrr. ud tlll• 

•urtpta ,..,,.....u all 41•1._.. aa4 1at.arMt ,.,...te to u•hlftl.ll or to "1&1'1-

pttt ot la41•14-.lll. 

For aea.rl.r au.....,_,,. .... uoept pror.-1M&l Nrdoe, .. ,,.,,.....rw ritlad.ra-.11 

art tltiatecl ~ aena1aa U&t .--.1 .Su.dnall par .. ,,...,....., Itt \M ..- u 

utrac• auul aalart" or ..... u u.e .-. 1adaet17. ta U.a 11 'II r h t pro1M11_. 
&l &rOIQ)&, qotltloualre ..,....,. .._ .. bNII ..Oot.M bJ t.U o.peru.t of eo-tree 1• 

order to atrht at ut taooeN. It 1• ....-4 \bat tbt nure Mt lao- U. wt\ladraft 

bJ tbt 1a4tpeadeet pror...loul praoUUour, ud W.laMe Mwbp are au. ,.,,._ 
tort, tbt tD\teptneGrial wltbdrawala la tUa ,...,. art ... ..., to N tba .._ u .. , 

1nco.e , tor otbtr 1Ddatr1M. bUlun eawl.ap ot IQ\reprtMUI ott dtttralMd prl

aar117 oa tba ball• or \be eatt.atfl of baeiAtea ... ~ or oorporatio ... 

31oot tb1 ,.,ort.e of tbe ..,.... of tateraal a. ..... are uauur DOt an.tlablt 

u Ul \WO or tbtM ,.an follorial tbt ,.., OOMrtd. oarrnt tlprtll are baNd 00 ..._ 

pilt.UOQa br tbt .,.,.r\alltl.t of c-roe or *" rroe .,.roalMt•lr J .OOO pablillbM 
corporaUo. ,....na. 'I'Mretore. u.e eetla\.M or Uwl-... la\.lrnt. ud boel • 

aulop tor 1111 _. lN'f .,. prellalMI'J _. na.J .. t W re•l•S•. 
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Esti .. tea or wort5-relltt ..... &N Mt.alaed fro. tu 1oru rroa,. .. &dalaiatra

doa ud thole of otber n11er ud .-bll ...... let.aaoe ~\e rro. tM hNU • 

or ~star-cb u4 StaUauoe or \U 8oo1al ...._rl\7 loard. ..tla\M or Mt ,.t,e ud 

roralUn taan bMa ,,.,.,... traa tM r-.\&1 dlata p~t.M 1a \.M lNO c.u.. or 

r011otauoo aad 1a u.. 1\&\uU• or - ·. 

Estlootoa p,._\od 1a \lata bolle\1a .. ., oatr olip\lr ,,.. u...o una 1a tbo 

publl~atlon tntitl~ .... Uoaal Iaoo.t. 1 ......... reltued lato 1a 113'7 ud aow nt or 

print. aloat Of tbt r"itlOU &A OODtlatd toUt Mnlot i.actutrlte ud f'QIILl\ fro. a 

ttlorouch red•• or tbt MIILI'Oe •terlal u4 MU•Oda ot ••tiMUoa. hoaue or u.e laok 

or prluq data, tbt UprH tor ""'" ladutrltl ,...SN lat. ... lft ta .. et.tpUoo. 

pd trequut r.•1•1_. ate M4l u ..,. 4&\.a Moo. aT&i.lablt. n. an.llablli\7 ot 
laCON l.u data tor 1931 penlitt.ecl U. OOtNOU• of p~r\J l&OOM u4 bui.aeea .. .._ 

la&e ••U.at .. tor lAO u4 11111. 1'be Mti.ea\Q 1AG1'1414 lllere1a pro.-14e a dlt&.lled 

brt&k-don or Uat UaurM that ...,..n4 1a a ..,.olal arUole 1a tbt ., ... 11$8 iN•• 
or tbt Sut'ftf of CnrMt IUlaMe. • 

Qlanue 1A Ptdttll h.,..a Aote baYI rtiQl\H iD tb.t t11aiaatloa or oouoUc:lated 

loeoat tu reotu.ru tor lta4 IA4 .u..qMa\ ,.ara tor all exoep\ railroad oorporattoce. 

'r1or to 193-4. oorpoHUou Uct bMa ,.rai.\\44 \o e'llt:ait eU.ber ooaeoUCiated or u

couolldated ,..ta.ru . Por 1N4 a total or J?.m reta.ru wu tUM br 1a41rldu.l oor

poraUons for Wb10lli T .101 ooaeoUda\ed ret•IU bad. bMD fUecl tor ltsS. 1D a~r, 

th .. • corporatlou acoo•t..S tor oal7 0 . 1 perM&t or all returu 1.a lts4. bat 1A te,_ 

or total tu .. paid bJ oorporaUou U.•r aooo•tM tor 37.8 poeroea\ . 

Thla chuse had two aarkK erreote oa the oo.pan.bUltJ or \be •taueuoa tor 

1934 &nd aube•qutlt r•ara wltb noa• tor 1833 ud earH•r ,. .. ,... Ia the t1~t place, 

aan7 Heu i.Dcreued 1a abe beoa ... of tb• taot \ba\ "iD\Itoo-pt.QJ' ellaiuUoaa" oo

cur 1D the couol141Uoo or re\aru . *""'· tor U•• u .... IIMDUal to the p~...

Uoa or 1aoo.e eltlMt••· reoeipU bJ oorporaUou bcreue4 oorreiPOI'41.aclr witla per-

... ,. b7 oorporaUou . Tt&u. 41Y1._.. reoelftd br all oorporaUou toM oor,...,.... 

lq.lf • ltb d1YidM411 p&.ld bJ all oorporaUou, eo u..at Uae ••U•t•• or 41'f1deada paid 
to 1Qcl.1Tld:ab wre aot atteo\t4 bf \U ...... 1M .._ 1a e'lbetuUallr tnae or 

iUereat PQ~~tata to tadidftat.: Mt, ,..., uae •t.bod or ••U•t1at tbia H••· 

lc\lrcorporate ia\e ... a\ raoelp\1 fro. 1~\era obUpUou do ao\ exaotlr otteet 

lnitroorporat• PQMA\t oa Ute,..a\, ud IOM alaor obaa.s•• 11 \be \o\al ia\eraa\ H•• 

occurred oa U.la aooout. 

A ~,.. t.por·\aa\ 1 tt.o\ of ta• -..... 1a t.l• .. .,.., .. Aot ... tb.e ahltt 1A t.b 

lD~ntrial ol ... Uloa\1" of oorporau... . 1a olueifJia& oouol14aUd. ,..,.,... 1.a

ctutr1al17, na oorpo,.UM .... 1pe4 \o aa iiMIU\fJ oe tM 'Duia or U:• precl0e1a

ut tact1.11trial aothltr or u.. o.eo11dett4 srowp . a. .... ,.." ret•ru .. ,.. ru .. 

1A 1~ tor MOb nbeldlU'J' or att1Uah. MOb wu ol.,.U1t4 aooonUa& to U.e on 

prtdOaiQt.Q\ 1Ddultr1&1 A0\1Y1\J', ft10b 1D M&7 1U\aDGe8 ciJ.fftred f~ U.• precloa1AUt 

iD<Iuetrlal aothlt' ot Uao attUU.\14 sro-. ot oorporatlou of wblob U na • ... ber. 

$peo1al t&bul&Uoaa or \ b• 1N4 retoJU nre prop&,_ br \be .. ,... or laterual a.•
taue tor tbe O.,.r\alllat ot eo-roo ....,.,.. U.a 11$1 1"1\UIU ol.Ueltled illdutrl&llf 

.. "'•• 11a4 - 1a ItA • 1.110 -Udo\od bUu. ft1o porait\od .. oria& tho INO 

u couoUda\" reteru ol...Sn.d ladletr1alq u U..,. .. ,.. U ltll ..... oouoUdlltA4. 
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r. ••• ootla ... ot a-. later.t, u4 oorporate •"'-· -ldoNd -
aratel)'. Uaere .. ,. _,...err.,..._ 1a U.. , .. •t.- of 1114 Ntta&e. 1a •wenl 

laduattl&l c ro.... hr •n .. \alled ~rtal lllbl:rowpe Utaa u.o. aa. 1a wa 

publicat.ion, U••tt .. ,. 41ftll,.... ot &na\er NlaUwe ilportuoe . .&dJ-'-U.....,... 

,.,1 to .ue tbe Mrl .. oo..,.rMle tor MOb UM 1a eaoll ladut.rr nq,Utt a.nunrr 

procedure . 'l'biNfore • ..,.,...,. .. t.ia\ee tor 1U4 are au.. 1• "h tl.tleUa tor MU 

41Yide.n41 ud lateru\. For t.e\al ..... 11 •.UO. t.o\&1 uUOMl ~. _. t.o\&1 

t.ocoee pai d 011t , \M two •U ot 11M .uat.ee .. ,. ......... _.. oatr tM ,....J,Uq 

aYfra&e 1• P.oft,. "- latl .... II tU.a ........... • t.N ,,... la U. -.Jor lalhatrlal 

u tecoritl 11 ,..., .uc-t.. rvtMr ..a.1.ra1a _, peral\ t..M -..1..-t. of a ,,......... 

wte~by adJut .. u ou be_.. tor lpM!tlo lt... wl\Ua _. alaor la4ut.r1&1 1ro• 

on a rea•oo.&blt b&ata. 

Cuerall)'. tb.o eovou ud deri .. Uoaa ot tM .. u-.t..e do •ot cUrter creaur 
r roa \hoM dooorl- 111 _l .. NIIla .. tail Ia Ulo p ... UoaUOo, .. 11_1 - 1o 

tt:e lhlitld s ut.e, 1 ...... Per Mortpu .. or M\lat. tor tpeOUto ,,.. of..,_ 

nata .ud tor I!P"Ulo ladlut.ri.M, t.M ,....r ta nfornd to 'iJenfta e 1a u. ~ 
ataticnt4 pubUoaU• or t.M .. ,.. or Ponlp U4 o.:.-uo c-roe. 

I 'P'\atlMf a! lM leUeptg 

IDeo .. at.aUaUoa nob u \Mel p,.....\M a.a tUa pDblloaUoa an ... hl 1a ~ 

...,.. Cltl.atea or Uao aaUoaal ~ t.4 t.o nn .. t t.M .acaltt6t ud t,..d or 

n t,pvt or U11 , .. ., ud of U.a Ull t. el ... t. . P'1prM or s.a.o.. p&ld o•t ..... 

na.l the dll tr1buUoa of 1AooM br prot.t.cb1 uUa to tbl ndou fUton Of ,....._ 

UoD tor all 1Ddtt~tr1al oallcor1oa • ..,.ratelr ud la the &llf"'ll.\1. ho_. ~ta 

uasurt tbt ourroa.t tlow or laoo.t t.o l.D41rldaala, ftlob 11 t.bl pr1MrJ eoaroe of U..lr 

purchN1D& po .. r . n ... dat.a ,.,.u ua.1fMI or 11ftlar ud oroUo.l obU&N it. tM 

ov.tput or Ulo • .....,. u .. u u t.H IIOVOI aa4 dletrtMUoa of U ti O.\l*t ud U.• 

Y1-I'J'1AI 1ao1dtaol of ---.&o ,.,... ..- t.H cUfte,...t ....-u oa • • r eooeoe1o .,._ 

t .. : a.llo relaUwe ...... u or tM ditte.-t HUatee Ml' M ,.rUcwla.rlJ bpOr\U\ 

1D ualntac u ort.--tera naet.•Uou 1a eo.oelo aou.-ur. ftl m .. or tM HUa\N 

ror analJUcal purpo~~~~~ .. bow"r. depeDda .,.. a Ml ttallatt• or tU1r utve. u 

nll aa tbelr atat1aUoal Mteote, u4 UaU.aUou or t.U bulo data . 

Dtap1te t.H •tbd ~ 1a t.H ooUMU• ... t.a&MalaUoa of e\ltla\10&1 lator

aaUoa 1a ,._, ,.an. U.N aN ._..,... .... 1a tM IOVOI •tor1.&la .... ttal t.l 

,., dol'Ol-t ot _,.---· _, a.-o ot _., oounv. -
u n ter t ,......rtauoa. •\Or tl'"k'•c ..... uo .. moo. protMaloul 11rwtoa. 

bro.kt rt.&o, .-.al ntall. udl pwe,....t. • ..,,. aot bile ....,..tll.r OOYOtld br !Aa8t.r1&1 

censuset. ud 1t. bu bMa ....... , to naort. to MIIP11 quaet1-..a1n • • rn)'l ud to 

lDd1reot ud MMtWM arltlt.rarr •t.Mda or Ht.lMU• 1a U.eM tlelda. la .oat of 

the bru.obea of tluaoe u.. eatr ...,... or prlarJ data 1e \Ill 1111 CeMu or hl'now, 

tbe r.nlt.a or wu• an...._. .. , t.e u.e lJ.alt.aU .. uou.t t.o au t1ret att. ... ~ la 

... k lora:o -rloklap. -laoteo tor 1ar10 porte ot t» •"loo ...._,., "" -

OD data o ... UM 1a \M J.R1 ... 1- _., 1 of '-II - N\UU ..... \a, ud det1o-

1enc1ea 111 oowerap an ..,.,..., 1a ._ .,..... ,. 1 qsaor of data .-tu.. .... 
QIOIIf.ltf Olrt&la prooeclu'M laYOlrlJll ..... \lOU 80t. ... Oll.f dltiUlbll. lotwlU.. 

at,and.i.A& \UN .._rt.v='•p. u 18 prollaltla Uaat. tM ar&b ot error 1.1 aupt tor ........... , ..... -. 
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oiv1dtftdt tor \ht r••r• 1129 to ltsS. lRolualvt, are b6atd oo data fro• t~t .._ 

out suuauca of toooae t.D4 an aublt.UU&ll.J ace-urate. Howner, 1t atol:l<! be kept 

sa atod t.hat the tiP-,..•- u t splaiatd ta U.. prectdt..ac Mettoa oa eo11rc .. aadi •Uaocta:. 

a\c .. ••t 4h1dtDda or1&1D.&UQ& 1a t&a ladu\ry. ratter tb.u parstat.t by e.ac~ 1Dibt\f7 

to hvJhl duab or to aqnptea of 1Dcli'f1fta.b . ror tht ,-.._,.. 1~ &Cid 1937 the ,.._ 

u 11.lttS or 4h14tA4a u4 ot !attrtet art prel1aiut'7. haY!n,c Mta but4 :G tnD41 
tAdlcattd in a eaaplt or approalaatt17 ~.000 pu~llt~td co~rattoa atate .. nta, 

Es~taatta of lnttrtal lnoludtd in tht lnoo• • tlcuree art ooottntd to tnttrtat on 

lon, ... t er. obllcatioft.l . Int.trtet on ah.ort-ttr. oblicattou 1a A &arded u p~ut to 

other busintes tnltfl)rllta, prlaa..r1l7 ba.Qa, for &fl. 1ctu.albh r aw aattr-1&1 - a.udJ, 

U•• 'l.St or ortd.U . 1\ La u 1attr-.111dutr1al payattat, ~ u ncb h elialAI.t.H 

la arrhi.tl.& .at a ott ud:upllcattd uUoul t ocoa• ttpn. Tbt corporate sa.ple 11 

and to dertn ••tr&&t lDttrtst rates. Whioh a:-. appl!e4 \o oorporatt ~ed ctebt u4 

aQrtc.._,, fi&l.l~l \Uta troa StaUeUcs of Iacoae. lt 11 ua\l&td tU.t tt1er. ar. M 

nandect-debt ot aort&a&e obll&•Uona of uahcorporat.ed buahtt.t taterprtst.s. Tbia 

liiU.IIl)Uon 1a not tntirtl7 eubatut1&~·t4 h raot, but tnt rtl\llUaa error 1S udoubt

edly saaU . IDtttut rtotlnd b7 corporaUo~. which 1a dt-duottd rroa h\trtst paid 

t7 corporattoas to arri•• at net tnttrtlt or1&1natin& ia corporatioas. ia taken fro• 

StaUs tlcs of IocoM u4 il OOAfi.nt4 t.o t&a-tXt~tPt interest rec.ehtd bJ corporatlou . 

Iat.erest rec.thtod on \&l. ... xnpt obll&at1ou 11 tbt oAlJ U.•• s.bon tep.arattlJ 1D U.t 

Statlstlu of ta~oM for loaa;- tera tatereet. rece1'f'e4. ud 11 ut4 u total loq; .. ttnt 

lnter.st r.cehtc! on tht as~Uoa that loaa .. tera debt hold.ia,c,a of corpon.Uoc.t are 

conrtntd to conrueat obUpUou. Jt 1a a,w.rut tMt tbta ta a qut~U.oa.ablt &htl.~p

\loa. and at~ditl to dt~t naiot ae0.11ar7 oorrtottoas art ooattaplatt4. 

o r the varioua ttpta ot 1Acoat p&Jatntl. tht oatiaates or eatrtprtneurtal l acoat 

an subject to the wid.tlt aarsta of e rror. Anllable data on thll type or in~o•• are 

aeacer. IIN1QC ntCtti&I'J' 11&11¥ broa4 ....,\II!Ptiou, ror prof .. lional praotl tioDtrt. 

q~esttoOAalrt .. fT.,. 71t14 sat1et•otor.r data . M&ttrlal froa t bt Bureau or A&rtcul

loral Ec.ono.a.lca pl"'ddea f&.lrl7 accura t.e fi&OAI for f&J'W. operaUou. Far. opera to,.. 

aM proftsslou.l p,..oUUoura art ti:Lt eott 1-.>0tt&At eotnprea.arial C.I"'''iP3• a-:cout

lnt tor aort ttLu wr or all eatrepr.Aturlal tnco... ne \ra4t and. ai.ceuu.oua 

atrviot croupe aooOU-Dt for .ott of tbo r , .. ta4tr. I:Xotp\ tor •&r1culhtre o.cd prore._ 

a tonal s ervlot, entrtprtntllrial ott loco•• it centrally tltiaattd by utuias tht sue 

r-atioe o r Ret t-o &rOll lnooat tor ulaoorpora\t'd ta\trprl$1• &I tor oorporaUo111. 

Eql:allJ d~tf\tl • re tbt tst-l.aattl ot tA\ttprtnnr1al • Ubdr&talt, wb.loh 8llpp0t

tdlr nprtMDt ~t the tDtrtpre_qur t.Utt t.o uab ud 10 •JDd tf'M bit e.aterprlu u 

e:o.-u aUoD tor '-11 o..a MrrlCtl. Tbtlt .. u .. tet of eat,.,re ... r-1*-1 • U.bdranl.a u4 

of Wslnen saYlAJ.I of u.&t.acorpora ttd. ta\ttprlo .. ar. s~Jtot to bOtb etaU.1tical aorl 

lhtor.Ucal dttticllltita . nere art praoUoall.t Do d.a~ anUa.blt o.a tb.tae ltn:s. ud. 

it b&a Men DtOtllafl' \o usut 1.:. ao't tutancta that ptr capl\a • itbdr.n b areequ.al 

to the per capita t alarlet or ••&•• lD tht aaat 1Dd~~trlea. Ja the ,roupa tor whlob 

tntreprtaeurial At\ iD.oo .. 11 e1t1aattd. 1D4epeadtat1J. the tftlaattt or bualattt 

•a• lnts art arr1Yt4 a \ br 4e4Qot1D& wJ\bdrawalt troa net tnoo.. . For otber tro~. 

butl.Des.a saT1QI.I ot t a\r.preuu.,.. art unatd to Y&tJ' cloatl.J wl\b cof?Orat.t ••'f'lap . 

t.&ratl.J u a renl\ ot u .... U1:1.1111ptlOU, wide tbct.utloN la potitht u4 upt19t 

but1Dtas e.a•bp a,poear . 1a a&rtcal hrt . aet tDCOM ot r•rw opt raton sbon etde .,..,.... 

ta\loas • htre.u wlt.bdran.U M 1QI bUtd oa tbt a~ttoaof •"rae• n.&•.sequU.ac 

, .,, ,._,· wttbdranl• nuotu~t.e ncb lNI wtcltl.J'. A.a • rttult of thll procHdart. 

&rtatl;- eaa.utrat.ct • fluctuattou epp•ar h t~t estt.aattl of buinelt n•1D.P 1.a ac

rlcul\ure. 

• 
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rroa a tuoN\lO&l ,.Sat ot •••· \MN are ars-ta tawort• tM lllnU tc 1 
or e::.treprPnrl&l M\ tao.. late ft\Wit lo ... 11u:J.MM ••uc-. M a.. u.to ~. 
u n U aa arc-ate taftnal tM .. ef Mt. a-- .. n.~e Mill .....,..._ .._._ 

at'JA u•!.D.p Of -\Npi'IIIUW M all. Jt. J.a ,,_ U.t. "- ,,_._, OIUJ ... U... 

Utas 1a thU ahJdr ••nl I I a U'Uftesal .. .....Ufllo. "-t 11 $ .. ,, l.e&ial. 
accouU.ac proo•n • -~ .,.,.u ... ; ._, Ule he\ to MU.ll.._. u.at. 
4ur1Dc per-loU or ,, .. , ... u~ • .-.t.e .,.. "-Ut ,.. "' 1...,.1,. .., • .,. a.. * ba'n • · 

Yltilt duriq ,.rloG Ot -nee!- ..... DN rediiOI4 bJ riUldranlo 1a ...... 01 M\ 

taco• •· Ca UWI o\Ur bud. lt b ........ tU\ \be oatrtpreDMr ud '1• uterprlM are 

taatparablt, that U riUMI,.... all of '-Jo Mt l.aooM. t.Ut ftrl,. ,,...._,u, u.. .._. 
'rqrtntur. 1a t.H role of u ladlYldllal. lo NU..OU.ac lo Ialii laus.a.... ud uat du

la,c dtprta•lou M 11 aa.. Ual ll1.8oolf M17 to tbo UW.t of u. .. , s...oo.. aM 

tll.a' addlUoaal .... ,. wl~ .....,......,, d.UpoalUM ot ... u bJ' ..._ u u 1e41-

"1dul. eiaUar to \M -.le of ... nu .. ~ a e10Ctii:Mlder. AoooNUc to ..-.. .,.... 

,.., • .~~u . .. ..,lap or .. , ,..,....n .,. eore oloa.l.r related to ••Up ot t.U•lchlal• 

\baA to corporate ••l.tlp. '1M \UoNUoal ud prao\lcald.ltttoulUn 11rro!•N ta we 
problta are ao\ ... u, ... ,..... Uld. tiler &N U.. nbJ.ot of 001Uau1 .. \hoqtlt u4 

palJsle. 

bOt.~r Mtieo for ft.lM nlaUftlF lUUo eoo.roe ut.erl.al 1o a.Ullblo u tMt 

ot ott reota aD4 ,..,a.lUM . Por..., iadutrt• data &r"e Mt. ~ O't'&Uible oa 
rut.al p.~.JMDta. ud ortor\8 are • MU& llll4e to ,.,....,.. .. ,u., .. for U... tlol•. 

A .oat. d.l .. t"f'loal t pMl• lnOlWM \M .. t.era1MU• of aU.fao\OtJ MtiMiN of ooete 

laolct.ot.al to tU .... ,..._ of ,..tal ,,...r\7. ftlob an ..... uat for ant.U. a\ 

eau.auoa or ut reate u dJ.•t.lapJ.Aed ,,. ,,.. reau. b la U •olr uutt qouttt,a.... 

t.ht .orlr. b.ae bHD dou 1a Ute tlold of dotor~~llliq tbo upl\odo ud thot.utlou 1a 

att. rtot ae oo.,ared wlt' aroee rest. 

to add.l\.lOD to \M llaltati_. attaokl 81 \o .. u.aatee ot \bre nrtou t,.n of 

laoo.t &IllS bulMM ........ of a.S.Mo,onted •t.erprPM. tM ,._,.,... o• oorporate 

lNI.flat.n sa•tap are alM e.~tJeat to ..... ,.. or error. Tala ,...l\.1 aot ao ...

!roa tho l ack of eUth\I.M • aorpont.e aothtu .. u ,,_ , .. 1.UU1\J' to _. 

aath ractory ad,Jnt ... to r.r aooou1..bl teoutqMe at~ 4o ao\ oo1M1 .. nu u.. olii-

Jtothts of thoeo ....... 1a ..U.\1 .. U. MUOMl ~. Partinlarlr etplflout 

are tht otfoo\.1 ot tM Nftl•llt& ot laftatorlH ud U. detoraiataa of dlproolaUoa 

dtductlou dtalped to NfiM\ &OtNl oo__,Uoa Of Olpltal ~G\., ,... N'f&lu

t.loa ot 1Dnator1M art ... ,,.. pr101 n .. tuUOU ud U 80\ dlrto\lr ... la\ed \0 \be 

producttoa ot podll ..., MI'YlOM. la .. ,1 ... of ..,,... .... but ...... terprloM ft.lM 

roue. t bt ..... ,.,.u ........ uac •no\loe ot ftlallil laftatorl• at ooet or ..,..,. 

Qlehnor le lowr. wUl .... ........-U&J. UW.\017 1 ..... ,.,..lJ' u a ~ t of priM 

<oou.... . n. -''- nu .,. t,_ •rU& pen• or .-rur. ---'• 
,. .. lae la ... t.ortM .,.,. M a nRJ.t ot rteUC ,n~. Al.M •roolaUoa ud ....,. 

eoltac• obarpo do .. , pMnllr ftl'J' rr. ,..,. to ,..,. 1& aooo,..._ •lUI. aoteal ._.. 

IWipUoa or oepltal ....,...,. ud we lat...,.._ hr\Hr lUOftNOlM ta u.o odlaoo 

atte of oorpont.e ...,a.p _. of •tl.OMl t.aHM . 

"MIM'W'• 1.1: JM !et'•t.M 

Regraded Unclassified



- I~ -

are plact'CS on the ttturn. A few ot tht 110!"0 flatia.t a.buaea will bt clitwtled brltflJ 

a•. tt~U pOint. Jo 1nt·trpret1q t~t .. battl or oaUoul iDC'CM u ..... _,... ot o!l•D&tl 

t• tht n.auoaal n ltare. t.bt reader abould aote that t~t utl.aatee do a.ot inclodt 

the p rodcct. of aoot aot1•1Ue• out.ald41 tM aarht pl.c.. W'hlob, boftnr, are atUlUta 

u !he social aecat . Aho. t!lt tattaatea .,. la teras of ovrr.at d.olla,.. ud, tur .... 

r~re. do not ... , "'.,. Chan&n 1o the quuUt.aUn outpat or cooctt &Ad lt"loes. Thu.e, 

tht na.Uor:~;al lncou pro4\1.ct<l in ttru ot ourreat dollara 4toUAid. bJ o~t-Mlt rro• 

1929 to 1932. Dt.lrinc this eaae period there . .. a aarkt~ dtollot in tbt central priot 

lovel; thorotort, it io ~parent that tbt quantitJ ot aooda ani otrv1ota pr04uotd tn 

19:J2 waa r .tob •ore thaD ont- balt or tht 1929 outp1.1t. Unfortunately, satletacton 

prict lodeaol tor \tit d.tflalloo or tbt 4ollar t1ru:-es art aot &Yatlable; but la the 

4ts~ion or tbt tltlaato• 1D tbt nt• t chapter~ aA att~t it aadt to 1DdJcatt the 

t a!tD\ or tbt iDfl~tDCt Of prict \rt~ OD lht A&tlOD&l 1D008e , 

Ch&c&ts ln t~t oatto~l 1uco•• total• baTt rtlati,tl7 11•1t~ at&AlO& without aa 

undorstandin& or ob&o&ts • b.ioh occur h thti:o dlstrlbutloa and co•poa1t1on. E1t1aatt~t 

In t h13 pu~lioatton provide brea.-4o• n• or tbt Aational luoo•t by vartou~ lnduatrlal 

catecorlo9 AAd or laooat paid out both b7 tJP! or p.,aeat a~d b7 1D4~otrtal orJcia. 

or equal laport.uot are •tudles or t.~t nuaber or ra.a.Ur or 1D41Y14ual Ucoatl b7 

nrlo..,.s size &roupa. a field not coYtre4 b tbla report . S\aob W.UUoAal 1~utr1tl 

t:~oc: ld. proYl<!e tororw.auoo oa tht chanottr or tbt i.istr1b:attoa. oh.uJes 1o \.he 4e•rH 

or 1Deqc.al!\J b tbt dlatrlbuUoa. ud laforaattoa OD the oo~a1Uo!3 ot la.coau at 

dttfer-et~t levele . Tbt D&Uoul boo•• .., be s•Jbstanti&llJ lofhltDotd bJ the else 

distr ibution or incoao. dace the obaraoter of tbt diatrlbuUoa dtt1nttel7 arracte the 

Dl l'ktt vduaUon or dltftrent aooda and .. rvtots. upeolelly luxurtts. The tirat. 

orrtcial estiaatea or the siz. dtatr1but1oD o f !&ally iocoata t or tbe entire popula~ 

t loo appeared receotlr ln a publloatloa or the MatiODAl RtiOQroes Co-.Jtttt entitled 

.. CoD.swter IDeo••• 1A t.bt Uftit·e4 Statu. • It 11 hoped that aoM proYit!oa will te u.d.e 

tor- tbe prepan.Uoo or curr.Dt .. u u tt-1 or iDeo• 41etr1b1at1oo. bJ alu. bJ a Go•ero

atllt e.cenoJ u a part. ot U.a A&v..lar rtsearoll aoUYltt ... 

Soae of lhl problt•s lDYOlYtd to t.hl ~e or l~coae et\iaatta &I ••~r•~ ot pa~ 

chasln& powtr wert d1aouaa~ in tbe rlrtt aeotloo or thla obapter. While the est1.

att3 o r incoae payatnta abown bertln and prepared oo a •onthlt bAI1t bJ tbla Depart

at ftt uo pertapa t.ht olo .. at appro•l•~Uon h purcha.tlo..& po• er or ulUaat.t ooneuaera 

now anUable. nuatroua Uta.t are 1D.¥propr1attly exchtdt4. Also, tbt theoreuoal dlt

rleoltl' of dtt1a1at parohsslD& power abould aaU ~~ reader oauUolit 1a hit c.ae ot 

Utue e~t1.aatll . Thtrt are aa.a:y tt.eu Atoll proYide ltuUrldoab wUb pa.rcbasin& pOWtr. 

wblcb a re aot part of U:e uUoul taoo ... bDt wbicla a tpt., b7 uother d.tfWUOD. 'M 

put or tht auN&&tt iDeo•• r.ctipt.l or bdlddo.ala. SoDI lrt aere transfer or 1D

-:oa1 t'Na oot reclpltat t.o aoolher: ot.here reault tro:o a.o npaaeloa or ortd.H tbrou&b 

t!lt bAnkiD& 11'1\ta : Dtill others rtprteta\ receipts troa U't tfU)ftr of useU rroa 

~no hdivldual to ar\othtr or rro• hdl'f'iduale to buel.aesa: uttrprtoe•. T"bt net etreot 

'.tpon t~e t·ota.l p\ltObN1D.l ponr ot all 1Adh1duab or \q>OQ t ht purobuiq ponr ot 

; erta.ln claa.a• • ot lAditidu.als bJ euolJ cb&A&t• aar bt ,.,..,. • 1CA111caot. 

Pertaps aore t.b.ta U1 other t1qle 1 tu abon ta tbe 1.ocOM .. u aat••· tbat or 

t:ula•.s: n.•to.p hu oau.st4 tbe eo:st C04ttton,..J aM hP M•n a®JKt to the aoat al.

tiadnstt.Adlq, Tblt u .. La a481tt4dl.J' 111bject. to soe• dq,... or error u a nnlt 
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or t.ht pr-act1Gt of rfYalu11l&1D?at or1Nudot4ettote b tbtdtWralaaUoaofdepreoia

uoaaAC!o't).Jol .. otaot allowaaoea, U ftll u tbeuaatbtactOI'J'ttU.utn tor ulaoo~ 

rated nttrpr!.HI · Cl"'aUac U....at.atUUoalllalt.atlou, UaeteU•t.M are tUU uthll 

u irStut.t.ra& 1M nu-t \0 ftJ.M part ot \M Mt prodaet 1a Nt&iM4 t17 bul.Mel .._ 

t erpr-1 .. • dur-l.a& ,.,lode of p~rl\J u4 \M eat.eat to ft.1M ...-.u-.otMtft~ 

"nlt troa wr,..t .,.,..u .. 4v"J.-. perlofll or ........ loa. 

On tht otbtr bUd, \be flcarea 4o aot now tbtt bu:lMn eattrpriHa ,., oot aort 

a2AU. t.hu tbtJ rto.loq 4u.rlal perloda ot ~AHloa, Aor 4o tHr tM• that blollluta 

eattrprlaea ~otl.,. Mt'tl -.aR tbu. tMr P61 0\1\ 4urh& bu.t1Mtt ,..,,loa. n. ,.._ 
c.eipt ud cU.aburaeMat or oub tud.IU obdoulr U.Ortut 1D bulat....orol• &a&lple: 

but the tact that a bul.MH eat.etptlM bu 80N. oau oa b&Dd at tM tll4 u 1aa at t.be 

bt&iADb& of a ,.rtocl Met aot preol.S. Mp\ln bu.U.• M•U.. bJ tut oo..-,. 

n. dllpOelUoa or .... ,,, Uat bOrro.iac or -oMr, tbt t&Utn to -.tat&la plAt a.e4 

tqotpuo·t co ... uur.tt • Ub depnol&Uoa, &1111 ftr-lou ot.Mr taoto,. aJ..&a.t .. u brlaa 

aboU;\ an bCA&M 1a Uqu.1cl .... ,. at tlM IUit Uart \bat M&ath• bulMN Mda_. a n 

oceurrios . Slallarly, ro-ttl¥1 ~1Ditl eavlo&• .. , be aooo.,.al td bJ r.4~1oaa 11 

cub and otbtr Uq~;ald uatta. hrtbn, poilU" MV1A&I dlttlD& ,.t1o41 of pro-sttrUr 

do not oec .. NrU)' MM oorporatiooa leN tli&bJtot to raUu~ aor aort able to aabtala 

lacoH p&yMDtl durlaa perloda or depl"'l .. loa. 

Llqv.14.ltJ of UM\a .La lllportut 1a Mte....._.lA& tbt al!Ultr of oorporatlcaa to wtlb

alud tCO.DOalo etrua .... tba .uattaot of poai\lw or •a•u .. bulM" .. nap u 

aot a•ce.saru, nlat,t4 to tbe Uqeld.ltr or .... -... tt i.e onto thted nat dhide.U 

paid out durlac ~preaeto .. oo .. rro• tQrpl~• ~llt ~ durlaa pro.,.rltr. 11 tbt 

tlrtl plact. 1t .,.,, bt aohd tb&t a YftJ 1\Lbt\l.atlal. portloa of dhl~o48 p&ld out 

dt.trin& p41tloda or dtprtetloa u p&ld out bJ oorporatlont witb aet hoo .. • aTaUablt 

for dbbur .. Mat , u oo-..n4 witb oorporauoae ntta.l.DlD& lOIItt. Altlo. lt lt .&.-o 

portut to ooul~r tbe abU1tr of oorporatloaa to P*7 dl'ftdea41 WbUt atlnl.A&loa"' 

la relatlca to tbe cUr..ottr or tMlr .... "'• u .. u .. to tM taU\eaot cr a .. ,._. 

plu ac:oout. 

lbUt bual.MN ••lap _...,. tbt eoc...Uatloa ud rtftotloa of .... ta bf bul

"'" tAttrprl .. l U & .a1111 a1 sauu1 QMAUAM• Uty clo ao\. 1Mioa\t Cbaapl 1a 

lht total .... te of bQ81& .. 1 tD\trptlMI aor 1o tbl total M&ltb of ne coutrJ . 

Allt\s or bll811Lttl tottrprlM• oa.o be toon&Md bJ ••• berro• la& or b7 Mo~rltr flo

taUou a.s wtU aa br bu1Mu ••taca. u4 ou be dtcre&Md bJ tlle ,.,.,...\ of loau 

ud rttlre•at of MOUtltlta. u well u by .-p\1 .. bulaeaa ta•i&&a· Cbuc:•• 1A tbt 

uUoaal wMltlll .,.. .. .., nbltaaU.allJ tafhteoed. b7 a&Yi..D.s' or ladl'fidula, .. " 11 

u bJ Mriap or MaS... .. \ e rpt1Ma. 

ror .on cMtaUM d1.aualou of ooaoepu . acope. eooroea, • tlloda, u4 Uau ... 

Uoaa of tbt tattaatea, \ lae ttt41r u aca1A rettrred to tbe fin\ \ft obepterw ...S U•• 

apptAdix of N&tloaal Jaoo• 1a \be Ualtt4 at•tta, 1~. 
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CHAPnll II 

llthoGP tM reader •1 deel~ to pe.u o99r all ot tbe ctl.to•Mloa or co•c.p·u, 

acope , ud 11a1t&Uou ud &O d!,.ot to tM tlcv.r.a, Jt 1a eou.uted. that bit read at 

ltut tbe rtrat part of chapter t. ia wb!ob the teraa are 4tf1A~. Kt ahov.ld aott, 

in particular, tht dUft ... DCt ~t•tta tbt u.Uobl loco• tor boOM produced), la

coat paid out, tD4 l~oo .. paJ .. D\1 to 1D41vlduala. Tbt latter oonc1pt ta ••• to tht 

ru4trs or. tbtN uaull. b\lUttlu. 

Ia 19$7' tbt u\loa.al loco• of tM UD.Ut4 Stat.a .... Q.8 bllUoo 4ollara, rep,.._ 

1enU.ac a lO~petctD\ i.Acrea.n o•tr tb.t 1e34 total of ~-5 bUUoo 4ollars, Dupl\t 

tht aarQd dtcUGt la pria&rJ pro4uotica 1D \bt tl.o.al quarter of tb.t ,.ar, the D.&tloa

al 1ncoze la 19~1 • •• bl~tr thao lD &AY year aioct 1929. rroa 1~2 to 1937 the na

tional tnco .. laorea .. d Dearly 30 billion dollars, or 75 ptrotat . Tbt cala tor tht 

year 1937 alone ••• 1D ex.ceas of 6 b11Uoo dolla,.. . Tbt o.aUooal lllco•. or aet nhit 

ot c~ds and StnlC-tl ptodV.Otd 1A 19~, bohnr, .-u 11 .3 b11Uoa dollars below tbe 

r•cor4 t.ota,l or 81.1 bUUoo d.ollara 18 192t. 

n. per caplt.a iDeo• or enry ua. woau. aa4 c"Ud 1a tbe IJIIt;ltM: Statu wu 

$540 lc 19.37, u oo..,.m wltb 1494 lo 1936 a.od the low of oDlJ' t;J20 1a 1932 . n. 
record level or lt2t waa $668 . Tbttt ucur.t are obtalatd bJ dhldioc the u.r:naal 

eaUutts or the aauoaal l.oco .. b)' the oftlolal ald,-ear pOp\1-lat.loo ts\laat.es of tbt 

Bureau of the Cto.l\la , 

It is iaport.aat to oote that tbt iAooM tiUaat.ts are prtlta\.0 1D uraa ·of our

nat dollara: u4 \bat eoM or t.be nv.ot.v.atlcu a,.. tU renlt of oUA&e• ia. tU ••he 

of tbis UDlt of •a.nr.Mot.. n:u. tM to-,.roeot uor. .... la \be dollar .al v. of 

aat.lonal laco• la 1~ dl.d DOt f'etltot a proport.loutt l.D.oreue la t:M quutlt)' of 

&004a at&d ""leu produced, aiDce prlctl abo 1Acreue4. Tbt hreav. of Labor St.aU.., 

tlct iadezes abowtd a rl" of 1' perote! 1D wbol .. a lt prlc.u aod ot 3 ptl':tDt la tbt 

c:oat or lhlD& 1a 1931'. uotort\l.uttly, Qtltbtr or t.btlt prlct lD4Utl la ntt1c1to\l)' 

coaprchenaht to pera1t a oorr.oUoD tor tb• laUuuce or obao&tl io tbt nlut of tbt 

dollar oo tht alu or tb• a.atlooal loooM. The wholesale price lDdu h a •anre or 

cllao&ts 1o tbt wbol .. alt prlot of coa.o41UII ool.J aod dotl DOt reflect Oh&DCtl lo tbt 

prlc• of .. "tc,ea . Tb• Iareau or Labor Stauauca oost-of- U•l•c l.adex. u ao• coa

pv:ttd. l.Ddtea\ta cha&& .. oalJ 1a tbt l1Ytac costa of arbU •a&..,.af'llolr faaill.. . 1'M 

ao•tM::a\.1 or th .. • price •r1u a 7 be at'tdltd . tloweY•r, 1a order to appra.Ue the &••-
eral etrect wblcb cbu.&ta u prieta aa7 ba" eurttd u.poa tbt tttod of tht aaUoul 

loco ... 
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petp~la\loa fro• lt2t to 193'7. tbe P4't capita quaatl\.r o•tptat ot &0048 aad ••"l.cea 1a 

tb• l•Utr ,.ar COil\lAIIK 11abetaaU&llJ tllelo• \lila\ ot lil2t. 

Tablt 1 iadloatt• tbat 1Aoo .. orl&l&atla& 1a taob or tbl .-Jor 1aduatr1al oatt

corios, uotpt &ovtf'QIMR\, rtoordtd dpU1out &aia• ia 1937. "n.t 4tolht 1a taco• 

or1&1natlll& ia conruta.t etnlot n• ocouioatd br a 2.5--perotat More ... r·ro. tht 

1936 tot&.l 1a WOJ'k.-reUtf w&lt p&,._ta. llolt proDOiaAc.d. p.1u 000Ur.4 1Ja tbe ooo

tract conatnacUoo. U. &1AJa&, ud t:be au.•taouarla& bdu:trhe. o..,u, tbe tare• 

perc:uta&t looNaa. 1A tq COD\raot coaatnottoo ladutfJ'. tbe ltS'7 Mt ft.!Dt or o•t

p11t ia tblt 1D4U\t'J' teMlaed at lt11 UWl balt Ult 192'9 ltftl . fte traupor\aUO. 

&roup alao lt&&td in tbt rtOOYtf1 .a?t .. A\, &I a ttsult or tbt coatla•td DAf&Yorablt 

altuat1on or tht ra1lroad8. 

Tablt 2 ebon tht HlaUn lfii'Ort.u.ct or tbt nrloua aajor hd~a.ttrl.al 1ro_. 11 

lbt Jlatioa u lad.lc.at.ed bJ Ua• at t Ya.h• of procloot ot NCb loRatrr. Ia lsa2'1, .

pro1laattl7 40 ~rc.tat ot tbt aat10QA1 1Dcoet ort&J,ut~ 1A tM o080d.i\f-p~1a& 

uctuat ri ... MAutaoturiac aloat ooatrtbutb& atarl7 OD .... toart.b of U&e total . n. 
coa:od1\)'•l'l.t.nc111A& a.od tbt Hr•lo..-.onatlnc iaduetrltl c:.oatribut.ed tiLt re.-Ia.der~ ot 

•blob tbt trade, atrTiOt, and tiaaaoe croupe taob aooounttd tor aore than 10 ptt04Dt 

or tbe national total . The rtlaUYt propOrtioa.a oontrib'uttd bt tbt dU!tl'ta.t 1Adu.atr1tl 

chaA&td •ub:lt.utlallJ troa late to 1932. It 1~ tht contrtbutloa or the coaao41t7-

prod.uoi.D& te.rutrlte tell to 0017 eU&JltlJ .o~ uau oae-tourtb. • 1 Ua Mautaotartaa 

a«OWltill& tor 14 ~rceat. DarlA& U:at. .... period. conrDMat -.ore \MD doobltd ta 

relaUYr t,.ortuot . 

As a r .. ult or tbt &reattr 11\ort ... e atttr 1832 1D tboe• in.dllltr1 .. whic:b tl&d nt

rertd tbt aoat proao~ctd dtoliDtl, tbtrt waa a ttD4tDCJ b7 1837 tor .ott 1adu.tr1tt 

to show t,pptoa:iu tel¥ tbt _.. proporUoa.a to tbt total aa u .Jettd iD 1m. COatintd 

ciepruHd ooadlUou SA t.bt ooutra.ct coaetnaot1oa lad.ll&\1'7 ud tbt ettu-r&Jl~d 

brucb of tbt tru..eportatloo llldutrr retdttd 1a -.lltr ptrontap alt.,.., tor 

tbt,;e c rollpe la 193'7 thaD 14 1929 . 'I'll• 19$7' ,.rcea.ta&t.S pnMatH 1a t~lt 2 a.n 

~4er-a\ltt .. Att tor tbt 1adutr1te co .... rtd b1 tbt SOolal Stour1tr proarUI. •l•o• ,_.. 

ploJtrt' cootr1bu\1ou udtr t,bt .. proa r ... art 1hon 1a t:bt aura,attudartoot 41.

tributtd bJ ladu1trial eourot. 
IRJmiiP Sl!fJIIOS 

A.s po1att4 oet 1.D c"-'t•r 1. tbe dltrt,...ot btt .... U.. aaUooal tacON. or io

cMe pf"'ductd, a.od 1Aco.e paid oet an 4tatpatt4 aa ·~1.u11 N'riap•. Yll1~1a art 

pOSitht WhtA .Qt\ioaal !.DOOM tXOtecla !ACOM paid OU.t and art Dt&atU•t wlltD iaco• 

pa.id out h arta\tr \b.aD tbt e.a\ioul i.DoOM. AI rena.ltd 'of \bt tatiaat .. pres .. ttd 

l n table :5, 'outhtls eavhc• thotl.l.&t·• vtolntlr fro• rear to rsar. la 1m tb• a&

t1oaal bOOM taottd.td iAOOM ~14 ou.t 'o7 approxiM\tlJ 2 t bllliOD dOlln•. tht •rk

ri d.tcliat ia aa\ioaal lllooet 1a lNO n.e auob laraer \JWI. tbt tt.oUo• 1a t.aco.t pald 

ovt, nnlU•c u a.ep.U" bub ... aav!Ja&.t ot DNtlJ & billioa dollan 11 \.bat ,.a.r. 

1'b1$ hll iaonutd to 9 bUU• doll&t'l l.D t.bt JMt 19SZ, Uto atptl't't bU.l.atU .. .,_ 

ltt&l ac;coua.tt d tor otarlr oa .... tUUII of iaCOM paid out. ftt reco'f'tt'f petlocl bt&iula& 

to. 1933 broucbt co\Lt a .arktd ~nnal ia tb• tnad or bulattl aa•1Aaa. ud tro• 

1933 to 1"' \bt a.atioq,l 1400M UOttO.Gtd 1\lbltUti&llY .Ott thaa clld tac;oat paid out. 

to. 193S tbt nauoa.al aeoN .. 4 taoOM paid out "" atarlJ tqoa.l . Po11tht bulAtts 

a.a•l..cp appeared 11 boUII lNf ud 1937. Ut.t l evtl 1a \lit 1auer '"r btlo& aOMft&t 

loqr 01&& 1a ltSI. 
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It la wtll \0 po12l oat btr. &&&1• Umt tht ta\lut•• or bQlMas aa'f'i.a.p or ..,._ 

l•corporate4 uterprbts &rt subject to oouldera.blt error bect.ut or the lack or s ource 

.attrlal at ctuaq tor tbtlr proper .. u.ttoa. T'bla 11 parUo.alarlJ tru.t h. the tteld 
of &&r1c~lturt. t htrt the aet iDeo.. of tara op.ratora tbowa wldt tluotuatlons; but 
ttt tttJ aatta ot totrtprti4Grlal witb4ra•ala, b .. td oa tbt aatu.ptloa that t~ avtr-
1\Ct •Hhdranl or tar. opnatort ~aab the avtta&t ••&• or hlrt4 workers . do uot ab.ow 

ereat varlatloaa. For the tarly part of tbt period covtrtd, business aavlats or eo
trtprtnturt thowtd tbe eaa. t todtno7 &a did corporate aavlncs. ta 1933, however. the 
nUaaua hdloatt a artater proportional dtoUao la l'l.t&•U•t aavlll&• or entrepreneure 
than 1ft ntcatlvt corporate aav1D.p . P041tin nvlo~p or tatreprtuure e.ppnrtd u 19$4 

i!Dd loortu~ eubetuUdly tbrou&b 19$6. b\lt oorporat·t aad_a.p rtaaintdotcathtd.ur

itla t.btlt ,.,.,.., 

A OOIPif'i&OD Of tabltl 1 &D4 3 ttYt&ll tht tJttDt tO wblcb p&rt of tht Del YI!Ut 
or prod\IC\ 1D tbt Yarloua i.Dd.uatrhs wu rtta1Dtd b7 buata.u eattrprtee:a (po.altln 
biii1Mt-t HYiap) 1D aoM JNf"S I.Dd Utt extut to • blOb iDOOM pt.ld o•t tzCHd.ed 1Doo 

cc•• prod~:act4 'a.•cau ... buslaess a&'t'i.D&:t) ta otber ttara. Io au-.raota.ritaa • ...-pun 
ba.Slua• .. ..tq,.a to 1~ Yt" aor. thu hal r .. l&r&t u laoo .. procluct4 I.Dd aceouttcS 

tor eort t.Ua oa...-thitd of total 1acOM paid ovt 1D tl:&at loclv.atrr. 

Ja Yit• Of \bt llalt&\100$ iDYO}Yfd la tht t l\1 .. \tl Of butlAtiS IIY1Q&S Of~ 

1acorporattcl tDttrprlsu. the prel1a1aaq D&turt of tbt tltlaatte or corpOrate U.YlDP 
for 193G a.od 1937, ud lht quallt1cat1ou at.taohlaa to tht ttUaatu bto:ault or tht 
i~~lutnot or acoouotln& prott4ur•s wbich art oot atwa,e to acoord wttb the econoalo 

concepte. tht reodtr • ust use theae estlaattl • ltb caut1oo. TbtJ do indicate. bow

evor, that there 1e a t eo.d.tooy durin& period.t or pror;p.rl\J for buatatss eaterprlat-S 

to rt ta1a part of the ntl product and durin& ptrloda of dtpreaetoo to dlaburtt ao~ 
\haA 11 ptOduo~. tbtttbJ r~uoiD& their ntt • ortb •• a reault ot OQtrtDt operatloaa. 
Tht ltr&t div1d.to4 d.hbuneaeDts aad the abseno.. of pot1\1Vt b~htaa aav1D&I of cor

~ot&tlont l a 1936 ao4 1937 all b&'t't beta partlJ 1otlutaoe4 bf tbt un4ittr1b~tt4 pro

tt tt tu. 

-ruowr 

TUltt 4 u4 & preuilt esu.at .. or lacoat pa.ld oot.. olua1ti..S bJ Udutrial 

nuret tAd bJ \.JPI or p..,...:a.t. 1'b.t .ov ... 1lt.a lo taco .. paid o.t tT t~t YarlOU 1A

.t'Jitr1al 41Yh1ou ab.ow tht aaoe ctural ttD4eoo1t a u wen rtnaltd 1D table 1. 
It ~ tarat. the .oat aubst&Dtiel rtdQotloa• la taooae pa14 out rro• 1929 to th• 109 
pointe o f tbt d.tpretaloa oocurre4 to tbt ccaao41tr-ptoduotoa laduttrl•~· &leo. do~ 
!n& tbt rtooverr perio4 ~baequeot to 1933. tbt l ar&tl\ aalaa wtrt recorded b1 thett 
taat 1nd~atr1tt . Co•eroaeat aceacltt aa4 tht tltotrlc ll~t ea4 po• tr aDd •$Dutao

ro.caurect-aa• taduatry wert tbt onl7 two aa,Jor cat-t&orltt tn which locoae paid out 11 

1937 • •• croaltr tbaa lD 1929. Tbt contract ooa.tructlOD industry p&ld out onlY half 

.. auoh 1D 1937 u 1D tm. 
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dollltl in 1929 ~0 29.8 blllloo dollar& lD 1133 •• ~o•1D• or 42 .0 peroeot, &Dd tb•• 

ro,. to 46 .1 bUlloo 4ollan 1a 19;S"t, or w1\bb 10 prtro.at ot ttM ltat peak. Ia 

tbOM l.Dd:t:Litrha 1a wlltob aalar-lea ucl wapa oool4 "De N&npt.cl, t,M drop b nt:•• 
rro• 1929 to 1932 na I"'•Wr ttaaa tbl dtop 1a Ml.a.riN. n. nlt.thetr larpr u ... 

; rtut 1D n&e• arttr 1132 ,..nlted 1a approalaattlf tbt .... rtla UoDU.lp bet .... t.be 

J,ttU 1A 1937 &a 1.a ltat . 

Eotreprtoturial withdrawals warted oloeely witb total 008PIDI&tloa or t.plotttl 

t roa 1929 tbroqb 1930, but 1Dore&Md •ort ltOdtratel J io l9:SO uu1 1$37, Ntt r.at1 ud 

tO)'&lUtl fell Ui .. flJ to perc.ot fro• 1829 t o 1~ t.Dd tta.n laort....O ill tm to e.p

prodA&telJ tbre._ro~rtba or tbe l$29 ltnl . 

l ork;-relht wac•• ...,ear 1a the eats..t .. tor the nnt tlat 1a 193;3. Pr-ior to 

tbat year ao .. • ac•• "" pe.id oo won ... ,..u.r proJects bf local ac, .. ol ... blat .. ,.._ 

tactotJ dat.a an aot •••-Hable tor deterwlal.D& tbelr a&&J~.Hvct.. . rro. a \ot.al or 7'00 

atlllon dollars i.D 1~3. tbla twe of p.aptD\ l.ooreastd to D .. tlJ' 2t bU.Uon dollar• 

1n 1936. Inoreaotd buaintll aot1•1ty and txpaod1n& t~loy.eat 1.0 pr1 .. tt taduetrltl 

du.rln& cost ot 193'7 ltd to 1 decU.ot 1a • or·k>oortUtr ·nc•• ot etar1.1 oae- rourth fro• 

t.be 1936 le .... l. 

Soe1al s.ouri\7 ooatr1boUone of "Plopta art lnoluded 1D Mlaril8 ud n &•• · 

CODtri bcUOU or t.plo,.ra. ftioh tot.al-' Mlfl1 300 .Ulloa doUart la 1936 &Ad Dtl~ 

lJ a billion dollare ia 1937. are 1bon nparatt11 · n.,. ooatrlbutlou nre .. ~ 

UAdtr tbt UD.taplOptD\ OOIIpiD.MtiOD &nd o1H&t ill.SUraACI pto'f'illOQ.I or tht Ptdtral 

SOcial Stourit.J' Ao\ lAd tta. St&tt llnt~lOJ'MDt COIJitDS4t1on L&t l. 

RILATlvt IIIPORT/.11011 Or TYPCS or PUIIEIITS 

The utla&ttl 1.D tablt G. sbot l.ll& \bt perotat.q:e d1e'tribut1oa or Uoo• paid oot 

b7 t.)'pt o f pa_,..at . '" widtl.J utd. Tbt7 1a41cate lbt proportiOD of tot&l locoat paid 

oot. t.o neb of t.ht ntlou tactora ot pro41aoUoa ud as such artofooulcStrabhnl• . 

It. 11 laportu.t. bo••"" t.o note uaat t.bt fl&•re• do aot. rtprtMDt tM act.ul 

rKti,pts or apoeoitl o a roup• w1tb1A tbt t.o\U popdaUon. alae• ua.1 or tbt it.tu r.~ 
rntat accruala rat.btr thu. actual paYMnt.a ud auy 100~ rto1p1tDt.t reot1" aor. 

tban one type or iaco.. . Salar1t• aod ••1•• 1noludt eaploJt••• coatr1but1one to So

cial Security. but t~lOJtte baY~ ao ooa\rol over t.ble portico of t.belr loco... OD 

t.bt other bud, btMlito pa.t4 wader Sooll l S.cnltf p ro&r .... IOldltre' bOau•••· ud 

dlrect- relitf dlebura.•at,a are AOt 10olvde4 1D 1DcOM pald ovt. altbou.'b tht7 are 

t.c:hal rect1.pta or aptolfio aroupa • lt-hia tbt popdatioa . hrtbaraor.. tbtPOUt or 

dhldtod.s u.d Utt"lt s-14 'bJ bul.aus .. t.trprlHt to aure&at•• or iadhictaa.la (~ct. 
&I lUt - i.AhtuCt coepulte, aa•1DP bUU. pd ba.UdJA& ud. lou ... oc1aUou) aod 

t.bt loco .. diabura.ct 'b7 theM a1eao1 .. uMoobt.e<llJ dUftr couW.rablJ' fro• ,.., to 

''''· A dhouelioa of tbt now of 1Aeo• to auraptts or bdlddll.llt '- coDt.aiud. 1a 

01'11.()\·tt 1 1D tbt ltOt.iOD bat4a4 '"SoutOtl Ud .. \tl.o41 ot llt.laa\101 .'" 

Of t.ha total 1ooo• paid out. t.N oo..,euaUoa of tll()lOJttl rtprtttot..td M.t 

PI' rotA\ 1a 19.36 u4 17. 4 pe!'Qnt 1a 1-.s? . Ia U•b etud¥ all pa.-.oae no worbd ror 

OUI.r't oD a aal&I"J Yl&t or oo..taaioa b&l1a ar. olaSSifl.S. u -.to,. .. ud. \JMI,.._ 
' ' 11 tllat of _.ul lal:lonra 1t 

tore. Uat co.ptuaUo• ot corporate otuoara aa " u 

• 
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la.dud.M 1D labor iaCOM • 1'be 1137 J.bre Of labor i.DCOM WU bi(btr \bu 1A LQ p,._ 

do'~."~ ,..., ~r reri•• · OOIIP&tlD& rilh ss.e perc:eot 1.a 1921 aad 14. 4 peretat ta 

1932. It wofk...relltt nt:•• lAd Social S.OilrUr coatdbu.Uofl.l or tiiiPlo,.n, wblob 

totelht r aooouottd tor 4 P4fCtDt or total taooat paid o~t 1a. 1937, art tzoludtd rro• 

botb tot.al 1noo•• paid out aod troe total oo..,..aeauoa of •.IIPlOJtll, tbe proporUoa 

wbi~b e-.plo7ttl' o_.uatiOR btaf'l to total boo. paid oot 11 ss.s ta lt345 uct ee .o 
11>1=· 

TU aureptt of cUYider:da U4 lattr .. t 41d aot. •• ,., are&UJlA r't'lau .... ~rtuc. 

dvria& tbt periOd co•tred, baT1D& iDe~ eodtratt17 rroa 1921 to 1~ aad b&TtD& 

dtcl1ae.d \htr .. tter. Honnr, • ben tbnt t wo 1\t .. art eeparatt<t, tbarpl.¥ Ylf"J'lt& 

t rends art rtvealtd. rroe 1929 to 193~. 41v1dtndt dtcl1ntd in proporttoo to tnoo•e 

paid out Ito• 7.8 ptrotnt to 4 ,8 percent.. ud iDOtt&ttd tberealttr to 1 .8 percnt ta 

1936 ud 7.2 perctot ia 1931. XotA~at. oo tbe other bard., 1ncreue4 troe 6.6 .,_,.... 

ceot of lDcOM paid. out 1D le2.'1 to 10. -6 perctlt 1D 1933. aDd. nbeequtatlJ 4ecllaed c.o 

6. 7 perc.eac. lD li37. IDtrepr.ae•rlal • ttUnwah cban&ed oal.r ~,..\el7 1D relaUYe 

laporu.nce t hrouchou.t lhe tt.Ure pflriod. Met reate a.ad rorattlu deoUaed. proportioc.

attly fro• 4. 4 ptrct.nt 1R 1929 to 3.1 perceac. ln 1833. and 1aorettt4 onl7 eodtratelr 

thtrtaner. 

For tbt taUre per·t04. labor taco. acc.ouattd tor approxia.Utl.J t~lb.ird.t of 

tM lncoae p&J.d out. btr.pr.ot'Otlal rilbdraftla a.cc:oGAted tor a l1Pl17 leu t.baA 

oot-slxtb. ud propert7 1Doo.e. 1Dolud.1a.c: rnte &Ad ropl.Utt. aocoat.ed tor .ort 

than ont-tll.tb. Tbt Hlt.tht Uportue. or \beM Urtt atJor croupa CIWI&td OA17 

•oderattlJ •Uh cb.u&tl 1A tol·U locoae, lodlcaUD& tbat tentrtll7 tbt rt\lilR to tach 

ot tbe vartout factors of produoUoc. aa olualtltd eben. 1aorea1tt durin& ptrlodl of 

prosperity au4 dtoreaata durlat ptrloda of ~prtttloo in utarlJ \bt •~• proportion. 

hrtbtr t'f'14toct of tht 41atr1butioa of tAco .. paid out I,JIP4Iart 1a tablta 7 ud 

8. Ybtrt tllt rtlaUn bport.aact or the C"P'fDtaUOI or .. plo.,. .. aad ot d1Y1U.nda ud 

lcterut. 1e tbon for tacb lodutrial dl'fltloo . la 1~. labor 18~ accouted tor 

ooly Otlt-11xtb Of inCOM paid. OUt l.D a&rlCultUrt, &n ladu.atry Wbtrt tDtrtprU.tv.tlal 

lCth'lu .. art prtdoaiunt t.ad Wbert tDtrtprtDtubl withdrawal• rtpre .. ot. c.arlJ eo 

percent of tooo .. p&id o~t. Ntt reate aad royaltltt are lnoludtd tD\lrtlr to tbt fl

aa.cc.t i.odunrJ. ud aooout - at ltut 1D part - tot the lo• proporuoa of labor 

taco•• c.o total uoo• .tJL that field. In the thotrlo ll&ll\ a.cd pO• tr udii&.Dutaotu~ 
tu Utdu.tttJ. taplOJMI' oo.-uauoa repttatattd leN ua.a -40 pero.eat of totaltaoOM 

pa1d o~\ la le;J'T. u co.,ar.d dttl ?G perctllt or .ore 1D co"ra .. at. coDttt-ot ooo-

at ru.ctlon. IIU\ifaotut1.n.1 • truaportaUon. ud •ide.&. In ao•t ladutrln. labOr'• 

a hart d.toUotd fro• 1929 t·O tbt low rear a of tbt dtpttseloo. and horn .. d thtttaft.tr · 

Tht 1t01t ootablt notptloa.a to tbll ttndenot wtreiD aloin&. aant,~t•oturlnt. and flnanct. 

Wbtre labor laooat tnoreaaed. 1D relatl•t l_,ort&Aot durlnc the period of dtollotac 

total taco .. ud deonutd 1a relatln ilpOrtt.Dot du.rlDI t.U period ot lacrtula& 

total lncoee. 

. . • 
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-·-
til rectJ.P'- a.xot..S cUddMd ud 1at..r .. t ,., •• t.s 1a eo.e ,.. ..... ao Uaat a M&&U•t 

1Ua apptare tor clhideDd u4 iattreat l.aoo.e. Tbt tlectrto Upt u4 ~r u4 ... .... 

raot~re4-l.- 1D4YI\f1 aD4 tbt O~loatioa 1Dduatr,r botb ehowed aarke4 1aort ... l la 

tbt relaUn ilport.&Dct or p~ttr taoo.t troe 192i to tbe low ,....,.. of t~ depruaioa 

aDd tub•tutlal dtollAta la tbt relatbt Uiportuce ot dirldtDd u4 1at trell ,.,.. • ._ 

dur1AC lbt rtCOYifJ ,.rlo4. 

-PU-.?S 

Table 9 preHala tM .aathl1 tatt.aatea of t.a.oo .. p.I,)"Mata troa JUU&f7 lUI tllroa.cll 

Au&IJtl 1938, cl&Jt1tit<l b7 lJPtl or papeat. wUb a nartber breaJt~on of o011peua .. 

UoD or t81)lo,.etl b7 aaJor 1Kuatr1al oatecorlu. Tbt t.no\l&l au.recatea or tbttt aoD

tblJ tipr .. d.itter 1D UAI upeo\.ti troa U. uaual tntut .. or iaoo .. paid oot. bot 

tht at&n1tudt ot the aet d!fttreacea 11 aot ,,.at. Ia 1936, tbe dlttereace betweea 

t otal laooat p&.ld out tor aanicea rtDdtted aDd tot.al 1o.ooae pa.,.uta to io41vtduala 

• u larcer \baD. tor UJ otbtr rear, th latter txCH41.q tbt toiwr bJ oea.rl.f 2 bil

liOn dollart, or approxiaate17 ~,.rout. In au other Jtan tbe aure&atea . ,,.. wttb

u 2 ptrotDt ot taola otbtr. 

As 1o41o&t·tcl 1A chapltr I ot thla report, 1aco•t pl.jlltGtt. la. eoatraat to lA~oet 

,Lld. out. l .o.oludt certai.a 1 tt .. which do DOt repreata\. OOIIpttl.la\ion tor at"lOII our .. 

notly rudtred. Tb.us, dJ.r.ct rtUet d.hburae•at.s ud papule to •tltrau oa thtlr 

'4Jua\.t4 atr•lct otrtlt1oatta art 1ncludt4 lo 1Goo•• p.,.tata to 1ftd1Yld~a. but oot 

io hco .. pUd out. ~~ 8WI ot no .. two ittu a~oouhd tor 2.1 bllllon dollars 1a 

193i6 a.od a,pproxlaatel.f 1 bUUoa doUan l.a botb 1935 uc1 1937. boept tor tb.t Jtara 

1936 and 1937. tbt 1\eu 1aolud.cl lD. loco•• paid out o.a4 tzohdtd troa iDeo• pa,raeote 

art relatl••lr .. all. Tbtat oo~riat ·~lor•• and ,_,lofer eoatrlbutlooa to tbt Ptd

tral ConrD.Mnt tl!pl07MI' reur ... •t h.Dd. aDd to tbe Jta11rold RtUtu~tot talA, u 

wt11 $$ ••plOJtt aad ,_,lorer coatrlbutlOAI uAGtr tht $oolal !tcurttr pro&ta&J. II 

1037. tbtat dtdvotloDa total~ ~rozl.attlt l t blllloa dollare . Btottlts uadtr the 

Social Steu r-1t.7 pro&rau. wb.1cb ._.... 1DOlodtd. lo 1oco.t .,..,...au. ftrt rela\htl7 1a

•1&D1Clcaat prior to 1838. 

Tb.t &tatnl treM ot bcoet ~\1 clonl7 approdu~•• \bat or taco. pUd ollll. 

Howonr. tinct tbt tltla&t·tl or tocoM ,., .. au ar• •••Uablt 09 a eoattt.11 bub. a 

t Ort p,_Ct .. ~la or the O)"OUO&l YlriatlOU 1,1.\ \bt tlOW O( iDeO .. 11 poatlblt , 

Eae:tpt tor tbt br1tt sport 1a 1131 oceuloMd b7 lot..u oa. ad,Juttd ""lee oertttl

eatoa, total tDoo .. pt.)• eote decU.oecl al.ost. uatoturu;tttdlJ rra tbt illN quarter 

o r 1929 \.0 March 1$33. T!a1 1Dd ... or total p&JMDtS, a4Ju.attd tor .. UOD.Il tlriaUOD. 

dropptd 4S perctD\ 4a.r-1ac O.Js period . 'ftl adJuttd iodu ot tht c:~Uoo ot ... 

plOftts dtoreate4 ~roa1 .. tt1J' 48 perotDt. o••r tbt .... period. Total 1Dco.t P'f• 

&tate rote eharpl7 U.roqb the tl:aal tb .... qUarters or 19M. abcwiq a &alD or DtlltlJ' 

OD .... tiftb 10 \1'&11 e-.eoa\b petlodi. Dorb& U:e Dtat 3 JtAtl. hOO .. parMDtl 1aereutd 

ettadUr. wltb a partloularlt aarktd rUt la tht a!ddlt or 1$31 occuJoat4 1a pert 'b7 

rhLal p..,...o\a oa vtt.tf'&U' ad,joatt4 etnioe otrtttic&t... The ptak reacbtd 1A tbt 

aeuou.llr ad,Ju\ec~ t..S.a ot tot•l u.oo .. ,..,...u iD .lucut 1137 n.a to.2 percea·t. or 

tht 1929 ltYtl . rro• Au1ut tan to II&J 1938, t.b• iadtz dropped 10 potatt . Do.rl.a& 

Ut.il period all ,,., ot i•ooet parau.U tell ott a\l'otlaatiallJ. Sllbaeqveat to- ..,. 

1aco .. ,.,_.t.a taoreue4 1a ""* .,.u.. 
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- :sa-

Te.bltl 10 u4 1.2 hcUoau \.be trna 1• tht auber ot ,.raou ta&&&.S. bJ t,.,. 
and by h\duatr1al aroupa. UQpaid faall.J fat8 la.bor &DC! ••loytta tQ&'Ced 08 work 

relief proJect& baYt 11ot bttD iDol\Kttd. 14 tht tl\lat.t·"· A.lao, tbt auber or ·~lOft .. 

t·enda to reprtata.t t\111-U .. -tqv.in.ln.t ••loyMat r•ther thu the total Dabfr or 

perso~a who worked at a.a;r UM duriq lht Jtat. Tbus~ bJ uh& auul anra.&tt of 

acnthlJ t1a•r ... two ,.r-.oD.I. tacll .orU..q e .oatb.t cNrua: a'"'· ,..,,.. .. at ou ,.11_ 

ti....-.qul'f&ltD\ ttlplOJH. lD 80M 1Dda.l:trl ... ftttt Mpan.tt .-plo,....t lad pe.J-toll 

~cordi art aa.iola.Utd tor tbo .. tllplOJitd 01l a part-u .. buia. 1\ 11 po. .. tble to aUt 

rull-t.1at-tqu1valent taUat.tea tor \bote •orkh& part of tb wttk or unth . Coa.v1,._ 

alon to tull-tlat equivalent tor thle type of tlployaea.t 1s contlntd to very tow ln

dustrltl, ~oauae or tbt laok of a.oeaaar, 4ata. 

rroa 1.929 to 1932 the to\.&1 Duber or "rMU tQ&a&ed d.toUMd M•rlJ' 20 peruat . 

ne aubet or tD.trepre.U11rl d11rla& thi-S per1o4 rt&&lot4 appro:~1Mtt1J \I.AQbu.&ecS. ftilt 

tbt ~uber or t~plOJ'HS dtoll~MCS .ore than oae .. roortb. Ia tboae 1Ddutrba nere • a.at 

ea.rotrt and nlaried eaployt .. oo..ald be sttrtaattd. the drop la the auaber of wa.ce 

earners troa 1929 to 19S2 W&l 39 perc.tot. •• oo..,art4 wlth a 28-~rotnt dtcUat in 

nlarled t lflplOJ'ttl. Tht a.uabtr ot ,peraou tft.C&&t4 wu ooly 3 ptrotot hea io 113'7 

thaD i.o 1929. The o.UIIbtt ot ta\r.prtaaun 1a lNT r u 9 .2 perc .. \ bi&btt \.h&D lD lt29. 

rblle Ult a~r ot uplo7tta 1A 1~ wu $ .1 P<trotat leas Uaaa \be lsa2t Ul&l . n. 
a.t deQUat troa 1929 to 193'7 or lus Ul.u l t ailUoll pen~ou eacqed. ahoold DOt tt 

acetpttd u a ataau.rt or tht ou.ber or peraou u..auplo7td ia lin. dace U.trt .. ,. 

pub&pl 2 aillloa peraona ul1taplOJtd lll 1929 u4 \btrt wu a 1ubetuUal 1Dcrtut lD 

the nu•btr or t.ploy&blt ptraoa. bttr etD 1929 aod lt!T. 

Crollc&l 'f'lrlaUou ill tbt ouabtr or ptr*DU tD.P&K. bJ 1D4utrlal dhltloae. 

nrltd ololtlJ' wltb tb tbotuUou 1o !DOOM or1&1a&t1D& lD t.bt d.Uttreat lWu.l\rh.l 

&.roc.p. . Tht l ar&tst perceat&&t dKUnu t'Nia 1$29 to U.. lOY Jtt.n Of t.bt dtoprt .. loa 

IJ:Id tbt .lttstlt perctotact hcr•uu thtttafttr occurred 1.a lht oo..od1ty-prod.'lolac 

lodustrltl. wltb'lhe excepttoa of ~&r1:~!turt. la wble~ tbt ou.btr o! !~r~ operator. 

ltndtd to 1Dor·tl•t durloc t.hh period. A aon det.aUtd piot.urt ot t.bt ttttct.• or tbt 

depuulon a.D4 reco'f'tt'J' ou be obt.a.lD~ r·ro• t..ablt 14 . whlob ahoq the D\tebtr of e ... 

ploreea. by u.jor aDd •1aor laduat.rhl d.hialoat . Thia t.ablt tt'ftlla oot oolr aarkt4 

d.l!rttUc.tl 10 nplOJ"MDt rhctuaUou troa ODt ujor l.Ddut.rlal lfetV.P t.o UO\htr. 

but alh u.ooc auttcroQPI ot ~cttle iDduul.. . nus. ta U.t MAdact.v.rtaa crovp. 

decllata troa 1929 to 1932 nrttd fro• 20 perc::tD\ lD tht rood &lid tobaoeo bra.acla \.o 

aort t.bu so perctut. 1a t.ht c.outrv.ot.loa aat.triat. atad naralt.wrt brucb. Also. 1D 

lht tranaport.ation croup. a. aarktd dtollot oco..arttd durin& t.bt deprtltloo 1A the nil

road lnduatrr. u coapartd. wUb ooly a eoderat·t dtcllne ln aotor transportaUoa . 

The rec.oYttJ pt~iod . .. aia1larl7 cbaract.trlzed bt aubtt.antial •arlatloos •l~blo \ht 

Rbcroo,a to •ac:la lDdutrr. 

'!be per capita loce .. or tv..U-U.. ••lore ... abowoia tab.lt 11. ladicat•• • olott 

relaUco.ahlp over tlat period froe 1929 to 1938 betfte:O anraa• la.cne of all ••lofttt 

aDd the cott.-ot-ll•lA& 1A4tx or urb&D w&&t-taruer t.-111•• · lt. ebould bt oottd \bat. 

t.be tsUa&ttl of per eapU' toocet of t1QlOJtt8 art 4tthed bf dtvldlD& ealatltl pd. 

•aces t
7 

tbt 1\tll-t.~uh&ltat ouJMr of t11Pto1tte ud uaat aalarlet and • • , .. ;: 

bttor. dtducUou tor nplOJHI' cootriblatloJU u.dtt the ,Soolal Stuorl\7 pro&rua· 

dt-ollDt lo Ult per capita lDOOM of ... lo,..., froa ltD to 1133 "' 25.8 perctat.. u 

• 
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·• · 
COIIJI&ttd orlU & d.rop ot 1:3 .8 ,.,....\ 1a \.M .. , ... Of Labor St.aUaUca ooat-ot-lh'lac 

tnd.tx . n. .. two Mrl" warted olo.l7 tor U. aut 2 ,....,... kt l a 1131 u.s lm' ,., 

ot.PUa iDCOMI l&er.ued •ok MN tMa \U 001\ Of lht.ac. TIMN!Ott, 1\ appeara tll.at 

oa tht anract. t.boft 111plo,.., tra.p~M. t"Dll tiM ••r• taJortaa areattr tt&l laoo.. ta 

19'56 .. d lia'l \ l>oa 111 1818. 

1o atl.oted ladutrlta • bera aaladtd ._lor"' aacl n.c• Mratr. oo11lcl be .. ,,.._ 

t&ttcl. tbt la41a or &ftf'l&l aan.a.l M.la.r-1 .. Mol lMd. l tQ Grtaa tbe period or .,ru
ston t b&A dlcl \be ooat.-of·U•hc Udez. ehrMa •••rea• ......U ""'' deoUMd Rbat .... 

\iall)' • ort tb&a tU coe-\ of lhlq. DltliC t iLt puloc:l or taore .... '"I"&C' a&aa.al 

waeu or t\111-u .. nplorK na• tarura ro .. tubetuUal17 .,,, thu per capua aat
arltt in tht , ... 1D4aatrlae. 

Tabh 11 ebon tbt per oapl t. iaooep ot t'lall-UM Nplo,.cl worJr.era u ..,ro.d 

aattlf 40 ladutrlal catt&orlae. n. anne• tan..l.Ap or worUra ftrhd. nbatuth llr 

troa todultr'J to ladu\t'J l a lts7. rit.ll •a.rlaUou 1a the -.Jot l r"'tpe froa 1010 ta 

acriculturt &D4 1911 la .. rwlct to 11.711 la tlaaa~t &ad 11,5$2 11 tbt oo.-uaicatloa 

lod~try. l lthlG la4Gitr1al tuba~• aatktO ••~1at1oa. ocourtt4. Ia aaaatact~ria& 

tnd\1.5\rltl, anr&lt &ADual tuu-u .. eantaaa 1D 1937 u r1t4 troa 1988 1A tht t .. tUt1 

aDd hathtr br&Aob to tl.e&O lD the p.•er· prlaUq, Ult publlahhl 1Dd.utrr. Not 

oaly 41d tbt ab•olute •••rae• ••rr rroe l~tr, to 1Dduatrr. but alto tbe .aaattode 

o! tht yaar-to-r•a.r rluotntlou 41tftred oouldtrablf tro. OM area ot tcouaio aot.

ldtJ to uotber. IA ..., ladutrt••· par otpU a 1Ja,oQ.a cStoUat4 epproxlaat elr eo 

perc.ut tro. lt2t to the low , .. ,.. or the qpre.,loa: ebtreu 1.a otbtl"', per capita ~ 

coua rtaa1Dtd pnc:Uoa.U:r etUlt . 'l'bt a1p1t1ouot or the per capl\a iACOM ttUaattt 

is l l aittd by the taot that t htJ art 1otlu t actd bJ obaaa•• both la • •1• ratet aDd lo 

the proporUou of eork.tre a t dtrrertat "'" eoaht . Tbue. u &a lDdUj\tJ dU• 1•11• 

a nlatlvtlJ' sreattr aub41r of uuklllH ud l oe•boo., eorktra t hu or U.UlK nrk .. 

ers, •••rae:• a..aDQal ••.rat..aca ., iacn&M. d .. pl tt n&• cot1 .-oac tboH • ho ooatiaue 

to be eeplo,..S. 0. tbt otbtr b&.ld. aYira&• Mnaiap ..,. d.c,.... • cb eore UWl na:• 
cub wbert the l•oide:Dct or utiiPlo,...at t&lla Nlatl•t !.f .ore h .. Y1lJ upoa tu lliP

lncoM lfOQIIe . 

T'he tablta troa 18 to as. iaolualn , prtatat fUrther dttalll or ooa.tldttNlt 

lattrttt to tbo .. wbo wlah to at~J YarlatloDI .. 01& dlrtereat 1aduetrlal catt,orltt . 

It 1e parUoalarlJ' lateH~atU& t...o .ott u.at tlootuauou iD tbt total oo-peo.aaUoa of 

corpora\., orttoe,.., ~ 111 \able 20, 'f"&t'hd oloHl7 w-lt.h obU&II 1.a Ute total c..

peuaUoD Of all uplOJ'"I. IJ,H8 la tablt 6 . F'r¢• 1SII29 to 1~. total l abor l aoo:M 

dtoliud ,._,,3 peroe•t uct tbt oo~~p~uaUoa or oorporate erticu .. eu rtduetd. by ..0.1 

perctnt . Jo 1938, t~• 11ttat 7.-r tor ~icb the r1rur•• a re aYail&bte, the co~Pt ... ~ 

lion Of OOtpOta\1 OftiOirl waa 28,7 ~rotDt 1181 t.b&n ln 1921. Whlrl&l \hi COII)IDI&

t 10D ot all ..,la,reea &bowed a tl.8 peroeat dtollat. 
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l1lil mm Pimi C'P lltl1l:l 

1't t 8\ltt&U O( Forti &D IJL4 0oat~t1c Co .. ret • tlat&JU 33 Dle·triot and Coopnath't 

ott1Ctl looate4 1c tbt prl.a.o1.pal coaerol al otott rt of tl t country. 'l'btat ott1ot1 art 

atnlat.~o~ru of lbe Sunau. ThtJ ... , , eatablllhK to brt.nc lbt lurt au bto closer con

t.ct • Hb tbt b\LilD-tta publ ic a:nd to eca.blt bo.tlDtll to utUlu Us ttoUitits aa fUlly 

u poqlblt. 

tbt Dlatriol aDd. Cooper.th't Ottlot• CODUJI l.oforaUoa 011 nrl~ p~a.sH of 

'Dotb torelp u4 d.ouaUc trade Wblc:b a&J be at4 to ~vuuct 'b7 pteplt iD a&ll1 Unn 

or buta .. a. Our Diatrlct ud CooperaUn Ottlcta II&Uctra nlcoa. poer.onal callt t7 
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rebruary 11, 1939 

It is proposed that an analysis be made of oertaln 
tundnmental factors related to the shorter term obJective of 
an ISO billion national income and upon the longer tern 
objective or tull employment and a steadily rising national 
income. Speoirlc recommendations baaed on the rindinge ot 
this atudy vill be made. The analysis vill be focused on 
tvo broad subJsots : 

I - The ascertainment of existing deterrents 
to private enterprise and t he measures that may be 
taken to remove them and to stimulate recovery. 

II- Anticipatory action t hat may be taken to 
prevent the eaergence of factors that vould endanger 
an orderly and sustained approach to full recovery. 

Basi c Questions 

In order to determine the necessity and magnitude 
or additional steps to attain the stated objectives, it ie 
ril'&t desirable to answer three bae1c questions : 

191 

l . What levels of production, consumption and 
capital i nvest ment vould prevail (a) vith an $80 billi on 
national income, (b) with full employment, taking i nto account 
prob11ble price ohane;es? 

2. What level or employment vould nrevail with an 
~0 billion Mtional income, t aking into account '!lrobably price 

CJUlllf'el? 

3. Hov rar, on t he basis or exiating programs alld 
ex,ectations, is the national 1noooe likely to increase 1n the 
next tvo years? 

I 

A. &xiatin6 Deterrents to Private Enternriae and Their Removal. 

l. Lnsging Industri es. 

Which industries and branches or agriculture 
have lagged 1n the recovery, and why? What speci
fic t hinga (other than t hoee indicated below) mi ght 

-- Regraded Unclassified



- 2 -
!.92 

be done to increase the antlolpatod voluae ot 
oap1tal expenditures in: (a) tho railroads 
(b) the utilities, (c) building, (d) other durable 
goode t1elde t 

2. Excess Capacity, 

To what extent 1a tho ex1atonoo or idle plant 
acting as a deterrent to new oapltnl expendi tures? 
How much increase in consumer demand would absorb 
idle capacity i n various fields? Bow tar can an 
increase in consumer demand be brousht about by: 

a. an excess ot governoont cash expenditures 
over reoeiptat , 

b. changes 1n the tax s t ructure, 
o. changes 1n the types ot government ex

pend1turest 

3. Taxes. 

What elements ot our Federal, state or local 
tax structures, bearing on propert)', individual or 
corporate i ncome, payrolls or sales, have particularly 
adverse effects on consumption or new investment? 
>that modifications in t he type and methods ot assess
ment nnd collection ot various taxoa might stimulate 
capital investment? Would the abolit ion or restric
tion ot tax exempt securities encourage new private 
capit al expenditurest 

4, Excess Sav1ng. 

Have our savings been geared to a higher rate ot 
growth in population, technological advance, emergence 
ot new industries, foreign lending, etc., than we now 
poaeeast It so, has this acted ae a drag on recovery? 
What measures are appropriat e to meet this situation, 
it it ex1stat 

6. Availability ot canital. 

Insofar as the d1tticulty in securing loans and 
equity money tor expansion appears to be a deterrent, 
to what extent could this be remedied through: 

a. provision ot better underwriting facilities, 
b . changes in t he Beourlt1u Exchange Act or 

regulations ot the B.E.O., 
o . the establishment ot a new type ot government 

capital eupplying ngenoy, 
d, the R. i'. C., 
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changes 1n state lava governing i nvest ment 
ot insurance and trustee t'unda 

fUrther reductions i n mortgage and other 
interest rates on lonna to ultimate 
borrowers, 

further modification ot laws and regulations 
relating to bank loans and inves tment s? 

6 . !!onopol1atio Practices. 

Is t he existence ot monopoliotio elements euah 
ne price, production and patent controls, ret~ing 
i~vestment or consuoptiont It eo, how mi ght euoh 
controls be removed, modified or offset? 

7. Prices. 

Are present price relationshi ps and trends aot 
i"h as deterrents? What action mi ght be t aken with 
reference to prices in certain tielda that would 
stimulate recovery? 

8. Profit llargins . 

In which industries, it any, are inadequate or 
excessive profit mar gins acting no deterrent s? 

9. ~-

Are particular wage r ates act inr ~o deterrents? 
Are certain labor practices, auoh as trade union 
apprenticeshi p and membership requirements1 and out
put controls, acting ae det errents? I a l aoor legis
lat ion, suoh as t he Wages and Roura Act and the 
National Labor Relations Act, ootinr aa a deterrent? 
What action in respect to these teotors might be 
t aken t hat would be in t he intereata of both labor 
and of recovery? 

10. Agriculture. 

Insofar as present agricultural price and 
production policies and the carryover or agricultural 
commodities are act i ng as deterrents 1 what ohangee or 
additional measures appear appropriat e? 

11. J.!nrlteting Legi slation. 

Insofar as exist ing legislation in t he market ing 
t1elde with rcrerenoe to ret a11 price ca1ntenance, 
fair trade laws, etc., acto aa a deterrent, vbat 
ch&nGes appear appropri ate! 

193 
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12. Private debt Burden. 

Are excessive debt atruoturee ae in the rail
roads and utilities, or defaulted debt as in t he 
mortgage field, retarding nev investment? How migbt 
t he de t errent erreots, i t any, arising !rom these 
sources be moderated? 

13. Social Insurance. 

To whe t extent , it a t ell, does t he present 
eoci el insurance program oonstitute a drag on 
reoovery? What changes might be made in t he program 
Which, while r etaining t he contributory principle, 
would aid 1n t he a ttainment of a higher national 
income? 

14. Government Coopeti tion. 

To what extent, it eny, are private capital 
expenditures being deterred by uncertainty over the 
future role which is to be played by Goverru:~ent 
activities or a nat ure co~etitive with priva te -
enterprise? To what extent oould t his deterrent, 
it it exists, be lessened or removed by a further 
clari!ioation or t he Government 1a policy on t hese 
mt1tters t 

16 . Foreign Develonments. 

What are the exis t i ng deterrents to recovery 
ari sing trom conditions abroad? Bow mi ght t hese 
deterrent a be alleviated or removed? Hov can our 
foreign trade be inoreseedt 

18. Budget. 

Bov tar, i t at all, i a the existence o! an 
unbalanced budget a psychological deterrent? It the 
deterrent exists is it auttiei ently serious to 
warrant en incre~se in taxea or e decrease in ex
penditures or both in order to balance t he budget? 
To ·what ext ent could this deter rent, it it exists, 
be modified by t he introduction of private bus iness 
ooncepts into Government accounting? 

17. Other Governmental polioiea. 

To vbat extent, i t at all, have ether govern
mental poli cies in t he fiscal, monetary, railroad, 
utility and other fields not mentioned above, acted 
to deter long term invest ment t 
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8. Ot her Meuurea to St1mu1ate Reoo..-ery 

1. Fiscal Policy. 

(a) What measures oou1d the governoent take 
either independently, or in cooperation with st ate 
and looal governments, t o inoreoeo government in
vestment& in self-liquidating enterprises without 
compet i ng with private industry and without addi ng 
to the budgetary deficit? 

(b) How might the maxioum volume of desirable 
irtvestment by local bodies be eeoured with the 
minimum charge on t he Federal budget? 

2. Monetary Policy. 

Can any further steps be taken in the field of 
monetary policy to et1mu1ate r eoovaryt 

II 

TI!REATS TO ORDERLY AND SUSTAINED RECOVERY 

1 . Monopolietio Praotioea. 

In whi ch industries and at wha t level ot produc
tion will monopolistio practices a nd controls result 
in excessive price advances? How may t h is be pre
vented or relieved? 

2 . Bottlenecks in Productive Capacity. 

I n which industries and at what level of produc
tion will be the lack of adequate plant capacit ies 
retard expansion? How cay t h i s be prevented or 
relieved? 

3. Labor Shortages and Disputes. 

At what pointe and at what level of increased 
production wi ll the lack of adequate ski lled labor 
retard expansion? How may t his be prevented or 
rel ieved? What devices promise more amicable rela
tions between employers and labort 

4. Over-Production of Invent ories. 

How far mi ght t he oolleotion and publication 
of current information on inventories, new and un
filled orders, etc., lessen t he danger o! over
aooucu1ation of inventories? 

-
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ll. 8peculat1on. 

Are present controls autticient to prevent 
disastrous stock and cocmodit7 epe~ulationt 

6. Adverse Developments Abroad. 

196 

What steps can be taken to protect our econom7 
trom possible adverse developments associated with: 

a. forei gn exchange deve lopments 
b. foreign trade and exchange pchcies ot 

foreign governoents, 
c. w·ar, 
d. international capital moveaent s, 
e. business recession abroad? 

?. Deficiency ot Conauaer Buying Power. 

I a t here a danger t hat recovery will be checked 
b7 a detioiencf ot ooneuaer buying power (i.e., b7 
the tendency ot savings to inor eaae taster t han the 
demand tor new capital)? It eo, what action can be 
taken t o forest all t his danger? 

8 . Excessive Swings in Coneumer Credit . 

Is t here a danger t hat t he orderl7 character of 
t he recovery will be threatened by excessive changes 
i n t he outstandi ng volume ot consumer credit? 

9 . Fault y Ti ming ot l!onet nry !llld Fiscal Operations. 

(a) Is there a danger that recovery cay be 
checked through higher interest r at oet What bearing 
does t h1a have on Treasury and Federal Reserve 
monetary policies and Treasury financing policies? 

(b) Hov rapid a reduction i n net government 
expenditures would be oonsietent vith a continuation 
ot priva t e r ecovery? 

III 

SUPPLEMENTARY QUESTIONS 

l . Danser or Inflation or Deflat ion. 

Ie there any foreseeable d!'nger or (a ) intl.at1on, 
(b) deflation arisi ng !roc the f1aoal and oonet ary 
pol1o1es currently being followed? What changes 1n 
our monetary, banking and tiacal meohaniama and 
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Clontrola can be aade to illproye the adequaCIJ !l!ld 
ettectiYBneae of monetary policy and the t1m1Dg of 
!iacal operations to aYCid 1n!la tiCin and deflation' 

2. Public Ored1t. 

Vould a substantial increaee in the publiCI debt 
have any important etfect en the publiCI credit1 

3. Public Debt Burden. 

What ia the burden and 1ncidenCie Clf the publiCI 
debtt 

4. Trend of Interest Rates. 

What are the more i~rtant Clonaideratione bear
ing on the tuture Clouree Clf long tal'll intereat ratee' 

&. Trend or Price LeYel. 

What would be the ~oat dea1rable trend 1n the 
general price level 1n t he next rev years1 

6. Changes 1n BasiCI Underlying Conditions. 

To what extant hAve the outlets tor private 
oap1tal expenditures and the posoib1lit1sa tor sus
tained full employment been afteCited by the alaoken
ing 1n the growth of population and by other 
modifiCiat ions 1n baaio underlying t aotora condition
ing our economic growth' 
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It le proposed t hat an analyah be ude or oel'te1a 
:.:: • .,ental tactcre rel a t ed t o t h e shorter ters obJectln of 
•• : bill i on na t i onal i ncoMe and ~n the longer tera 
0 !Pe:lve or tull emplo~ent a nd a et ead1ly r1a1Dg national 
! c~me . 8pe o1r 1o r e ooncendnt 1one baaed on the f1~ or 
tUF study wlll be made . The tu\l\lye1a w1ll be foouee4 on 
t•·o bl'OI\d aubJ eot o : 

I - The ascert ainment or ax1at1ng deterreota 
to pr iva t e e nterpr i se and the c eaourea t hat cay be 
tn::en t o ro:ove the:~ and t o at1culate reoonry. 

II- Antio1pntory act1on t hat AllY be t aken t o 
~revent t he ecer gence or ractor s t hllt would eodallger 
"" orderly nnd auat a1n ed a ppr oach t o full recovery. 

Bas1o Q!.le11t1ona 

In order to det erci ne t he neceon1ty and cagn1tude 
~;· ·~.<\ 1tlon!ll nt eJ)a t o at t a in t h e 11tnt ed obJectives , 1t 11 
f1:·ot dce1rnble t o nnawer t hr ee bnoi o queat 1ona : 

l. What l e veln of p1•oduot 1on, oonaumJ)t1on and 
r· lt·l 1weot oent woul d or evn1l (n ) with an $80 billion 
-- t!o-.· 1 1nco., .. , (b ) with- rull eo1)loyt:~ent, t nlti r.g i nt o aooount 
robr ~c ~rlco dhnn:ea? 

2. What level or e~ployment would ~revall wi th an 
~11\ion n~t1onPl inco~e, tn~1n~ 1nto account -.robabl~r1oe 

f' "''"1 ~'E 1 

3. How rPr, on t h e baalo or ex1st1~ pro~aas and 
•c t~tlons , 1o t h e n~tlonnl l nco::~e li~ely t o i ncrease 1n t ho 

• t>·o years ? 

I 

A. .:x1ot1nc Deterrent s to Privnte Enterpri s e Rnd The i r RemoYal . 

l . ~cg1ng I nduot r i ea. 

~11 1Ch 1nduetr 1AS and br&nOh88 or agr i cul t ure 
hAve l ngced 1n t he recovery, and why? What apeoi· 
fio t h1n6 B ( ot her t hAn t r.OBO 1nd 1cat ed b elow) m1gbt 

-
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be done to 111creue t he anticipated voluoe cf 
capital expeD41turee 1n : (a) t he railroads 
(b) the ut111t1ee, (c) building, (4) other durable 
goode t1el4at 

To What extent ie the exietence or idle plant 
acting ae a deterrent to new capital expend1tureet 
Row ouch 1ncreaee 1n coneuoer deccnd would absorb 
i dle capacity 1n vari ous tieldet How tAr can an 
1noreaee in coneucer deaand be br outht ~bout b7: 

a. an exceee of governoent caeh expenditure• 
over r ece1ptet 1 

b. chant;ea 1n t he tu etructure, 
c. change• 1n t he t ypee ot gove~ent ex

pendltureet 

:5, Tuu. 

What ele~ents ot our Foder~l. at ot e or local 
tnx atructurea, beari ng on propert7, i ndivi dual or 
oorpornte 1nco~e, payrolls or o~lea, have pa~ticularly 
adver se effects on oona~ption or new 1nves t oentf 
'JhAt oodifica t1one i n t he t ype and oet hoda or esaees• 
cent end collection o f vnrioue t nxoa o1ght stimulate 
oap1tnl i nvest oent? Would t ho abolition or restrio
t1on of t ax exeopt oeouritioo enoo1~nre new priva te 
oapitPl exponditurea t 

4, Exoeas Saving . 

Have our envincs been neared to a h1cber r a te of 
growth i n population, toohnolor ioal advance, e~orsenec 
o f new industri es , foroi~n londinc, otc., t han ve nov 
poaeeaet It so hoe t h i a ~cted no o dr~S on recovoryt 
What QOAOuree are appropr i a t e t o ceot th18 a1tuntion, 
it 1t axlatet 

&. AIR1labilitx or ce~ital. 

I nsofar aa t he difficulty i n aeouring loans And 
equity money tor expansion a ppooro to be a det errent, 
to what extent coul d t h io be reoodi od through: 

a . proviaion of better underwriting t acilitiea, 
b. changes in t ho 8eourit1ea Exchange Act or 

regulation• ot t ho B.E.C., 
o. the estnbl1ahoent of a new t ype ct government 

capital eupplyin£ B(tnoy, 
4. the R.r.o., 
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e. change& in atata law• goYerni.ng inYestaent 
ot insurance and tMletee tunde 

t. turther reductions in mortgage &n4 other 
i nt erest ratea on loan• t o ultiaate 
borrower at, 

g. turther modi:!'ioation or law• and r egulation• 
relating to banlt loane and innetmenta? • 

6. Honopol1at1o Praotiou. 

Ia t he exietenoe or monopol1etio element•, auoh 
aa price, production and patent oontrole, ret&rdiag 
investment or conewmptiont It eo, how might auoh 
control& be remcYed, modified or o:!'taett 

7. Priou. 

Are present price relationehipa and trend• aotlJIS 
ae deterrentet Vbat action mi ght be taken with 
r eference to prices · in certain :!'1eld11 t hat would 
stimulate recoveryt 

a. Prct1t MArgine. 

I n which induetr1ee, 1:1' &n7, ere i nadequate or 
exceaeiYe profit margine act ing •• 4eterrentet 

9. Labor. 

Are particular 

Are certain l abor ~~~~~~;!~!S~~~~~~~~! apprenticeahip 
put control• ao~lDS ae 
reepect to the•• taotore ~ tat.n 

¥: ~: 1!:1:r!:t!n~f _::a~.;.;~='-;:: 
&D4 1M laU.oaal Labor .. laUo .. -•, -·- ~R .. ~'!l • ._,_u 
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12. m-t• 4abt By£4!p. 

Are ezoeaai'N 4abt atruchrea aa 1A tbe nll.
roada and G1llt1ea, or 4efaalte4 debt u 1A the 
csortpge field, rehl'IUnc new 1Anst• ntt How liSP~ 
t he 4atarrent etfeota, if &n7 arising fl'Oia then 
aourcss be !IOC!erate4t ' 

1~. loo111 Inegrapot. 

!o what extent , 1t at all, does t he present 
aoc1al insurance prograa oonat1tute a drag on 
recove~t Vbat changes aight be made 1n t he program 
which, while r et aining t he contribute~ principle 
would aid 1n t he a tta1nunt or a hlj;ber aatioM.l. ' 
i noomet 

14. 0o••rnaen~ Coapetition. 

! o what extent it an7, are private capital 
expenditures being deterred b7 unoertaint7 ov~r t he 
tut ure role Wbl.ch ie to be pl&)'ed by Gonrnt~ent 
IICtivitiea of a nat ure oo~et1tin with private 
enterprioet ! o what extent could t hi d det er rent , 
if it exists, be l essened or re~oved by a further 
clarification o! t he Govern:ent 1 a policy on t heee 
l!llltterBt 

1~. Fore1s n Developoenta . 

What are t he existing det errents to recover y 
arising troo conditions abrondt How oi &ht t hese 
deterrents be alleviated or reoovedt How can our 
foreign trade be i noreeaedt 

15. Budget . 

How tnr it a t all 11 t he ex i s t ence o! L~ 
unbalanced b~dgct 8 peycholo01cal deter rent? I t the 
deterr ent exists 1a 1t auttio1ently eerioua to 
warrant an increi ee in t axes or a decrease 1n ex
penditures or both 1n order to bnlc.nce t he bud(et? 
To ·what extent could t his det er rent, i f i t exist s , 
be modified b:r t he 1ntr cduct1on o! .,r i vat e bus1nesa 
concept s int o Gover nment nooount1nct 

17. Oth er Governmenta l policies. 

To what extent, 1t at all, have other govern
ment al poli c1ea i n t he t i ocal, oonet nry , r s1lroad,d 
ut111t)' and other t1elds not mentioned above, not e 
to deter long term 1nveet oent t 

Regraded Unclassified



-·-
o ther •·en• !9 ft'"'"" ""'R' 

1. neqsl br''l'· . 
(a) _, WIIRHO OaalA Qo IOIW ID' tab 

eltller ooa11D4apoll4ed!{• or SJI oooporaUoa wUb atalo 
an42__ t &C"6Z-D 0 0 '0 lDOftaOO IOIWWIDt la
fth-D 0 1D aolt-11q1l14aUD8 OD,OrprUOO wlUioP 
~uaa wlth P1"1Y•h J.n4uatl'f u4 wlthollt •""'Ill 
t o the buAge'-rJ 4efloltt 

(b) Bow wlgbt the wextmw 'nll\10 of 4oalrable 
1nYeatment b7 looal bo4111 be aeouro« 111~ ~e 
m1n1mwa obarE;e on t he ,...eral budgeU 

2. !Conetarx l'oUOY. 

c.n &111 f'llrtbu otepo be taltea 1n the f1e14 of 
110Dahl7 pol1o7 to lt~te !'100ft~ 

n 
!HIIU'rll !'0 ORDIRLY JJID llt111'1'AINED IIECOVERY 

1. Monopol1at1o Praot1oea . 

In vh1oh 1nduetr1ee &nd at what lnel of produo
t1on v1ll monopol1et1o praot1oee and oontrola reeult 
1n exoeee1YI pr1oe adYanoeat Hov ma7 th11 be pre
Yented or rel 1endt 

2. Bottleneoke 1n Produot1n Oapao1t1. 

I n vh1oh 1nduetr1ee and at What leYel or produo
t 1on v1ll be t he laok of adequate plant capaoitiea 
retard expane1ont Hov ~7 t h1e be pr eYented or 
rel1eYedt 

~. kRbor llhortagee and D1eputee. 

At v~t pointe and a t what leYel o! increeaad 
production v1ll t he l&ok ot &dequ&t e eki lled labor 
retArd expaneiont Row mer t his be prevented or 
relieYed? What devioee promiee more aaioable rela
tione between employer s and lebort 

• · OYer-Production ot Inventories. 

Hov t&r mi ght the collection and publication 
ot ourrent 1n.tornet1on on inventorial, new and un
tilled ordere, eto., leaocn t he dancer of oYer
aoouculetion ot i nYentoriea t 

-
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&. 9Deou1At1on. 

Are preeent oontrole eutt1c1ent t o prevent 
. diaaatroue etook an4 ooamod1ty apeoulatlont 

6. Ad•eree Developmente Abroad. 

What etepa can be t aken to yroteot our eoonom1 
trom poeeible adverse developmente eeaooiated v1th: 

a. foreign exohonse development• 
b. tore1gn trade and exoh&ns e poiioiea ot 

foreign governnente, 
o. v e.r, 
d. international capital moveoenta 
e. bua1neea reoeee i on abroadt ' 

7. Detio1enor ot Ooneuoer Buying Power. 

Ie there a danger t hat reoo• ery will be checked 
b7 n detioieno)' of ooneumer buying power (i.e., by 
t he tendency of ea•1nga to 1noreaee t aeter than t he 
demand tor nev capital)t It eo, vhot action can be 
taken to toreatell t hia danger? 

8. EXoenin 8vine;e i n Oonewner Oredit. 

Ie there a danger that t he ordetll' oh&raoter ot 
the reoo.er1 ¥111 be threatened by exoeea1•e ohancea 
1n the outetan41ng •olume of consumer oreditt 

9. h!Atl 'U!UM ot )lonetnrz and F1ecal Operations. 

(a) Ie there a denser that reoo•ery ma:r be 
oheoke4 through higher 1ntereat rateet What bearing 
doee thie b&Ye on treaeurJ an4 Federal ReaerYe 
aonetarJ pol1o1ee and Treaeur)' tinano1ng polioieet 

(b) How rapid a reduction 1n net go•ernment 
e~endituree would be oone1etent vitb a oont1nuat1on 
of pr1nte reoonr1t 

III 
8tJPl'LI:dlft'Aicr qUEII!IO .. 

1. Dans!£ of Inflation or Deflation. 

Ie t here any toreeeeable danger of (e) inflation, 
(b) dll'flat1on =iei.ng trom the f1aoel end monet&rl' 
pol1o1ee ourrently beinG tollovedt What chenSe• 1n 
our ::10netary, bankinG a:~d t1acel aeoh&nU•• and 

Regraded Unclassified
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controls can be !:lAde to iapron t he adeqWLCJ and 
errectiveneee or aonet ary POli cJ and t he t iDing or 
!18cal opPr ntions t o avoid i nflation and de!lat1ont 

2. Public Credit. 

Vould a substantial inoroaae in t he publio debt 
have nny i mportant erroot on t he publio ored1tt 

3. Publ1o Debt Burden. 

Vhat ia the burden and i noidenoe or the publlo 
debt? 

4. Trend or Interest RAtes. 

204 

Vhat are t he oore i~:~portant oonaideretlona bear
ing on t he tut ure oourae or long t er:o i nterut Nteat 

6. Trend or Price L•vel. 

Vhat vould be t he coa t deo1rable trend 1n the 
s enera l prlce l evel in t he next rev yearat 

6. Changes in Bl!.elc Un~crlying Oondltlona. 

To wha t extent bnve t he outleta !or private 
capital expendit ures and t he poooibilitiea !or aua
ta1ned !ull eoployment been arreoted by the alaoken
inr in t he grovth or populat ion and by other 
modirioat i ona l n baeio underlying raotor• oon41t1on
i .ng our economic grovth t 

Regraded Unclassified



11J teu Iota II' 1Mle11 

!be .al.IIN -fJpAg baa .... 
IOUUI4 to b flllll 1114 .... ...,. Mrt1117 
a-!Uoo '117 1t1 te•e•lll ~''" u u 
outU.JII tor b n..a, ot b ....... ., Pl'lbl"· 

ov plaa ot prnll • 11 to allft 
oalll ot the .,...101 u-1atl4 1a tue -': 
to laftetlpto u4 to ftPOI"\ oa .., ot b 
cr-etloal _ .. ,., s.a thll .......... 
tbefttoPO l wwl4 eppndah NOolri.Jia ,.._ 
JOU '117 ret..;.;; 23 a lllt of \he q111"lona 
1111.1111:1 ,our natt vllble to ••udf· If tb .. o 
wlatU'J .. l .. uone 4o .. , proY14e f ... '' 
1 .. 1, OliO ropol't Oil eub q1101UOD, b 
.... 1a1D& q1111tlolll .., ... ,. be ... lpl4. 
lour nalf bownr, 11 '"' , . ltan 110ft 
on &nJ of \11111 qu11t1on1 '' ono• wi t hout 
-1uns tor lu'be1 .. 1on of ' hi .olWI,...,. 111, 
or tor aii1SDalft' of other qu11tlon1, 

Jepol''l OD \bOIIJUII,10nl aarkll 
"vc•n•• llboul4 be lube1U \o 'h• OouU\ .. 
11 IOOD •• pOIIlb1!1 bu\ oot later \ban 
lilal'eh 20 ._ .. 'UIO q1111UOftl 10 IIIJ'ltl4 IPO 
lither o~ b.lll lapOI'tiiiOO 01' N qUlrl 
11Clll&\1n ao\1oe. 

lellonN 
UDabp 

11allft.l7 JOVI, 

::.os 

Regraded Unclassified
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!he Honorable llar1'1Der I. lool ea, 
ClhaiN&D Board of Go1'8rnora , 
Pederal i.eel'Tt l7a1ea, 
Waab1ng1oa , D. c. 
boloaure 
UDahp 

:os 
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,......, 11, lNI. 

.... ~ ,_, 

!'ht Honorable Karr1ntr a. Eool tt ' 
Ohalru.n Board ot Gonrnora, 
Pt4eral ~ttPTe aratea, 
Wa.nlft81on, D. 0. 

lnoloturt 
J:8Dihp 

• 
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, ..... IIIIJ'7 18, l ilt. 

'!he Bo110nllle Ma1'2'1Jier a. Eoolee, 
Oha1nu.D Board of Oonl'IIOl'l, 
Federal lte•ene a,., .. , 
Va~on, D, 0 , 

' "R _ .... 
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., .. •17 ,_., 

1M • altb r:~amo ._ .. ,., 
n.. •at a, laUoul .. we 111 

oa.ltt .. , 
Dlpu 1 111 of ~atm•, 
~ ••• o. 
% 11 I 
U111hp 
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~11. lilt, 

.... ~ ,_., 

..... ,U'J' et ~ ,........, 

~· Honorable rreder1o A. Delano, 
Vice Chaira&D, Jat1onal Reeouroe• 
~nee, 

Departaent ot Interior , 
Waahington, D. 0. 

l:noloeure 
UD:bp 

21U 

Regraded Unclassified
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ns xh • ..._..r;nuaa • ..., 
·-· , .... ,. - ..-it .... o.-lttH 
.. - .. pM?Ual!, .lid ... l&t• tta. 
.... 10 ,.. " - .-n~.eu .. ..a& ... 
sana •• -.a. • 1 11" a • .. ...u
l..Ul&tl,....U.. 

.........., of tbl 'haa_, 

!be Boaorablo J're4er1o .t.. DelanO, 
Y1oo ~. I&Uonal. ~·ovo•• 

c-iUoo, 
~DC of lDUr1or , 
Waab1Dg\OD1 D. 0 . 

J:Do1onre 
U l)lhp 

:11 
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............, 11, 1Nt • 

., ............... . 
tile ollelooe4 as a ... baa Mea 

RllalttM te tale neoa1 1114 .... ,..,. Mn9017 
eo.lUH 'bJ lh tHhllleal ~"" Rl u 
OlltUM for the lt1aQ If b I'HOfti'J ptOblft. 

0.. p1u of pront•• 11 to allft 
eMil of': a Slll U-lato4 1a th11 ¥Oft 
to ian" 9114 \o ••pent on 9117 of tile 
..... ~ Meta1Bo4 1a thll --... 
ftlefttwo I ..U appl'lllato ftMlYlll& ,._ 
, .. '111 Po~ 13 a 111t of tile qw1Uou 
1lb1lla ,... nan wt.lh" w n..tr. It n.•• 
ftl....,. HlHtlon• 4o DOt 1)1'0"#140 f .. at 
l ... t -repent 011 MOb qwaUon, .. 
-~ qunlou 1197 baw to bo uet.cao4. 
r- etatf._ bo••••, 11 '"- to ''""' ¥Oft 
Oft 1197 of UIOM qtaOIUORI at 01110 trltbovt 
wltbc for n1a1111on of the 'f01WltarJ lllt 
or r.. u•~nt of other queet1one • 

...... , . .:JJr:. .. ..=:.r.:·=· a:= .. 
u -• •• po11lbl~1 INt aot 1at•r tbaa 
Xareb 20L 'll?lavM me qulltlODI 10 llllfto4 9ft 
1lt!wr or 'bulo lllport- or roqu1Po 
10C11latl91 eotloa • 

.,,,_lJ ,_., 

: 13 
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hllrul'f 18, UH 

.... 
~ clear llr. S.ndereon 1 

!he anoloae4 -r&Ddua hu beea 
euba1Uecl 'Co na Final u4 JlonaiUT MrtHI'J 
~"'' b7 1h hoha1eal ~"" .. u 
ouU1na for ne eiu47 of t he reooni'J probln. 

Our plan of prooeclDre 1a 'Co allow 
Mah of na agenolee a .. oo1aie4 1D \hie wl'k 
\o 1DnaUcah aD4 t o r.pon on aD7 of the 
qu .. \1ona oon\a1De4 1D thu ~r&Dd•. 
!harefore I would appreolah reoe1rtDC troa 
JOU b7 rabl'IIU'7 ~ a l1e\ of \ he qu .. u ou 
wh1oh ;rour daft w1ehae \o eiu47. If i h .. e 
Yolua\an 1alaot1one 4o not proY14a f or at 
lea&t one repon on eaoh ~aaet1on, t he 
X0$Ph' ~ueeUona -7 haTe 'Co be a .. 1pecl. 
J'Qilr na t ~r, 18 tree to eiart work 
011 aD7 Of b; .. quaaUODe at ODOt w1lbo•t 
n1i1D& for nba1 .. 1on of the YOluntar7 l hi 
or for aee1cnaeni of oihar ~ueat1one . 

Jlapone on tho .. Juaet1one ~lta4 
·~ni• eho1114 be eabe1U io ihe O..Utee 
ae eoon ae po .. 1ble

1 
wt a ot labr ihan 

llaroh 20L lleeaue ina ~a .. u one eo ~lte4 are 
a1iher oJ: hu1o 111poriuoa or require 
lec1alai1Ya ao\1on. 

11noarel)' Joure , 

leoretUT of t h e tr.aeurr 

llr. Leon Ban4ereon, 
lxaoui1n leoraiar)'L 
~ral'f lai1oDal AOonoll10 o-1Uaa, 
Waeh111gion, D. 0. 

Knoloeure 
IID1hp 

214 
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hllnarJ 18, 1NI 

IC7 4tar Mr. Hender1on1 

'f1w ono1o .. 4 •-ND4111l hal bHn 
lll'ba1Uo4 to ~ F11ool. Uld IContt&rT A4Y1IOI'J 
Ooaa1ttoo b7 lt1 teohnioal ooaaltteo aa an 
OllU1Do for the It~ of the ZOIOOYOI'J probl ... 

0\11' plan of prooo41aro 11 to ol.low 
eaoh of tho ~no1 .. a81oo1ated 11\ th11 work 
to 1Dn•Ucato and to roport on anJ ot tho 
quo1t1on1 oonta1Ao4 1n th11 -randua. 
'flwrefore I would appreolate reoelrtng ti'OO 
JOil b7 Fobru&r7 23 a l1at ot t he queat 1on• 
1lb.1G JOUO ot~f withe• to otlldT. If the1o 
w1UIU.J'J oolon1on• do not proY14t tor at 
l~'- one report on oaoh q11 .. Uon, t he 
a 7 h':J quot1on• a&J han to be aeliped. 
'Xov n ~ b.ownl'. 11 tree to atart W01'lt 
on aD7 of lhi1o q1111t1one at onoo withont 
waU1q fOl' lllba18110il of the wluntll'J Uet 
01' fop a111gnaeftt of otbel' queet1on1. 

lleportl on tbo"Jud1on• u.rlte4 
0111'g0Dt1 lbolll4 bo 1Ubm1tt to tho Ooam1ttll 
al IOOD al poll1ble1 . bllt not latll' than 
ICarob .eoL boeauo .'no qu .. t1on1 10 aarlttd &1'1 
elthll' o:r llal1o u.portanoe 01' requ11'1 
1-ri•l&tln aot1on. 

11noort1J JOVI, 

Mr . Leon Rendel'Oon, 
Exoout1n SooretarJL 
!oapol'arT Nat1onol. 50onoa1o Ooaa1ttee, 
Walh!Agton, D. o. 
llloloeuoo 
IBD:hp 

Regraded Unclassified



,.....,. 18, ltal 

K7 4 .. r Ml', H•ndtraonl 

lbll ~ .... --- baa ..... 
10alUM to ~ F11oal Ul4 'MoaltU'J AAYliOrJ 
o-l.UH b7 lh bohnto&l ~UH u an 
011U1A1 tor ~ 1h47 ot ~ NIO't'lrJ pNbln. 

0111' plan ot JII'"Mua 11 •• allow 
•uh ot thl ac-oll• u-lltH. la th1l wl'!t 
to 1an1Ucah an4 h • .,.,, on aD7 or the 
qUIIU.ODI eonta11114 la thil _ ....._, 
'!'beNt- I 1101114 appi'Mlltl NOil't'illlr ~ 
70u b7 r,t..;;.;.;-23 a 11et ot t h e queetlou 
whleb .,..p 8Wt ir11h11 .. "1147. It thlll 
Y0111iltU'J ell1oUon• 4o Mt proY14e t or d 
ll&ll ODI ~ OD luh qu11ll1n, t he 
I 'et .. q'lllltlODI Jl&1 han t o be U liped. 
~ natt hnutli', 11 '"' to "'" 'IIOl1t 
on~ ot ben quiiUODI at ODII Without 
wa.lUDC tor IOaluloa ot the wl1111tarr lln 
or tor aaalgnalat ot othlr quaatlona. 

1\lporta on tho11JUII1ilone auttM 
'lll'gellt' ~ul4 bl ftbcll\1; h thl o-1U11 
u -n a1 poulblt1 but not later GlaD 
MaNh eot 'bel'" '' tAl qu1eUone 10 Ul'kM &1'1 
eUh1r o !Iaale 1Jiportann or reqll.1l'l 
leclal.aUft aot1on. 

ll1101N17 70V I , 

Mr, Leon H1nderaon, 
EuouUft IIHl'ltU'JL . 
!.-poll'll'7 llaUonal -no-lo Ona1Ut~, 
Valhlngton, D. O, 

ICMloiNI'I 
E8D:hp 

:.16 
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'•tlonarJ u, lNt, 

., ....... IAablal 

1M -leae4 .._.._ baa Mea 
ftblll"l4 to tbe J'leoal all4 llonehrJ AbhOI'f 
o-lttee 117 lh teeha1eal _,"" •• u 
ouUiJll to!' the etwtJ of '1M "'o'"'' Jli'Obln. 

0111' plu ot Jll'lll4- h to a11elr 
IMh of the aseaell• aa-late4 la thle wol'k 
to lanltl«Atl 1!14 to ftPOI"\ 011 &117 of tM 
qaet10ae -u.lae4 la thle -..s-, 
"-efon r wou14 apjii"'Ila'• I'IOilrtftg ,_ 
7011 117 r.~ 23 a 111' of t he qv .. uou 
'llb10b JOIU' Raft wlahll to lt\147. . If \ heM 
"NlUDt&I'J HlloUOIII do DO' Jli'O'tlda tor a• 
lealt - I'IJM~l"' 011 laah qu1U011, tbl 
-lDlJI« qQIIUOIII 1111 ban to be uel«De4, 
YOU!' atalft bo .. nr, h ffte •o ,, .... vorlt 
Oil 1U1J Of 11UH qu1U0111 •• onol Wltholl' 
waltlJIC for euba111l011 of tl:la .olunhl'7 111' 
or t or •••~• of o'hll' queetlone. 

~· o11 tbo••Ju .. u on• IIU'tr.l4 
'vpat 1 abolll4 "be eublll" to tl:la c-lUe• 
•• - •• poea1ble1 bu' DO\ la'"' 'ball 
ICal'Oh eo'- "bloallH •11• qu .. uon• 10 UPitl4 are 
eUber or b&alo 1JipoM- or ftqllll'l 
lesllla,ln ao•loa, 

11'111111'117 JCN", 

Zl7 

• 
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,......, lt, lNI 

llr. Iaador Lub1n 
oo .. 1ea1oner ot Labor 8tat1et1oa, 
Dw,part•ent ot Labor, 
Wuh1ngton, D. 0. 

holoaure 
II:ID:bp 
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Mt dear Mr. Lubin: 

Mr. Iudor Lub1nl · 
Ooam1ee1oner ot uabor 
Department ot Labor, 
Vaeh1ngton, D. 0. 

Enoloeure 
E8D1hp 

ra LL1T 11, ltat. 

Stat11t10I , 
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..... LW'7 U , l NO. 

,.....,111'1 of the ,...__, 

Xr • Ill&4or Lll))1n, 
eo.aielloner or Labor st at1at1o• , 
~nt of Labor , 
VaAhlns'on, D. 0. 

EnolOIUl'e 
ESDihp 

~?.u 

Regraded Unclassified



PebPaarJ 18, ltJt, 

ICt &ear XI'. leeret&I'J' a 

!be enoloeed ae110rllll4u hat bltn 
~ba1tted \o t he F1toal and Kont\ar, A4Y1eorr 
Oo~1ttee b~ 1\a teohn1oal ooaalttee at an 
ouU1ne for t he tt\&47 of the reoonrr probln, 

Oar phil of p1r00edure 11 to allow 
eaob of the acenolel auoo1ah4 1n t hh worlt 
to 1nY11Ugate and to report on M:l of the 
quut1onl oonta.1ned 1n t h11 •-randua, 
!harefore I woul4 appreolate reoe1T1ng troa 
rou b7 ra~ 23 a llet of t he quo1t1on1 
wb1ob JOur staff w111hee to 1\udJ. It t h1 .. 
.olunt&I'J' 1t1eot1on1 4o no' proY14t tor at 
leal\ one report on eaoh que1t1on, t he 
re .. 1n1na queet1on• aar han to be au~ed, 
Your ttaff bovenr, 11 tree to ttart vor lt 
on an7 of \ he•• que1t1on~ at onoe without 
vaUlD« for tuba1n1on of t he .oluntarr 111t 
or tor a111gnaen' of other queat1one. 

Repor\1 on tho11Jueet1one lll&l'lted 
•uraant • aboul4 be 1111:1111 u to t he 0011111 nee 
•• aoon ae polt1blt1 but not later t han 
ICaroh 20 ~,. bloauee t ilt quatUonl 10 maned are 
tUber or bal14 t.portanoa or require 
leclelat1Ye aot.1oa, 

!'be Honorable 11a1'1'7 L. Ropltlnl, 

fbe leeretal'7 of ao-aroe. 

IDtlo~ 
J:IIJ)abp 

.. 

~2i 
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leon\&1'1 of \be 'booaelll'1 

!'he Honorable Barr7 L. Bo.-lt1na, 

!'he Sooretary of oo-eroe. 

Knoloauro 
&IDihp 

:22 
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!he Honorable Har17 L. Hopll:1ne, 

!he e.oret&r7 ot Oo•ei'Ot • 

:23 

• 
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...... ...., 18, lNI 

....,.._,.,. ot the 'l'rel'lr\11'1 

!tw S.Orable Ba:rl'1 L. Boplt1n•, 
!tw ...... ,U'J' ot c roe. 

:24 

Regraded Unclassified



Pebruary 17, 1939 

It ie propoeed that an i nveatir;at l on be o~ce 
ot tundament~l tactora vbich may stand in the way or 
attaining tull employmer.t and a atead111 1ncreae1r.g 
national income. Specific recommendations beeed on the 
tinding• ot these i nveetigntlone should be ::n~.ee 80 that 
policy might be formulated vbloh would lead to an 
i norea•e 1n tbe national 1noooe. Tne following ~re some 
ot the baa1c queat1one to vb1ch t he 1nveat1&ntion should 
be d ireoted. (Queet1ona marked ... are urgent , requ1r-
1ne 1mnedi P.t e study, those oPrl'l'd •• are less urgent 
cne t hose mar~ed • are least urr;ent.) ' 

1. \ihat are t he proepectt tor continued 
recovery 1n 1 939 and 19~0? ?.ov aoo:: "'-!:j" n e:v~c:t t he 
nct1onr l incooe to r enc:h a l evel o r ;o bi ll1on e yeer? 
'."hot are t he threBta t o cont1nuec! recovery? 

2. Which i oportent 1nductr1eo l P("f ed 1n t he 
1933-3a period, caking lese t hen a r easonable c:ontr1bu
t1on t o t he i ncreose 1n t he n~t 1onAl 1ncooe dur1nc t hnt 
oer1od? Which 1ndustr1es wore toreooat 1n t he recover,·? 
Vnnt cnn be done to atimulntc le£~1nG 1ndustr1es, 1n
crePa1n6 the1r contribution to t he na t1onnl 1ncone? 

3. How ter 1a the c le1m thnt ne"· lnves t nent 
1e be1ne seriously blocked by epooitic Gover nment 
meaeure a Juatif1ed? 

4. To whet extent does new cnp1tnl 1r.veo t~ent 
t or p lant expansion and new induetri~l develo?~ent coce 
!roo (a) oaeb aa£ets, (b) borro~:inr , (c) anle o~ eou1ty 
aecuritiee ' Is t h1e cap1tPl r~ieed t hrough (e ) orr~n1<ed 
security exchanges, (b) 1nd1v1dunla, (c) bnnks, (&) other 
1netituti onal investors? ¥.ow do t hooe tlcures co~p~re 
w1th t he 1 923-29 per iod and what 10 t heir s1cn1f1cance? 

6. 'l'o vbnt ex tent are depreciat ion r eserves 
not beint reinvested' 

6, Do induatriec or specific ventures w1th 
rea•onably bright prospects hAve nny d1tf1cult;r obt~t!n-
1ng the neceeenry capita l i n entllfactory torr.1 ? If so, 
whnt oan be done about it? 
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•• 7 . 'l'o whP.t exte:~t l:ould orivnte in-nataent be 
E :; ~::ulRted wer e t he Fed erl\l Jo\·er:l:lent cc.re t'ully to cte
l1nente t h e are e a or ou1• nntional econo~:~y t o which it 
;-ro;>:>s~s t o confi ne itc i nvestoent proc r no in t he near 
:' •Jtw•e , let;vin(j other areas e xcluaiYely tor development 
bj· ;>ri vate enterprise! I s it poani ble tor the Government 
to aoecif y exactly -- by i ndus try or l ocation or tunotion 

t he !1eld o! investment activit y t o wh ich 1t 'Oropoaea 
to confine 1taeltt · 

a. Vnat elements ot our t ax atruoture -
?edcr rl , Sta t e , or local -- serve aubatantinlly to retard 
t llt' c roHt h or t h e ne.tionP.l i nco:te t hrou!)h t heir ettect on 
c:::-su:l'Ot ion or new i nvest :tent? Wll.'\t modit icnt !ona which 
>oul d e timul,-.te the (;:'Ol<th or t h e n~t10M1 1nCO::le could 
be ;:nde in (P. ) upper br nc::et ;>eroo'nru. aurte.xea, (b) loa a 
c :- rryoverst (c) a ve rr-c1ns ot !nco:te, (d) cn~ltnl gn1na 
t~~r t1on, e) consol1d2ted co1~orntlon returns, (!) ta.~
tl::m c! d i vidends, ( e;) cor?or.~ tion und1~tr1buted protlts , 
c np1tnl atoc;: or excess ;->ro!'1ts t r.xl' t ion, (h) depreclntlon 
c.llo>:nnoes, ( 1) :?"-Y!'Oll t l'-"'t's , ( J) &1\le~ and ott.e r excise 
tp.xea? 

9. 1>'ould t h e nttn!n::~cnt and c n1ntennnce or 
P eubn tnntiRlly h i gher na t ionnl 1noo::1c require o. chAnge 
ln t he 0}:1otin£ ratio of enving o t o c onsumptlont 

10 . 'l'o vhnt extent t1ould n redi ot r 1butlon ot 
our n!\tionnl i nooo e c ontribut e to t he nttnlnment and 
··111ntennnce o r e h1gher nn t i onnl i ncone ? 

11 . The c l aim is cede t hnt ?rivnte inductry by 
1tself or.n not ?ro!1tebly nbaor b current anv1nes . ller e 
t h is true a cont inued hi!;h nntionnl i ncone would be 1m
?Ooa1ble ~leas the Government provided inveatoent oppor
tunities t or cEpit al through publ i c ~or%a , e t c. o~t 
evi~ence i a t h ere that supports t his olai~? 

12. I s t he re j u s ti t 1ce t1on ror t he clni o that 
Govcrnnont spendi nf' on oubl ic wor%o or 'IIPA project s r e
"ults in II decr en se i n Spend 1nt i n behnl! O! ?r 1vAt 8 
en terr>rise? 

1 3 . Whe t measur es oould t he Gove rnmen t t~e. 
either d i rec t l y or i n coopero.t1on with St11t e and loot\l 
l ove l•nments to i ncrel'.SO governnent inveot ments in s elt-
1.1quidnt1ne; entcr;:>ri ses without nddlnt t o t he budgetr.ry 
<le tlcit? 
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14. ~ch typea or Federal 0o'J81'1U2ent eroendi
turea ~per;;• to increase the national lnoome meet And 
which eaa To what extent lt it pottible to abitt ti'Om 
thoae that inorease income least to those that inc--. ase 
1nooae aottt oV 

11!. 
expeot to mllke 
and wbat aeane 

Bow large a volume or unemployment 
provision tor during the next five 
should be uaedt 

must we 
years, 

16. 'l'o what extent, it a t all does t he nreaent 
eooial insurance program constitut e ft dr~ on recove ry? 
What ohaDgea could be made that would aid in the at tai n
ment of a higher national 1ncomet 

17. Ie there a toroteeable dAnger ot inflation 
or defifttion arie1ng trom current !iaoal or oonetary 
polioieat What change• in our monetary bnnk1~ and 
tlaoal mechanisms and controls can be m~de to im;rove t he 
adequacy and et!ectiYeneea ot monetAry and tiscai policJ 
and the tiaing o! operations t o avoi d intl~t1on or de!la
tiont 

18. Ia there a da~er that recovery ~y bo 
chocked by ~gher interest r ateat Wha t beari ng does thia 
pou1bil1ty have on Treaaury and f'edorr.l Reserve oonet r.ry 
policies and on Treasury financing polloiest 

19. How tar, i! at all, ia the exlatonce o! an 
unbalanced budget a payohologioal deterrent to recoveryt 
It the deterrent exlata, ia it au!!ioiently aerloua to war
rant aD lnoreaee 1n taxea, a deoreaae in expendituree, or 
both 1D oroler to balance the budgett To what extent could 
t~a deterrent, it it exiata, be modified by th-- int roduc
tion ot pri.ate bua1neaa concepts i nt o Govern=ent account
ingt 

• 20. How r api d a reducti on in n~t Governcent 
axpen4ituree would be oonalatent wit~ a continuation ot 
private reoover7f 

• 21. Would a aubetantlnl increase in t~e public 
debt have any 18portant e!!eot on the public cre~itt 

• 22. What u the burden and incidence of the 
publ1o 4ebU 

.. 23. Are .onopoliatlo practice• euch as price, 
production, aJ14 patent oontrola retarding i n'J8atment or 
oon11118J)tlont It .a, bow aS411at auoh oontroh be removed, 
modified, or otteett 
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•• 24. Would t he coll ecti on and publica tion or 
oul'rent in:!'ol'mnt1on on 1nvent or1-.a , new nnd untilled order• 
e tc ., lessen :he dan5er o:r over - uroduot1on >Jhieh resul ts ' 
only 1n excess ive inventory aoowculntion? 

•• 25. To what extent, in ~·ha t fialde and with 

• 

.:hut erreota on our nnt i onnl 1ncooe hns the Govcrnoent 
contri buted to an uneconomic JH'i oe struuture , nnd, 1! 
t h nrc are hm•,,,rul e!t'ectn, how onn they be el iminnted? 

26 .. 
a:~ 1lled labor? 

Is expansion ~eln~ rct~:dcd by lnck ot 
If so, how cnn we correct tho aitustionf 

• 27. Are pnrtic ula.r wage rates , labor lnv•, or 
labor practices -- such as union apprenticeship, member
chi ? roqu1rcments , or output controls -- aotlng aa 
deterrents on recover yf 

•** 28. For what epec1!1c products can we expect 
n substantiAl 1ner eaee or decrease in exports during t he 
next tY.O years? ~.at, 1! a ny , removable obstacles lie 
in tho pnth o:r i m:;>ort,.nt 1noreaaes 1n our total exports? 

•• 29 . What steps cnn be taken to protect our 
economy !rom possi ble adveroe dcvelopoents abroad arising 
rrom (a) !ore1gn exchan&e develop~ente, (b ) trade and 
exoha nr.e policies ot other Govornmont s , (c) war, 
(d ) 1ntornn~ional capital movements, (e) business reoee
aion abroadf 
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1\! NATIOIIAL INCOI(B AJD RECOVERY 
lYiscal and Monetary Advisor, Board) 

February 13, 1939. 
10:15 • ••• 

Present: Mr. Eccles 
llr. Delano 
Mr. Rial 
Mr . Currie 
Mr. Thorp 

a.li.Jr: 

Currie: 

a.!I.J'r: 

Eccles: 

l:l.loi.Jr: 

Delano: 

H.II.Jr: 

Eccles: 

B.!l.Jr: 

B.li.Jr: 

Eccles: 

Mr. Henderson 
Mr. Benes 
Mr. Wbite 
Mr . Baas 
llr. Outfield 

Bas everybody read this one that was gotten out 
by tbe N.A. M., which was 1n yesterday's papers, 
along tbe same lines as this? 

I got that, yes. 

Do you want to r ead it? I think 1t' s very i nter 

Gotten out by whoa? 

The National Association ot llanutacturers. 
exactly the a8Jile t bing. 

What? 

Exactly the saae thing. 

Come to a ditterent answer. 

Some or them are very interesting, and I think i t's 
a very broad-minded piece or work. 

(Currie reads entire article 
attached hereto, entitled •o. S. 
Policies Block Upturn, N.A.II. 
Finds•) 

Banes, do you want to sit up here? 

(Hanes moves up) 

I thought it was very interesting. 

Yea, that's- it certainl7 ia. 
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I 1d lilte to get the full report. 

They certainly bave cover ed the field. 

It's a very interesting report. 

230 

Sbould bave gone back to 1 29 to make it complete . 

Well .... 
Eccles: Yes. 

B.li.Jr: 

White: 

H.li.Jr: 

Duffield: 

11 .11. Jr: 

White: 

Delano: 

'llhite: 

H.II.Jr: 

Delano : 

I t bink the aaore people - the more business aen, the 
more people in gover1111ent that can be thlnking along 
those lines, the better. 

The tull report would be the interesting and iaportant 
one, if we could get 1t quickly. 111 1t supposed to 
be available for publication? 

You can wire for half a dozen copies and sign my 
nam~ - a dozen copies. 

They have an office here. 

That ' s right. Will you 111t e dozen copies and see 
that each one of t bese gentlemen gets one? 

They have enumerated about everything tbat anybody 
bas ever said bas contributed to it, &nd doubtless 
soaae of the things should be weighted heavily, some 
of the th~s less so, possibly some or the things 
not at all. One couldn't tell without seeing the 
amount of evidence and supporting discussion that 
they have. But they have managed to include every
thing tbey don ' t like as well as anything tbe:y have 

said ••• • 
~bey had to do that to get it through their group. 

Should make a very interesting complete r eport. 

Now, Mr. Delano, bow would you suggest that we pro

ceed this morning? 

Well t hat ' s a big order. I think the committee 
has done a ver1 good Job of getting these questions 
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grouped l!lld llll that . But lilY teellng and 111y 
colleague Yr . Rum! feels the same way; is that 
while this is a very important r esearch problem 
that ought to be looked into, it might ta.ke thirty 
or sixty days tog et very f or with it , nnd i n the 
meantime we need to be considering action, because 
it seems to me that the next thirty or sixty days 
a re going to be very imporhnt in making decisions . 

1Vell, may I • . . . 

In other words, this is an i nvestigation, really, 
and seecs to be answering a lot of questions, and 
this taing done by the manufacturers is going to be 
helpful in considering those questions •••• 

Could I answer that - your thought very frankly , if 
I aay, and then - I mean not us chuirman but as an 
individual, I would personally very much like to do 
this thing •,fhether it takes thirty days, sixty days, 
or ninety days . loly great trouble as Secretary of 
the Treasury - it ' s always today's crisis, today's 
situation; and I'd like to approach this particular 
problem, unless the rest of you feel otherwise , 
whether it ' s sixty, ninety, or 120 dnys, and give 
it plenty of time and not be under the pressure tha t 
because the New York Times business index has fallen 
off a couple weeks that we've got to do something 
t omorrow. 

But I ' ve been working like that - you don't mind 
my being very frank- I ' ve been working like that 
ever since I caae here, and I'd like to now do a 
job not under pressure but very deliberately and 
witb the help of the technicians, Just ss con
scientiously and scientifically as possible . I 
mean that's the way I'd like to a pprouch it. Now, 
if you and Mr . Eccles and Hender son and Dr . Thorp 
disagree, wny, I •m open to urgument. But I would 
once like to be a part of ll committee where we 
fel t that time 1wasn' t of the essence, but that the 
results - there wasn't a pressure of getting it 
out t omorrow . 

one of the points, Mr. Secrdtary, I think t~e 
committee would like guidonce on lis, onpe~s=~m~~ies : 
the Board would like to nave - var ou.s . 
One is to get full agreellent IUIIOng the tecnnicU.ns 
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before any aateri&l is presented to tile Board . 
o~, t wo! whetber successive materials as compieted 
snould oe put up to tbe Board and presented rather 
than wait for tbe conclusion of the oomplet~ repor t· 
or, tbree, wbetber there is any par t icular tbing wnicn 
as llr. Delano says , action may be t aken on i n a tew ' 
weeks, that attention snould be firs t directed t o 
and tbus vary the scbedule in working tnese thing; 
up. Those were various points t hat arose . 

I •ve ~tat·ed my philosoptlic state of aind. I hope 
I won t be rusbed. I•d like to know bow llr. Eccles 
feels about it. 

I agree that this wbole thin& sbould be studied. 
l:lowever , I do feel tbat, for instance, if we sbould 
take ninety days to complete a report and 1n tba 
meantime Congress is a long way advanced and Jll8ybe 
cer t ain legislation bas passed, it may have a very 
vital effect upon what this report would indicate 
sbould be done. 

For instance, tbe Social Security is pending now. 
I n the meantime they may bava legi slation advanced 
or developed , or it may even bave passed, and it 
may be very contrary to what tnis report would 
indicate. Tile same thing may be true with r.efer -
ence to certain questions of taxation, railroad 
l egisl ation; and it seems to me we•ve got to do 
both: that there are certain t bings we know of now 
that are 1n the mill, and I ttlink that the imllediate 
problem should be - we sbould &et a report, possibly, 
on t hat within a period of tbirty days. 

And tben on the longer range or tbe .ore complete 
problem wllich you have suuested I agree witb you 
that we should t ake such time as is necessary to &et 
a complete picture or the si t uation, but not neglect
ing some or tbese otbar matcers tbat we co~d agree 

on. 
For inst ance , we t alked about this railroad equipment 
matter. Now, if anything 1s go1ns to be done on that 
sometbing 

0
ugbt to be started within, say, thirty 

days if it ' s got t o &O tbrough Congress at all . 

And 
tbe sametnlng may be true with - I ttlink of tbat 

b t tb • •me thing uy be true 
one particular thing, u a -
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with one or two other aspects or the problea 
which we would all r ead1ly agree on. 

233 

Well, do you or Mr. Delano or &nfbody else want 
to indicate priority, wbat you think is more 
important? 

Well, I •••• 

Don' t misunderstand. I ' ll give all the time tbat 
any of you people wish. I mean I've got all - this 
is number one as tar as I'm concerned, so I'• 
available anT time. It• s not a question ot not 
enough hours with ae; I 111 s1ve all the hours tbat 
anybody else will sive. But I just don• t want to 
be rwshed. 

Don' t you think we might ask tbe committee to make 
up a list, or a report ot those matters tbat they 
feel. should be given priority and tbat may require -
may be made the t1rst part of the report, tor instllllcce. 
that they might get out w1tb1n a period ot thirty 
days, referring other matters to a later period, 
reducing t o a minimUIII those items tbat they reel 
are of such urgency that - because of possible 
Congressional action or needed Congressional action. 
I don't - I don't know - I don't have in mind jU5t 
what those items may consist ot . I happened to think 
ot tbe railroads, and I know there are several other 
things tba t we possibly should get started before 
ninety days . 

Well, the one - as tar as we•re concerned, tbe only 
one wnicb is imaediate is Social Security, where 
we • re right up against tbat. 

Yes, and that's nry important. 

We•re right bang up against that. 

Yay I make a suggestion there? Right a!ter,tbat 
Social Security legislation is finished, .we re 
almost right b&ng up against the open tax hearings, 
which will probably start within thirty days! s~, 
or shortly after the March 15 returns ar~ i~, a DY 
it seems to me that it there were going o e a 
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pr iori t y, looking at it pur 1 ~standpoint, I ' d like to ~Y s~lfishly, from 
Judgment on tne t ax problems ~ef hls committee ' s 
that Committee . I'd hate t 0 ore •we up before 
program which this committe~ ~~u~S ~~eretwifth 8 
pa tey with . ou o sym-

VIell , then, as far as the T S i 1 s rensury is concer,ned, 
oc a ecurity first end taxes are second . What? 

They're botb made 8 - they ' re rather an important 
par t of thls report, both of them, and the ' re also 
mentioned in this manufacturers' report inyseveral 
different places as being vital . So it would seem 
that on items of that sort, Gnd tbere may be others 
we could all agree that we sbould try to get a ' 
preliminary r epor t out w1 thln thirty days . 

1Ar. Secretary, 

Please . 

•• it seemed to me that anything Nbich is done on 
Social Security and taxes, und on the otner ad hoc 
items that come up for considerati on, ougbt to be 
se t against some kind of a forecast of economic 
activi t y and some kind of un organized and well
r ounded basis of the existing status of economic 
activity. Now, this may be gett ing into the range 
of tne crystal- gazing, or things like that, but it 
would seeo to me highly des irable to do 1n the next, 
say, thirty days the best conspectus that i s 
possible on these questions . Tbese are not entirely 
new questions at all, and tnrougbout the Gover~ent 
on nearly every one of them somebody has been doing 
something; and, given a criti cal si t uation, you 
always rely on somebody tor the best possible 
ansRer you can get on those. 

It would seem to me that, even if it is entirely 
tentative, a fairly well-rounded statement from 
your committee as t o what is the best belief right 
a t the present time on most or these questions would 
be the point of' deporture . !low, in nearly every one 
of t hose cases it would indicate, I believe, • 
necessity for going much deeper and much further 
in the f eet- finding and filling in the gaps . And 
nobody would need to be particularlyasbamed if the 
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tact-finding happened to make whatever the 
temporary and current guess was look a little 
bit silly, provided you had done the best you 
could· I think that it you went into this thing 
you felt that there would be riSing activity ' 
throughout this year, tbat tile- critical situation 
was the early part of 1940, that tbe situation 
might be one ot bottlenecks, price, or it lllight be 
ot lagging durable goods industries - that it we 
saw that or we saw tbat the Government was with
drawing too much from the str eam or purchasing 
power, or withdrawing it too rast, that would 
guide in large measure, it seemed to 11e, your 
determinations on Social Security and taxes and 
railroads and housing end things l ike that. 

And it I may just add: an annual appropriation 
for the unemployed, when Colonel Harrington goes 
up tor the third time tllis year. 1 mean now this 
thing that you're talking about interests oe 
tremendously, and I saw Harrington yesterday and 
now when Harrington goes up and asks the third 
time for his appropriation, he ought to have 
sometbing like you're talking about to base it 
on, nnd say, •This is wbat the Administrati on 
needs for twelve montlls•and not another seven 
months ' appropriation and go back again a couple 
times more. But he hasn't got anything and the 
Adminlstration hasn1 t got e.eything t o hand him 
and say, •This i s what tile Administration reels, 
thia is the outlook, this is what everybody reels, 
this is what the President thinks, and tbe r est 
of tbem and on that basla we need X dollars to 
carry u~ for tile tiscal year 1)9 end ' 40. Right? 

You know given a repetition or the most vigorous 
reemploy~ent that we had since 1929, wbat the out
side poss1b111 ties are of removal of people fr011 
the unemployed lists; you know that between now 
and say January and February, wllat tne most 
optlmistic forecast can be. Row, tbat•s one 
datum upon wbicb you could get a fairly good 
agreement . 

And I think that as far os your lagg1~1i~dus~~=~Yare 
~~~~=r~=~~l;~!tf0~~0:eo~p:~!:do~u~ho:er1~ ~bor ~d 
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Commerce for our own Committee ' s purposes . 

I make tbat as a suggesti on As I said i t 
looks like a little bit or ; eading or the 
t ea leaves, but I don ' t see why the Governm t 
shouldn't do the some thing as an industry ~~es. 

I think tha t tha t point is very important . It 
ties up with wha t you said about a r easoned 
well-r ounded picture about which you don ' t ~ant 
to be rushed . It appea rs to me t hat before any 
attempts at dec i ding on some or the more important 
steps are taken, you have to have a di agnosis of 
the patient, b general oi agnosis ; and otherwise it 
is extremely oifficul t t o fit i n the pieces, and 
otherwise many or the reports will be no different 
t ban oany of the past r eports; unless there is a 
more fundamental and over-all pic ture taken o f 
what is before us and what the s t atus is, I don' t 
think we ' ll emerge with anything t hat will be very 
much different than t he pos t or very much wor th 
while . 

And I think tha t ' s the r eason why the first t hree 
questions, which sort of call for tha t - if one 
wer e to expand them end ex tend them and interpr et 
them very broadly - were placed there. It is another 
way of asking, •Just where a re we and jusvwhere are 
we going, and what may we expect in the next couple 
of years?" And tha t should be the initid task, 
though it need not be mutually exclusive; t hat is, 
you may proceed on several of these ~uestions tha t 
seem to be more immediate at once, but that should 
be the general f ramework within which the specific 
discussions sboulo be set. 

And I woulo be strongly i n favor or not rushing this 
thing, because i r you come down to it, in the l&S t 
analysis, the men ava i lable are not so very many, ond 
the differences have to be ironed out, wnere they can 
be ironed out, and it ' s not a matter of - thirty 
days is pretty short. 

Wel l i f I might Just say one thing more, so you 
people know bow I feel. In acldi tlon to ana l yzing 
why we bad the t r oubles in ' J7 and ' .)8, also taking 
care of some of the immedi ate problems t hat we have 
here: ~>ocial security, taxation, any other problems 
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which may come up; and also in addition to what 
Leon Henderson says: let•s take a look into the 
future, I hope that out of this work will come 
some very positive recommendations as to what we 
can do to really get this country going on a better 
basis. I mean because the way I feel is 1940 
isn•t so far off, and Mr. Roosevelt will

1
heve then 

been President for eight years and if the eighth 
year that he's here - '"e ' ve ju;t got tE> solve some 
of these things, and the ei ghth year has got to be 
a prosperous year . Otherwise, all the excuses in 
the .world aren't going to hold up, and 1C after 
eight years under a democratic torm of government 
we can't make a success, the r est of the world will 
say, ''Well, wby lecture us? You've bad eight years 
of democracy and what have you got to show for it?• 
J<nd if our position in the world is going to be of 
any influence, I taink we've jus t to solve some of 
these problems. 

Ana I want to say aga in, as far as I'm concerned -
I think I 'm speaking for the people with me - that 
I don't know anything that is more important and I 
would Just do anything that I can to assist really 
to solve some of these things, so that we can at the 
end of the eighth year have something to show for 
the time, and that we don ' t end the eighth year 
with just a s many unemployed, and so forth and so 
on, a nd all the things that they can say. 

So I do hope that out ot this work will come some 
posi tive recommendations, things that the President 
could do to really cure soae ot our ills. 

I think that we'll find that 1t involves some 
legislation - I don't meen new legislation, 
necessarily, in some instances, but I think you' ll 
find that it will require amendments to existing 
legislation and possibly some ne~ legislation. 
The difficulty of that is if .;ongress gets t nrough 
here in August if they go thnt long - and the longer 
we have t o wait the more legislation gets under con
sideration and the more opposition there is to ti~3g 
u anything new· and then if Congress gets out, 
1~ the time whe~ they're all going to want toJget 
through pretty early, want to get through by une 
if they can; that's a very diffi cult year to get 

Regraded Unclassified



Etenders<i>n: 

C~.~rr1e: 

-10-

legislation, and 1t seems to me it might be t oo 
late, even if we got legislation in '40 for it 
reall y t o be effective f or the year ' 40: so even 
though we've got nearly two year s of the present 
Administration t o get sooetbing done, as a ma t t er 
of f act we've only got a comparatively short time 
if it rec,ulres legi slation, whi ch I reel s~.~re to ' 
accomplish what is necessary to accomplish 1s going 
to re4uir e legisl ation. 

Just take the one question of the expansi on of hous
ing 'in sufficient quantities to moke a r ea l dent 
in unemployment or to maintain a, level of activity 
next year. That l egislation hns go t to be gotten 
within the next forty-five days ; that is, -r.y assUIIp
tion is tha t there is a potenti a l owrket for expan
sion of housing which we will not t ouch by t he very 
satisfactory Gains tbnt "e've been tUking under the 
existing set of arrangements . !low, 1f we want that , 
we &now now long 1t requires for u ilven ne• poli cy 
to get into action, particularly if i t affects dur
able goods and construction and things like that; 
and i f we would look at the prospects of next year 
and see tha t we ' re only going to ba do~~ probably 
to, say, eight and a half million, nine million 
unemployed by that time, ond thht one of the ar ees 
in which you•ve got to r eally take action l s housing, 
it would be seen very quickly, 1 believe, t ha t some
thing much more fundamental , somet hing much di fferent 
tha n bas been done up to now needs to be organized 
as 8 policy to take that place. J.nd es llarriner says, 
the only time for getting your enabling l<gislatlon 
is this period . 

::.o 1 f eel that if 11e ~ent through these questions 
with t ho best uveilabl e talent in this toiVtl and on 
the outside, und organized something which could be 
presented t o your Committee, say, in on evening, so 
tha t you would t hen get the distillate of the best 
minds around here, you would bave that as s basis 
for 8 determ1nation; and tha t would not interfere 
with e long-time program; certainly, dn e~hnuober 
of these questions, •be'rlie g~ingyt~n~:nsi~e s~ud1es 
body of knowledge, I e ev , 
in our own Committee. 

lf 1 get your thought, Leon, t hen, it is to com
promise the suggestions so os to tske in, say, two 
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and three on page one immediately, and then 
immediately after that Socl&l Security, unem
ployment, and perhaps housing, whatever is coning 
up within this next month or two of decisions and 
try to do those things right first. ' 

But the point is, it seems to me, important to 
stress that your recommendations and your findings 
on t hese particular points will not have ouch 
validity or have much carrying power in convincing 
Congress or the President or the need of that type 
or legislation unless it is set in 8 framework, 
unless it is preceded by en analysis which indi
cates clearly, if it can indicate clearly, the 
necessity for doing substantially the ~ind ot pro
gram thb t you' re going to sucgest. In other ~ords, 
you huve to drive home the necessity tor drastic 
action if you find such action is necessary. You 
have to fir st ceet the argument which will prevail 
everrNhere: "~euve th ings clone; they ' re getting 
better now and tbey will continue to get better in 
1940, and don't monkey with the machinery except 
!'or minor changes . " 

And that's why I think it is so important to take 
one, two, and three and mbke a very c a reful, compre
hensive, and convincing picture or it, expanded; 
it doesn 't quite cover the territory . Otherwise, 
you make a reco~endation wi th r ega.rd to housing -
so what? There bave been a ny ll.llllber of recommenda
tions made in r egard to housing. Suppose yours is 
a better one; they're not going ~o regard it as 
essential, they're not going to reel that things 
or that kind are called ror in this £dm1n1stration. 

It seems that the study of these three things, as 
Harry indicates, is going to bring out 65 ~ back
ground ~~thout question, the fact that we re stili 
going to have plenty of unemployed in 1940; it's a so 
oi to bring ou t the fact that the national income 

fn ~0 isn't likely to be 80 billion, that we've still 
got lots of room to move t oward the thing that we 
want to be sure that we do have in 1940, tbat we 
should take such action now as will assure a ri~or
ous, healthy, strong r ecovery during that per o • 

And in order to get anywhere with Congress or with 
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the publ i c, even t bouah we may Jmow of eoouah 
intor~at1on t o convince us t ha t we can do a lot 
of these things , you've got to have a more com
plet e picture t o give to the publi c, you've got 
t o l et the~ know wha t the objectives are , and why 
t hey are wha t they are, and why you think i n order 
to r each such ob jectives that certain things are 
necessary t o be done. Otherwise they ' re not goin~ 
to be convinced . ' ·~ 

Now, this manufacturers• r eport here i s a fine 
report for an or ganization that doesn't have t o 
take action. They have no specific action that 
they have responsibility for, such as the admin
istrative branch of the Government or t he legi sla
tive br anch, and therefore they cover a pretty. 
general broad field . But after you read i t all -
it 1 s enlightening to get their views, but the whole 
question is, what specific things can be done to 
arrive at some result? Now, the result that we've 
got to get here in ' 40 is beginning, toward the end 
of a year, to go toward an 80 billi on dollar natlona 
income . Now, we 've set that , the President ' s set it, 
and we know that if we even get that, there are stil l 
going t o be a ver y substantial number of unemployed 
people. Unless we have substantia,lly less by t he 
end of 1940, i t doesn' t s eem to me that we ' ve got, 
after a peri od of eight years , a very good record. 

Now, ther efore, we've got e very definite objec t i ve 
und we ' re pr imarU y inter ested in setting the frame
work for such action as 11ay be necessary end justi
fied to get that kind of result. I think that ' s the 
prilllary thing we ' ve got to think about, and tiae 1s 
rather of impor tance. 

~xcuse me a minute . (Talks aside with Krs Klot z) 

What that repor t apparently does is go ~ lght downd 
the line and say, •This is bad and that s bad, an 
this should be so . • I'md very t•t•~ft~n!i;t1~!irwork 
repo r t . They may heve one a o . tnt of 
which may be very help!~ tod~~! !h~~~ ~ s teti sti-

~;~·.~~.al~~e;h:~r:al~:~~~:ent~~~t~=~~tt!:; ~~b 
and bed so many peop e, no ' 
extremelY helpful. 
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I'd like - if you' re talking abo t th 
like t o find out who th 1r t u e N.A.II., I 1d 

k d e echn1c1ans are who 
wor e on tt, and rub shoulders with them. 

You ' ll find that one of them was \VUford I. King. 

Ray Wester. 

And Gus Dyer, of Vanderbilt University . But King 
cer tainly. King told me wh6n he was here in t he 
sWIUller that he was working on something like this . 

Well, it 110uld be interes t ing to get him do111n and 
r ub shoulders w1 th him and •.• 

Like to rub a few other tbings , too. 

(Hearty laughter) 

uelano: or course, there's one thing, ~ . Henderson, as I 
see it; I• ve seen N. A. ll . i n ac t i on for a number 
of years, and this is the most liberal tbing t•ve 
ever seen t hem get out . But monurac turers don't 
pledge themselves to a~olicy in this t hing . They 
might have a lot of pious suggestions, and it' s 
goin& to be very helpful to see bow thei r experts 
ha ve worked it out, but Rhetber the rank nnd file 
will toe the mark, t hey don't pledge a t ell ; they 
can•t. 

Henderson: It would be very helpful, though, from thei r r eport, 
on some of these ~uestions that er e r~ised here, to 
sey that they bad said t his. I •ean that's all 
you 've got right at the present time. You cen ' t 
tell whether the Government competi t ion bas actually 
r estr ained a tremendous amount of investment, t ut 
you can say t hat the !I . A. :.! . Sll)'S t hat 1t did, pend
ing the time you c~<n get to a well-rounded study of 

Currie: 

R. li .Jr: 

it • 

. ~e tried to list all of the deterrents tha t any 
ot us bud bear d di scussed very much , but we mny 
f ind more . 

l be mos t encouraging thing is thot somebody else 
bad t he i dea also; so it convinced ce we ought t o 
get busy e lso . 
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The e ncouraging thing about this report is the 
fact that a s e business orgaDi~ation they're 
wi lling to admi t th11 t business c&n be end is a t 
faul t. Now, the mos t - up until r ecently it ' s 
us ual l y been that if t ho Government hadn' t done 
t bis, i f it nadn' t done thot, everything would 
have been all right; the whole thing bas been 
blamed onto the Government; und it ' s very whol e
some if you can get t hem to enumerate the number 
of mistakes that business has mude ~nich t ney do 
enumer ate and ~nich people in t he Government have 
r ecognized t hat business ti&S making , and business 
oas neve-r been willing to r ecognize it. And I 
tniru< 1 t 1 s a 11ilolesome tning to• nrc o poss1b111 ty 
of getting togetner when botb s i des wi ll admi t 
mistakes . It c reates &n a tmospher e that certainly 
i s f a vorable for cooper6t1on. 

But "" hove a ver y diff'erent responsl bili ty, of 
cour~e , t lum they do . There ar~ certain t hings 
that we in t he adllllnist r a ti ve branch of govern
ment, with the t ssistance of the legl sle.tlve, can 
do; we can d efini tely do certain t hings, whereas 
a body of that sor t - there ' s very little that they 
can do outside of t alk a bout i t a nd neve their r eport 
exercise such influence ~ s it mhy upon the publ ic end 
upon their members . 

•lell, see if I can sum up who t this thought 1s here 
t nis mor ning . You're going to teke a look t t tnose 
sorts of things and givv thea t he r ight of •ey -
Soci a l Security t.nc t&xa tion - bo~ceuse '"e here will 
nave those things before us to ~n~le, be~ore we 
~mow it. You're going to uo wha~ ~ . Heooerson sug
gested 11nd s ee whether •·e can 't get out • - would 
you c all it L business forecast? 

Well, you can cal l it thot, or cake it dignified, 
call it & conspectus . 

We don' t use t hose t ;vo-dollar words around here; 
but ne can learn. Anywt.y , a f orecas t ? 

Yes . 

All right . 

Well , I'd 

orgtmized 

went fi r st, before the f or ecas t, a well

statement of t be pr esent s t atus of 
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business activity. 

B.W.Jr: Well, could you state it so that - outline your 
thoughts in a page, and then the boys oould take 
it - I mean what you think they ought t o do? 

Henderson• Well, I think I can s ay it right now. 

H.~.Jr: Good . 

Henderson: I woulo think that, first of all, s brief but 
pretty wide coverage s t ate:ent of where we are 
in business activity now is needed, as a p:)int 

H. W.Jr: 

Thorp: 

of departure for our thinking. And then the very, 
very best guess as to what is likely to be the 
course of business activity over the next, say, 
fifteen montns, because that ' s the period compre
hended in my thinking. 1b1rd , an organization ot 
the best information immediately available, on an 
opinion status, of course, as to the answers to 
these questions that we have here. And then a 
beginning of concentration on the things which 
are immediately pressing, such as Social Security 
and taxation and railroads and the other items 
that you can see coming immediately over the 
horizon for attention; tako those for individual 
studies and much more concentration on those in 
terms of timing and application of information and 
expansion of the staff work that is done on them. 
J.nd then finally I would look toward this 120-day 
or what I believe would be, more likely, lste fall 
report, which would have pursued 11 nlllllber of these 
items to the best tactual deterainstion that could 
be gotten, as a basis tor looking ahead to 1940. 

Dr. ihorp, do you want to oake a contribution to 
what you think the staff should continue to do? 

No except I don ' t think I disagree at all with 
Le~n's general approach. I don't see any reason 
why this study shOuld be allowed to interfere with 
proceeding with action wherever action was called 
for But I think it can be tied in so that the 
tir;t stage, or r at her the- I don ' t know what the 
number of the stage is, but it would see111 to me 
t.bs t you have t o divide the answering of these 

-
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questions into two stages . one: an a ttempt t o et 
agreement uong the people that have been thiruJ 
about it as ·to what t heir opinion ls; no new ng 
resea rch being done, but just to get agreement of 
the best judgment that is possibl e on many of 
these questions, particularly doing that where 
you ' re beading into en action si t uation. And then, 
proceeding where necessary with mor e elaborate study 
thinking about the f ac t tha t 1t 1s time 11e bad 8 ' 
clear-cut, integrated statement of nnti onal policy 
you might say; I think that in itself is absolutely 
essential before 19401 that we be able to tie all 
these parts together aDd know wherein there are 
weak spots and where ther e nre s trong spots; end 
that's another value of the Job that I think needs 
to be emphasized. 

But r ight now I think you can get answers, tentative 
answers, within the Government to most of these 
questions, qui te sufficient to formulate an immediate 
pr ogram of action . Aod I doubt i f research work 
•Nould make very many changes . Once i n a while it • 
might make considerable difference, but I doubt if 
l t would make maQy cbangos in the pr esent Judgment. 
~he point is, the ~uestion hasn ' t been asked in an 
organized way, so t hat you haven ' t bad everybody 
who might be interested in getting together nnd trying 
to t hrash it out. That ' s the most useful thing, it 
seeas to ae, of t his Job. 

Banes? 

I •m sorry in a way t hat •e sot a••ay tro"' that first 
memorandum so far in tbis one, because it s eems 
t o me t hat Leon's approach to tnis thing bere i s 
muc b more fundamental than asking yourself tbe 
4uesti on •What levels of pr oducti on, cons~ption, 
and capi t al i nvestment would pr evui l if .••• •, I'd 
r a ther approach it trom the other angle: bow re 
we going to get t he incomr, r egardless of w~~ the 
results are aft er you havu arrived there. I 
like to find out an answer. to these what seem 
to me more basic and fundomonto~ quest~hns i~~ 
were asked in the fir s t memor un um, ra lir ted 
tbls long and to my mind much more comp ca 
questionnaire t hat we've got here. 
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In the r irst memorandum it seemed to me that 
we could divide the questions and probably cut 
down a great many of the questions whicb called 
for what somebody at the last meeting termed 
essays. It seems to me that the time for essays 
is rather limited. I 've gone through that memor
andum of the first meeting, which I incidentally 
hadn ' t seen up until that meeting; but I 've cut 
down thos~uestions to eighteen questions rather 
than twenty-seven questions, ond I•ve divided the 
Title I questions into the three different cate
gories where I think they belong, which were funda
menta l causes, psychological causes, and some were 
results of those things which were set down as 
causes . It seeoed to me a much 11ore direct approach 
to the problem than this mor e or less essay appr oach 
that these kinds of questions - the three fundaAentel, 
basic questions - sugges t to my mind. 

Let's have how you did it. I'd like that . 

Instead of your basic questions in your February 
ll memorandum, which were all based on what would 
happen if we arrive somewhere, I ' d rather - I 
approached t he thi ng from the angle of how could 
we arr ive a t those common ob jectives which we 
all agree are desirable . 

Under Title II of the firs t - I don't know if you 
have before you the a~emoranchm which we had at the 
last meeting or not, but i t see•s to me that I 
would change under Title II the fifteen so-ca~ed 
causes which I think sbould ba divided into three 
catego~ies : One, fundaaental causes; t• o, psycho
logical causes; and three, tne things in those 
fifteen 1te11s wntch were to lilY way of thinking 
results of those causes . 

Under the t1 tle of tunda11ental causes, I would 
list the following without r egard to their rela
tive ifllportance - these are taken directly f roll 
the mea~orandum - : (a) Consumer resistance to t 
risin rices. (b) The curtailment of Oovernmen 

d~ P (c) Labor difficulties, including 
spen ng . ra tes nod sit-down strikes . 
r~nfidly-increese~ ~f!led l abor in key positions. 
: ~b~~;a~=~i~ increase in production cos!~tal 
r A contraction in the ma rket f or ne• ca 
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issues. (g) Government tax policies (h) 
j~s) t~ent of prices and price rij!id. i ties 
( overnment competition (J) Lx i 
short-term installment buylng . cess ve 

Z46 

ilalad-

~~d~~e;i!!:mi~~ :~rew~r ~ess( psrchological ca uses, 
r i · ' re. a) Deflati onary e ffects 

or ncreasos tn·reserve r e4utrements; and (b) rear 
o gold price redu~tion. They were listed aS funda
mndental - as part ol causes in 15 in the other memor
ll um. 

And tben under title of r esults, it • ould see3 to 
me that an over-accumulation of inventory was par
tially a result, as I r emember it of 6 and 7 I 
think it was, 1n t he old numbers. ' (b) Excessive 
speculation 1n commodities ; Lnd (c) a decline 1n 
new construction. 

I t was more of that dir ect approach that I had in 
mind would be valuable a t this time r ather than 
what would happen if we arrive at an 80 billion 
dollar income. \Vell , I 1d r ather appr oach it from 
the bottom and say, •How can we work toward an 
80 billion dolla r income?• That seems to be t he 
common obJective. Let ' s take all the things that 
people a re saying and everyone i s agreed are having 
a retarding effect upon en arrival at t hat spot, and 
study those things with an i dea of correcting where 
correction is needed and adding legislation where 
legislation is needed. And I t hink with lla.rriner 
thor ougb.ly that we naven• t cot two years, we• ve got 
six months, and the last three monthS of that six 
is going t o be a very dlfficult time, in lilY opinion, 
for getting anything done unless we 've got a treaen
dous study backed up by something concrete to lay 
before this Congress in order to sell them the 
thoughts which wll~ be the outcome of this group's 
thinking . 

Ur . Secretary, I'm a little bit confused . John, 
it seemed t o me tha t this memorundum star ted right 
out witb, under I, •ascertnlnment of existing 
deter rents t o private enterprise and t he measures 
tbat may be taken to remove them and to stimulate 
recovery," and II, t he •action that may be taken to 
prevent the emergence of factors that would endanger 
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an orderly and sustained 
recovery•· no• tb approach to fUll 
aown on the fi;st ose Questions that are set 
pretty pertinent 1~a~:;m!t ~ee~ed to me, are 
in terms of bottlenecks and t~ at you get t o 
There ' s been a tremendo ngs like that . 
these items. In f act ~~ea:ount of work done on 
is being done by the Nat onsumer s tUdy wtlich 
now bas gotten most of t~~~i~esources Committee 

~~~~~e~~~s~~i~: !~~k~~=~~~·~r!~~~n~=~:oi 
are at capacity and would be at capacity ~r1~8 
seems to me that betore you can s tart 00' an ro 
gram, whether it's Social Security or taxesyo~ -
housing or railroads or utilities you've got to 
have some aDalysis ot the existini aituation and 
some i dea ot what would happen in case the desired 
acti on did take place. 

I think- we're agreed . I agree with you perfectly 
t here, Leon. My thought i s to get away as t er as 
we could from the questi ons which r equire essays 
end get down to the basic f acts; that was all my 
sugges t i on was. 

There is some uncertainty in the committee, ~r. 
Hanes, on that point . We met t our times, long 
meetings ; t his is the fourth draft. I ttlink it 
we met eight times, there would have been an 
eighth draft . But I ttlink the first or second 
meeting we bad boiled 1 t dom to ttlings 'lfhicb we 
thought we could get a factual answer tor and 
fill out quantitatively . Tben it was brought out 
t ha t the President bad wanted the ques tions provoca
tive; so with that consideration we went back t o 
the first idea and put in tbeae provocative dis
cussions which we couldn't answer quantitatively 
but we could discuss and give the relative considera
t ions . So as a course o! evolution that 's bow tbe 
document happened t o evolve . 

-

· I don • t think t bere ' s much difference in the point 
of view as you expressed it and the approach that 
we bad· the difference is in tbe formalistic and 
more c~refully and t o a large degree more academically, 
and perhaps unnecessarilY academically , pbresed ques
tions. We first want to know where we ' re going, 
because if we're going up end if we're going to 
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continue to go up, tben tbe onl t"•~· 
to concern ourselves about is t~ ~~ we have 
nothing is done in the next two 1:!r: ~~~et::~ 
any errors that may have been made in 19.37 ~r 
1938. If, on the other band as ma b th 
the elimination of repetitlo~ of th~se e mee:~:!e, 
that are r egarded now as having stopped recover _ 
if those measures did not real ly stop recovery Yor 
rather, did not introduce a recession in gener~l ' 
merely introduced it in that month rather than a' 
la t e.r month or en earlier month , then we have to 
a nswer the basic questions to see whether t here 
are more fUndamental, deep-seated factors in your 
economy which will bring about a recession in 
1940 even if you don't repeat what we did in 19.38. 
It seems to me both are necessary. 

I think that ' s t rue. I t hink perhaps I can sum up 
m.y thought by saying tbat to the lay mind - I'm not 
an economist, I don't understand a lot of terms that 
you•ve used there; I don ' t think the public generally 
would understand them. 

It seems to me t he f i rst approncb to this thing 
would be asking a good straightforward, frank 
ques t ion 1n language we could understand and a good 
frank a nswer to those, regardless of where t he 
chips tell. That's what I think we need, and it's 
the t kind of realistic thinking I think we 1 ve got 
t o do right now . As Uarriner says, we haven't got 
much time, and 1t we do get off t hat basts I think 
you get into a long discussion of pros and cons 
which is going to lead us nowhere. 

I mean, for instance, a s I approach this tax proble•, 
1 •ve asked time, time and again, and 1 CID

1t see~ to 
ge t an answer: should there be more taxat ion; it so, 
what kind, if not why not, and if so why? I mean 
taka a simple direct approach t o that . The Pr esident 
bas recommended 422 million dollars of new taxes. 
Now if we're going to follow that recommendation, 
and ' I assume that ' s what everybody wishes t o do- or 
if we ' re not going t o follow it, we should be able 
t o point out to the President just why we don't want 
to follow that suggestion. 

Tnat•s ~ wbOle point bare: that this approach 1D 
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your second memorandum t o the lay mind _ well I'll 
cal l mine a very, very simple one - it Just 1~ a 
difficult thing for me to absorb all tha t stuff 
that ' s in that second memorandum, whereas the 
second one was asking specific questions . 

Xou mean the f irst one. 

I mean the first one. 

I think it' s a ~uestion much more of rephrasing; I 
think the cr iticism you're 1aaldng is a just one 
and I tnink i t can be r ephrased to meet most, if 
not all, of the objection you raise without changing 
the content. In other words, I think what's here 
contai ns vir t ually overytning t ha t was 1n the orig
inal one . 

It is true, however, !lr. Bones, that as economists 
go into each one of these things they tend to be 
more nearly accurate, they tend to become more 
academic . 

I say you obscured it for me . 

~nd if I may interrupt, I fe el the way !lr . Banes 
does , only more so . Now, this second memorandum -
I don't know whether it ' s me or the memorand~ or 
what, but tbe second one bas Jus t got me all up 
in the air and I've los t my interest - I mean if 
1 t was based only on the second memorandum. Tbe 
first one had so!:lething about it, a ring or sin
cerity a nd a fairness , which I don ' t feel the 
s econd one bas at all. 

Well, I t hink if you give us another chance to 
revamp •... 
The Secr e tary and I have not been in collaboration. 
I don • t know how h e reels on t ba t t bing · I said 
to Gene When It 1rst saw it on Saturelay atterno~ -
I said to Gene atter two m~nutes of it: •This t ng 

confuses me.• 
t Cl Y Mer ry round out now 

Well 8 t 11 0 • clock yes er a 
r f eit about it et' the house . 
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I t hi nit if we neve anotber day or two we can get 
something tbat will more closely approximate wbat 
you bave tn mind. But I confess tU.t as we went 
over each question in the group and tbere was final 
agreement on each question as phrased, tbere was 
a feeling tbat all of these questions included tbe 
otber; but in reading it over, I qui te agree with 
you that it has assumed an academic and technical 
phraseology which may well serve to obscure tbe 
simplicity of the underlying and basic questions. 
And I think we may be able to r egain tbat simpli
city end directness with a little more attempt. 
Don • t you t hi nit so? 

I t hi nit you o ould let tbis serve as tbe basis for 
the economic survey. 

uet the economists read tbet, if it's clear to them; 
let them read that, but give us something we can 
understand. 

As Harry says, it is more precise, and every word 
was argued on, as far as I can remember, ••• 

Tbat1 s right. 

••• in on open conference, and trying to cake it 
really expressive of whet you wonted done. It 
needs wbat Gene would call - it needs a re.rite 
man or a repor ter to take it sod point it up into 
specific, sharp questions. 

Like we used t o say over in tbe S .E.C. - when, tbe 
la ers come in with tbese long regulations I d 

~~~~,r~!~.0nx~~e;!tit~8!~i ;~0c~~~s:~d.~~t~e!!1 
languag1et~hat th~nf:a~~h!~~~b!~ee; u;~dy~~ ~:;n this, e s say • f 1 ood deal the 
to the lawyers over tbere. I ee a g 
same way about this. 

You ce.n't take that first list of questions and do 
an economic survey on it. 

i happy one Have tbe sort 
I think your solution s ta nd tnen tor anything the 
of thing tbey Justl~ano~ athey can work up any 
techniciens alrie wtoe~ bleroglypblcs tbey want. 
sort of coap ca 
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~hat Banes and I want is a cr ib t h 
wa can get a free translation. o t is thing , so 

Now, the committee didn't know, for inst 

Isn ' t tha t right? 

That ' s what I want. 

ance, •.• 

The co2mittee didn ' t know whether tbis was to be 
written in such a way that it was to be made oublte · 
you' d write i t differently if 1t was t o be made ' 
public t han if it were something for the econo2ists 
to take to e xtremes to work on. That ' s one or the 
dl!'f'iculties of t he whole job . Who is i t for, to 
whom is it going? 

I c ould answer from my original idea as to who it ' s 
for: it ' s for the President, &nd I sincerely hope 
that waen we ca n agree a2ongst ourselves that he'll 
ma Ke the thing public; because I'd like the country 
to know tbat he's tb.inking e bout tt, tbat he's got 
hls administr ation •.vorking on it, and tha t lle wan ts 
suggestions f r om e verybody and that this is wllat 
he ' s thinking 11bout . And I thlnl< 1t .;ould be most 
encouraging to have the country lcno11 tllat the Presi
dent is doing it and he's got everybody in the 
Administration .. orking on i t . 

Could I come bac~, Mr . Secretary, •.•. 

I think the statement is the President ' s , as I 
pointed out before, and I s i ncerely nope we can do 
it in a way that it will be sufficiently a ttrsc~ive 
to him the t be will make it public . And l' ve only 
talked to billl about 1t once, and the f irst time 
when I left b.im the impression tnat I got was that 
it i t could be improved upon and if people like 
Ur Henderson Wr. Thorp and the others tnet 
we~en't in co~td add to this thing, -hy,1he '~":01'11 
take it I mean that ' s my i mpression. wan th 
repeati~ myself _ I don't !<now anythlng bettehr Bn 

th ugbt that the President of t e 
if t he country o 1 i s tration were working 
United S t ates and his 8~ .nto solve these probleliiSi 
just as nard a s they cod aful even if we only solve 
I think 1t ,.0 uld be •on er • 
one or two. 
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Could I make a couent, coaing back to tbe appr oach? 
With regard to Leon's sugges tion as to an approach 
1 think there i s no question that one of the first' 
things we have to do 1a diagnose the present status 
of the business situation. 

But then i t comes to the question of ' projecting 
what business is going to be in 1940, and on that 
projection you're going to make recommendations as 
to policy. I don't think this group or &n1 other 
group can forecast with any ,.eat degree or certainty 
wbat' s going to happen ln 1940 1f Just nothing was 
done. You have to IlSke cer ta1n assumptions. I think 
if you• re going to have a policy you hsve to have 
some ltlnd of forecast, and the impression I wa.nt to 
leave here is that any forecast that 1s e~ade bas to 
be a very tentative one, and I think lt ought to be 
made within a certain range, mlnillura and maxima. 
1 think ito s a forecast that should be ,just a work
ing forecast, like General Kot ors and these other 
companies bave, subject tor evision each day as 
new developments come along; nnd the Advisory Board 
should be advised of those currently. I think it 
would be very unfortunate if the Board had the 
feeling, or anybody had the feeling , that any group 
could sit down and with any high degree of certainty 
estimate what was going t o happen in 1940, because 
t•m sure you•re going to be disappointed. 

Now, who have I overlooked? Ruml . Bow could I 
ovel'look Ruml? 

Well l'm all in favor of the philosophic approach. 
I thlnk it' 5 a very good l'b ing to have a highly 
systematic and organized body of opinion a~act 
that tends to make for policy. I think it es 
the things you do mutually consist ent a.lld I ~ 

t eling of certainty 1n case hero e 
it gives you a de d that llight o therwise be approached 
measures are nee e 
with timidity. 

to me e qually true that 
On the other band, it ~e::!t the national income in 
it is awfully importan 1n •J9 . or it's going 
' 40 should be higher th~~ ~\i' our meeting 1n December 
to be. It seems to me ~her interes t ing evidence 
Mr . Currie educed some r a 
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t o l ead us to believe that b 
tbat it would not be as big~ ere,~a9s a possibility 
me the situation toda 1 as ~ · It seems to 
December . It seems t~ ,.: ~~=~ f~od than it was in 
days t o get a cons t we take thir ty 
wbat we ' re going t~e~o u:i~~d 1~1t t~en days to decide 
study the textual matters with ~~s !~~t~o d.ays tG 
proposals t or action, that it willpthen bet~: 
first or June, 1 t ~'ill be time r e 
and your 1940 situation will be ~~ ;:;e~:cations, 
because there is nothing you can do a fter tn!' first 
ot October that' s going to affec t 1940 very much 
except panic moves . ' 

Panic what? 

Panic moves . I mean everything wUl have been done 
by the first of October tnat can be done in an 
or derly manner. 

It seems to ae, ther efore, t hat it l!light be advisabl e 
concurrently with tb1s investigation, which I hearti~y 
approve, to see that someone el se i s charged with 
organizing the study of various action measures which 
might mature simultaneously wi th the report that 
comes here, so that ·~te will not have to wait for this 
r eport of somebod)" working on measures for action. 
It seems t o me that has to be done through a process 
of delegation snd orgaahati on. And co11111enting on 
Harry White's statement about the need t or accurate 
diagnoses, I'd say t ha t post mortems are more accurate 
than diagnoses . 

Well •••• 

It seems to me this report, and even the one we bad 
the o ther day - they cover nearly everything to be 
consider ed 1n the ·mole field of e conomtcs, and you 
can get into endless controversy about the r elation
ship of sucb action to such other action, and so 
f ortb. I agree with John that we•ve got t o be per
fectly practical about this thing, that t ime is of 
t be essence· tbat we know tbe politician and the 
American public and, after oll, aoytbing .that wrre 
able to do- if it's going to be successful, .it s 
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coing to bave to be ao•etlll.D& that 1a sold to t ba 
publi c, aDd only 1n tbat wa7 do 7ou cat it sold on 
the Bill and only in that way do you cet action 
So it seea s to me we 1ve sot to t hink about thia' 
wbole tiling as priaarily ao•~wbat ot a selling 
j ob we've got to do. If we want to get acti on 
we •ve cot to dress this tbinc up so we can sell 
it, 10 tbat it IIB.kea a practical business appeal. 

And we're not going to find llDf disagreeaent as to 
ob jectives, that's one thing. EnrJbodJ always 
acr ees as to objectives, but it' s a question ot 
metbod. They'll all acre• tbat this ao billion 
dollars is a perfectlf proper obJective. !bat's 
fine. But bow do you get it, see? And ri&ht there 
is where you begin to divide, end we know wbat 
certain people say and we lmow what other people 
say . 

But wishful tbinking ian' t going to do it. 

No, that isn•t going to do it. So we can agree on 
the obJective. Wbat we •ve cot to do , it seems to 
me, is to pick out some of tha more obvious things, 
because you can't cover them all , and you only con
fuse the public in trying to oover the whole field . 
But there are certain very definite and obvious 
things. 

We know this railroad thine il a perfectly obvious 
thing; they' re not apendi.D& anywhere near the money 
they need to speDd, and you• r a cotng to cet a bottle
n.eclt 1D equip•ent, aDd it' a as illlportant 1n prepara
tion tor war as battleships or anrthing else. !bat' a 
an obvious tbing . 

Xou bave tbis Social SecuritY thine, mich UJ also 
be, I think, obVious, obvious in tbat if we tax •ore, 
next year and we don' t put out wbat •• tax, wby, you va 
taken more 1n troll consuaption tball you put out to 
consumption. 

You've cot nousing; tbat ' a mentioned bare. We cer 
tainlY haven't any _ we•ve cot e t r emendous field ~b d 
this country, a need tor housing. We haven't sera c • 
the surface m en it comes to wbat can be done. Tbera 
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may be a 1111.1 ta tion due to lab b t 1 , 
due to some other factors· or o t eaec~s or 
big field that is an obvi~t!u~n!~ least there is a 

i~ere are certain aspects of the labor• problem that 
we want business support- there ' s some very ' 

serious questions that have been raised with r~ter
ence to the modification of the Labor Relations Act 
and also some questions with r eference t o hours I ' 
mean there are certain factors; maybe we don ' t ~t 
to t ouch it, but the point is tb4t there is a field 
the t 1 s pretty obvious on the p~trt of a lot of people. 

Now, I merely mentioned a few ~t those because I 
think • • • • . . 

Could I add one? I forget what the n~ber was in 
the original memorandua, but the way it was stated -
the one wnere we attempt to r a i se the question or 
wha t was the Government's position in activity - I 
mean try to define it. 

That• s in the second one. Do you want me to read it? 

Read it the way it was originally. 

Just along that line, Kr. Secretary, Kr. Thorp and I 
bava been talking with a number of people that are 
well-versed in some of the other economies in connec
tion with our work, and one of the best authorities 
that I know of stressed tha t last week. He kept - be 
bad used a phrase that didn't s eem clear to me as to 
what be meant; but exactly what be mellnt was some 
indication ot the spheres 1n which the Government 
would certainly not touch. 

Well, now, B.anes, do you wllnt to read it the way it 
was written? 

•To what extent would private investment be stimu
lated were the Federal Government car efully to 
delineate the areas of our economy 1n which it 
proposes to confine our investment progrem, leaving 
o ther areas exclusively for development of privete 
enterprise'/ Is it possible for the Government to 
specify exactly by industry or location the field 
of investment activity to which it proposes to eon-

tine itself?" 
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That's the one I mean. And I don•t think that that's 
impossible . I do~1 t think that that's impossible. 
Well, to bring it right up to date - I mean after the 
T.V.A. bought this proper ty or Tennessee Power they 
said, • Well , t hat's all very well, but we still don't 
know how far the Government will go.• 

Now tbey 1ve got this Swedish economis t in town here 
again. Now, you ask any Swedish economist and t h.e:y 
can tell :you e xactl:y wba t the Government• s field is. 
And t be business :aan or Sweden knows that they're 
interested in this, that and that; the other things 
tbe:y 1re not interested in • 

.. be:y 1 ve got a partnership. 

I think if .we could do that 

That ' s right. You've got another thing that seems 
quite obVious . 

Lxcuse me, Marriner. I don't think you want to 
overlook that. You don ' t have it, eith.er, do you? 

That' s in there. 

Qut I like it j ust the way it was. 

I should think sn economist could understand this. 

That's t he trouble with it. 

You'd be surprised the trouble we bad with this thing. 

An economist wrote it. 

I bow to him, wherever he is. I don't know who be 
is . 

We ellaccept your bow. 

Who wrote it? 

I t hink I did , from all indications. It's in ~~e 
b some modification. That was e 

next draft, •idieta . I was just putting down what the 
Secretary's 
Secretary stated on that thing. 

Regraded Unclassified



c 

H.M.Jr: 

Henderson: 

H.M.Jr: 

Henderson: 

H.li . Jr: 

1fb1 te: 

H.li.Jr: 

Baas: 

White: 

B.li . Jr: 

Haas: 

H.M.Jr: 

Eccles: 

B.li.Jr: 

-29-
257 

But it's inevitable inc oinc onr these tilings -
1n so-called experts, w1tb ClllDtes, &Oinc over 1t 
tbat they ' ll try to remove whatever phrases are ~ua
ceptible or dual interpretation; and that means 
making it more academic, aore legal, and so forth. 

I think, llr. Secretary, it you gave this committ ee 
another few days or a week, we could have this 
thine rephrased, we could iDdicate wnat we think 
you bave 1n mind as to what the specific approach 
will be, what are the apec1t1c questions that 
should be tackled first, and we could come back 
to you within three or tour or the days as a con
se(luence or this discussion with something that 
I think is much closer to your hearts than this 
appears to be. 

It you can do tbat in three or tour or five ds,ys, 
I'd like to do 1t Friday, because 'lfashincton'a 
birthday is next Tuesds,y and I hope to take a 
long English week-end. 

Is it Tuesday or Wednesday? 

Tuesday. 

Wednesday, I think. 

Wednesday . I'll bave to be back long before that. 
But would you people be ready Friday •orning? 

I think so. 

I don't want to crowd you. 

Yes. 

We think so. 

Wbat? 

We can be ready. Give you tbe first one. 

Would i t be convenient tor the 
again at 10 o•olock Friday? 

I won' t be bare next week. 

Will you be bare Friday? 

Committee to meet 
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Yes, I 111 be here Friday. 

Fine. Mr. Delano? 

I have a monthly meeting or the 
Commission Friday and Saturday. 
excused from that. 
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Park and Planning 
I g uess I c an be 

Henderson: I can't be here Friday, but that doesn' t 

S.W.Jr: Well now - Thursday aft ernoon? 

Currie: Thursday ai'ternoon. 

'1/hite: Thursday ai'ternoon would be all right; then we could 
have an opportunity a day ahead to circulate sOtDe of 
the men; maybe they'd have a chance to look at it, 
suggest changes, so that when we c0t11e here .... 

S.!I .Jr: 

Eccles: 

Delano: 

H.Ji .Jr: 

Hanes: 

S. I!.Jr: 

Thorp: 

S. W.Jr: 

Henderson: 

Currie: 

So..nes? Mar riner? 

Any day this week will suit me. I'll be available 
all week any day and I can arrange t o be here. 

About what time? 

I Just see another Aranba luncheon. Gosh, those 
luncheons - he's giving one Thursday. 

I don't know about it. 

I wish when these visitors come once in a while 
they'd give us some Brazilian food at least; be a 
little change. I sup~se by three o'clock I'll be 
here all loaded. 

• 

Now, is this mostly a mat ter of Just phraseology? 

No no much more than that; I !Dean take the benefit 
or' whatever you got out of this discussi on. 

Seemed to me tbree things •••• 

llr. Secretary, in 
also in r eferenee 
said, I think the 

connection with Ur. Banes's remarks, 
to what llr, Ruml and llr . Eccles 
committee would like to have a 
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definite understandinc on this question of publica
tion. It aakas an enor•ous .. ount or difference in 
how :you write tbincs and bow :you tuas over word a aDd 
the possible misinterpretations that -.y arise trom 
the uae of this word and that. It we were to pre ara 
that feel1nc that the thine would not be publisbe~ 
we could make very much ••••• ' 

You sa:y .• it :you were not ... 

It we were not writing this with the idea that this 
was going to the public, we could go alo!lg much 
taster . 

Don't you think you could write the questions 1n the 
most direct, simple kind ot way, and then before 
the:y 1re published :you'd be •••• 

Be was thinldng or the answers, not the questions. 

It applies to both. #hen you come to the question~, 
every word has to be exaained care tully. 

Would this be a compromise? llrite them so that, 
first, I can understand them; second, that t hey 
would go to the President, but he would take tbem, 
if he wanted to use them, and reword it tbe way 
be always does. Does that help you out at all? 

.lr'hat do you think? 

Rell, if it's good enough tor the President, it 
ought to be good enough tor us . 

It's very understandable tor people of good will 
who want to understand; i t 1 s very easy, though, 
tor people who want to contort and a1s1nterpret 
to do so. We've been hedginc this, guarding it, 
with the idea that it might set out. 

Nothing we've done here yet has gotten out . 

I mean that it ~ight be gotten out officially trom 
the White Bouse. 
AD¥tb1n& I send over to tbe White House I write in 
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a way that it can be given out • . I always do. 

It's perfectly all right, as long as we know • 

Personal~, anything I send, I go on the assump-

260 

tion that it ' s either going to be given out or 
somebody else is goi.ng to see it. So I always 
have that in mind end that's the way. And these 
other people can do it - but I always do it on that 
basis. I never know when the President ls going to 
take something and give it out. That's his privilege. 
That doesn't help you any, but at least that's the 
way I work with the White Bouse. 

As I understand it, there i sn't anything here that ' s 
going to the White House at tbis time. This is a 
question or mere~ getting an outline of what we ' re 
going to study . And now, as to what is going to be 
given out, that would , i t seems to •e, depend 
entirely on the final r epor t that we llight ll&ke -
we ma.y agree upon would go to the lihi t e Bouse as 
our report and recommendation. 

So that ut this s tage of the g ame it seems to me 
we don't need to tbink about the question or the 
thing being released, because we hoven•t any program 
yet. 

Well, that didn't app~ to the questi ons . Tbere waa 
a possibili ty that the questions llight be releaaed 
if they were regarded as suffi ciently provocative 
in order to indicate to t be public that these impor
tant s tudies were going forward; the answer s may not 
be •••• 

If you give to the public the idea that we ' re studyina 
a field like this , tbey 1d say, "IIY God, are there all 
those troubles?" It would only make t he public reel 
that the troubles were Jus~ lot more than they ere. 

Impossible. 

What? 

I111possible. 

Just an impossible situation. 
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B. ».Jr: I ••an it1s impossible to give the public that 
illlpression. 
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Henderson: I bave an alternative, Varriner, t o aucgest. The 
President could take notice or the N.A.II. •s statement 
in saying, •Within the Government, throuch the fiscal 
group, organized attention is being given to every 
one of these items.• 

Baas: Tben it looks as 1t that was the stimulus or the 
study. 

White: That would ·ple~se business that much. 

a.M.Jr: Look, not to prolong this thing, because I like to 
keep them as shor t as possible - have you people 
got enough, did you get enough out of this so you 
can come back with a - make a little progress 
between now and 1hursdey at three o'clock? 

White I I tb.11lk so. 

B. r.I .Jrt Is that all right with you, llr. Delano? Eccles? 

J:.ccles : Yes, that's all right with me. I haven't got an 
awful lot - I ' • still up in the air 5!1 to what 
•·e• r e going to do, but I'a willing to wait until 
Tbursdey or Friday. 

Regraded Unclassified



'S 

.. , ......... 
llfl'--au• 

\ 

Q IS 

U.S. Policies 
Bloc~ Upturn, 
N. A.M. Finds 
11 Specific Poinu Cited 
iJaReport, WithBuaio
and La.bor Aho Blamed 

Un&ound Control, 
High Taxe& Listed 

Mo•gement Seen Erring 
in J udglnl! Ellec~ of 
Government Prbgrams 

Regraded Unclassified



::.bJ 

--

-
'. ---

- I 

l Regraded Unclassified



l'ebruary 11, 19~9 264 

U 1e propoaed t hnt an ennlyaia be aade of certain 
rundnoental f aotore rela ted to t he shorter t erm obJective of 
Itt\ sao billion nAtional income and upon the longer t&rn 
objective or full employment and a at endily rioi ng nAt ional 
income. 8peoific recoocendaticno beaed on t he t1ndi~e ot 
thie atud)- w111 be made. '!'be nnal)'eh will be tocuaed on 
two broad subJects: • -

I - The ascertainment o r exiat1ns deterrente 
to priva t e enterprise and t he cenouree t hA t ~ be 
t~en to re~ove t hee and t o etlculate recover y. 

II- Anticipatory action t hat mft1 be t aken to 
preven t the ecergence ot t actor a t hnt vould endanger 
an orderly and sust a i ned ap~oach t o full recovery. 

Basic Sueotiona 

In order to determine t he neceoalty and c..'\gn1tu4a 
of r.d<litionnl steps to nttnin t he otnt ed ollJ r ctlves, it ia 
t11•at dcs1rnble to answer t hree 'bnoic ~ueatlon o : 

1. What levels or production, coneuoption Md 
c·~• t nl 1~veatoent would prevnil (n) with nn $90 bill i on 
r.~ tic~~l inoo~~. (b ) with full e~nloynent, t~inc i nto nooount 
Jro'b~blc price ohnn~es? 

2 ~t level or e~ployoent vould ~revall vith an 
:~ bill1on·n~t1onPl 1ncone, tn~ln~ int o ~ccount ~robebl;for1oe 

c ~>n<·e o? 

3. How fe r, on t he 
ex~ectntlons , i G t he ~·t1ona1 
~ext t'-'0 ycnrs? 

'bao1o or ex1at1n; ~rorraca and 
i nooce ll~ely t o i ncr ease ln t he 

I 

A. Pr1v~te Ent r rprlee nnd Tnelr Romo•ol. Exis tinG Deterrent s to -

1. Leegi ne I nduetr1ee. 
d brPnohea ot ngr1oulture 

Which 1nduotr1A8 "" 4 why? lfb.At apeo1-
bnve l agced(ln t he rh~o~~~~~ ~~dicated below) ~1ght 
flo t h ings other t · 

-
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be 4oae t o increase t ho ant!c1,at cd vola=~ , 
oapltal e xpendlturea i n : (a) t he -ai lroadso. 
(bJ the ut111t1ea, (c) buildi ng (d) otaer d bl 
Coo4a fleldat ' • urtt • 

2. !zrneaa Capa.o1tr . 

to What extent 11 t he ex1atence or idle plant 
aot1Dg ae a deterrent t o nov ce.p1tnl expend1turea? 
Bov muoh increase 1n conaucer de~d vould a~sorb 
idle capacity 1n VAri ous rields? How t &r can an 
lnoreaae 1n conaunar de~and be broueht about b7: 

a. an exceaa or govern:~ont cash expenditure• 
over receiptat 

b . changes 1n t he t AX atruc~ure , 
c. changes 1n t he t TP&a o~ rovern:ent ex

pend1tureat 

a. !pea. 

Vb.Rt ele:>enta or ou.r rcder~l . at<lt e or local 

.:ss 

t ax atruc t urea, beari ng on pr opert7, 1nd1v! dual or 
corpora te 1ncO:le, pnyrollB or opleo , hAve p~ticul~rly 
adverse e r recta on oonAu~ptlon or nev 1nveqtnent? 
WhAt cod1!1ca t1ons i n t he t ypo and ::>e t hods of ~>aoeas - • 
ce nt and collection of vDrloue t Axes tll (ht et l toulnt e 
oap1ta l invest cent ? Would t ho nbol1t1on or r eq tr1o
t1on or t ax execrpt secur1t1no e,-.oour -u-e new !W!.vl't e 
cap1tl' l expen.dltures? 

4 . E!ceaa Savinr . 

Have our sav1n~a bee n ~enred to a hlc~er rnte o~ 
growth 1n DO'Oula t1on technolo~1cr.l rdv~.nc e, e-~rr~~cc 
o r nev 1ndus~ries r~rc1~n lend1n~ , e tc . , th~n ~e nov 
poaaeaat It so bne t h1a rct~d r c ~ drrc on recovery? 
What ~eaeurea ~ a'proprl~to t o -eot this slturtion, 
ir 1t ex1•tet 

&. AYa11Bbil1tY or cn~1t~l. 

I r t he ditt'lculty 1n o~cur11- loe:~s rnd 
neo ar as ~ ~r to oe 0 deterrent 

equity money tor emt'na1on II""'·~' · . . . • 
t t l d· t h1B be ra·,edl ed t lu own · 

to what ex en cou r b~ttor und~r~-rltln£' r~c1l1t1ca , 
a. P!:~!!ll1o~n o t he Seour1t1~s Exchl'lllfl! Act or 
b. o.-ooes ' s .. C 

regulations or t •. o · - · · • t 
t he eatllbl18lu1Cnt or ,. nc~· t )'j)C o~ £overnoon 

c . capi tal au,.,,ly1n< r~~~c1, 
4. t he R.r.o., 
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~ee 1D •tete lava rover n!ng l:.veat oent 
ol 1neuranoe a~ trustee t'unde 

farther reduct1ona i n r.ortrP~e •nd ot~er 
1Dtereet rates on lo~na t o ultlmr t e 
bol'l'OV8re, 

~her modification or l ave ~nd regulations 
relnt1n; to bnnk l onna and inve~tnents ? 

8, lonppolletlc fracticee. 

Ie t he extetenoe or monopol1ntic ole:entr, such 
• • price, production ond pnt ent oontroln retr~dlnr 
lnTeet .. nt or conell!:IJ)tiont I ! so, hov mi{'ht such. 
oontrole be reaoved, aod1t1ed or offset? 

"· b1u•. 
Are preeent price relatlonahi~a and t rends not

ing ae deterrents? Whr t ootion Mi ght be te~en v!th 
reference t o prices i n oerte1n t1eldo t~~t would 
etl.ulate recoveryt 

8 . lroflt l!arg1ne. 

In Whloh industries , it ~ny , are i nadequate or 
ezoeeelTe profit ma.r gine aotine ~a deter r ents? 

I. '•!tor. 
Are particuler ware r nt ea not1n~ ~~ d~terrenta? 

Are o.-..ln labor practices, auch II & t rnde uni on 
appreatloeehip and membership r equ1re: ents , end out
PQt oontrole, acting s a deterrent s? I s l abor ler 1c
latlOD IIUoh ae t he V~es tt'"d !'ours Act and t he 
latlo~ Labor Rela tione Act , ~ctlnr ~· n deter rent? 
lbat aotlon 1n reenect t o t hese ! r ot or s m1ght bo 
taken that would b8 1n t he 1ntereate or bot h ll>bor 
an4 of reoon17t 

to. krlquttun. 

Ineof~r ae present agrioultur~l price ond 
produotlon poli c i es ond t he oerr yovor or arr1cultur Al 
oo••o41tlee are acting ne dete1•rcnt s , 1nnt ohnnr=es or 
a44ltlonal •easuree appear npproprlnt e? 

U. Jltu:lteUIIfj Legialatlon . 

Ineofnr as exlatlna l ec1s1nt1on in t hO "lrr!':et lnc 
t t~1l price ~~lntenr~cc , 

tlelde v1tb r ef erence 0 re • det~r;.~ t 11>-•t 
falr trade l nws, etc., nctr ra 11 

- ' 

chances appenr ~ppro~rlnte? 

266 
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12. lrlYate debt Burden. 

Are exoeeeln debt etructur .. aa 1n the l'a11-
roa4a and utllitiee, or defaulted debt ae 1n the 
Clol'tpge fleld, ret~ng nev inYeetcenU How 111t;bt 
t he deterrent effeote, if llnY, llrleing froB theee 
eouroea be moderatadt 

1a. loo'll Ia!E!AO!· 

to What extent , 1f at ftll, doee t he preeent 
eoo1al lneurance program oonatltute a drag on 
reoOYfl"Tt Vbat chaneee alght be c:ade 1n t he progru 
wbloh, 'Wbl.le r et aining t he contributory principle, 
would a14 1D t he atta11'1:11ent of a hi gher nat1onll1 
lnooaet 

1•. OqYe£D!ent Coopetition. 

to what extent, lf any, are pr1Tete capital 
expenditures beiD£ deterred by uncert ainty oYer the 
tuture role which i s to be played by GoTcr~ent 
aotlYltiee of a nature oo~etit1Te v1th private 
enterprleef f o vhat extent could th1~ deterrent , 
if lt exists, be leaeened or recoved by a further 
ol&rifioatlon of t he Govern~ent 1 e pol1oy on t hese 
mn.tters t 

1&. Foreign Develop~ente. 

What are t he exieting deterrents t o recov~ry 
arleing free cond1t1ono abrordT Hov c~rht t hese 
deterrents be alleviated or recoved? ~ov e&n our 
f oreign trade be 1norefteedt 

18. Budget. 

Hov far 1f a t all U t he e~1oterce o~ ~~., t :te 
unbalanced b~dget ~ paybholo~io~l de t errent? It 
deterrent exists 1e 1t auft1o1ent l y eer1ou• to 

' 1 t Cl or A decreeae in eY.-VIU'rllnt an increase n ex • •· t''~ budr et? 
pendituree or both ln order t o bnl nee _1 t 
To · vhat extent oould1 ~hl~u~~i~~r~~t~ri;.~ ; ;~s~n=~o 
be mod1fled b:r t he n r o • 1 concepts into Gover~cent nccount1nr 

17. Other Governmentnl nollol ea · 
1f t all nave other •ov~rn-

f o what extent, a cr l ' o~net~ry. r~1lroad, 
aental policiea in t l '1° d fl~ot ::.ent1oned ~bove , ~c:ed 
utility and other f1e 8 
to deter long t erm 1nveet oent t 
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~H !0 ORDIRLY AlfD IIUS!AINED REOOVIRX 

l. Honopol1et1o Praot1oet. 

In vh1oh 1nduetr1ee and at what lnel of produo
t1on v1ll aonopol1at1o pr aot1oee and control• reeult 
1n exoeee1n pr1oa adn.noeet How lila)' t hh be pre· 
Tented or rel1eyedt 

2 . Bottleneck• 1n Produot1n Caoao1tr . 

I n vh1oh 1nduetr1ea and at wh&t leyel of produo· 
t1on v1ll be t he laok or adequate plant ca'O&c1t1ea 
retard expane1ont How &7 t hiS be prennt ed or 
relte•edt 

3. L!bor lhortas ee and D1aputea. 

At what pointe and a t what level of 1nereaaed 
~uot1on will t he l ack of adenu~te ski lled labor 
retard expane1ont How may t hiG bo prevented or 
rel1eYe4t What dev1ooe promise more amicable r ela· 
t1onl between employftra and labor? 

6 . OYer-Production of Inventories. 

How rar m1gbt t be oolloot1on and publ i cation 
of ourrent 1ntoraat1on on 1nvantor1ae, new Md un· 
r1lled ordera, oto., loeaen t ho danGer of oyer· 
aooumulat1on or 1nventor1oet 
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e. !peculation. 

Are preeent controls eutti 1 d1eaetroue stock and cocmodlt c ent to prevent Y speculation? 

6. Adverse Developments Abroad, 

:.69 

What atepe can be t aken t o t 
!rom poea1ble adveraa developne~~~ =~=o~~t=~o~~~~. 

a. tore1gn exchange development& ' 
b. f oreign trade and exchange poiiciea or 

tore1gn governnenta 
o. war, ' 
d. international capital movenent a, 
e . bue1neaa receae1on abroadt 

7 . Detioiency ot Conauoer Buying Po~er. 

Ie there a danger t hat recovery v1ll be checked 
b7 n de!ioieno1 ot conauoer buying power (1 e by 
the tendency ot aavinga to increase t eeter t~~ the 
daliiNid t or new cap1tal) t It eo, whet action can be 
taken to toreatall t h i a danger? 

8. E:xoeaain livings i n Consumer Credit. 

Ia t here a danger that t he orderly character or 
the reconry will be t hreatened by exceee1ve chances 
1n the outatandi ng volume ot ocnauoer credit? 

G. FapltY Timing ot Monetnr: and F1ocal Oper e t1one. 

(a) Ia there a danger that recovery r::.&'1 be 
oheoke4 thrOuSb bigher i ntereet r a t eat What beP~lna 
4oea th1a have on treaaur1 and Federal Reserve 
.oDBt&rJ policiee and !reaaur'f t1nanc1nc policl eat 

(b) How rapid a reduction 1n net governcent 
• xP&n41turee would be oonalatent with a co~t1nuat1on 
of print• reoonry1 

III 

stJPPLEMD'l.AliY QUEII'!IOIJS 

1. DoftS!r or IntlAt1on or Detlatlon. 

Ie t here any t oreaeeable d~ncer ot (nl infla tion, 
(b) d.rlation &r1a1ng tro~ the t1acal and =onet llr'1 
po11ciea currently be1nr tollo~edt What changes 1n 
our 110netar7, banking and t1acal mecban1ama and 
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controls oan be !:lAde to l.aprove t he adequacy and 
erreot1veneea or monetary POlicy and t he t l.ai of 
r1eoal opPrationa t o avoi d infb t1on and detl~iont 

2. Public Credit , 

Vould a substantial inorenae i n t he publio debt 
have any important ertoot on t he publ1o ored1t t 

3 , Publ1o Debt Burden, 

Vlult 1e the burden and inci dence of the publlo 
4ebtt 

4. ~end or Intereet RAtee. 

Vhat are t he ~ore iaporta.nt considerat ion• bear
i ng on t he tuture oourae or long tel'l:l 1ntereat reteat 

&. ~end of Price L•vel. 

What vould be t he cost dao1rabl e trend 1n the 
genera l price l evel in t he next f ev yearat 

6 , Changes in Bnsio Underlying Conditions • . 

To wha t extent hnve t he outlet s for private 
capital expenditures and t he poosi bilit1ea tor aua
ta1ned full eaployment been affected by t he elaokt&-
1ng 1n t he grovth of population and by other 
mod1r1oat1ona 1n baaio underlying taotor• condition
ing our econoa1c grovth t 
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hbJ:'II&I7 15, 1939 

JOR 'l'fm SICORIT.&IIJI 

U :rau are intereoted, thb 11 t he current reY11ion 

ot the reconry quut1oDS. !he -r~ probabl;r will be sulal.tted to 

the tull OOOIIlltt .. in el>aut thio tot~~ taoorrow. 

lSD 
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rebruary 15, 1939 

It ia proposed t hat an investigation be made or 
certain fundamental f actors llhioh may have been significant i n 
the continuation or unemplo)'lllent and whioh may stand in the vay 
or increasing the national i ncome i n the future. Specific re
commendations baaed on t he findings or t heae investigations 
should be made in order that policy might be formulated which 
would lead to an inoreaae in t he national i ncome. The follow
ing are aome ot the bas1c questions to vhioh t he i nvest igation 
should be directed. 

l. What are the proepeota tor continued tecovery 
in 1939 and 1940? 

2. Which i mportant industries have made leas t han 
a proportionate contri bution t o the inoreaae in the national 
i ncome during 1933-387 V"lll.ch have IIB.de more than a propo.r
tionate contribution? What can be done t o convert specific 
industries llhich have retarded recovery i nto stimulators or 
reooverrt 

3 . How t ar is t he claim that new investment ie 
being seriously blocked by speoitio Government measures 
just itisd, or are there other reaeona vby invest ment • in the 
indust ries shown in 12 above ia lagging? 

4, To what extent does new capit al investment tor 
~lant expansion and new i ndustrial development coma trom 
(a) oaah assets, (b) borrowing, (c) sale ot equity securities? 
Is t hi s capital raised through (a) organi£ed securi ty ax
changes, (b) individuals, (c) banks, {d) other institutional 
inveatora? How do t hese figures compare with the 1923-29 
period and llhat is their s1gn1fioance? 

o. f o what extent are depreciati on reaervee not 
bei ng reinveatedf 

6 Do i ndustries or specific ventures v1th reason
ably bri ght.proepeota have any difficulty obtain~tthe be 
necessary capital in eatiataotory form? I t eo, can 
done about itt 

t uld pri vate investment be 
7. To what exten wo arotull to delineate 

st i mulated were the Federal Oo-..er~en~~oh it p~poaea to con
t he areas ot our nat ional economy 0 ar future leaving other 
fine its investment program i n t he ne -..ate e~terpriae? 
areaa axolusiYely tor development by pr !oi! exact ly -- by 
Ia i t poaaible tor the Government to =~e fi~ld of investment 
industry, or location or tunction -~fine itaeltt 
act ivi ty to wh1oh it proposes t o co 
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8. What elements ot our tu; atructure -- Federal 
State, or local -- serve substantially t o retard the growth' 
ot the national income through their ettect on consumption or 
new inveetmentt What moditicatione vbloh would etimulate the 
growth of the national income could be made 1n (a) upper 
bracket personal surtaxea1 (b) lose carryovers (o) averaging 
ot income, (d) capital g&1nS taxation (e) ooneol1dated 
corporation roturna, (f) taxation ot dlvidende, (g) Gorporat1on 
undletributed proti~s, capital atook or exceas protits taxa
tion, (h) depreciation allowances, (i) payroll taxes (J) aalee 
and other excise taxes? • 

9. Would the attainment and maintenance ct a sub
stantially higher national income requ1re a ohange 1n the 
existing ratio ot savings to conaumptiont 

10. To 11hat extent would a redistribution ot our 
nati onaL inooma contribute to the attainment and aalntenance 
of a higher national 1ncomet 

11. The claim i l made that private industry by 1taalt 
can not profitably absorb purrent eav1nga. Ware th1a true, 
a continued high national income vculd be 1mpoaa1ble unless the 
Government provided investment opportun1tiaa for capital through 
public works, eto. What evidence ie there that supports this 
claim? 

12. Ia there Justitioation tor the claim that 
Government spending en public works or VPA prcJscts results 1n 
a decrease i n spending in ~ehal! ct private enterprise! 

13. What meaeures could the Government take, either 
directly or in cooperation v1th State and local governments 
to inoreaee government investments in selt-11qu1det1ng enter
prises without adding to the budgetary detioitt 

U VhJ.ch types ot Federal Gonrnoent expenditures 
operate to inoreaee the national incocu1 moat .and wblch leaatt 
To what extent is it possible to ah1tt trom those that in
crease inoo111e least to thOee that inoreaae i ncome moat? 

115. Hov large a 'fOlUIIIe ot unamplorraent muat ve expect 
to make prevision tor during the next t1 ve year a, and whet aeana 
should be ueedt 

18 Ia there a foreseeable danger ot inflation or 
deflation ~ising from current tiacal or monetary polhaniciies? 
....__t t banking and tisoal moo a a 
•= changes 1n our mona ary, t b adequacy and ettaot1ve-
and controls can be aada to tmprtoiv!. 8

0
t fiscal operations to 

nou ot 110netar:r pol1c:y and the -..ng 
a'fo1d inflation or defletiont 
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17. Are monopo1~at1o praotioea auoh aa price 
production, and patent oontrola retarding 1nveatment or' con
sumption? I t eo, how might euoh oontro1a be removed modi fied or ottaet? • • 

18. Would the oo11eotion and publicati on ot current 
information on inventories, new and unti lled orders, eto., 
lessen tbe danger ot over-production vhi oh reaulta only in excessive inventor y accumulation? 

•• 19, To what extent, in what fields and with what 
etfeota on our national inoomo baa t he Government contributed 
to an uneconomic price structure and, it there are beratul 
etteota, bow can they be el1mina!ed? 

• 
labor? 

20. Ie expansion be1JI8 retarded by lack ot skilled 
It ao, bow oan we oorreot the situation? 

• 21. Are particular W88e ratsa or labor praot1cee --
suoh as union apprenticeship, membership requirements or output 
controls -- acti ng as deterrents on reoover:rt 

... 22. For what speoitio products can we expect a sub-
stanti al increase or decrease in exports during the next two 
years? What, it any, removable obstacles lie in t ho path ot 
important increases in our total export s? 

•• 23. What steps oan be taken to protect our economy 
trom possible adverse dav~lopmenta abroad auoh aa (a) foreign 
exchange development s (b) t~ade and exchange policies of 

... 
• 

other Governments, (c) war, \d) international capital movements, 
(e) bueineae recession abroad? 

SDPPLSNENTARY QUESTIONS 

(To be included or excluded at the direction 
ot the full Committee.) 

1 To what extent if at all, does the preeentVha 
social ina~anoe program constitute a drag on r ecoverr' t t 
changes oould be made t hat would aid in the attaincen o 
a higher nat ional inoome? 

2 How far i f at all i e the exi stence of ani~th 
balanced budget a pa:r~bologioal deterrent to ~~c!;:!!t an 1n~ 
deterrent exi sts, i e it aufficiantlyd~;~~~~ or both in order 
crease i n taxes, a deor eaae i n e~n t could this deterrent, 
to balance the budget? To~! a1n;~uction ot privata buei-1t it exiate, be modif ied by e 

1 neaa concepte into Government accounting 
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3. How rapid a reduot1on 1n net GoTernaent expendi
turee would be oonahttnt with a oonUnuAt1on ot pr1n.te 
reooTerrt 

4. Would a aubatant1al 1noreaee ill the publ1o debt 
ban anr ilBportant etteot on the publ1o ored1U 

debtt 
&. What 11 the burden and 1noidenoe of the publ1o 

6. Ie there a danger that reooTar7 111a7 be oheolted 
b7 higher interest rateat What beAring doea thia poaa1b1l1t)' 
have on 'rreaeurr and Federal Resern monetar7 pol1o1ea and on 
Treaaur7 tinano ng. polioiest 

7. Ia labor legislation auoh aa the Wages and Boura 
Act and the National Labor Relatione Act aot1ng as a deterrent 
to reooTerrt 

-• Urgent, immediate etud)' 
Leu urgent 
Not preealng 
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DRAFT 

lly dear loll'. President: 

I am sending you herewith a list of t wenty-nine 

questions that your Fiscal and Monetary Committee have 

under consideration. 

I sincerely hope that on your return to Washington 

you will set aside Tuesday afternoon to discuss ways and 

means to bring about recovery. As I said at the l ast 

Cabinet Meeting, I am not very cheerful about the outlook 

for the next two years but I think there is still time to 

r eally get business going on the upgrade, provided that you 

call on people, not only 1n Washington but wherever they may 

be in the United States, to assist you in this 1110st inlportnnt 

obj ective. As I said at Cabinet, if 1940 is a bad business 

21r:; 

year it seems to me it will be just a tragedy for Democracy 

and I do hope that you r.ll give ell of us an opportunity to 

assist you 1n solving some of the fundamental economic problems 

which are racing this country at t his time. 

-
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It ie proposed t hat an 1nveat1cat1on be cnde 
ot tuAaa.entel f actors vbich may et end 1n the war ot 
attaining fUll employment and a etead1ly 1ncreae1ng 
national 1noome. !pec1t1o recommendations beeed on the 
t1n41ft88 ot t hese inveat1go.t1one should be ~r.C.e eo t hat 
polio;y mlght be formulated vbioh would lead to M 
1noreaaa in t he national i ncome. Tne following ere eooe 
ot the baai o questions to whi ch t he i nvest1gnt1on ehould 
be direote4. ( Queetiona marked •- are urgent, requ1r-
1ne; 1moed1ete s tudy, t hose OP r l'ed •• ere le3s urcent, 
and t hose mart:ed • are lennt w•cent.) 

- 1. \lhat are t he proapect~r t or continued 
recovery i n 1939 and 1940? P.o\: aoo:: ~~;,· ,.-e e;::J~ct t he 
no.tion~l incooe to reach a l evel or ~0 bill1on e yet r f 
What are t he t hreBta t o continue~ r ecovery? 

-· 2 . Whi ch il:lportent 1nductr1ee l Pn ed 1n t ht 
1933-38 period, maki ng leas tt~n a r easonable contribu
tion t o the increase in the nationAl 1r.cooe dur1nc t hn t 
p_er1od? Which 1ndustr1ec wore t orecost 1n t he reco,·er;,·? • 
What oan be done to et1mulnte lac~1nc i ndustries, 1n
oreaaill6 their contr1but1on to t he nat1onnl 1ncone? 

• 3. How tar 1e tho clP.1m that now lnvestnent 
1e being eer1ouely blocted by epeo1t1c Governnent 
meaeurea Juetit1ed? 

• 

• 

-

<& To what extent dooe new cnp1tnl 1nveot::~nt 
tor plant eipane1on and nev 1nduetr1al de~elop=;nt co_e 
troa (a) oaeb aesete, (b) borro~1ng, ~) :hlCel·o;i~~~icd 
880urit1eef Is t h1e(C8)p1td"f r:1e~ t (cJUbnnltB (<!) other 
aeourit7 exchanges, b in v ua 8 • 'co ~re 
1natitut1onal 1nveatorode? r.d:o~-~~ ~~o~~ei;~~~1f1~nce? v1 th t he 1 923-29 per1 an w._ 

6. To vhat extent ore deprec1atio:: r eserves 
not be1ne re1nveetedt 

a eo1t1o ventures with 
6. Do induetr1eo or P y d1rr1cult~ obt A1n-

bl b 1&~t prospects have nn 
reaaona T r c-o• 1 1 eot1ataotory tort>l? Ir so, ing the neoeeeary oapite n 
what can be done about it? 
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• 7. To wr~t extent Y.Ould ori•nte 1nvestoent be 
st-oulate~ were t:~e F'ederl'l Jon•r:u::ent or.re full;y t o de
linea te t ne aree s or our n:ltionl\l economy to t.-hiob i t 
propose s to c on!'ine itc i nveo t oent p1·ot;r Al:l in t he near 
f u ture, l e a vint; other areca exclusively ror devel opment 
by p riva te enter!lr1ee? Ie it poe r- ible ror the GoverMent 
to sp ecify e xactl y - - by 1nduetry or locnt1on or f unction 

t h e field o! inve s t ment activity to whi ch i t orooooee 
to cont1ne iteeltt · · 

a. W'nat elements or our t i'..X struct ure -
F'ed err.l , State, or local -- eer•e substantially to retard 
t he cro~<th or t r.e 'nl'.t lonnl 1ncooe t hr ou&h t hetr errec t on 
consu~ption or new i nves t o ent? \ bAt ~od1t1cnt 1ons ~1lch 
would sti c ul .:-te t he•c:-ot:th o ! t he ::::tton:-1 lnco::tl' could 
b e oade ln (P. ) upper br Pc::et person::l s urt ,...xes, ( b ) loee 
c r rryoverst (e ) ~ve~r~~ns o! lnco: e, (d) cn:-! t nl t,n l ns 
taxa tion, e ) e onsolldR t ed Col~ornt ion rc t ur::s (! ) t~T~
t i o n o! d1v1dends, (<;) col·;-or•ti on undlFtr i bu t ed J)r o!lte, 
c api tal et oc;: or exc ess ~ ~·o!'1to t r.xr t icn, (h) deprecia tion 
c.l l o>:nnc e a , ( 1) :;>ny~oll t .oxt>o, ( J) Slllep end ot her exc1oe 
tru:es? 

9 . \{ould t he Atta!n:scnt and :::a1ntennnce of 
e euoot nntinlly h i gher national 1noooc r eou1re " chtmr;e 
1n t he ox1 ~t 1ns ratio of snv1 ng o t o oonsumpt1on t 

10. To what e xtent •tould a r edictribut i on of 
our na tionc.l i ncoc e contribut e t o t he e ttninment and 
na 1ntennnce or a hi~I.er nnt1on~l inco:se? 

11 'l'he cla i c i s c ede t ha t ~r1 v:: te lnduotry by 
it eel r ep.n ~ot ;>rof1tebly absorb cur1•ent M v1nte. lOere 
t h ia true a c ontinued high r.atio~l i ncone ~ould be lm
poos i ble Unless t h e Govcrnnent provi ded, inves t a en: oppor
t un i t i es tor CEoital tP~out;h publ i c Yor K& , etc . •~t 
e vid enc e 1e t her e t hat auppor t e t hi s clatc? 

• 12. Is t Ccre Just1t1cr. t 1on t or the cla1n thAt 
Go ver noen t spendine- on oublic wot•ko or 'lfPA projec t s re
s ul ts in a decrease in spendinG in behnl r or privnte 
e nterpris e ? 

••• 13 Whe t measur es coul d t he Government t Pke, 
either dire~tly or i~ coopo1·at1on with StPte ttnd

1 
loo

1
e.! 

vornr ent inves t ments n se • -e over nments to lncre~ se go . t he budgotc.ry 
l i quida ting enter ,r!ses withou t ndd1n, to · 
de tic it? 
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14 . Which trpee ot 
turee operate to increase t he Pederal Government exopndl 
which l.eaett To what extent 1nat1onal i ncome moot and -
t hcee that increase 1ncoos lea:t1~cpothsa1ble to shift from 
income moet t oae t h&t inc:t-eaeo 

lll. 
expect to make 
and 'llhat means 

How l.ar ge 
provi s i on 
should be 

~0~0~~~n~tt~nemployment must vc 
used? "' e next five ye4l:'a, 

l.6. To what extent 1! t 1 eooial. insurance program conah t t B A. l , does t !le present 
What changes oould be made t hat u e n dr ae on recovery? 
ment ot a h.i .gher national lncome~ould aid 1n the at taln-

17, Ie the re a for esee bl d 
or de nation arisinc: fro"' curre t a f i e '"\'·cr o !" 1n!lat 1on 
Pol.i o1e t Wh t - n seal or oonat ery 

e a c hanges in our monetary bnnk1 
t1ecal. mechanisms :tnd control o can be o~de t~ ~;~~: t l•e 
adequacy and ef!ectiveneea o r monot ary and tlsc~i ool lc 
and the t i mi ng or opcr a tionA t o nvoi d 1nt l-ti on o~·de 'l! 
t1ont · • ---

1 8 . I s t h : r e 1\ da n;:er t ha t t•ocov<> ry .. :Jty b~ 
oheoked by hi gher i ntPre et r 11t oa? '•b n t bearin: doPs thi s 
poaa1bility have on TreAsury and Pedcr r l ?.eserve ~one trry 
pol.ic1ee and on Treasury tinnnoi~ pol i ci es? 

19, How tar, 1t a t nl t , 1e t he existence or an 
unbAlanced budget a peyohologioal deterr ont t o r ecover y? 
It t he deterrent exieta, i s it eutt1c1ently ee~loue t o wAr
rant an i ncrease 1n taxes, a decrease in expenditures, or 
both 1n order t o balance t he bu~et? ':'o w!lat extent coul.d 
ttua deterrent , if it ex1eta , be modi :1ed by :l:~ 1ntroduc
t1o n ot pri.ate business concept o 1nt o Govern=ent account-
1nct 

• 20. Hov rapid a reduct i on in n• t Govcrn::>ent 
expenditures vould be consistent wit~ e cont inua t i on o: 
priYate recoveryt 

• 2l. , Would a substa nt1nl i no:-e:<ae 1:1 t !1e pu"::>l1e 
debt have any important effect on the ~u"::>lic credit? 

• 22. What ia t he burden and i ncidence o f t he 
public debtt 

- 2;5. Are monopol1atio practices such es p:-ice, 
production, and patent cont rols retardlOF inves t~ent or 
con•uaptiont It eo, how •1gbt euoh controls be r e::loved, 
modified, or otteett 
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•• 24. Would t he collection and publication ot 
current information on 1nventor1oa new and unrllled ordera 
etc. , lessen the danger of over-pr~duction which results ' 
only i n excessive i nventory accumulntlont 

•• 26. To what extent , ln what fields and wi th 
what effects on our nntional incooe hna t he Government 
contributed to an uneconomic pri ce struc ture, and , i f 
t here are hnrmful eftecto, ho~< cnn they be eliminat ed? 

• 

• 

·-
26 • 

ek1lled labor? Is expansion bel~ retr:ded by lnck ot 
If ao, how oan we correct the situationt 

27. Are parti cular wage rates, labor lava or 
labor practices - - such aa union apprentioeabip, member
ship requirements, or output controls -- acting aa 
deterrents on r ecoveryt 

28. For what apeoitio products can ve expect 
a substantial increase or decrease in exports duri ng t he 
next two yearet 'ihet , if any, removable obstacles lie 
i n the path of import~nt i ncreases in our total exportat 

•• 29. What atepe cnn be taken t o protect our 
economy f r om possi ble adveroo dovelopcent a abr oad ar i aing 
f rom (a) fore i gn exchance develop~enta, (b) t rade and 
exchanGe poli e1ea ot other Governments, (e) war, 
(d) international capital movemente , (e) business recea
aion abroad t 
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Februarr 23, 19~9 

FOR 'l'IIE SECRETARY: 

In reply to your letter aak.1ng the Federal 

Reeerve Board to designate wbi oh ot t he recover, 

queatione 1t would answer, Mr. Currie called today 

and aa1d that the Board w111 work on all ot the 

•urgent• questions exoept t he one dealing With the 

outlook tor exports. 

E8D 
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My dear Governor Eooles: 

February 17, 1939 

The enoloeed memorandum hae been suboi t ted 
to the Fisoal and Monetary Advisory Commi ttee by lta 
teohnioal committee aa an outline t or the s t udy ot 
the recovery problem. 

Our pl an ot pr ocedure 11 to allov each ot 
t he agencies aaeooiated in t his vork to investigate 
and t o report on any ot t he questions contained in 
this memorandum. Therefore, I vould appreciate r e
ceiving tram you by February 23 a list ot the questions 
vh1oh your start viahes to study, It t hese voluntary 
selections do not provi de tor at leaet one report on 
eaoh question, the remaining quest ions may have to be 
assigned. Your statt, however, is t ree to start work • 
on any ot these questions a t onoe wit hout waiting t or 
submission ot t he voluntary list or tor aseignment or 
other questions. 

Reports on t hose ques t ions marked •urgent• 
should be submitted t o the Com2i t tee as ooon as possible , 
but not later t han March 20, beoauee the questions so 
marked are either or basic i m?Ortance or recu1re legis
lative ac tion. 

Sinoereljfyours, 

secretary ot t he Treasury 

The Honorable ~!arr1ner S. Eooles , 
Chai rman, Board of Governore, 
Federal Reserve System, 
Waehington, D. c. 
Enclosure 
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