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TREASURY DEPARTMENT 2 

INTER OFFICE COMMUNICATION CONFIDENTIAL 

DATil !.larch 22, 19 39. 

To Secretary Morgenthau 

"""" W:r. Has.~ 
SubJect: A brier etatement in answer to the following 

queetiona: 

(1) 

m 
What are the proapeote tor continued recovery 
in 1939 and 19~0? 
What are the threate to continued recovery? 
How eoon say we expect the national income to 
resch a level ot $80 billiona a year? 

(1) Prospect tor continued recovery 

Th1e i s a briet analyale or the bueineas proepeot, or the 

trend which eeems likely to develop it current bue1neea 1ntlu-

enoes work out normally. Such an analye1a should be or more , 

practical use than an actual t oreoaet in planning Federal 

recovery actions, elnoe a torecaet would be obliged t o gueaa, 

among ether things, what aotiona the Federal Government might 

take. It ehould also be useful tor determ1ni.ng whether recov-

ery meaeuree are operating against a favorable or untevorable 

background. A bueinessman aim1larly appraleee t he bueineaa 

prospect 1n maklng h1e plane tor the year, without neoeasarily 

making an actual tore cast, then adJuets h1s operations trom 

time t o time t o meet unforeseen developments. In th1e state­

ment, atter appraising the business prospect , we have listed 

the posaible threate to ita realizati on. 

Industrial product ion has receded somewhat during the 

tiret two month• ot 1939, tolloW1ng a recovery in the eeoond 

halt ot 1938 1110re rapid than ln any recent yeu except 19JJ. 
The queetion to be decided is whether this marks the beg1on1ng 

ot a more or lese extended downturn eimilar to that which 

ooourred atter the sharp 1933 recovery, whether buelneaa actiW1ty 

tor the time being baa establiehed iteelt on a eo- called 

"plateau•, or whether the downturn marks but a slight hesita-

tion ln a general recovery movement. 

-
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Seoret&rT Morgenthau - 2 

No Dronounoed reoeeaion 1n proapeot. 

OUr analyeie or the buaineae outlook 1n41oatea that the 
rapid reoo..-ery 1.n 193!1 will not be followed b7 a pronounced 
downward reaction 1n &nJ W&J oosparable to the reaction which 
followed the aila1l.arlJ rapid 1933 reoonry. ( Cb•rt 1.) 

Baaio taotora now are aateriallJ more t a't"Orable than 
theJ were at the top or the 1933 buaineaa rise. 

(1) 

(2) 

(3) 

Owing to the etable trend or prioea in 1938, which 
oontraata with the r$Pid rlae 1n 1933, the preeent 
reoo..-ery baa not been aoooapanled b7 exoeesi'>"e 
epeoulatlon and in..-entory aoo~at1on ae in 1933· 
On the contrary, corporation in'>"entorlea ha't"e been 
rap141J reduced (Chart 2) and, in ooapar1eon with 
the pre..-a111ng rate ot ooneumption, are back to 
the low la'>"ela or 1935 and early 1936. No e'>"idenoe 
hae appeared ot exoeeaive epeculat1on in the etook 
or commodity marketa. 

The current ao..-ement ot aanutaotured goode into 
conauaption, according to our eet1~a&tea, equals or 
slightly exceeds tbe preaent volume ot pro~otion 
(Chart t). In 1933• on the contrary, production 
tubatan ially exceeded the le't"el ot oon.uaer buying 
during the peak months ot the bus1neee riee. 

llonet&rT and ore41t oon41t1ona are now aore etablt, 
and the preeeure to liQuidate an abnormal ..-olume ot 
pr1..-ate debt, which was a ban41oap to recovery 1n 
1933, ia not now a retarding taotor. 

Establiehaent ot a "plateau• not probable. 

Since 1nduetr1al production ie now 1n approxilll&te balanoa 
with the moveaent ot goode into ooneuaption, it eight seem 
that a le't"el ot production a1gbt be eatabliahed here, which 
could be maintained tor an indefinite period. This reckona, 
howe..-er, without the influence ot two important reoo'>"ery 
tactora: (1) The oumulatin etteot ot improvi.ng buainasa 1n 
r aising the lenla or 1ndustr1u and oone1111ar 4aaand, and 
(2) an 1noreaeed deaand tor capital goode which noraally 
tends to oarry bua1neee forward attar the t1ret abge ot 
reco..-ery has been ooapleted . 

3 
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Secretary Morgontbau - 3 

Tbe well-known tendency ot recovery to build upon iteelt 

arieee in part from cumulative influences derived tro• the 

recovery IDOVelll8nt, which do not e:qoreee theiDselvee 1n demand 

immedi.atel:v, but become effective later. Tbe 110vement ot goode 

into consumption 1n 1938, tor e:r&~~~ple, was etrongl:v eueta1ned 

by de•and intluencee wh1oh originated in the h1gher bue1neee 

level• ot 1937• Aa a result ot euch deterred i ntluenoee, 

industrial and ooneumer demand ie not likely to reaai.n at 

present levels but should continue to rise, carrying production 

with it. 

An increased demand tor capital goode aay be e:qoeoted at 

th1e etaga ot the business recovery. Tbe recent marked improve­

msnt 1n railroad earnings baa alreadY reeul ted in an increae1ng 

deme.nd tor railroad equipment, ana railroad buying prograc• tor 

1939 have been sharply inoreassd over the prev1oue :vear. fUrther 

e:qoaneion in the public utility apd steel industries ie alec 

being planned. The experience ot previous recoveriee auggeeta 

tbat this tendency will be cumulat1 ve, until ce;pi tal goode pro­

duction eventuall7 gete out ot balance with the production ot 

coneuaera good.e. At present, durable goode production 1e at 

about a normal relationehip to the production ot non-durable 

goode. 

In this connection it should be noted that previous i .ndus­

trial capacity ie no dependable guide to present capacity 

requi re•ents. New producte, new p rooeeeee, and the apur ot 

competition in improving quality or reducing p.roduction coete, 

may render previous equipment obsolete•. Tbe capacity ot 1929 
may not meet even the emaller production requ1remente ot 1939· 
Bue1neee recovery, furthermore, epeede up obaoleecence, and 

creates a multiplied demand tor capital goode. 

A rising trend aopears probable. 

Talt1ng the foregoing t aotora into consideration, the 

prospect seems to be tor a ria1ng trend ot bus1nees, which may 

continue t hrough 1939 and 1940 unless maladJust•ents or other 

busineee threats ehould materialize. Tending to confirm the 

outlook tor a rising trend or bueinese ie t he proepect that a 

buying movement tor repleniehment ot inventories will eooner 

or later get under way, particularly it a r1e1ng trend ot com­

modity pr1cee should set 1n, which ie likely to occur when 

industrial demand improvee and euppl1ee ot varioue oommod1 t1ee 

auoh ae cotton, copper, rubber, eto., begin to be reduced. 

• 
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Seoret&rT Korgenthau - 4 

(2) Threate to continued recoverr 

(a) The outetanding illlllediate threat to continued recovecy 

ie the unpredictable poedbllity of adnree denlol'l"nte in 

Europe. Continued political uncertaint7 tende to reetra1n bue1-

neee plane. An actual outbreak of war might temporarily be 

eer1oualy 4epreae1ng. 

(b) The development of a speculative boom, with ite 

acoompaniaente of exceaei va prioa rieee and exoeeai,. i nventor)' 

a ccumulation, might bring the preeent phaee of the recover)' to 

an end eooner than the proepeot now euggeete. Such a boom, 

howenr, would force bue1neu eharpl;y forward, and mark an 

important etap toward the atta1naent of a eat1efactocy level of 

national income. 

(o) 1'1eoal and aonet&r7 pol1ciee of the Oonrnaent, if 

poorly eyncbronir.ed with the bue1neu trend, a1gbt pron a 

handicap to recency through (a) onl'-et1111Ulat1on at a t1aa 

r:; 
y 

when norcal buei.neee intluancee are etrcftily in t he direction 

of expaneion, (b) detlat1onal')' action before reoovel')' 1e eutt1-

oiently advanced, (c) actions leading to a decline in bueineea 

confidence or addi.ng greater uncertainty to the bua1nese outlook. • 

(d) Labor d1tfioul tie& might again, ae 1n 1937, prove a 

threat to continued recovery, though the recent outlawing of 

a1t-down etrikee reJDOvee one ele~~~ent of unoerta1nt7. On any 

further buaineee riee, howenr, the poeeibilit7 of bua1na•• 

interruption trom labor trouble• will need to be ooneidered. 

(e) Bottle-neoke 1n the building induetcy aa:r again, ae 

in 1923, bring a temporary halt to bueine11 expane1on. The 

critical eituation in that year resulted from a shortage of 

skilled labor and of certain building ae.ter1ale, 111l1oh forced 

wage and aaterial ooete to exceeaive heigbte. Bottle-neoke 

in other induetriee are &leo a poe81bilit:r. 

( f ) Poreign detlat1onar:r influences aight again turn 

commodity pr1cee downward. \Th1le a decline 1n pricee would 

be haratul to buainaee at a time of beay;y invantoriee and 

exoeeeive epeoulative ooeitione, i te affect now would be 

greatly m1n1m1r.ed by the low ltYel of inventoriee and negligible 

vol uae of speculation. Nevertbeleaa, a declining price level 

would dampen bueineee entbueiaea and tend to reetra1n a repid 

bueineee expandon. 
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Secret&rJ Korgenthau - 5 6 

(g) llala4Justmenta in pr1oea, parti oularl;r those result­

ing in price inoreaeea on finished goode eo great a s to result 

in a ourta1laant of ooneuaer bu;ring, aa;r again threaten recov­

ery ae the;r did in 1937· (Chart~.) 

(h) '!'hare 1e 80118 ertdence that the current rile in 

business aotlvit;r hae not been accompanied by the normal 

inoreaaea in emplo;rment and pa;rrolle, an unusual eituation 

whioh needa i nvestigation aa a poesible handicap to rec~er;r. 

(i~How eoon •if we expect 
an billion n;i1ona1 income? 

In Chert 5 1e shown the trend alnce 1929 in JBOnthl;r 

national income pa;rmenta ae eetiaated by the Department of 

Commerce, expressed in terms of an annual rate. This i ncludes 

adJustments for Social Secur1t;r collections and pa711ente, 

veterans' bonua, and other Government benefit and relief pa;r­

menta, 1n which it differs aomawhat from the annual flguree of 

,the Department of Co111111erce on 'national income paid out•. 

'!'he upward trend in national lncoae prior to 1937 would, 

if continued, baYs carried it to an $80 billion laval in 1939· • 

The raoesaion of 1937-38 baa deferred this expectation. If 

the present bueineea proapeot ie realized, it aeeme reasonable 

to expect that the national income will reach the $80 billion 

level about in 1941. 

Thle conclusion ia suggest ed by the following f acta: 

(l) The renewed upward trend 1n national income payments begun 

in the summer of 1938 bas shown approxllllately the aaaa steep­

ness aa the upward trend from 1932 to 1937, (Refer to Ohar~ 5) 
and, if continued at that rate, would reach the $80 blllion 

level in 19~1; (2) euoh a rise would involve an average increase 

froa the 1938 lenl of about $5 billions a ;rear, not an un­

reasonable expectation; (3) ae explained below, we eatiaate 

that an $80 billion level could be aoblaved by a level of 

bualneas aotirtt;r r epresented by an rRB index of about 12~, 

combined with a price level represented b7 a BLS index of 90, 

not far above the 1937 peaka for these indexes. Ginn three 

years to reach these levels, their attalnaent would aeea 

within the bounds o f reasonable expectati on. It would not be 

icooaeible, in tact, tor a bueineas boom in 1939 and l9l!o to 

oarrr the national income to the $80 billion level before 1941. 
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Paotors deteraining nationel loco .. . 

llatio!tU inoo• baa bHn foud to depelld bae1eal1f on 

two faotora, (a) the general leYel of pro&Qotion, aD4 (b) the 

le?el of oo.mo41ty prices. Ohangea 1n theee two faotora 

atteot certain ooaponeDte of national inoc.e u-et 1••41-

ately, aDd other ooaponenta only after a oone1derable tt.e 

lag. The anrage lag appear• to be about 6 110ntha. 

Bued on the oloae relat1onehlp betwHn these faoton 

aDd the national inoo .. 1n pre?1ous Jeare, eoae oonolueion can 

be dram ae to the leYela of 'bua1Dese and prices wh1oh would 'be 

neoeaaarr to bring about an $SO billion national inooae. 

Obart 6 ehowa graphically oerta1n eet1aated ooab1nationa 

ot prtoa le?el aDd induetrlal production wh1oh, a110ng otbera, 

could 'be u:peoted to aoh1en an $SO b1llioD lenl of national 

1nooaa paid out. It Will 'be noted that th1a would call for 

a aubatantial r1ae 1n the ooa110d1ty prloe index troa the preaent 

le?el ot about 77, as well ae a aubatantial inoreaaa 1n 1ndua­

tr1al production troa the praeent index of about 99· (Reter 

to Obart 1. ) A rlee in the prloe index to 2 pointe a'bon the 

1937 peak ot 88, not an unreuonable eXPectation during a 

period of active buelnese, would aake neoeaaary an FRB index 

averaging about 12~, or 3 pointe above the Deoeaber 1936 peak. 

It ahould be kept 1n a1nd that an 1nonoue in national 

inoo .. derived largel7 troa a rlae in prloee would han a 

1111n1- etfeot in i8p:roV1ng the national well-being, whlle 

greateat i~~p:roveaaDt would result froa u inoreaae 1n national 

inooae derived largely froa an inoreaee 1n pro&Qotlon, which 

le oloeely asaooiated with eaplOJ&ent. 
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( -. 1U NA'l'IOKAL Ill COME AIID 
BUSINESS RECOVERY 

Aprll 20, l9J9. 
S:30 P. M. 

(Meet ing held at 22ll-30th Street) 

Present: 

White: 

H.K.Jr: 

Vh1te: 

H. M.Jr: 

llhltel 

K.M.Jrl 

Vh1te: 

Mr, Ranee ' 
Mr. Gaeton 1 

Mr. Vh1te 1 

Mr. Dutt1eld/ 
Hr. Dagg1t• 
Hr. Donald C. 8m1 th ' 
Mr. Eoolee · 
Mr. Currie • 
Mr. Bean (Agr1.) 1 

Mr. Tom Blaisdell 
Mr. Villard L. Thorp 
Mr. Noble , 
Mr. Benderaon-' 

I don 1 t qu1 te get thie, Harry - what you want 
me to do as to d1eoues1on ot bue1.neea. Do you 
want me to start ott with a d1eouss1on ot bus1-
ne••' Has somebody got a paper on that' 

Yell, this is a summary paper 'llh1oh ~:rnthes1r.es 
the various memoranda that were presented, and 
th1e was boiled down. 

I mean is somebody going to read a paper on that 
or 1e 1t just a general dieoueeion' 

Well, this 1a the eummary. No , nobody 1e going 
to read a paper beddee th1e. We thought :rou 
might want the epeo1t1o pointe there touched 
upon. 

Yell, :rou1ll have to help me, beoauee ve haven't 
bad a dress rehearsal. 

Yell, what ' s :rour pleasure, gentlemen' Should we 
start' 

I think ve oould b8g1.n , and then • •••••••• 

All right. Yhere do ve etart, Karr:r' 

Well, I thought ve might begin by reading the 
memorNtdum which Gene prepared, which represent• 
a e:rnthe81s ot the viowe ot the var1oue memoranda 
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H, M,Jrl 

WIU.tll 

Currie: 

White: 

- 2 -

that were submitted on thia point. This 1a 
boiling i t down to i te bare essentials. It 
we have alree.d:r read it, we can begin dis­
cussing it. 

Go ahead, Harr:r , get the th1ng rolling . 

Supposing we start with l: "The outlook tor 
1939 ia tor moderatel:r 1iproving buaineaa.r 

On that point there apparentl:r wae no die­
agreement. There were a tew who telt that 

15 

the prospect tor 1939 waa a little bit dimmed 
b:r the events ot the paet month or tWo, and 
the:r wren 1 t as hopetul or ae nearl:r certain 
about the continued upward 110ve•ent a a the:r 
would have been a month ago, due cbiefiy ••••••• 

You neglected here to aa:r when business would 
improve 1n '39· 

Well, that' a • •...•..• 

(Heart :r laughter) 

Blaiedelll Have to have agreement, Lauch. 

Thorp: Improvement over 1 38, you aee. 

H.M.Jr: 

Vh1te: 

The thought vas •. .•.•••• 

Good bo;r, Currie - 1 vbent• 

The thought ve.e that ever:rone had been antici­
pating a leveling ott ot buaineee activit:r 1n 
January and Februar;r. I think that vas almost 
general. I didn't know that an:r ot the men 
here or an:r ot thoae who the:r had talked with 
telt that there wouldn ' t be a plateau i n the 
tirst couple ot months; that ie, tbe:r telt that 
way last year, last tall, and even late last 
summer. But the:r anticipated a recover:r some­
time in March or in April. 8o tar, that has 
tailed to mater1al1~e . 

The trequent explanation 18 that the international 
s1tllat1on haa retarded and delqed that recover:r, 
but the:r are not sure ot that, the:r are not 
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certain or the extent to which tba.t inter~ 
national situation ought to have such immediate 
repercussions on the buaineee eituation. And 
hence some are getting a little bit afraid that 
possibly 1939 1s not going to be what they 
expect, and they reel that the next mont h or 
two may be crucial. 

On the other hand, the reeling of the maJority -
almost all of the eub-comaittee, was that the 
basic factors which led them in the first 
place to believe thAt 1939 would show a higher 
level than the latter halt or '3S, or ' 36, still 
exist and 11a.y still be expected to produce 
results. So there wae no change in the eon­
elusion that the re11&1nder or this year would 
show a moderately upward trend. 

I think that oha.raoterizee the eituation unless 
there are other thought• you want - would care 
to eommant on. 

It's an obvious point, but I think we all felt 
that it was rather important, tor this thing to 
be borne out, that foreign uncertainty be cleared 
one way or the other, that one thing that would 
militat e against the underlying factors you talk 
about wuld be th1a continuance ot the present 
suspense. That ' s a pretty obvious point. 

'!'here was some expreae1on of the thought, again 
rather widespread, rather obvioue, that it you 
don 1 t get a.n upturn thie month or the n .rat 
couple of weeka or May, the attitude of the 
bueiness man and consequently hie attitude -
hie reactions w1 th regard to inventory, et cetera, 
would undergo an adverse oha.nge which might del.ay 
recovery until early tall; that it it doesn't 
come in May, there is a strong possibility 
it might not come until early tall and when 
it does oome it might come t rom a still lower 
level, so that the national income tor 1939, 
which now looks to be at tho rate ot - or 
which now i s at tho rate ot 66 billion - wae 
that it, Vill Thorp'- ••..•...• 

Yu. 

• 
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••••••••. -about 66 billion- a1gbt not &how 
that. That's 66 billion allowing tor seasonal 
adJustments. It might be 10meth1ng lese than 
that. Well, it doesn 't look nov as though it 
will be any better. 

I ' d like t o ask a question. Has anybody got the 
t1gures or the trend, or oan make an estimate 
tor the tiret quarter as to our exportet 

Yea, I have the exact t1guree. 

I mean what the trend ia. 

Yea, I have that. We also have a memorandum 
prognosticating what we think the foreign trade 
situation will be next year, but we want to 
check up more closely. 

Is this as good a time ae any tor that? 

Yes, it tits in. The t1rst two months or 1939 
shoved a substantial drop trom the two months 
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ot l93S, and including those two months the 
trend ot our trade vas steadily downward, that 
is, each month being lover, allowing tor seasonal 
movements • . Thorp Just got us the t1gures today 
tor Karch and they are rather startling in 
shoving a very considerable increase in both 
exports and i .mporte. 

Part1cul.arlr ••••••••• 

Got the t1guree theret 

Yes, I 1Ye got the figures here. Compared with 
Februarr, exports are up 23 percent, when the 
normal increase would be ll. 

(Ecclee comes in) 

8orrr to be late. Don't let ms disturb you. 

They've Just been telling me about business con­
ditions tor this rear, and I vas asking tor 
reports on imports and exports, and Hr. Thorp 
vae Just going to start t o give us that . 
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In the March figures ae compared with February, 
the exports are up 23 percent, whereas normally 
the seasonal 1ncreaee woul d be 11. The imports 
are up 20 percent, vhereae the normal seasonal 
would be up 12. Those t1gures are appreciably 
above t he seasonal. 

As compared wi th a year ago, the exports are 
slightl y belov - 268 mill i on as against 275· 
The imports are vay above - 190 milli on as 
against 173· 

Imports. 

Imports - up to 190 million as against 173. 
I'm not able t o say as to where the increase 
1e.. \fe just have the totals eo tar. Exports 
are 268 million; a year ago thoy were 275. tor 
March. 

Do you have any breakdown by commoditi es' 

Nothing by commodlties or countries. 
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It 1 a conceivable that the lov exports or cot ton -
it that situation vas more nearly normal, that 

the showing or total exports would be better . 

Yea, but it's a deoided~t?1un against February. 
The whole rore1gn trade picture is ·up. Rather 
amazing. 

Notwithstanding that change, we made a oaretul 
analysis both on a commodi ty basis, taking each 
one or the commoditiee, and on a country basis, 
and i t vae our oonolua1on that we will no t have 
i n '39 and 1n 1llo any eubetant1ally higher level 
or foreign trade than the previous year. And 
ve vere going to check that with the Department • 
ot Commerce men, taking i t item by item or the 
imported items, and country by country, and eee 
it we come out the same way. 

Excuse me, I want to tell Mr. Eccles that th.ie 
orovd thinks this year's nati onal income will 
be 66 billion. 

• 
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Dropped it a couple billion. 

Yea. They aa1d it , and nobody argued, ao ••••• . ••• 

l was wondering, Mr . Secretary, was that tigura 
66 the present level or wae it the estimate t or 
the entire yeart 

I meant to ear we were running at the present 
level or 66 billion. 

(Mr. Sml.th oomee in) 

So that it the 1mproTecent which 18 epoken ot 
here tor the ••••.••. • 

Thia ia the new Director ot the Budget, Mr. Sml.th. 
Will you a1t downt 

Sorry to be late. 

You're all right . You're aurroundad by eoonoml.ste. 
I guess you know how to take care or yourself , 
don ' t yout 

We'll aee. 

Whatt That's Mr. Bla1edell eitting next to you. 

M7 point, Mr. Secretary, -aa that it the moderate 
improveOHnt in bueineea taltea place that ie. 
referred to at the beginning ot thie report , 
then the national income wuld aTerage 80re than 
66; the preeent level ie 66. 

That ......... 

You ' ve got your tiret third ot your 7ear going 
at that rate. The chances or Jumping it •••••.•• 

See, that included eeaeonal movements , Louie. 

Well, do you want to make a etab at what you 
think it ia going to be or do you ~t to Juet 
ekip that! 
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Well, we haven't talked about that, but we oan 
ver7 eaa1l7 go around the roo11 and eee 11' there 
ie any feeling nov. We can eae1ly work down -
I think it is probably tair to 1ay that the 
consensus is it vill be below 70 certainly, and 
I th1nlt we could even 1ay it will be· below 61! . 
Nov, beyond that, I shouldn ' t want.to apeak tor 
the group; but doubtlee1 there are some who 
teel that it will be below that. 

Well, Barry, last tall when th1a same th1ng vas 
up, there vas a variation there between 65 
and 70. You got the oonaenaua ot ~1n1on at 
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that time that it would be around 68 tor tbe year. 

That 1 8 right, 

Now, there's no reason, ot course, to expect it 
to be more than that. 

That's rlght. 

I•m Just wondering it you think it will be leas 
than that, beoauso certainly the developments 
tor January, February, March and April baTe been 
d1eli.ppoint1ng. 

That 1 e right . 

I 111 Just WDndering to vbat extent • •••••••• 

I should say development• tor March have been 
disappointing, not February and Januar:r. I 
merely want to put a top on it. I don 1t apeak 
tor the othera. I don't th1nlt anybody WDuld 
put it higher than 61! and I u prett7 aura, 
judging trom the color ot the 41eouea1on th1a 
morning, that 66 would be about whet retleoted 
the tenor or the disoueeion. But it anyone 
ditters with that, they bad better apeak up 
now. 

Had JOU dipped into that, Ourriet Had you 
thought 1n those termst 

I bad thought 61!; I th1nlt I 111 ght shade it nov 
to 67. 
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Eoolee: Laet tall it wae 6S. 

CUrrie: I mean Janua17 and J'ebrua17 were aa ve expected, 
but April is down, it 1e diaappcinting. 

(Henderecn comee in) 

H. M.Jr: Hello, Leon. Do ;rou know Mr. Smith, new Director 
ot the Budgett 

' Henderecn: Hov do ;rou do. 

l)utt1eld: That 'a vbat oame out (handing Hendereon oop;r 
ot IIUJIIJDal7 memorandum) . 

llh1te: Leon, merel;r to give ;rou ;rour ueual chance to 
disagree, we were speculating on whether our 
eetim.ates tor 1939 national. income, which had 
been set at approximatel:r 6! billion last tall -
or I think late last tall - whether that estimate 
would be altered in the opinion or an:r or the 
men here, in View ot the developments Of the 
past three months. Do :rou have anr thoughte on 
that' 

Handereon: Oh, I never believed it would be 68 in the 
tirst place. 

White: I thought we'd get eome dieagreement. That mean• 
that 70U. • • • •.• •. 

Bendereonl I think W&t rou meant vhen ;rou epolte vae not 
.;r ueual chance tor d1eagreeaent , but m:r chance 
tor ueual d1aagreeaent . 

Vh1te: I etand corrected. 

Benderaonl I think it liOUld be mater1all;r below. 

H.M. Jr: Belowt 

Henderson: Yea. 

Vh1te1 Mr. Eccles, :rou might be interested 1n the com­
ment I made to the ettect that almost all the 
men telt that the failure or bueineaa to sbov 
an improvement during March and the earl;r part 
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or Apr1~ did not indicate, i .n their opinion, 
a prospect or failure or recovery for the rest 
or the year; they telt it was mere~y a question 
or postponing it. And likew1ee the view was 
expressed that by having it postponed now it 
would extend it further into 1940 - the peak 
period, which it had been expected would oome 
later, in l94o. 

On account ot a reduction - turther reduc tion 
or inventories and a further delay or necessary 
expenditures tor plant, et oeterat Would that 
be the reaeont I mean what reason have you to 
expect that this expenditure wil.l come a ter 
due to the t act that you haven't gotten it nowt 

There wae some reeling that 1nventor1es were 
running ott and that the basic ch&racteristice 
which lead in the first plaoe to the expecta­
tion or moderate recovery in '39 still existed. 

Well, I agree with that. 

And also there was eome question ot the post­
ponement of the peak or Government contribution. 
Did you work that out, Currie? What month is 
thatt The t10nth has ohangedt 

A little bit earlier when we were talking about 
thie, ve were ue1ng the PIU. and FilA figures, 
and we were not autt1ciently critical, I think. 
They have been elower, I think, than we antici­
pated. The sharp peak ...e anticipated 1n the 
second quarter ia no longer there. 

Pushes it to the third and fourth. That's al~ 
r i ght . 

Currie: Yea. 

Henderson: I &leo had some i deas ot wbJ there was a delay: 
there had been a delay in ooneumer spending tor 
ooneumer durable goode and, given any clearing 
up or the tremendous uncertainty, that would 
likely go forward; plus the taot that you had 
lllOre than a seasonal unbalance in pr1oee, and 
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it 'a been the repair ot that unbalance that 
baa been delayed a longer time - longer than 
I expected would happen. They're Just personal 
roaeons tor agreeing, adding and confirming the 
pushing forward ot the Government contri bution 
estimate. 

There vas another point that I think is ot some 
interest that Lubin raised with respect to the 
continued expansion ot the building industry. 
A little earlier he had evidence that pri ces 
were beginning to increaee and later, several 
veelta later, he reported that that had ceased 
and that there vae now hope that building costa 
would not show any rise tor some til:le to come, 
which would be another reaaQD to hope tor con­
tinued recovery into ·~. 

Ed, bas anything been aald up to nov that you 
want to comnent on? 

In regard to national i.noome , I th1.nk one baa 
to remember that there is a considerable lag 
between actual bue1nese and national income, 
perhaps anywhere between t hree and six months. 
For that reason, the slowing up or business 
that we are having nov isn 't likely to affect 
national income until about next summer. The 
66 billion rate now is probably being held uP 
by the high rates or buainees activity or the 
last qu~er or laat year. For that reason, 
I am inclined to take the lover guess tor 
national income on thie year. 
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I an 1 t there going to be one optilll1st in the whole 
crowdt 

I think the basic cheerfUlness ex1ats there, 
that the shoving or tbe basic indices hasn't 
dissipated the hope tor moderate recovery. That's 
bullish. 

There's another bullish aorap, that our pretty 
comprehensive index or consumer expenditures 
was down i.n January from December and has been 
up a traction ot a point ever aince.- J anuary, 
February, March, Just a traction ot a point -
nevertheless, up. 
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And the people that deal 1n ooneumer ored1t, 
that I know fairly 1nt1aatelJ, tell me that 
there is a tremendoua preeeure, which theJ 
have been reluctant to extend, tor oonaumer 
goode and that, given an7 clearing up 1n their 
mind, there would be that additional consumer 
bu7lng. 

We have a somewhat similar consumer index that 
len 1 t quite aJI broad ae JOUre, but 1s worked 
out 1n terms ot phJs1oal YOlWie rather than 
dollar value. 'l'hat also above a ver, strong 
upward trend vhloh, aa we estimate, 1a at a -
has remained at a hlgb level in production 
throughout the laat quarter ot 1 JS and the 
tlrat quarter ot thla 7ear. '!'hat ' s one reaaon 
~ I 1m inclined to be Ter, opt1.m1at1c on 
buaineee tor 139· That aeema to be confirmed 
b7 the strong underlJlng trend that JOU get 
trom reading trade Jouroala in the steel indue-
try, tor example. 

I 1ve found 1t in the paat awtully dangerous 
reading. 
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Yea, that's true. But the reports are that ordera 
have been holding up very vall throughout thle 
recent crisis. 'l'hey haven't equalled the 
seaeonal gains, but there haa been a tine under­
tone. 

I wonder 1t the situation 1e being described, 
Kr. Secretarr, Tery much lUte 1t was about a 
,ear ago. 

Year ago llben' 

Bov. 

You mean a ;rear ago 1.n Karch. 

Couple months before the rlae began. It JOU 
want optimism •• • ..•.•• 

Yell, I 1m Just- I don't -.nt •........ 
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I think the d1tt1culty is th4t trom that situa­
tion rou probablJ can go either way and we are 
sort of on dead center. It ve get some stimu­
lating thing, some bit of cheerfUl neva tor the 
business man or something to etart it up, the 
factors are certainly there. But, on the other 
hand, I think just a prolonged period of pessi­
mistic factors might actually get ue into a 
sagging situation where you go t many of these 
favorable things pulled down; )'Our adjustment 
would be of consumer epend1ng down rather than 
consumer spending pu1ling rour production up. 
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Don 1 t rou think paae1ng tho fiftieth anniveraar)' 
1e another turn~g pointt 

April 2g, not nov. 

Kr. Bean, do I understand that rou feel nov ve 
are approx1matelr where ve were last Maroh and 
ve are headed downt 

He said something quite different, said something 
very interesting. 

Last Karch ve discussed the situation - it wae 
in terms of consumption holding up above the 
r ate of production, and within tvo or three 
months after that point rou 1d expect stocks to 
be prettr well taken care of, and that rou ' d 
be eet tor a rise. And I wonder it that isn't 

Apr1~ may ••• ••••• • 

'l'here vas a rise in the index of about 25 pointe. 
'l'hat brings it up to 125. 

Well, cut the 
higher level. 
r1ae. 

rise in two; at least you ' re in a 
You vouldn' t expect as much of a 

Have to r i se fifty points to get the same pro­
portionate rise. 

I can ' t see 
it bua1neaa 
until tal.l. 

anr very good bade tor expecting that 
cSoeen 1 t improve b7 Ka)', it won't improve 

lie 1ve had a number of good e:u.mplee 

• 
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when business took a strong upward tre.nd through 
the sUDIIIer monthe after being poor during the 
spring and early aullllll8r. I think a snod III&Jly 
people were misled by that idea last year . 

Well, the only contribution I have t o make towards 
th1e - I wae being taoet1oue betore about being 
peaaim1st1o - bu.t I wae uar.ed how long it haa 
taken tha people in this country to recover trom 
the shook ot Munich. I mean 1t wasn't that once 
1t was over then immediately they went to work 
and started to buy; it took thea taOnths to get 
over it. 

By then we got anot)ler wallop. 

I aean it this thing continues the 1lllJ' it h, 
and let 1 s say nothi.ng haJ)pens on the 2!1th, I 
don 1 t expect everybody 1e going to start buying 
on ths t1ret ot Kay. I don 't think it works 
that way. I th1Dk it takes longer to soothe 
the nervee. Seems to, anyway. 

or course, the intsrnational trade that took 
place 1n March was doubtless a reflection ot 
February. I mean it doesn't rerlect the current 
a1tuat1on, because •.•••..•• 

'l'bey have to get 1n the atutt, get the order and 
get it out. Would that have something to do with 
1tt 

It that 1 s true, I don 1 t think that would show up 
until AprU. !'bare 1e a very substantial lag 
between the aotua1 ordering and the receipt or 
the goode. 

Ian1 t the automobile production apt to tall ott 
due to the ••••••• • • 

Probably in Kay. 

•••••.••• large stock ot oars in the hands ot your 
dealers, wholesalera. That 1en 1t yet - they 
haven 't yet gone into consumption. You ' ve got 
a very large inventory or oare available tor 
consumers now. 
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E4 had aome very recent tiguree on that, didn ' t 
you (Dagg1t), on automobilea t 

we had a man in Detroit Monday. 

I don' t have them with me. 

Do you remember the general conclusion? 

He saw Knudsen and Xeller. 

I don't remember the order ot magn1 tude. I know 
they are higher than in either of the past two 
yeara tb1s time. 

Well then, to auo up •.••.•. .• 

I mean what - Larry Seltzer was 1n Detroit Monday 
and be saw Xnudeen and - ia it Iellert 

X. D. Xeller. 

Ot Chrysler. And he round Chrysler 1n very good 
humor and he round Xnudeen a litt le bit more 
worried. I spoke to Seltzer after he bad seen 
the two ot them, and neither or them were really -
had very much grounds tor worry. And ot course, 
their recent orders hava baen pretty good. 

But the th1ng that the General Motors are do1ng 
nov - they're only manufacturing en order. I 
mean unless they have the orders, they don't 
make any care. And the beet 1lluatrat1on - I 
wae trying to get a car tor my v1te, and I can't 
got a Buick in under three weeks. And they ' ve 
get to make it, 1n other words, atter they get 
the order. 

But I didn't get from Baltzer - I don't know 
whether you talked to h1m - but I mean I d1dn 1 t 
get - wel1, I think the automobile th1ng i a 
pretty good; that 'a the impreaaion I get. I 
mean that 1 s what I get trom h1m. 

I was thinking ot the t h ing trom the standpoint 
that during the winter months Md the late 
apring months there ian't the consumption ot 
cara - I mean not the oara that are aold at 

27 

Regraded Unclassified



H.M.Jr: 

Eoclee: 

H.M.Jr: 

White: 

28 
- 15 -

retail. And I under etand that atoclta in the 
hands or the deal era are po .. 1bl7 up ~in ant1o1-
pat1on or the spring bueineae, wbich ia usuall7 
larger, naturallJ , than the winter bus1neea; and 
that theae dealers are loaded with cara and t hose 
oars will 11kelr go into ooneumpt1on, and thor 
will naturall7 vent to reduce their inventor,. 
I n other worde, between nov and earl7 !all t he7'll 
t r y to get completelJ out or oara. And I vas 
wondering what in!luenoe that mi ght have. 

Yell, mar I just - the7 keep - TOU people mar 
know it, too, but t he thing that theJ 've done -
15~ a eo- called seoret in Detro 1 t, but thaT have 
all agreed &lliOngat thoaelvu that thaT are going 
to get out the new modele a month earlier thla 
1ear, which I think !roe thla atandpo1nt 1a good. 

Yea. 

So the7 are t alking 1n terma or August instead 
of September. 

Tom Blaisdell, do you have &nJ comment that would 
represent a different point or view than that 
which haa been i ndioatedt 

Bla1adell: I don't think eo, Harr,. 

Ybite: Yell then, possibly 1t ia correct to summari~e 
b7 &&Jing that 1! bue1neaa turns down thle 1ear 
to a lower level, then ever7bod7 here - I '• 
speaking or the technical aen - v1ll be dead 
wrong, with the exception or a little leas ao 
!or Mr. Tborp, wbo ia a little bit troubled bJ 
recent events, but not au!!icientl7 ao that he 
vants to change hla prognost1cat1on. So the 
future will • ••••.••• 

H. M.Jr : Mr . Tborp ia our hedge, huht 

Yh1te: He i a one eccnomiat t hat m&1' be correct . 

That brings us to 194o, vhere there was a de!init•._a 
difference in view, the maJoritJ group reeling 
that sometime in 194o, with the inclination being 

-
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toward the center or the year, sometime i n the 
second or third quarter, there will be a down­
turn which will continue through 194o. The 
m1nority believe that there was no ground to 
anticipate any interrupti on i n a continued up­
turn, though the upturn was moderate. 

And I take it - would you be interested in the 
various reasons as to that , or shall we pass 
theEDt 

I 1d personally rather Just say, 1 Let 1 a take this 
at its race value.• Now, what the hell are we 
going to do about it, huht 

Vell, the very next sentence raises that , states 
that BaiDe question: 1 In the opinion or the 
maJority the inadequacy or t he 1939 recovery 
and the probability or a deoline in 194o Justify 
a program or aotion by t he Government.• That ' s 
the conclusion that the maJority came to. The 
minority opinion was that that was not eo, that 
it the Government oontinued ita present policy 
or reasonableness or oppenseEDent or or fairness 
to business, whichever way you want to call it, 
they would have continued recovery, and that any 
attempt on the part or the Government to under­
take any kind or a coEDprehenaive or positive 
p rogram mi ght Jeopardi~e that recovery. 

29 

Am I expressing that view, Daggit, fairly on thstt 
Would you want to add to 1tt 

Vell, I•d put it a little differently. 

(Mr. Noble comes 1n) 

Hello, Mr. Secretary. 

How are yout 

(Mr. Noble is introduced to various conferees) 

Now that everything is settl ed •••••• • • • 

Well, we Just got to the point where we agreed 
on what business ie going to be next year - next 
year, lousy- and now ws 1 re down to the point or 
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what the hell we 1 re going to do about it. So 
r ou are 1n at .a verr apropoe time. 

Do rou (Daggit) want rour memorandum' I ' ve go t 
it here. 

No. 

Up to th1s poi nt the stage ie all set tor 
Mr. Tom Dever. Now we're going to see what we 
can do t o ruin him. 

Well, I think trom what I hear he's got the edge 
on Mr. Tatt, at that, as tor as Gridiron dinners 
are concerned. 

30 

Well, I Just use him as a &7111bol. Have you (Eccles) 
go t a better one' 

No, I haven ' t. • 

Our i d ea is about like this. We see no good reason 
at this time tor reeling that the recovery shouldn' t 
continue graduallr through 139 and •4o with the 
present program. Ot course, there are manr things 
that could upset the trend, and it the trend i s 
upset then Government action necessarily would be 
required to bring a reasonablr satistaotorr increase 
in national income. But until then we don't teel 
that drastic action would be necessary. 

Yell, or course, when rou S&7 drastic action that 
imPlies soce need t or d1ecueeion as to whether you 
would call anr part i cular program draeti o or not . 
But it I understood the position which you took 
correctly - and it not, rou alter i t , because it 
represents the onlr minority opini on and theretore 
it is important t o have it given tull Justice -
rour reeling wae that, though there were possible 
interruptions ot the trend, r ou didn ' t reaaonablr 
expect them, barring war, which wae a hedge that 
everybodr included, • •••••• •• 

Yes, I don ' t teal that any clear reason has been 
given ret tor expecting a decline 1n 1 4o. 
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And in the absence or a clear reason and trom 7our 
oxemination 7ou anticipate a continued recover,; 
and then, though JOU would not obJect to an7 
moderate measures euoh ae characterized Government 
measures in tho paet aix monthe or a 7ear, you tool 
that an7 more comprehensive measures or an7 more 
poa1t1ve stepa • . •• ....• 

Exactl:y. 

• ••••••••• are not warranted at thie time and might 
Jeopardize tho upturn. 

Yea, that ' s our t oolins. 

Does Lubin run something along that l1not 

Lubin's view- Lubin alao telt a little bit more 
optimi stic about the prospect ot continued reoover7 
tor 191!o, though he said it wuld be dependent on 
several th1nge vhioh would involve etepe being taken 
by the Administration , one ot them being to make 
certain that the rising oonatruotion costa would 
be checked. He telt that inoreaeed building vas 
going to be an important taotor i n the continued 
recover:r and that that increased building could 
be nipped b:y pri ce rises that might take place 
and that, I think he vent eo tar aa to &&J, in 
hie opini on, would take place unless some definite 
action were taken at the appropriate time to 
prevent it. 

Io that about as :you remember it, Genet 

Yeo. 

So there are t hose two pointe ot view with, ae I 
e&J, tho maJorit:r tooling that tho probabilit:y 
ot a decline, as well aa t he i nadequacy or the 
recovar:r even it i t dooe come , Juatit1ea a program 
ot action. And I take it that what they had 1n 
mind vas a program ot fairly comprehensive action 
that involved steps that thoy would expect to 
increase tho national income by a lll.rge magnitude, 
several billions at least - stops des~ in that 
di rection. 

• 
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Now, it 10u want to, Mr. Beoretarr, we can te.lce 
up the discussion or that point, as to whether 
or not in the opinion or the var1oua technical 
men hera it ia desirable t o prepare a program or 
aotion, in view or the varying possibilities. 
We wanted to steer away, if it's satiatactory 
with you - steer away rrom positive suggestions 
tonight because we haven't thrashed them out 
thoroughly in the Co1M11ttee yet and we had thought 
that that might wait unt1l a subsequent meeting. 

Oh, even it they are not all satisfied, let's -
I'd l1lte to get down to that, because ever;ybo~ 
ie busy and - I mean I'd lUte to get orr the 
generalities and get down......... I mean one 
fellow saya, "Well, business ie going to be 
terrible. • We've got Congreea here tor a couple 
more months and if the Preaident should oall on 
ua and say, •well now, have you got a program?• -
and I always like to reel that we are a little 
bit in advance and ready. What would we say to 
him? That ' s the purpose or thie meeting. And 
also, should we maybe - is it sufficiently acute 
that we shouldn't wait and maybe bring something 
to his attentiont I don't know. But I ' d hate 
to have the evening go by and not give these 
gentlemen a chance to say, if either we were asked 
or volunteered, what we would aay. I'd l1lte to 
hear some ot the sturr. 

32 

Well, I think the aajority would feel that tremen­
doue progrees had been made in reoogni tion or the 
neceas1t1 tor developing a prograa. I say that in 
eummary. Then, be;yond that, if you rlah, there mar 
again be indioated bJ some or the men the var1oue 
viewa which they have, without attempting to me.lce 
i t comprehensive. 

What do you say, Marr1nert 

I rather agree rlth you. Damn 1t , time is going 
awfully fast and, as the Seoretary aaye, we ' re all 
ruaaing around, busy with one thing and another, 
and 1f we don't begin to talk, 1n a general way 
even, wny - atter you d1souae the thing in a general 
wa;y, it te.lcea a long while before you get anything 
conorete. 
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I'd hate to see the eYen1ng go by and not haYe 
aome ot the people say what's on their m1nds. 

That 'a the way I :!'eel about it. 

Well, I personally wouldn ' t want to take the 
reapons1b111ty :tor outlining at th1a stage any 
positiYe measures . We all have enough in the 
back o:t our minds. They haven 1 t gone through 
the :!'inal milL I 1ll let each man apeak :tor 
h1mael:t. 

You ' ve got eome views yourself, personally. 
I 1d like to knov vhat they are. 

That 1 s a good idea. He 1 s been pull1ng that on 
us as chairman o:!' that meeting. 

He sits back and gathers in the memoranda. 

I 1m surpri sed at Harry. He us ually doesn ' t vant 
to do that . 

33 

I ' m v1ll1ng to start the ball rolling by sticking 
my neck out, merely :tor the purpose o:t d i scussion. 

Do you want to - I mean you have your choice ot 
dOing it yourself or letting Leon • •••• ...• 

I waa going to suggest that probably we might get 
along tas~er i:!' I might indicate the men to give 
eu~esticns; t hen I could pick ayselt laet. Well, 
leila begin vith Currie. You've been talking :tor 
a long time about ao~~~eth1ng ve ought to do about 
this country. Here '• your chance to start one ot 
the things. 

Nice friendly introduction. 

He's getting back at you, Lauch. 

Well, I•d like to s a y t h1e , that I 1Ye hardly seen 
Currie :tor a month here. I don ' t know ~at he ' s 
got on his mi nd. 

So you 1 re wrried, are ,ou? 
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£coles : No, I'm not worried. I'm hedging. 

Henderson: He's discl aiming responsibility . 

H.J.!.Jr: This is marvelous. 

Currie: My morale i s oomJ;lletely gone. 

Gaston: You' re just out ell alone on a rart or i ce, 
Currie. 

I! . Y..Jr: You've got the chairman worried. 

Currie: I don't think, Mr. SecretarJ, I hAve an,th1.ng 
s tartling or new or any white rabbit we all 
haven ' t heard or before. 

Henderson : Why wouldn't i t be a good idea, i t I can inter­
ject, Lauch, tor you i n advance of that to 
summarize what JOU might call the basi c question 
on savings and investment and what t he problem 
is, befor e you take up some ot the speci f i c 
items for the repair of the lag in investment. 

lful.te : Do you mind, Leon, it we sort of ok1p that t his 
time and concentrate on the suggested conclusi ons' 

Henderson : I don 't mind, but I • •.•.•..• 

Currie: But I would like t o open it t hat W8J, Harry, just 
tor a few sentences, beosuae what you're going to 
propose depends on your diagnos i s or whet i s wrong, 
where the source ot trouble ia. I mean your 
remedies flow naturally from JOUr diagnosis. And 
as Leon says, I hove a pretty firm conviction that 
we are raced with a chroni c - this is not an 
emergency problem, this is a chroni c problem, 
something that has hit us·sinoe 1929; that in the 
twenties we built up a capacity to save in this 
country which has, sinoe 1929, been out or all 
proport ion t o the outlet tor private savi ngs in 
business and enterprise. That ' s not just opinion. 
We ' ve worked on that. \fe ' ve gone into all the 
durabl e goods fields to sao what we can reasonably 
expeot on different levels ot income, different 
levels or production, and there just is not 
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enough 'here to take the place ot a lot ot the 
outlet tor aavinge 'hat we had 1n the twentiee 
and wh1ch are now gone. 

And ooneequentlr, it that 41agDOa1e 1e right, 
then it eeema to ae the bae1o eolution tor our 
problea 1111et run in tenae ot either euppl-nt1ng 
private investment by public inveetm,nt, not ae 
a puap-prl.llling program - I !Son 1 t th1nk PUJIP­
priaing, aa auoh, oan work - but ae a continuing, 
neoeeear1ly continuing, public prograa ot inveat­
ment; eUher that or, through our tu ayatem and 
our social eervioee, on the other hand, so 
deoreaaing the proportion ot income which ia aaved 
in the coa.unity that a lower proportion ot 
capital investment• will aupport a h1gber national 
income. 

Henderson! Or a combination ot both. 

Currie: Or a coab1nat1on ot both. 

.t. th1rd point 1a that I do not think we can have 
a continuing program ot public inveataent which 
involves a conti~uing eucceeeion ot detioite. I 
don 1 t 887 that on eoonoll1o ground• but on real1at1o 
peycholog1cal grounda. I think all the a1gna are 
up tha' you cannot expect the continued running 
ot budget&rJ det1oi te . llo that would appear to 
me to indicate the necessity ot developing a 
program ot public inveetmente i n aelt-li~u1dat1ng 
t7Pea ot projeota, partially or vbolly eelt-11~u1-
4at1ng, wh1ch could be financed outaide the budget. 
I think USII.t. 1e an excellent t7Pe ot what I have 
i n mind there, and that could be ooneider ably 
expanded. 

It 1a cona1derationa auch aa theae which led .. , 
a' the oha1raan 1 a auggeat1on, to vork on th1a 
railwa:r problu to aee it we could vork out acme 
analogoua plan there , and about a 71ar ago we 
worked up this ra11VSJ equipment truet idea. '!'hat 
vould be a continuing progru ot publ1o inveataent 
which vould be financed outalde the budget . It 
amount• to halt a b illion a year. 

I think certain change • wh1oh vere aade i n tha 
llooial lleour1ty .t.ot could be pushed even turther, 

35 
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so that ve vould not ahov a deficit when va are 
running a cash balance. I think it ' s moat un­
fortunate. I don 1 t ltnov whether w can Bh.1tt 
enough from the ordinary budget and develop 
enough new projects withln a year or so to really 
bring about vhat I consider the necessary develop­
ment ot public inves tme.nt, and at the eame time 
a balanced budget. I think, hovenr, ve can 
make more progress towards a balanced budget 
without interf ering vith the net contribution, 
without decreasing it. 

It ve had stepped up the inheritance an~ gift 
taxes - I think very little of that can go to 
consumption; practically all or it is money that 
otherwiee would be saved. 

Another term ot public investment, and I think 
Harry vould be much better qualified to apeak 
ot t his t han I am, 1e that or foreign loans. 
I think half a billion dollars , it you get up 
that high - JOO million, halt a billion dollars 
ot foreign loans, t he proceeds of whioh are to 
be spent in t his country, vould be just as stimu­
lating as housing or plant and factory building 
in this country, or Government spending. 

Henderson: And vould require lese of an organ1~t1on, either 
ot the producing mechanism or the dis tributive 
ayatem. I mean we ' d be taking advantage of a 
system or product i on and distribution which already 
exists and the most of which has surpluses. 

Currie: That's right. 

Hanes: 

Currie: 

The final thing I might mention would be the 
possibilitiee or a further stimulation or resi­
dential building through relaxation of interest 
rates in FHA mortgagee. They are still, I think, 
rather high in relation to the Federal long-term 
interest rates in this co untry, in relation to 
Svaden, England, ot her countries. 

Vbat are they averaging newt 

About t1ve and a quarter on lov-ooat housing, which 
i s about six thousand dollars - wh1oh i s pretty 
high, relatively speaking. 
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I think that's all. 

Wh1te: Do you want to pick up there, Leon, g1ve them a 
reet, meJbe come back w1th any &dd1t1onal brown 
r&bbUst 

Henderson: I agree very definitely w1th L&uch on the analysis. 
·I think one or the big d1tt1oultiee that ve have 
had about investment has been & lack or knowledge 
ot the arithmetic or the sitU&tion. I reel that 
places cert81nly where I have bad a ' disagreement 
w1th my friends in pr1v&te aoti~t~ have been on 
the amount or the savings that were aseking an 
outlet. And we made a little progress recently 
in the consideration or t hat, particularly w1th 
the discussi on of the strictures that are on trust 
funds &nd the large poole ot savings. So I sub­
scribe to that . 

But I also think that, g1ven a program that sta.rts 
from a recognition or the enormousness or the 
problem, w1th the governmental &ction looking 
towards expansion or its investment and also 
considerable added pressure on the driving or tunde 
into consumption, that there would be almost 
automatically an inorease in the amount of private 
investment. To me that is one or the rev va7e in 
which a use or capacity would require &n)'thing 

37 

more than Just the spending or depreciation accounts . 

On the moat optimistic or the analyses here that 
Ed has dieoueeed - it is entirely inadequate to a 
continuing maintenance ot the existing aet or 
arran~mente, political, economic and otherw1ee. 
I don t think anybody oan believe that the amount 
or unemployment and the l!llount ot the debt and the 
continuing gnawing or people 'e teelinga oan at all 
be remedied even it ve reach 72 or 7} billions ot 
national income, And eo I 'd etreee aa muoh ae 
anything the increaee in private inveetmant that 
would come rrom an i.ntelligent governmental program. 

I believe that ae tar as the Byrnes bill 1e con­
cerned, it orrere one ot the beat vaye, given the 
amount or attention - and certainly Byrnes baa 
ehovn a reasoning attitude toward & number or 
things - to accomplish the traneter avay troa 
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some of the very definite deterrents or VPA. 

But I think as tar as this transition period 
that Lauch spoke about - I believe that we'd 
have to take on another - a fnirly large pro­
gram of public works and that it would extend 
into the usee - health and other things that 
we discussed last year, Louis. 

38 

And I also believe it calla for a pretty bold 
treatment, recogni~ing, as Lauch said, that the 
quest i on of adding to the budgetary deficit and 
to the debt is getting to be an &lmost insuper­
able political burden. I think we've go t to be 
bold and turn our minde t o acme other type or 
bookkeeping and other aaaeta. And i t looks to 
me as if there are sitting around there, lying 
loose, a number of those vhioh could be tapped -
if you want to, oall them seigniorage or profite 
or extra stocks of gold. It seems to ne that 
1t is time to be considering their usefulness 
1n t his transition period, 

I think we ' ve got to be much bolder ae far as 
our foreign trade program is concerned. 

H.M.Jrl Could I interrupt you a minute before you get on? 
Could you hold your t hought? 

Henderson: Sure. 

H. l(,Jr: Just before you get on that t hing - I hesitate to 
say this, but I do i t 1n all sincerity. I don't 
vant to be misunderstood. Kr. Currie has had this 
vhat I call philoeopny or attitude or ec1ent1f1o 
approach, and I have urged him privately, and I'd 
like to again urge him t oni ght in front of Chairman 
Eccles, that I think in fairness to h1n and to all 
of us that hie vork ought to be promptly publ1ehed. 
I mean we ai t around here and ve all come back and 
start from- let's call it t he Currie t heory, Is 
that all right, to reter to it as such? 

Curr1sl No, I don ' t claim any originality ror 1t. It 1 e 
Keynes and Hansen and a lot of people. 

• 
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K.M.Jr l Whatever it is. 

Henderson: Ye 1re hoping to provide a forum in which that can 
be done. 

H. M.Jr: I mean h1a own paper, h1a Ollll worlt, h1a own Ugurea, 
and the baaia tor what he sara -I mean i t 1 e never 
been given to the public and i t ' s in circulation 
amongst you people here, and •••• ••••• 

Henderson: Ye recogniEed that and in our Conmittee we are 
planning •..•..••• 

H. M.J r: You don 't mind m:r aa:r1ng it • 

Henderson: 

H. M. Jr : 

Thorp: 

Gaston : 

White: 

H.M. Jr: 

::cclea : 

Bean : 

••••••. . • around May 15th a hearing on savings and 
inves tments, in whi ch I hope we are going to provi de 
a rerum in wh1oh that kind or explanation, supple­
mented by the kind ot i nterrogati on t hat the Com­
c>ittee oan make, will be put on, and we have had 
Hansen quietly at work on this t hing tor some time. 
And one or the things that we are trying to do 11 , 
in addition to getting a measurement ot the capital 
forma tion, t o get some measurement or tho eavinga 
that the community makes annually in order to get 
a measurement or t hia problem ot investment, aa 
t o where i t resides. 

Can I just argue with rou a minute - I have mr 
nerve with me- but ir, tor instance, Mr . Currie's 
work waa publ i shed and, let's say that i t vaa 
generally accepted- and I don't think i t ' s had 
the circulation which it should have. 

Do you suggest the Baturda:r Evening Poet! 

Yes. 

Wouldn't be a bad place. 

Be excellent . 

Ther'd never publi sh it. 

There vas an article in the Satur dar Evening Post 
recently by Garet Garrett on the same problem. 

Regraded Unclassified



Yh1te: 

Currie: 

White: 

40 
- 27 -

It ' s a Yery simple aatter. It the matter is a• 
important as it ia bel1eYed to be b:y aome membere, 
then it ia extremel:y important that a broader 
portion ot the public be acquainted with it, tor 
two reaaona. In the ~irst place, it it baa aome 
flaws, aome tallaciea, then those obJections, those 
tlava, tboae grounda tor oritician, et cetera, 
ought to be torthoom1ng. It it can stand againet 
the examinaticn ot a large group of eocnomists 
and bankers or an:y others who teel capable ot 
taking a crack at it, then it aboul.d baYe much 
more ettectiYeneaa, and we vant to know it. 

The teat, I take it, ot that thesis would be in 
the subsequent months that followed its publica­
tion, because there are a large number or people 
who might be quite competent, vbo unquestionablr 
are co~etent to write on it, to g1Ye •ome ideas 
on the subJect, to t hrow some tactual light on 
the subJect, both in :your hearings that you con­
template and others vbo would approach it quite 
academ1call7 or on theoretical grounds. 

Another place is in the proJected Fortune round 
tnble. 

Yea, and eo let there emerge from all that d1a­
cueaion ot what 1a apparently a matter ot, I 
should say, Yital importance - let t here emerge 
something that would indicate to those who are 
eagerly t1ahing tor what is the correct analysis 
ot our ditt1cult1ea - something that they can 
eubscribe to, bold on to, so that they can say, 
•well, this thing has been exposed to aeYere 
critics and to a large number or them, and to a 
lot ot oaretul th1nlt1ng, and appnrentl:y the thesi s 
stands sueta1ned. 1 I•m t or it, and let ' s go 
ahead. 

On the other hand, it may emerge very badl:y 
shattered and a person might sa)' , •well, they 
haYen 1t been able to maintain that thesis; there­
tore, let ' • stop talking about ita being the 
basis tor required action. • 

So that I quite agree v1t h the Secretar:y that 
there is everything to be gained b:y making thia 
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available to a IIIUch larger nuaber ot people than 
it has been, but making it available in a tol'll 
which warrants ita perusal b7 othare, not in 
some summar7 torm, not merel7 a statement ot 
belief , but setting torth the beat kind ot case. 
In other words, I would go 80 tar ae to S&7 that 
anyone who holds that thesis and has the ti111e 
and responsibilit7, owes it to society, to the 
communit7, to put that in a torm whera it can 
be care tully examined. I don't know whether 
that's wholl7 your view, but it is mine. 

Well- I mean that's the wa7 I teal , because 
while, as Kr. Currie say~ I have never given hi111 
ample tima, which ia perfectly correct, I have 
gotten pieces ot it at times and I have heard 
other people who have piecee throw doubts on 
it. Then when I question them they aay they 
haven ' t got all the basic data on which you 
arrive at this and they never have had acceea 
to it, and 80 torth; so it 1en1 t tair to an7bod7. 
Therefore, as I think I said about a month ago, 
I think in fairness to 70u and in fairness to 
tha people who believe in you, the thing ought 
to be open to the public, especially it we ' re 
going to plan a whole program tor the Govern­
ment baaed on that premise. I think it'a 
territioally important. 

Ot oouraa, with the exPectation that there cer­
tainly is not going to be any unan1m1t7 ot 
opinion about this; but at least one will be 
in a positlon to select the pa.rt1cular critioa 
whose opinions he taela are valuable, and ha 
can range along that side which seems to impreu 
him as being the 1110at reasonable aJ)proaoh. But 
there certainly ia not going to be 81)' agreement 
on that theaie, an7 1110re than thare would be 
on any other theeia. 

Please go ahead. I didn 1t mean to interrupt 
)'Ou. 

Henderson: I go turthar back than Lauch doe• as to the 
basi c ditt1cult7 - go turther back than 1929. 
I think the unbalanca vas there; tha kind or 
adjustmenta which the s)'atea vas taking were 
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very, very unheal th)' . There vere the matter or 
expansion or consumer credit, the matter or atock 
apeculaticn, matters or foreign loane, and o~her 
unhealthy things that vera aooompl1ah1ng a re­
dressing or the balance. 

I believe that there are vays, v1th a positive 
governmental program, or really making a very, 
very strong economy, beoau.se that d1trerence can 
be corrected so that you have a very, very strong 
business economy as vall as accomplishing the 
social i deals or the Nev Deal. 

42 

As tar as foreign policy ie concerned, H.r . Secretary, 
thia may be heresy, but this ia aa good a~lace 
aa any to contesa it. You alvaye start out on 
bereay v1tb saying hov firmly you have beld to 
the faith before. 

Well, up to now • •••••..•. 

Henderson: Up to now, the vbole program and the reciprocal 
trade agreements fitted in v1th moat or the th1nga 
that my democratic i deas and my economic training 
could possibly hope tor. But I think nev elementa 
have come into the picture and that the aooner ve 
recogni~e it and move very, vory boldly against it 
in an organized rorm, vhy, the better orr we'll be. 
And I hope we don 1 t have to piddle around on thet. 
And I'm probably sticking my neck out quite tar, 
but t his i s ae good a place ae any to do it. 

H.l(.Jr: May I aa;r, everybody knove that up to nov all these 
meetings - ve have never had to read about them 
1n the columnists, so I think you're fairly eare 
here. I mean so tar ve have been very lucky that 
ve haven't read tvo or three dare later 1n any • 
column vhat took place at mr houae. I hope we can 
maintain that. So I think you're !a1rlr sate here. 

Thorp: I ' d like to ask one queation ot what's in your 
mind on that, Leon, Just in terms or the immediate 
requ1reme.nta. Are you thinking or things that 
would require legislation' 

Henderson: Some or them. 
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Or ie there eutt1cient authoritJ 1n the IKport­
'DIIport ~ to carrr through meet or the th1nge 
you have in mind! 

I thinlt there are aoae or them - I 4on 1 t th1.nlt 
the Export-DDpOrt BanJt has got enough tunda to 
do the order or magnitude Ilve got in mind. I 
vae Just about to eay to the 8eoretarr that I 
think again ve 1 ve go t to be bold on hov much ve 
want t o do, and I th1.nlt that aga1n i t 1 a a queetion 
ot arithmetic. You sq, vhet have ve got to do 
i n Latin Amer ica, South Americ a, Rueeia, and plaoea 
like that - what have we got to do in order to get 
this volume or busineee! Alld some or that would 
r equi re going to Congress; some ot i t vould requir e 
an exerci se or Preeidential discretion. 

And that's one reason vhJ I believe that, giving 
all etteot to t he optimism - that time is running 
against ua, IUld I don 1 t see that >~e ' d lose 8Dyth1ng 
by getting a441t1onal authorit y tor the Export­
Import Bank tor vhat I call acme pret t y expansive 
and bold programs. 

Nov, i t 1 s the same ve.y w1 th housing. Lauch baa 
spoken or vhat 1s poss i ble ae tar as USHA and also 
through the financing charges or P'!A. Again, I 
think thl£" too l1ttle 1n teme or llhat the poten­
tial amounts are and or what the deeds are; and 
again, I'd like t o sea a much bolder - a stand 
tor a much bolder program, and again, working 
backward trom vhet are t he poea1b111ties in terme 
ot i nvestment and emplo;rment 1n a certain market . 
Aa ve know, t his would be a low-coat housing 
market. And then rind out what it t akes t o get 
that IUld let that be the limit or what we go to 
Oongreaa tor or what you go t o your t1nancing t or, 
vhat rou go in the ve.y or interest ratee, vhet rou 
go in the var or expansion generallr. 

And I t hink, again, it's about time we moved verr 
auch tu.rther than r ou (B.)(. J r .) were w1ll1ng to 
aove on t he Social 8eourltJ. It rou were correct 
1n the movement that rou took tor the r eason• 
that you aae1gned, Mr . Secratary, t here is everr 
reason tor going turther. 
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H. M.Jr: In what direotiont 

Henderson: Well, in a reduction or what i s going to be 
collect ed in the way or taxee. That ie, it the 
pri nci ple i s correct, and on this I 1m aaeuming 
that there is a net v1thdraval or consumer 
purchaei ng power which i e an ac tive deterrent , 
I think we could wel l afford to be muon bolder 
on that and sacrifice a rev feelings. I think 
ve could capitali~e on the drive tor the Town­
aend Plan and thinge l 1lte that by an expansi on 
ot the Social Security claeses and t he out­
payments that need to be made. 
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I n short, vh1le I go along with Lauch, I am 
more scared that we won 't do what 1t takes. 
We ' ve alvaye got tvo measurements. One or thea 
1e the national income and the other one is the 
amount or the unemployment. And I think that 
1t ve sit by and go through the kind ot rationnl ­
i~at1on in our ovn mind vhich says, 1 It ve only 
go along v1th thie progrp, sometime along in 
1943 we vill have got dovn to t hree or tour 
million unemployed,• that we have forgotten what 
we are here tor. That 's about the vay I reel 
about it. Nov, there are other items to go in 
there, and I have taken t oo much time already. 

BlAisdell: Mr . Secretary, I' d like to re inforce vbat Leon 
said on one line. It seems to me thot during 
the l ast rev months, vhile I haven't been 
tolloving it awfUlly closely, there 's been a 
tremendous let-dovn in the pressure that 1 a been 
on tor the expansion or the Social Security pro­
gram. Now, entirely irrespective ot our general 
economi c theory, whether we believe there should 
be more capital investment or whether there 
ehouldn ' t , here ie a program that reate on certain 
tund3lllental humanitarian aiou, which I happen to 
believe also is a sound economic program. And 
the suggestion that we lay ott t he increase in 
taxes sort or vas regarded as the eignal tor 
saying, •we mus tn ' t expand.• I recogni~e quite 
clearly that that vae not the intent nor vae it 
the direction taken by either the Preeident 1e 
message or your statement or any other etatemente 
that have been ottioially made. But I do reel 
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that there has been that effect. Again talking 
wit hin this room, it seems to me that the pressure 
:rrom the direction ot the Social security Board 
tor an expansi on ot its o>m program dropped very 
markedly after t hat par ticular point. 

Henderson: That ' s what I meant about hurting people's feel i ngs, 
Mr. Secret ary. 

H.H. Jr: Well, you ' re no• hurting mine. 

Ranee: 

f! . li..Jr: 

Rnnea : 

!i.H.Jr: 

I wasn't conscious or that . I didn't know •hey 
had changed. 

I don ' t think you ' re directing it at me. I know 
what you mean. 

He left me - I didn ' t knov vhat you meant . 

I think he 1 e talking about the Board, aren 1 t you? 

Henderson: Yea. 

Ranes : Social Security Board' 

Blaisdell: I didn 't know what you meant, Leon, so I said vhat 
I meant . There is a need tor strong leadership 
at that point. That has at least laid the ground­
work tor part ot the kick-back that we ' ve gotten 
from the Congress, the reeling that, well nov, did 
the Administration really vant to drive here or 
didn It they? 

R, !{,Jr : I don 1 t knov whether you people vant to knov 'llhat 
I think or just talk at me. But I don't want to 
l eave you under a taloe belief, because I'm not in 
sympathy ld.th that . I just vant to let you knov 
that . But I ' m here to l i s ten and not ••••••• • • 

Henderson: Well, let's put i t thie way. 

R.M.Jrl I don 1 t want you to go out and say, 0 \fell, hell, 
ve t old that to Morgenthau and he didn' t say any­
thing. • 

Henderson: Going back again to our subscript ion to the 
Currie theory, which you haven 't subscri bed to, • • •••• 

• 
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I juat want you to know I ' m not in aympath1 with 
it , and I didn't want you to go out ot the door 
thinking that I vaa. And that ' a no neva to you 
anyway. I don't want to sail under talae colore. 

Mr. Secretary, you aren't like the deacription 
ot La Guardi a that vaa once given. La Guardi a, 
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it waa aaid, wae the kind ot a fellow that it he 
aav somebody on the other e i de ot the street that 
he didn't like, he would croaa t he street and 
call him an s.o . B. in order no t to be thought 
yellow on this s i de. And we are never afraid that 
you would ever have t o 8P t o any extreme like that . 
You never have. 

But getting hack to t his, as to t he underlying -
what I meant by the underl ying basis tor it -
ve know now 1n a way that the Nov Deal program 

( r 

has been extraordinarily honeat in i ta bookkeeping. 
lfe know that. lie know there are lftlYB ot book­
keeping and accountancy, and eo rorth, whereby 
this t h ing ot the debt burden coul d have been 
considerably reduced. 

H. M. J r l 

Henderson: 

H. Y..Jr t 

Do you think that tho new Di r ector ot the Budget 
can listen to tbia without being prostituted' 
Think he oan take iU 

I think be can take it. 

All r i ght . I Just wanted to make aure . Be's kind 
ot young and i nnocent . I Juat don't know how tough 
be ia. 

Hendaraonl Va are reaching a limit on that . It 1a not poaeible 
to get trom Congress the e=ount ot appropriations 
i n the regular budget to repair the deficiency 1n 
investment. There are no eeta ot conditions that 
we know ot by ~ioh private inves tment 1s going to 
take up all that is needed. 1fe ' ve got an enomoue 
rate or savings . And therefore, we ' ve got to go 
where we've got a oonscious control over savings, 
and that' a what t he payroll taxes are 1n their 
withdrawal trom consumption. We ' ve got that within 
our power, as to whether ve go ahead on that baa1e; 
plus the tact that 1t we want t o lessen our problem 

Regraded Unclassified



Thorp: 

47 

- }4 -

we've got to aooompliah a wider distribution bJ the 
taxation basis and also by the increase or the 
aooial aervioea to which we are committed. 

Nov, that 'a whet I meant 'llhen I a aid I th1.nlt i! it 
vae good to go along that rar, we can a!!ord to go 

turther. 

I have one other item - could I stick it in - eo 
!ar as taxation. Again, maybe it's a con!eesion. 
I haven't been able to see the arithcetic on the 
matter or certain or the taxes and things like that. 
I think we have reached a point , ho1<ever, were 
earnest people who actually believe that there 
wuld be an enormous expansion in venturesome capital 
1! there were certain things done - I think that 
the time has arrived !or us t o make those ecn­
eeeaione as an earnest or our belie! that the other 
group who believed eo strongly are earnest 1n their 
belie! - so that they would accept ~urs. I don't 
believe that it amounts to much budget-viae, there- • 

!ore it's a mild rorm or ooneeaeion; but i! 1t doee, 
to certain groupe, give them a eet or aeaurancea 
that we have a respect !or what they basically 
believe, I think we ought to do it. Now, that's 
going quite a long ways !or some or us, and I don't 
know whether anybody else would eubscribe to it. 

I'd like to pick up that, because vh1le I don ' t -
I agree 1n general. with the approach that 'a already 
been presented, I think that a good deal can be 

done rrom the poi nt or view or encouraging and 
stimulating privata investment; and that it ie so 
much a matter or state or • .1nd that i! there are 
things euch aa the tax matter, !or example, which 
are not aerioua rrom the point or view or arrecting 
the Government budget, but 1111ght be very aigni!1oant 
in terme or the state or mind or these busineee 
people, it seems to me a very vorthvh1le specula­
tion to make in terme or whether or not that 
wouldn't help. Alae I am wondering whether that 
1an 1t particularly important right nov. As already 
in1icated, I am rather more pessimistic about th1a 
Jear than any or the others seem to be, particularly 
eager to get orr center Just aa raat ae we can. 
It would seem to me that that ia a very decided 
argument, i! anything is to be done on the matter 
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ot taxee, to do it now, very eoon, ae an immediate 

eti111Ul.at1ng factor, and one that unleu it happens 

to be otteet the aame day with eerioue trouble• 

1n Europe, might actually give quite a fillip 

to the 11tuation and release these toroea that we 

all agree are present . 

We:J,l, does somebody alee want to eay eometh1ngt 

!he way I teal 18 this, that ae tar ae a tax pro­

gram 1a concerned, you can ' t get any a~gwaent w1t h 

Joluuly Hanee and me on that. But supposing we 

follow the thought ot Leon Henderaon. and say to 

buai neas, 1Nov, here we'll give you this, but in 

the same breat h we' r e coming along with a grea~ 

big new spending program. 1 I pereonally th1nlt that 

anything you mi ght do along the tax lines would 

Juet be buried by the teel1ng that the Government 

wae going to increase i ta spending program above 

the present levels. Now, I just think that any­

thing that you could do through the tax avenue 

would be just ltillsd. 

Well , I don't understand that - the po1nt ot view. 

I'd juat like to say eomethlng on this whole 

subject, beoauae I feel that there's been a good 

deal of talking around about Yar1ous aepeote ot 

the problem that I have had my neolt out on a r ev 

times. 

We know that eo tar ae the credit s ituation ie 

concerned, that generally spealt1ng there 1e an 

abundance ot tunda, both fundi i n existence in 

the torm ot balance• ot oorporat1one and tunds 

ot savings banks and insurance companies, inveetore, 

trustee a, that would l i ke an opportunity to 

invest the tunde. Nov, the reason that WI r eally 

have a depression, the reason that we have unem­

plormant, 1a due to the tact that the existing 

supply ot funds and credit 1a not being utilized. 

It an effective use was being made ot the tunde , 

that ie, it we had what we may term a normal 

valooit;r or turn-over ot tunda, we wouldn 1 t haYI 

the problem. 

Nov, it seems to me we ' ve got to then determine 

what are the tactore that deter or retard that 
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effecti ve use of funde. Let 1 a take the business 
aide of the picture before we get to what the 
Government, by way of public investment, may do. 
There i s a reeling without question on the part 
of business that there would be a large volume or 
new i nvestment if t here weren ' t deterrents, and 
there is a good deal ot disoueeion as to wbat 
those deterrents may be. There is no doubt that 
there is some deterrent ot What we may term new 
i avestment of pri vate fundi due to th1e thing we 
call lack or confidence, brought about, 1n part, 
by a toreign situation and in part by tax factors 
or other factors. 

~e hear the Labor Board regulations are a factor. 
Vell, that appears t o be in the va:r ot aoaeth1ng 
being done. J.t least, there are hearings and there 
may be an opportunity to modify that feature. To 
wbat extent that is a deterrent, it is difficult 
to say. 
I agree with Leon to the extent t hat those deterrents 
that - where business thinks they are deterrents, 
that 1s, the great body of business does - where there 
is usually cl ose to unanimity or agreement , that it 
would be wise to undertake to eliminate them. 

In the utili ty tield- there's been a great deal 
said about that in the past, and if a positi ve 
statement with reference to that problem could be 
made and we could get the amount ot pri vate invest­
ment 1n that field going, and it 1 e admitted that 
it could be tour or tive hundred million dollars 
a year - not immediate, but 1n a period of reasonable 
time - we ought to get it. 

I do teel, however , that whatever is done in the 
direction ot what you may term appeasement - t hat 
those reeul ts alone would be diaappoi nt1ng. I 
think that there i sn ' t the el i ghteat opportuni ty 
t or a tull i nveetment i n now enterprise or the 
exiet1ng surplus of funds adequate t o meet the 
unemployment problem. 

And I also recognize that you cannot and should 
not continue indefinitely to attempt to put those 
funds to work by the Government borrowing them 

• 
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on a dericit baeie. !be Government only borrove 

these idle tunda because they are not otherwise 

used, t.Uld by the Government borroWing those tunde 

they are not depriving private bus1neea or an 

opportunity to use them, not depriving private 

budneee or an adequate auppl:r of tunda. 'rbere 

so 

1a certainly an abundance of tunde available tor 

all the Government has had to borrow, plus anything 

that bua1neea ma:r borrow. 

But :you cannot continue, it aeema to me , to have 

the Government borrow those tuods in order to put 

them into circulation, because that doea continue 

to create a dericit and to increase the dericit . 

I agree that an increase in epend1ng would be 

oertainl:r politically inadvisable and would be 

impossible or aoh1evement. 

And I t hink the vay to obviate that would be, in 

addition to euch appeasement aa ma:r be possible to 

make - I am still strong for this railroad program 

and the utilitiea program, if :rou could get five 

hundred million in each in a :rear, and I think if 

a real effort vere made that that could be done. 

Nov that m1Sbt require some help on the part or 

the Ooverru:tent, Just as the Oovernmen' baa helped 

United States Housing Authority through the guaran­

ty, and Juat ae the Government helped FHA, rederal 

Housing, v1 thout supplying tu.nda; and that ' • 

acceptable. But there baa been Government aes1stance 

there Without 1te appearing aa a budgetary deficit 

and without ita be1ng talked or as a Oovernment­

epend1ng or PUJIP-priaing program. Nov, I think 

that ve miSbt vell vork out plans v1th reference 

to railroada, v1th reference to util1tiee, vhere 

ve aay through Government aasietance get help in 

that direction that vould not ahov up as a deficit 

and yet would not be as large aa othervias would 

be the case without an7 Oovernaent aea1etanoe 1n 

tho sa t1elda. 

In addition to that - I aa not averse to thia 

foreign lending, but I do think i t would be 

achieved v1th very great d1ttioulty, it :rou get 

it at all, and it vill be ver7 minor at the 

present time. 
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It isn ' t achieved with d1tticultr. The ditticultr 
comes later. 

You ' re not gping to get 1t back, poasiblf, i t rou 
make it. 

But I do re~ that in the case ot the Social Securitr 
.......... 
Ino1dentallr, rou know, Brazil hasn't drawn on us 
tor a dollar ret. Not a dollar. 

Well, ot course, to the ext ent that ther don't use 
1t, it doesn ' t do us any good. 

Todar ther asked. 

D1d ther ask? 

Ther're gping to begin very quioklr. 

Ther only got the ed1cta through reaterday. 

I mean ther treed the1r exchange Just on the tact 
that they knew the Treasury ot the Uni ted States 
was back or them. I was Just mentioning 1t in 
passing. Up to now they haven't used any money. 
But t he Chinese have, and have used it where it 
would do sone good. 

Those loans, t o be ot any value, would have to be 
spent here. I t we want to get rid or some cotton 
and s ome ot our other surplusee, and ve do 1t by 
tore1gn lending, naturall7 we would expect the 
money to be spent here and t he goode to =ove. Onl7 
1n that war would it be ot anr help. 
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Now, I think 1n the oaae ot FHA, that interest rate 
could and should be reduced, I think w1 th the 
abundance ot tunds and the low rate, that loans 
~~uld be made at a lower rate. Some ot them ere 
be1ng made 1n anr case at lower than the rate 
required - lover than t he maximum - or the minimum -
well, it ' s the maximum rate that ther can charge. 

• 
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I think 1t ;rou reduoe the maxiiiUII, the:r would 

still get the loans, and that would be helpful. 

I t would not ooat the Government an;rthing. It 

would st1mu1ato the volUllle or aetivit;r to eome 

extent. 
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I !eel that in the Soci al Security field it it 

were poasible to pay out next year the amount 

that t he:r ma:r oolleot - in other worda, the7 1ll 

collect possibly - even without an increase in 

the tax, ther 111 collect around six hundred 

million dollars. I! the benefit pa;rments that are 

made would equal s1x hundred million instead o! 

the hundred million that 1 s expected, t hen there 

would not be this further withdrawal !rom con­

sumption to be put into the reserve. True, the 

Treasury borrove 1t and apenda 1t, but t he;r 1 ve 

got to get it appropriated when the:r do , and that 

shows a detioit. That's whore tho trouble comes 

1n. 

Hender son: You take that five hundred m1lllon, Marriner, and 

think ot the moat that you can hope t o get out 

ot rour railroad equipment plan. It you keep 

this other, keep the Social Seourit:r that V8J, 

and you get t he other, t hey Just ottset each other. 

I mean that ' s tho magnitu&e ot 1t. 

Eccles: I think you could increase those benefits !iva 

hundred mlllion and you could get rour railroad 

program or tive hundred million. You could drop 

the i nterest i n FHA. Now, none or these v1ll 

atteot the budget at all. .lnd to get aueh toreign 

loans as you oen get, bring about auoh appeasement 

aa you oan in the utility tield and in the t ax 

tield and 1n the labor tleld. In that V&J, you 

would be, 1t seems to me, striking at t hia thing 

on all rronte and would be doing 1t without 

further de!ioit spend1ng. You would be attacking 

it in a vay to at least give tar greater oppor­

tunity than there 1a tod&J tor ut111zat1on or 

theae tunde that are not nov being utilized. 

And onl;r through the utilization ot tunda - we 

oall them 111.Y1.nga - whether thor are corporate 

or ind.i vidual, they are the t'unda that are not 

gping into o1roulation, not being used - it 
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thrOugh th1e •an• ve could 1Jioreaee the uee or 

theee tun~, it wuld or cour .. br1ng JOU the 

recove17 &Dd br1ng you the emploTaent and bring 

70U the 1Jioreaeed tax revenue, vh1oh would 1JI 

turn bring about your balanced budget . 

Nov thet; to 117 aind, 1e the tJPe or a prograa 

in general that I th1nk ve ought to approach. 

And that len 1 t counter at all to the Currie 

theeia, as I understand it. 

Don ' t you underetand itt 
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I 1ve been 1JI accord Y1th it. Yea, I think eo. 

Haven ' t 70U g1ven him time to? Haven't you given 

h.1.!ll enough t1aet 

In tact, one or the reaeone that I had Ourrie come 

over Y1 th the Board vas due to the tact that I 

round he vae pretty well agreed Y1th a good many 

ot the ideas I bad. 

H~nderaon: He agreed v1th the 'Eooleeiaetioa.• 

Eocleal Bo I think that the dspreeeion attar '29 vae 

brought about purely due to the tact that the 

eavinge or the oount17 dur1ng that period could 

no longer tind an outlet when ve quit aaking 

toreign loane and when we had developed conauaer 

credit to the point that ve bad developed it , and 

when ve had developed the automobile indua t17 and 

had developed so 11an7 other tielde or activitJ, eo 

that there vae no turther opportunity tor an 

adequate investment 1n DIY enterpriee O! the 

exieting aavinge. And we ' ve got to t1nd - nov 

we' re a creditor nation, we ' ve got to tind a use 

tor tboee aocuaul.atione or we ' ve got to reduce 

the accuaulatione thrOugh taxation, or we ' ve got 

to do some ot both. And I think that we've got 

to take a combination ot these things and do 

all ve oan to enable pr1vate bus1nees to utilize 

the very maxiiiUDI amount ot r ·unda that it h 

pouihle to get thea to ut11.1ze. And those tunde 

that they can't - are unable to utilize - we 

Regraded Unclassified



( 
- ta-

could do some !ore1gn lending; and then the Govern­
ment has got to stimulate the use or the balance 
ot them in public housing, 1n Social Security, in a 
railroad prograa, and in a !arm program and the Ulte. 

It seems to me that that's inevitable it we ' re 
going to get out or the depression and get the 
national 1noome up. Those tunde bnve got to be 
put to use. And merely the idea or gett ing bus1neee 
confidence - there ' & nothing vte c!Ul do to give 
enough business confi dence to ut1li~e all the 
aocumulat1ons. And when you atop to analyze the 
amount o~ tunda that have got to be used to give 
reasonably tull employment and try to define or 
ascertain the places that those tunda can be used 
in pri vate business when it 1 a left to itself to 
use them, why, you just cannot figure out bow 1t 
ia possi ble t o do it. 

It seemo to me we are confronted with a problem 
which doesn't need at t he moment the acceptance 
of the thesis that Cur rie enunciated and several 
subscribed t o. Though one or might not agree 
with it, I don 't think it ia an essential pre­
requisite to the recognition or n necessity that 
something bno to be done in the way of poai t1ve 
action. The prograxn of removing those particular 
deterrents to a v1111ngneaa of the business man 
to enter upon risk ventures should be undertaken 
1f only to mnlte certain that there ia or ie not 
something there. The coat or th&t type ot 
program ia not so great that one ahould hesitate, 
i n view of the tact that eo many very competent 
people beli eve that that i a the cause of the 
failure or a substantial amount or capital to 
go into private investment. 

But beyond that , I think, something needs to be 
done. Proof ot that is the taot that no one 
seems t o be ready to prophesy a national income 
greater than seventy billion tor 1940, or some­
where vith1n the r ange or a oouple billion of 
that , and I think that most of ue feel that a 
national income of seventy or aeventr-tvo billion 
i s completely inadequa te, and eonta1na consequences 
that have very tar reaching repercuaa1ons· on 

• 
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the social and politioal fabri c; and that it ia 

up to us - the time 1a getting rather abort to 

aee what steps can be taken to increase that 

national income. 

On the other hand, I think 1t 1a recogniud that 

deficit financing has reached the cli max and 

that it 1s neceseary to reduce the deficit or 
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at least not to undertake any atepe which would 

increase 1t. And aome ways have been suggested 

of attempting to stimulate private investment, 

actually inoreaeing investment, without operating 

under increased defi cits, 

But I don' t teal that there is as much disagreement 

about the necessity for some such program as 

appeared on the surface, because I don't think 

the recogni tion of that necessity depends upon 

the acceptance of thesis that you can't maintain 

or you can't attain an eighty-five or ninety 

billion dollar income unless the public does some 

investing. We would l i ke very muoh t o attain an 

ei ght y-fi ve or ninety billi on national income, 

but before we do that we \OOUld like t o at leas t 

increase the national income next year by eeveral 

bi llion and the year following by another five 

bi llion. And there are those or ua who beli eve 

that that s imply is not in the oarde unleaa aome 

comprehensive step is taken, and we come to the 

inevitable conclusion that a program must be 

initiated as eoon as it ie pol i t ically feasi ble . 

And there are numerous ways; some have been 

suggested, but there are others. If they are 

done boldly, 1t they are done on a large enough 

scale - we have all had illustrati ons or policies 

undertnken which have completely faUed, petered 

out, been dissipated, because the magnitudes 

i nvolved were not large enough, the approach baa 

not been bold enough. 

8o i t is with housing. If you ' r e going to reduce 

interest ratee, melt& a substantial reduction, if 

you believe t hat ' s neoeeaary, so i t i s possible 

to do something t or the small busineaa man in 

t he way of loans, somet hing for the farmer, some­

thing in the way of forei gn investment, socething 
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in the way of railroad e~uipment, et cetera, down 
the line. 

But I would like to end by tbe plea that I don 't 
tb1nk it 1a neoesaary to accept any tund.amental. 
pb1loaopby 1n order to adhere to the necessi ty 
tor a substantial program that doesn't involve 
within the next couple cr ·yeara 1noreased dsticits. 

Bean: lfr. Secretary, 1D8J' I euppleaent Mr. lfh1te 's ooiD!Ilento 
by making at least the tiret comment ot his a 
little more quantitative. It the view ot bua1neee 
proepects tor 1 39 i s oorreot, ae indicated 1n this 
document that you have, then next year, 19llo, it 
we wanted an eighty b1ll1on dollar national income , 
Mr. Eccles would have to 1noreaee b1s 1ndex of 
industrial production to around lllo. Just nov it's 
at 9~ · That kind ot an inoreaee 18 physically, 
b1stori cally impossible. Thl\t 'e vh1 we have come 
to the conclusion that nothi ng like an eighty billion , 
dollar income is in the oarde tor 19llo. 

Eoclee: I don't think anybody figured that it vas. 

Thorp : Ot course, be 1 s revieing the index, ae I understand 

it. 

Bean : What' 

Thorp: Be's revhi.ng the index. 

Henderson: Upward. 
Ranee : Have you got the Ugurea about the amount ot aavinga 

you reterred to' Does the Federal Reserve have 
any tigure on the amount ot idle aav1nS•, accumula­
tive savings that m1gbt be available tor 1nveataent' 

Hendereonl We're go1ng to have thoee, Jolin, pretty well ordered 
tor May 15. There are some, ot oouree, but we're 
at work on that, on the beat into~tion that's 
available. 

Eoolea: Well, John, I'm thinking ot it in terms ot the 
turn-over ot tunda. We have bank demand deposita 
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and currency which repreaenta the errective meana 
or payment wit hout the uee or rurther bank credit, 
or the largest amount that we have ever had, so 
that 1 t 1 s - we know from any el(perienoe that we 1ve 
had in the past that runds available are not being 
made use or, that with a very much smaller volume 
ot runds >~e have had larger production and larger 
national income. or course, the price level is 
a factor you 've got to take into account. 

So that it is pretty certain t hat the funds are not 
being - they are not working, they're not be1ng 
ut111:.ed in production and in the employment or 
people. And that means that t here isn't a reeling 
that t here i s a profitable use tor them, there 
ian 1 t t he incentive to uae them. There apparently 
isn't the opportunity to use them. 

And consumer demand is a tremendous factor . Business 
doesn't produce goods and employ people and the 
!undo don 't tlow unless they are able to sell and 
dispose of the goods. They won 't continue to 
build up inventories and people won 1 t incur debts 
unless there is some reeling or security of employ­
ment; and business won't use their runds or under­
take to borrow funds either in the market or from 
the banks unless their capacity is - unless they're 
gett ing somewhere near their oapacity, ·or unless 
they reel there is an opportunity tor additional 
protit by rurt her investment or utilization or 
those runda. I mean it seems to m~ t hat it ' s a 
pretty self-evi dent situati on ¥hen you compare the 
supply or tunde in relationehlp to what we have 
bad in the past. 

Yes. I just wondered it you had any figures . 

I haVe some figures here that have been derived 
rroo the National Resources Committee report on 
the distribution or income and savings in different 
income classes. They have what the dis tribution 
would be on a sixty, seventy, eighty billion 
national income, and whet the probable consumer 
savings would be. They step up very rapidly; on 
sixty billion income, six bi llion savings; seventy 
billi on, nine billion savings; eighty billion, 
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twelve billion eavinga. You add etz billion to 

that and you get eighteen billion, the figure or 

capital inVestment you'd have to have 1n order 

to get an eighty bil.lion national 1ncoae. 

How much did ve bave thia year' 
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This is an entirely independent approach. I ran 

my figures entirely on the basie of past relatione 

between past investment and income. Then take 

t he consumers and vbat they save. 

What vas it , Lauch - as against the eighteen that 

you need to have, have you any guess as to vbat 

it vas' 

Tbe maximum we can eee ae an outlet tor private 

capi tal expenditure, on the baeie or full employ­

ment, vhicb would be eighty-eight billion national 

i ncome, ie fourteen. That's allowing tour billion 

a year tor residential building, seven hundred 

mi lli on a year tor r a1lvaye, nine hundred million 

a year tor eleotrio equipment. I mean things of 

that order ot magnitude add up to fourteen billion. 

That would support eighty-eight billion dollare ot 

national income' 

I t w:luldn ' t do it. Tbs.t ' s all you 1d get on the 

basis of tull employment , vhicb i s not enough to 

give you full employment. 

You'd need twenty billion or something of that 

eort, wouldn ' t you, Lauch - need twenty billion 

to get your balance' You can see fourteen. 

You can see fourteen if you bad full employment, 

but you vouldn ' t even get that fourteen unleaa 

you get full employment. 

So vbat do we nov have' 

In ' 37, our beet year to date since ' 29, ve had 

nine billion, plue tour billion inventory accumu­

lation and plus a billion in Federal, State and 

local contri butions. 
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Mr. Secretary, I• d like to go back tor a moment 
to your suggesti on t hat this k ind ot a discussion 
or t h18 mater1aJ., irrespective ot the philosoph>' 
behind it, which comes to the conclusion t hat we 
must have something like that , seven, eight, ni ne 
billion doll ars more investment 1n capi tal goode 
to get eomevhere near tull employment , ought to 
be gotten out tor publ1o d1scuesion; and I have 
the teeli.ng that 1t ought to be gotten out much 
taster than merely havi ng Currie publ i sh his 
material or a paper aomevhere , and circulate 1n· 
a larger group than thia. 

It' s getting out next month. 

We ' re going to • . •••..•• 

Hay I aek, in that connection, t hen, vhat kind of 
a shov you're putting on, it I can use vulgar 
language. 

It's correct language. 

That ' a right, it i s a shov. 

I s it going to be a one-daY discussi on? 

We plan t o start about the week ot Hay 15 - ma;rbe 
t wo days t hen, two da:rs the next week, and two 
days the following week. \fe plan to run two or 
three days 1n enoh of three weeks in which ve 
plan to have t1ve or six daY•· And t he whole 
thing - we're trying to get s omething that w1ll 
be substantial and soli d. 

Hov many people would be involved 1n the presenta­
tion of material.' 

About t hi rt;r . We're going to int roduce w1tneesee 
on a tremendous nlllllber ot f ronts and ve 

1 
re going 

to provide a t orum tor a discussion ot a vide 
range of 1t eme in this savings and 1nveetment 
problem. It ' s the acutest t hing ve 1ve got . 
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V"n1to: Are you going to pick witneeeee that rou know 

ahead or tima are go1ng to agree with your 

positiont 

Henderson: Oh no. We are going to know what the wi tneea 

is go1ng to eay, wb1oh ia di!!erent, 

Beanl The thought I bad in mind, Mr. Secretary, was 

that th1e material that Currie bad that we 

studied, some or the rest or us studied, that 

the Coam1ttee i s going to bring torward, ought 

to be ut1lhed 1n an even wider va:r than the 

Committee now bas in mind. And I wonder it it 

vouldn 1t be eeneible tor the Administration to 

take that material attar the 15th ot Ma7 and 

center around i t a much wider public discueeion 

ot the problem by bringing in not Just the tew 

men who are com.ing tor t h1B particular meeting 

but men who will be invited to d1soues with the 

Government the question or possible outlook tor 

tunde and tor 1nYeatment programe. I am sort 

ot s~k by the tact that in the various pro­

Jects that have been named tonight, all we get 

are driblets or tive hundred mi llion dollars 

here and there, when the problem 1a one ot getting 

within a relatively abort time, aa:r, a year or 

a year and a halt, an aggregate addition or -

eball I use a tigure, Currie, ot eight billion 

dollars more than we are going to have this year. 

White : In order to get an eighty-rive billion 1ncomet 

Bean: To get even an eighty b1111on dollar inooce, 

youTd have to have something like seven or eight 

billion dollar a addition to t he amount you have 

th1a year. 

Thorp: 

In other words, I 1d like to eee th1e particular 

th1ng dramathed and put on a much broader d1e­

ouaaion baeia than we have visuali~ed. 

I think you are relying a little too muoh on a 

hearing, Leon. I th1nk it .ould be ewell tor 

what it would do, but oughtn't it to be aupple­

mentedt I mean 1t we want to !ocue it, vouldn't 

that be the t1me to have a number ot speechee 

on thief 
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Sure. Ve are a1aing to make practicall;r a connict 
there. 

Hr. Secretar;y, JBa7 I aay one more word on th1d I 
tb1nlt something more t han speeches b7 one or two 
or three individuals or the Adllinhtration seem to 
be needed, at least tor the eort ot th1Dg that I 
would have 1D mJ.nd. It the Adltln1etrat1on vent 
out with a definite statement that it is going to 
do aometb1Dg to increase activ1t;y by doing tb1e 
thing which every bue1Deea man will recognir.e aa 
eensible, namely, to 1ncreaae inveatment 1n C$Pital 
goode or whatnot, without deficit financing, and 
t hat in addition to What t he Government can viaualir.e 
it oan do, it wants to get aa much more to supple­
ment that, and then to i .nvi te euggeations tor the 
supplement, I t hink we might perhaps do more than 
merely get the results that ve are apt to get b)' 
a few apeecbee. 

You're presupposing that that tbee11 v1~1 be accepted. 

I 1m presuppoaing that when CUrrie comes out with 
hie figures or anybod.)' alee comee out with e11111lar 

figures, there will be very little disagreement 
with t he basic oonclueion that ;you must haYe tor 
~1 emplo)'lllent, or so•th1ng like ~1 •plo)'lllent, 
an additional investment 1n capital goode ot , aay, 
eix, aeven, eight, nine billion dollars; the figure 
doesn ' t aatter. 

Vall, let's take the aort ot thing that ••• ••••.• 

May I interrupt Juat a a1nute. Let 11e point thia 
out to rou. llay I do t his in 117 capacit;r aa a 
personal friend ot the President, that when you ' re 
doing th1a I tb1nlt you ought to be nry oogn1&ant 
ot the taot that ;you are opening )'Ourself vida 

open to a terrific attaolt, that what )'OU are t alking 
about - we 1 ..-e been doing 1t tor aeven )'sara, and 

so vhatf 

That's juat along the 11ne •••••• • •• 

I aean I don't know - Juat go baolc twelYe aontba; 
it vae Juat twelve months ago today. You Juet 

Regraded Unclassified



W'hlt e: 

H. M.Jr: 

llhite: 

H. M.Jr: 

- 49 -

can move the th1ng back twelve montha. You all 
sit here - I want to be polite, but I can talk 
to you (Henderaon) because you' re a tough guy­
and you ' ve got to realize what you're doing, and 

the anever to me 1s that you're Just talk1ng 
exactly the vay you talked twelve months ago. 

And nothing vaa done about it. 

G2 

Excuse me. We got a tour billion dollar deficit . 

Oh no , tha.t's not what ve 1re tal.JU.ng about. ! hat 
would be a gross m1eunderstand1ng. 

Nov, listen, I• ve listened to t hie, Harry - nov, 
this ~1ng baa been tried t or seven successive 
years, and we ' ve still got twelve million unem­
ployed. I want to point out - you ' re all Juat ae 
much interested in Mr. Rooeevelt ae I aa - before 
you launch t h1e thing, I think you ' re opening 
yourselves to an attack thnt we' ve had seven years 
ot deficits, aeven years ot increasing the thing, 
and we ' re just where ve were seven yeare ago. 

Henderson: I ' ll take that argument on any t ime: thnt we are 
Just where ve were seven years ago. The index or 
production i en 1 t . 

H. M.Jr: You are in t e rme ot unemployed. You are not in 
teras ot debt , but you are in terms or unemployed. 

Hcnderoon: No, you're not. 

Oaaton: Before you go into that , it you don't mind, I'd 
like to Just raiee a question, and that is what 
do you hope to obtain? I a i t merely trom the 
sci entific, ph1loaoph1cal etandpoint, an explora­
tion ot this queetion eo ae to arrive at a fruit­
ful result, or are you considering the ettect on 
public eentiment, public payohology, and the 
economyt It you just want a ph1loacph1cal d ia­
oueaicn, there are plenty ot VIQ'B to get th1e 
argument out. I could etart tomorrow and I 
could have it in columna, I could promote a radio 
debate, and uee various other •••••••• • 
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Hender aon: We've got the mandate ....... .. 

Gaston: That 1a, it you vant an economic d1ecuae1on. But 
I am ~erribly atra1d that JOur eoonoaic d1acuaaion, 

even in the va:y that JOU are apealr.l.ng or dramathing 

it, 1e going to result in nothing more than soaring 
people to death by presenting an extremely pessi­

mistic view or our whole situation and ot the tuture 

ot our economJ. It seems to me that the way to 
approach this thing i a to decide on a program here 

in the Government aa quietly as possible, it you 
have something that is really constructive that 
we can agree upon. It, tor instance, the tax 
thing - that's one thing; or it there is something 
in the va:y of self- liquidating expenditures that 

could be agreed upon, that's eometh1ng alae. It 

there are concrete, detinite thinga that can be 
agreed on, then launch those things as Administra­
t ion propositions, as reassuring, encouraging, 
stimulating projects which ve have readJ'. 

But to launch a general discussion involving the 

thes1a that we have a degenerat1~ econom7 and that 
the picture ia black - I think it a terrible . 

Henderson: Vell, I don 't go on the baaia - that 's what I said 
I would be glad to argue on. Ve are at the present 

time, deapi te tour months ot poor busine ee and 
things like that - we are at a level of 98 in the 
index or production, vhich is roughly 85 percent 

( Gaston: 

or what we vere in 1929 in production. 

We ' ve probablJ got about 10 aill.ion unemployed an.d, 

counting what the increase in working population 
has been since the Nev Deal came over seven 7eara 

ago, there are close to seven or eight million 
people more that are emplo7ed than there vere 
seven years ago. We ' ve got a credit structure 

that is muoh better. 

When I said •dramatize, • I d1dn 1 t have in mi.nd 
playing up what a terrible situation we are in, 
What I have in mind is getting over, 1D etteot, 
what the essence of t his problem 1e. 

I am eure the eaaence or this problem ie pretty 
frightening to t he general public, vh1ch won't 

understand much or it. 

Regraded Unclassified



Henderson: 

Gaston: 

Henderson: 

White: 

Gaston : 

White : 

Henderson: 

White: 

i'horp : 

Blaisdell: 

64 

- 51 -

What is more frightening, Herbert , than t he proa­
peot of thia piddling around tor five or six years? 

This isn't the alternative. If you have something 
constructive, t hen let ' s do it. 

That 1 s what we want . 

Yell, Herbert, we are concerned with alternatives. 
None ot them are very good. That ' s the unfortunate 
part. But 1t you will concede to begin with, and 
that ' s an eaaential requisite t o accepting the 
need tor doing an,thing - again, there are tvo 
points ot view. One is that there ie nothing we 
have to do beyond remove what restraints it is 
possible politically to remove and then we'll go 
forward. Now, it that ' s the thesis which a person 
subscribes to, then I think everything alae that 
is said falls by the wayaide, because the rest of 
it is not neoeasary and anJthing that you would 
do in the vay of introducing a larger measure of 
control or a larger measure of participati on or 
a more comprehensive program on the part ot the 
Government, can only serve to j eopardize that 
program. 

I vasn ' t suggesting a program ot inacti on, Harry. 
I vae auggeeting quite t he contrary. I vas 
auggeating that we refrain trom advertising our 
doubts in advance ot having aomethi.ng constructive 
to propose. 

You were d.irecting youraelt againat the question 
of the publicity of thia particular program. 

I understood the Secretary wanted to have the 
thesis given circulation and discueaion. 

Yell, I guess he - no, the Secretary wanted it 
done in academic - I ahouldn 1t say - in sci entific 
or 1n scientific and quaai-acientifio meetings. 

Nov we're talking about tha Temporary National 
Economic Committee. 

You said •quaei-acientitio, • d idn1t rout 
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The;y' re the other halt. 

Mr. Gaston, suppose we talked about need• and what 
the Government proposes to do to meet part of 
those needs. Isn't that ditterent trom talking 
about a deteri orating eoonom;y whi ch i s on the 
decline , which ;you ' re atrai d ot' The latter doesn ' t 
enter 1nto the picture v1th that approach. We oan 
continue to have e.n economic problem thtlt, trans­
lated into terms, means the need tor such and such 
items. We can sa;r that here are soae suggestions 
ot what the Government propose• to do and still 
not disturb to~ man;r people. 

Leon, I don 1 t wnt to" ask 1011 a~~;ythlng that 1 s a 
secret . ........ . 

Nothing secret about it. 

You sa;r two days a week for three weeks' Is there 
no wa;r to put it on and get it over with quicker 
than thatt 

\lhl.te: John 1B willing to have the stock market take a 
crack over one week and have business go to hell. 

H!nderaon: What we ' re going to exPlore - one ot the things 
is the rate ot savings. Hera are some ot the 
things we 1 re going to do. What 1s the problem? 
What are the outlets tor inveetment' You see' 
What has been the rate ot 1nveatment ~ring the 
twenties in utUities, houaing, things like that? 
What ia the present rate' And thinge like that 
are at~ong the things we ' re going to do. We hope 
to call a number ot people, including Kr. Lamont 
and some othara, to give an expre .. ion ot their 
v1ewa on what ia needed in aavinge and investment. 
We hope to give a - we hope to provide this toruli 
tor people to t alk on this particulAr subJect. 
And it 1a the aoute thing aa tar aa t hie Committee 
ie concerned, Just ae 1t ia an acute matter ever;y 
time we come i nto a discussion ot governmental 
poli cy; this question ot aav1nge end i nvestment 
alwaya pope up. All we propose t o do ia to give 
it an airing and t o make i t signi ficant . 
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Poor Harl'J'• got a tough Job having me tor a 
boea. He's tried eo hard to work on me. He 
Juat thinks he 1 a got me up to a po1nt and then 
I elide back again. 

zs 

I wae Just congratulating ~eyeelt on having a boea 
with an open mind, 

And we were eTID))ath1zing with h1m • ••••••• • 

I slip right back again. 

Henderson: ......... tor having a boa a with an open mind. 
'1'he7 get 1n the V&J once i .n a wbile. 'l'heJ ' ll 
listen to the other aide. 

Vh1t e: No, JOU knev the general vieva ot the large group 
here, and the tact that JOU oont1nued to listen ......... 

H. Y..Jr: Don ' t ea1 it. 

White: I couldn ' t tinieh the sentence without ••••••••. 

H.M.Jr: Bee, he's getting a little contam1nated. 

Henderson: Mr. Becretacy, I d.on 1 t think there need be an1 
apologies tor what the Government's intervention 
vaa last 1ear. I don ' t th1nk there's a bit ot 
doubt that we ' d have been in a hell of a tailspin 
r i ght nov 1t the Government hadn 1 t intervened. 
And ve are up at, rougbl.J, 100 in the index ot 
production, and I teel that an1 poa1tive step 
nov, leaving out all the t heoretical eoneideratlona 
ot the oultiplier, th1nga like that - I th1nk aD1 
aotivitJ that 1s taken right at the preaent time 
generates more reeover1 and more uae ot eapacitJ 
and core use ot credit, ot poole end reserves , 
than it would at a lower rate. I think we are at 
a particularly strategic time right nov tor an 
additional amount ot Government aotion. 

White: I should like to eee leaa dUoueaion ot t heoretical 
baaea and even ot the ph1loeophJ ot one direotion 
or ano ther, and more ot the specific program, 
because I have the definite feeling that in t he 
bulk ot the program there will be a large measure 

• 
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ot agreement; in tact, there will be euftioient 
agreement so that you could go torward on a large 
measure ot the program. Ther e are some aspects 
ot programs that would be raised by one or another 
that would raise t hese other questions, but there 
are a number ot things that I think everybody 
oould go along vi th, those that have expressed 
themselves be re tonight represent ing what "e know 
to be both points or viev. And these specitic 
programs are the things I 1 d l11te to see brought 
forth and settled on their merits in the light 
ot these various poi nte ot view. 

I don't see why everyone should be so kind to 
Mr. Noble, giving him all this infonnat1on without 
his saying a word. I thinlt he ought t o sa:r some­
thing. 

All I could say - I feel I ' m about three or four 
meetings behind. And, more than that, I vas Just 
saying to Dr. Thorp I have Just come troo a ver:r 
practical bunCh of business men of the Business • 
Advisory Council, who have been telling me in very 
practical terms as to hov to get business recovery; 
and I said to Dr. Thorp it would have been very 
nice 1f I could have brought them up here and put 
one here Just in between us, because ••• • •.••• 

Well, why don't ve do that sometime' 

I thought or that, Dr. Thorp, about the Business 
Advisory Council. I thought toni ght hov helpful 
it vould be, instead or having Juet that group, 
1t you had eome eoall bueineee men 1n v1 th t hem 
and perhaps somebody representing Labor and 
dltterent thought& rather than Jus t to have a group 
representing one philosoph)' or one practical busi­
ness man ' e point or view. As it is, when they're 
through, the:r still have to go out and argue t heir 
other oases. 

But I'm learning, Mr. Seoretar:r. I Just prefer 
to be a listener. 

Has the Business Advisory Council - ie it at the 
point where they are making speo1f1o suggestions 
t hat vould be e1gn1f1oant ror ue here' Or hasn't 
it reached thst1 
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Of course, ther 1re vhollr practi cal in that ther 
want certain epeoi tio - they have certain speoitio 
objectives that they think it put through - t her too 
would like to eee some boldness and perhaps eome 
chancee taken and gambling on the tuture. Ther 
think that it there could be a little lessening 
ot t he - a little more liberal adminietrati on ot 
the Wagner Act or the Wages and Roura, and the 
taxes lessened - 1n other words, take a chance . 
Business takes a chance on an advertising program, 
put s in an investment, they go ahead, and it they 
watch their step they can atop it it it doesn ' t 
worlr.. 

For my own information may I ask, Mr. Noble, 
about the Wagner Act, one question' When your 
Council talks to you about mod1t1cat1ons ot that, 
do they apeak in terms ot their own experience in 
their own plants, or do they just reproduce what 
they have heard in the airt 

Well, as a matter ot tact, t hey don ' t t1nd so much 
fault with the Act. It' s the admini stration of it. 
I think they reel that - even with the small 
bus iness man - there 1a a reeling that t he adminis­
tration 1e not impartial. 

Vell, the regulations too. Wagner blmael t admitted 
that some ot the regulations could be ood1t1ed. 
With the modification ot t he regulations and a 
different type or admin1atrat1on, the Aot i tself -
they can still conform t o the Act and stay within 
ita framework. 

The small bua1nees man 'a problem - thirty percent 
ot the small bue1neaaee have a capital ot leae then 
t i ve hundred oollare - or rather , net worth. 
Eighty percent ot all bue1neeaea have a net worth 
ot lese t han ten thousand dollars. Only tour 
percent ot bua1neeeea have a net worth ot more than 
t vo hundred fif ty thousand dollars. 

I n number ot buaineaaea, Mr. Noblet 

• 
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You mean 1n number ot busineaaaa - these percentages. 

Yea. 

Is it your thought, Mr. Noble , that the business 
men you are referring to believe that if these 
matters were taken care or that you have suggested -
and probably there were a rew others that you have 
had in mind that you have not mentioned - that 
boldness in that direction would result in a eub­
atantially higher level or national income next 
year! 

Oh, wholly, yes . And I t hink that they reel , and 
I think too, or course, there mus t be more capital 
investments. 

How do they propose t o ge t that! 

They don 't r..no>~ exactly how t o get that, except 
there has been some thought abou t - I don 1 t lnow 
that I follow their views on that - about possibly 
having National Capital Banks - that the Govern­
ment and commercial banks mi ght share in the forma­
tion of a series or banks. Some billa have been 
presented, I believe, on thnt score. 

Equity investment inotitutiona. 

That ' s right, yea. But, of course, they would be 
suoceastul only as the management vas gpod. 

Do they reel that the accomplishment or these rev 
things that you indicated, and others along sio1lar 
linea, would ot i tself not be sutrioient to induce 
a substantiallY larger !lev or private investment, 
or do they teel i t would bet 

They think that would do it. 

Then these other things you apeak or might increase 
it still further but would not be necessary for a 
substantially higher income. 

or course, I think I ' d reflect the opinion or 
business men generally - that that would be all 
that vas needed. 

Regraded Unclassified



ifhl.te: 

Noble: 

ifni te: 

Henderson: 

Gaston: 

!:ccles: 

70 

- 57 -

That ' s a de!lnlt e cleavage or opinion, and I don ' t 
know whet her t here 1a an:y wa:y or ocmprom1sing those 
two vi ews short or posslbl;r some turther pursuance 
or the anal:ytlcal baa1e which forma the background. 
On the one hand :you hAve this group who reel that 
1! :you do these things, fix labor, t1x taxes, :rou 111 
go ahead fast enough, that ve 1 ve gone ahead ln the 
past and there's no reason wb:y we can't go ahead 
in the tuture. And therefore , that would presuppose 
a very different kind ot program trom the one that 
has been suggested by many or us tonight, who tool 
that doing those things may help some but not 
enough t o be decisive. 

Ot course, I think the pooling o! knowledge and 
experience i s the finest thing ln the world, and 
I think we should mix up the groupe. 

It would be ver:r 1ntereat1ng. 

That 's what we want to do at this heari ng, Herb. 
I ' m sorr:y that :rou reel that we ' re going to at1r 
up the animus Just on one aide, to serve an:r 
speci al purpose. We are intending ver:y detinltel:y 
to provide a torum there tor discussion. 

That wasn ' t exactl;r my i dea, Leon. I was atraid 
that b:y a mere d1scuea1on ot a progru which w uld 
inevitably magnify the dangers and the handicaps 
or the economic situation we were in, that you ' d 
do more to trlgbt en people and etltle busi ness 
because or !right than you would aocomplish in the 
wa:y ot good. 

I agree with Herbert, in part at least, that I think 
at thla time it ' s too late to undertake to have 
the Administration adopt or recognize an economlo 
philosophy here or what we may term over-savings 
or- on the other side, t hat 's under-investments­
therefore it becomes necessary t o have this seven 
or el ght billion ot new investment and the Govern­
ment must provlde it aoae wa:y or another. I think 
that the hearing l s all right, peraonall;r, that 
this i s a factor , and you are undertaking 1n :rour 
Committee to cover the field and certainl;r tble 
is an impor t ant element: why 1a it that capltal , 
idle tunde, savings don ' t tlov? And :you ' ll get 
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a diversification of V1eva. You ' ll get an oppor­
tunity t o bring out the facta and the figures 
with reference to this thesis or over-savi ngs, 
and you will also gat other aspects of t he problem 
brought out . But that of itself doesn ' t neces­
sarily mean that there i s an acceptance •....•.. • 

Henderson : No. 

teelea : • •.. .• • •• or any particular thesis, economic thesis , 
ao tar. as the Administ r at i on ia concerned. 

Eenderaon : We won't t ake the results or this, Marriner, until 
next year. 

'llhl.te : 

H. !·I .Jr : 

11h1te : 

Eccles: 

I! . !~.J r : 

White : 

H.M.Jr : 

Then you reel, Mr. Secretary, that we ought to go 
ahead - at least t his technical co~1ttee ought 
to go ahead, pushing whatever i to program is. And 
I hope you ' ll give ua another opportuni ty to coce 
with eome positive suggestions which we will have 
in the near future . 

liell , t he >raY I see the purpose ot t his Committee -
that we ought to be ready to give - i t the President 
should ask us certain quest i ons that he wants 
to...... .... We talked about railroad equi pment. 
lfe have worked on a bill to take care or the power 
compani es and put t hee on a self- liqui dating bas i s . 
Roads - I don 1 t kn9w what hap-pened t o that roads 
memorandum. 

Vall, we have it. 

Taxes. 

Taxes, housing, publ i c utilities, and - I mean any 
or those t hings . 

Well, that ' s what ve 1 re going forward with. 

I think the Committee ought t o oontinue. I think 
we want to be at l east ready in case he should want 
anything. And I do think that thia group ought to 
pay more attention i n the tut urs to possi bilities 
ot war in Europe and what we 1d do in that case. 

• 
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We hann 1t touohad that . 

And I think we ' -re got to more 11114 aore P&7 atten­
tion to that, oerta1n17 until the eituation olear• 
up . And I th1nlt that - take the railroad equi pment 
thing, wh1oh 1B an excellent exaJII)le . I aean i t 
there wae a war in Europe, we ' d be called on at 
onoe - I mean what 1a the railroad equipment si tua­
tion, and it would be verr uaetul 1r we were readr. 

Wae there a atud7 made of the freight oar ahortaget 

I kept up with that . the total ot serviced treight 
oar• reached an all-t1.•e low .. . • . .• . • 

I th1nlt it rou gentleman would keep that in m.1nd -
I mean the poseibil1tiee ot war in Europe and what 
1t means - I 1d like to meet with JOU people again. 
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JCi81 OhaWIOeJ, 

!hie tile wae etuote4 bJ Uae 
letter tl'oll tM horet&I'J to 
Ml'. OoonlaJ, 4atecl JCaroh eth, 
attar a 41aouae1on i n tM 
SeoretarJ '• Ott1oe on JCaroh 2. 
!here vaa no preT1oua ool'l'ea­
pondenoe tro• the Raw York Ottioe 
ot the R.A.JC. before th1a letter 

ot the SeoretarJ'• on the eubjeot 
ot Depreee1on quaat1ona. 

Belen Pope 

I do not know whether Kre. Farrell 
takea oare of th1a rue or if 
1t goe1 to Mra. Saall ' a f1lee. 

J'r0111 liR, llOn"'aLD 

I' •• 

.. 
I . . 

' 

• 
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Xr. E. T, 0 1Dan1el, 
V1oe-Chatraan, oo .. 1,tee on 

StudT ot Depreee1one 
lat1onal Aeeoo1ation oi 

Kanutaoti.U'ere, 
14 Veet 49t h Btree,, 
lev York, Rev York. 

Dear Mr. 0 1 Daniell 

Your repl7 to BeoretarT Morgentbau ' • l1et ot 
queet1one arr1 .. d during h1e abeenoe tree t he 
Departaent. On h11 behalf, I ebould U ke to thank 
rou tor the material vhloh ve v1ll find ••rr help­
ful and vh1oh oorrelatee vell vlth t he vork ve 
ban been do1ng here tor the Beoreh.rr. I eball 
turn rour letter and the anevere to t he queat1one 
o•er to the 8eoretar1 vhen he returne next veek. 

Terr trulr roura, 

~ene 8, Dutt1el4, 
Au1etant to t he BeoretarT. 
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~ta.......u-oJ~ 
., ~~~• ... ,..._. nn•• .,. •• .., ... 

(! 

( 

H.,, . H ru·:,· Jd. . r.tnrg .... nt.haU 
T~ reury tepr.rtment 
t Hltin{;t'ln , J: . C. 

fctr ~- Secretary: 

..... . Coonley , .•reaiden• or tle Aa.tio.lll.l /.3eo~1 ~ ~Otl or 
m::::-c. ... ~ure: .. , :" .. !'arrod !.o t.h• .A .... roc1f'tion ' a ""~1t.t.oe >?"l ~be S~tr;· 

l" !.errr.=~!·:mn your letter arUrot; sc.trer"l Si"'ftcl+"i q,,_.r!1C"n~ .:or..ct-:-u!rf 
.... ~e#' :r.tr t.h!~": hAd &.p.,.aroc! in !.he eo-! t • ' :- pt~rt. 

'!hd Coemit.t rlqa•t'"ed thfl t::-1' 1 in Vif''" of h!e et•CT,dcn('t 

t ·~ c~ufe~enco in your orrlce Uarcb 2, ftn4 b c~uac he i a also vice­
C'l':.ca1r-...Jln o!" the COfllllit.le•, to n:ake a C:e;t.l!1-4ed r rply, upon bebclr o!' ~hll 
C1mai'"+cc t o your totter . 

I regre~ t.hiJt t.hi« reply haa bte 1 ao lvr~ delL,.:ed , tut. , rl~ 
y)\1 t.ill npprecill+:.e , thorc. ie inevitcble dulc.y in rc•ion r•-l!u...ting ~"rom 
H·e: n4cc.c::ity o .. conf•rrin& 'lth eomitteo ac::.bors 11nd co::UU:t::.nt.tt . 

It &1Yer •• are~t t pleaqL,... to !"'Jt:alt !? ~· u 'h r~"...a.cb:d 
r.lp!le~ to the e.everal que:-.tiona ll:toc. 1n !.he ctaor odta a~"'~a-pe.n;-!r.r, 
7'l'tr let."e.:- . 

't'he:5e ropllea auet , llr . Seer tery ~ te con~!CereC a~ t.hu vi .. -
p,lnt onl~t of the ['lepreerlon ~t,dy COIIIIitloc.~,; "' N.ve w.ieheci to c.vo!.d 
the further dol.6y ~hiuh would be neeeso6!1' 1! each of tho dotr.i~eci ennora 
•·•• • to bo rcvio•od by tho entiN Board or ~iroetora o~ the Ascocia\ion . 
rr, ho~uvcr, you ~houl4 dec1rP. to have th ~ttuchod ruplioo revie•od nnd 
acted upon by the llonrd or tirect.ora •• thdl bo ettel to ~0 crrnngc • 

..... 
Comaitt•e ~n f•UL. of DepreS$ione 

!VO' P:n•b 

tr ,.. 

-
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QU11fl~ l 

~· tbe .Uoooio.ticm U7 oto.thttod rtlldioo wbiob traoe the relo.• 

"""' ' 11' c:;r, betwen bQIU..oo o.otbity &ad the trend ot oitlwr emou ro• 

""''' or Federal expeD41t\ll'oet• 

At tho outoot it auat be oboor•od that tluot\llotiolll ill the •oliiH 

78 

ot b\!Sinou 11hiob in 1toolt h a o•pooito ot a voat Ml11 o.otlrltioo oannot 

bo oxpootod to tlo. 41rootly troa any oin&l• oau••• fba I. A• K. roooeoiaod 

thio ill ito etudy ot Doprosoiono whon it liotod a oooo14orablo number ot tao• 

tore wbiob oootributod to the doprouioo ot 19:58. It ohould bo oapbalind 

tbot 1ft tho opi.llioo or tl» 11. A• K. drfllo-Dto 1ft tho -bor I!&Dk rooonoo 

( aD'I Federal upen41 turoo oan bo oona14oro4 only ao ocmtributot-y &ad not noo• 

u oarily as d'*ilw:lt oaueos ot tho oontraotion in production and ""PloJIHDt 

llhl.oh dovolopod in 1937. 

In oonl14trin& tbe •ttar and ill oo!1oludin& that d.,..olo-nto in 

reaerTes ed expend! turea were oootr-1 bvtory to the dtpreea1on. the I · A. L 

&Dd the J*)ple 1lbo worked with the x. A• K. had betore th•• ot cour••• tbl 

atatiatieal reool"da ot •aber b&Dke ' exoeaa rea.n••• utt detioi t oa.ah ex• 

ponditureo ot tho Fodoral GonrD~nt and tbe .olwootrio rooordo ot buoillou 

aotlrlty. All ot tboao rooordo aro oonolliiDtlY obtainlblo f r011 tho Fodaral 

RutTYo Boud. """ ot t- aro rocular!y publiohod by the Soud. For IJ:Uplo, 

t ho rooord ot '""""' &ad roqui.red ro11n01 appoaro in diar,Taa tara on paso t8 

or the !'odoral RIIITYI Bulletin tor Pobr\llory, 1939. fho YOlwo• ot ind\lltrial 

production &ppeU'I 011 pago 97 ot tbe IUO 1U\UI• Diagr&lll Of tho YOlWIOI &ad 

( kin4o ot bonlt orodit appoar ill tho Podoral Ro11TTO Bulletin tram tiao to tiao 

and aro alto oo~~Yollictly 1uppl1ed ill tl» book ot Fodoral i11an• Ch&rto ool4 

- 1 -
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by tho Board of Oo.,.ruoro Of the Fedord Ruor-ro Syatoa tor SOl• 

A atudy ot tho not federal oontributiono to oommunity oxpood1turoo 

w.o prepared by J.rthur D. Gayer and raad before tho .Amer1oiUI Eoonoa1o Auoo1a­

tioo oo Deoo:ber 50, 19!7. Tho data wore oubooquontly publiabod by tho Aaer ­

!c&n Econocaio. Alaoo1at1on. Varioua other a.ual.yaea ot the .... aort ot Mter-1-

al M.•• been a de and the reeulta ha-ve beo0111e £•n•rally &Tailable . Por o:aaple. 

1ft tho TtDea AnD&l1ot, o1a1lar aorta of rooorda have boon diaplayed t ram tiao to 

tim• · 
The conolua1on by tho N. A. K. Committee that developments in exoeaa 

rooorvoo and expenditure• oontributed to tho 19!7-SS doproaaion waa roaohod 

thro\l&h a otudy of tho abon duoribod data and throu"' oaratul roa.sooin.& about 

the. Thua tho ton,.,..ntal poUoios ..tdoh ruultod in inorM.oinr; tho ruornl 
I 

r_!3u1r•d &&ainot dopoli to by tho aoaboro of the Fodord Ro•orvo Syst..,. and ""t:h 

rooultod in tho otor111sat1on of i=portod 5ol d Tory definitely contributed to a 

ohr~,. of oxooao roaorvoo of tho member banka . This ahrinka&o io apparent in 

the oh&rta &bOTe o1te4. Whether or DOt it •• oithor necessary or wise.~ 

polloho did, in faot, rooult in a nry aubotutial Uquidat1on by bmlto, par-

ticularly in tho New York area 

ll:xplanationa provided by thooe fu1Uar with bankinc •tters in tho !lew York 

area oot f orth that !low York banlta toward tho end of 19!6 nro taoinJ a litua­

tion in ..tdoh they mi&)\t have to borrow at tho Rosorvo Bank• · With their ro­

aervoo l.mmob111•od and tho1r oxpana1on t hrou&h 1101<1 imports prevented and with 

tho 1Dor.aaoo of ourroDO)' 111 o1rculat1an and a withdrawol of funds troa Rew 

York no.--lly to be expootod durin' tho wiDtor oM.oon, the10 baDl<:o wore tao1~~& 

a a1t.at1on ..tdoh r oquirod t bea olthor to liquidate .... of t~o1r a oooto or to 

ropl oDiah their rooorvoo throu£b borrowin'• 1D t hio bol1ot, thoy ohooo tho 

tormor oouree. 
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%be Ollll rooulto ot tho 11 poUoioo 'bJ ~ Oonr.tot ...s b:y -·•• 

1

lli roootion to the &O",._,v.l poUoioo wro tloo.t the ro.p14 1110roo.ooo 1A 

bf1>k ort41 t o.nd bo.Aic dopooi to wldoh he4 boon 101111 to"""'" wro t.r~~1Ao.to4 

ODd ll1 their pl&ot oontro.otiOG o.ppoo.ro<lo 

In tho •ttor or rl<loro.l apc<lituroo, it .,. bo oboornd that tho 

~Dt ot tho Bonuo rooulto<l ill the olnation ot the not oo.oh <liobnro-oto 

•• ohom by Or o Gt.:yor'• otudy to o. ro.to ot o.pproxiatoly te billi011 por ..,.,.. 

in tho middlo or 1936. 'l'ho ·- ti guroo indio a to tlut.t by tho opr1A& ot li$7 

tho JOOnthly o:rpendituru lut.d to.ll111 to o. lo'<ol wllioh ropr11111tod o.n OZIDIIIl 

rate ot appro:dlatoly t &OO ailUon. thio roduoticc, aortO"I'or , •• broupt 

about in larp ao.ourl bJ the iJOpo.ot of biP, t&ztl Of 0. D&tui'O 4iooOur&&iJIC 

to eterpr'l••· 

1'lle r • .t.. 11. dooo not hol4 ....,. britt wii&V.ono~ tor tho bolio.t ~ 

that doticit oxp111dituroo or tho &onrnaont oonotituto an ouriroaoont contrib­

utory to ooonoaio hoo.lth and buoiDoll proopority. .... .. ao.ttor or to.ot, in tho 

op1oo4o oito4, the prl.Aoipo.l error probo.bl:r lay ill the oxtr- oll'<&ti011 to 

ohioh o:rpendituroo ftrt puoho<l in tho aid<llo o.t lU6 troa wllioh tho oubooqlllot 

oOIItro.otion I'<Olnd . fbe 1 oupor-puop-priainC" or li$6 prOTido<l .... o.rtitioi&l 

otiaul'lll "llbich lo4 b'llliDIII o.o o. -.t~olo o.nd ooapo.llod indirld~~~ol ontorpriooo 

1111dor a .. potitin oonditiou to indulp in inooUIId pro.otiooo o.t 'llbioh o.oo...,.la­

tion or IXOOU innntorioo -· .... iaportant .toaturo. 

Gi'<lllo bo ..... or
0 

the OOIIdition Of IXOOIIin puop-priaillg in 19$6, tho 

rlol111t withdra•l ot tho otiaul'lll oontributod to tho produotion ot doproooion 

ooaditiono . It 11 wlloll7 ...,.oo.oonablo to ouppooo that ooddan oho.npo in -.pl­

tudoo ot t 5 billion to t4 billion ill __..1 ratoo in tho •gnltado ot <Iollar 

ino-• oo.n bo Ulldortakon w1 tbout produoillg roporoUioiOGO ill tho ooonoa:r u a 

whole. 

-
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81 
fbi• roprooento, in brief &Dd o..-.ry t&lhionJtho kind of atatiltio~l 

data 'llhiob •re ooneidorod and tho kin4 of reaooni~J& about tb ... by meant at 

Wbioh tho No A· Ko roaohed tho oonolueion that railin& at roltrYt roquir .. ent• , 

ateriU&ation of &Old , &Dd drutio inetoa.d of r;ra.d~~&l roduotion in Federal ouh 

u :pondi tureo woore ..,~ tho "-diato taotoro preoipitati.D& tho 19$7-18:18 do­

prulioo• It 1o apin to bo reoallod and a.pilal hod that the 11. A· 11. otud,y 

c-ittee doali.D& with the .. •ttoro io ooaYineod that buoineu doprouiono 

uo o010plox ph•- reoul tins troa tho intoraotion at a mDltitudo ot oooiiCIIIio 

t .. aes , A otatiot1oally prooioo rolationohlp between a dooline in buoineu and 

.., antooodont •hoD«• 111 but one or two ooonoaio taotoro, 11, theretoroJnoitbor 

to he oou&~>t nor upootod. In ito judpoJ>t, hawnr , tbo •ttoro ucdor u .. ue-

11011 111 tbl preoodi.n& po.rar;raphe wro t.portant o011tributor y ol-nta. 
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" In connection with po.ro.sro.ph {•) o.n4 the rol.atod matter on P"&• 

21, perasraph 4, how liUOh illporto.noo doea th<l .Uaooi&tion attach to Govern-

..ut exponditurea &I bua1ne11 atiaul&ntat• 

~ 

{1) Pt.rt.sraph {•) em P"&" 23 or th<l O.proaaion Study 
Committoo report, to which tho tirat rororenoo io 
made , ree.da1-

"Tho prinoipo.l immediate taotoro which preoipit&tod 
tho oconomio collApse ot 1937-1~38 woro :-

{1) GoYernaont acto oaob ot whioh ooperately 
aiS)rt ho.n boon doair&blo it dona at tho 
proper tillo , but which were doao at tho. 
""""' tillo and 1n tho WI'Oil& ~, partic­
ularly When their ooabinod ottect io oon­
ddored • • -

{o) Draotio instet.d ot &r&dual reduction 
1n Federal cash deficit expenditures .• 

{2) rho JO&torial on page 27, po.rauaph 4, to which tho 
second roterenoe i a made ree.da: -

•certa1D non-~ven::.ent ta.otora , coupled with the 
&OYtrmNnt&l taotora already diaouaaed .. also exiated. 
prior to tho 1937-1938 deproaaion, and contributed 
to tho ntreaely aho.rp drop 1n product1oo and oa­
plo,aant durin& th<l 1937- 1938 doproaaion. rho 
pr1no1pal non- &OTernaental t&otore nre •-

•••••• 0 0 ••••••••••••• 0 • •• 0 ••••• 0 0 • 0 • •• 0 • 0 ••• 0 •••• 0. 

0 • 0 ••••••••• 0 0 ••••• •••••••••• 0 • •••••••• • ••••• 0 • •••• 

(') roo roa.dy aocopt.anoo ot apperont effects or 
t•~•rDBOnt spond1nt polioioa , and makin& 
buaiDoaa calculation• thereon; in ~y 
ina-t.a.Doee. aorearer • 'buaia»tl deliberately aought 
so~....,..nt t1no.noi&l aid . • 

82 

Tho effect ot 4raetio reduction 1n Federal oaob deficit expo.ndituru 

under oertain oond1t10DI 11 oontidered in the anower to Quoetion No . 1. 
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'!'be proo~mt qu01t1011 d"'le 111tb tlw rel&t1ooob1p bot...• &OY•r-llt 

1pond1nl (deficit epelldiD& &I referred to 1D paravapb ( 1 ) &114 b"o1nou oUIIu• 

laUon• 

It 11 Ollr Op1niOD th&t t!w OOt&blii-Dt or OODtiDII&DOO of 1110h O&lh 

dotioit expenditure• •1 &t u:t poiDt ot thoo b1101nou orolo ho ... 111 ottoot 

liP"" biiOino" aothit;y. 

I t 1a &l•;yo & qu .. tiOD llhotMr inoroued publiC opondin1 111ll bo 

ottut •• or ••re tb&ll otroot · - by dooroaaod private opoDd1nt; tho .. 111 

probl• 11 .t..tber a110h dotioi t opondiDt will otillul&to buo1noos aoti<rit;y in 

I. t1JI!I ot depre11i0De 

1Je bolievo t h&t fluotuationa iD &O<rornMIIt o&oh deficit oxpandituroo 

h&YO a lillited 1ntl....a4o upoD obort t ol'll tluotuati.,. ot lnaaiDoas &ctl'ritJ, 

ptrtioul&rl;y 1111011 produot1Cil 11 &t l ow lnola. Tho ottoot bocoua inoroaai"'l 

l !Jdt od u it ooDtiDuoo to bo ..oed over o. loD& period of u .. , for 

rtUOD.II 

1. Ordi~~~ril;y ouob apondiDg 1o ottootin aoatl;y w1tb1n tbo 

ar.a ot ooneu.era' CQOd•• 

2. It 10h "P oo\DtoraotiD& torooa, a1noo tlw olll;y tuDda thoo 

GovomMDt hu to a p&ll4 aro raiaed oi thoor bJ tuatiOD or 

by publio borrowin&• Both ~·• reperoua•1oD• on b~•ineas , 

tuoo t ondinl to bo dotl&tiOD&r)', w!Ulo pul>Uo debt ox­

~eian arou111 appre~n•iaa.. 

Z. Buainua \DCOrt&iDt)' 11 oa..oad by o110h &on......,.t opoDdinl 

oiDco neither tho dur&tiOD nor tbo 0110\0IIt nor thoo raoulto 

o&D bo oo\Dtod "po" 111th &D1 d•V" of do/illltonoao . 0.. 

o/ tho Dotablo toat..roa of tbo U.riom .. ......, duriD& 

tho period of Fodor&l dotioit apolldiD' baa boOD tbe ab• 
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senoe of no1'10&l vol .... a ot long-tol'll undortalcilll;e by 

bu.eiDOSI BIDe 

4, Lonr; continued 1\0VOrtlllont deficit o~ndinr; bocomea ,. 

aouroe ot veat tear uon& thoae lfbo ,., uld ut.e to 

wse money but GUD.I)t &•t it, and , t "f'U aore 1aportant . 

a:10nr; thooo Who lw.ve .onoy to ill'feot but retrun traa 

investinr; it . Thil ia . t rue because ouoh a~ding 

beco=ea the b&aia for achamea to put tho ~ovor~ont 

i nto co~~tition with businoso and to extend ita 

aotivitiu in various -yo. It ay aloo load to oon­

tiacatory ta.xatlon , currency anipul&ticni , aonetary 

depreciation or debt repudiation. 

84 

Olloorvetim ot .,.,.,,, ahowinr; tho uo~mt ot not r;overnunt o~dinr; , 

in oomparitlon with buaineao aot11'1ty ahOwa a. very 1rro&u.la.r relation between 

t ho apendinr; and tho level of buoinoso activity. Tho limited nature of tho 

ttYoral • boomlet s • Wbioh h&Ye ooourr·ed d .noe 19&$ IDily be mentioned in ev14enoe. 

!'he practioal #probl•• ar1s1n& out of theeo oon.eideratlona 11, or 

couroo, bow to reduoo do!'ioit o~ndituros in a • Y ...,icb will ba rapid eno""' 

to .. old tho proo~ot Of intlatiOD, s uob U appeared in the middle ot 19$6 but 

Wbioh Will be suttioiently r;radual oo ao not to contribute to buainoao reoooaion, 

u ooourred 1n 19S7. 
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It 11 b1l1wo~d tblr1 il no 11a&l• qu&Dtit&tiYo •oaoure wbiob oa8 

tttabUob tbl uporta8oo or ea1y .. 11oy oolllliU0111o .. aro, bo'tiiOYer, of tM 

tollo111n' op1111ou • 

l o .. I)' •CI1oy o011clitiau aro Dw.er a"cl•iutin&" 

eo•.!o faotar 111 t be e11t1re buineoo o1t,.t1011• 

luoh o0Ddit1ou aro ~oolYol a ro1ult or buoiUII 

0011cli t10111, 1b0Wi11' tbo ).aolt Of cl-..cl far fiiOdl o 

Zo !'b.o ability to obt&U 1- M)' otte11 bo ••re aport&Dt 

tba11 tbl i11tor01t ratoa o 111 pariocll of """re clepreo­

oio11 tbare •Y aot,.lly bo noithor ability nor clooiro to 

obtain f'lmdl clo1p1te tbo asiotonoo of yery l01J intereot 

rat••· 

$ , 1Dtno1t ratoo •Y bo oo l"" a1 to cliaoourap thritt u4 

r·e4uae iJinet:.Dt . 

4, 1Dtoro1t re.too •Y -- oo l "" u to oripplo tbe ooatry' o 

tinanoial 1Utitut1•• by ro4""1n' l&f'Di.ql , u a reault of 

41tf1oulty 1n tinclinl 1\lit&blo louo aDd inYoa-to, anc1 

obt&1ni111 lowr yialclo tberoODo !'b.h OODcli tiOD toDIIo to 

de~ reoOYerJ• 

6. 2'b.o eo011.!o aporta80• of ••Y .. noy oo11111 tioiU YU1o1 1n 

" 

41ttoront l.lllluatrioo. !'boy aro iJ1pOrt&Dt in tbo b\lilclinl 

1114Utry. 111 pto!>lio ll'tili til•• and 1n a r .. otloor 1nduootr1ol 

1n wbiob tbe capital ollarpl tor. a lU'p part of t be oporat-

1111 oootl of tM I..DduatrY• lD -' tiolcll, bowoer • intlron 

85 
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ooeto are 1nat t. aillor lt• la ope"' tia& npeueo, 

henoe ot.oy aouy ooodi tlou do aot plt.y t.D laportt.Dt 

role I.Jl oti.INlt.ti.Jl& bwoiaeu aot11'1ty, In ,.... ..... 1, 

bOWTor, it •7 be ott.ted tht.t euy -y oon4it1ou 

t.ro helpfUl t.Dcl otlJnJlati.Jl& to bwoiaou 1t they ooour 

Ul1dor auob ooadltlono u will peralt bwoi.Jleu to .U. 

use o/ tho IUI1do at tho ratoo t.oko4o 

"\ I 

lfe attaoh nry little 1Jiportt.noe to euy ao"'y ooodltiooo u tbt.y 

8t 

o:dat today, ei.Jloe their o:dotcoe aarke the /aot not only tbt.t 1>aDic """•• 

aro .,,,.uln, but tht.t tbt.r• h little d&MDd tor IUI1do to be uaed 1a buolaua. 

- ' -
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0 11&1 tho .Uooo1atl.on "217 • wdioo traoinc thoo offoot ot thoo ..,,,.... 

act'• tan~ p:r1ot polloita! • 

(Dr• coulter 1 1 otat-nt •111 bo uood aa tbo b ... o ...,._, bo 1o M• 

lAc aoked tor tho aourco or all l\11 atat1ot1oo to peno1t cbockioCI prollaiouy 

oboclciog wbore thoo oourooo e.ro lmcnm 1odioatoo tbot hlo otat1at1o• aro oorroot. ) 

Ertonaln study ot agr1oultural data disoloooo that, ordi~ OYor a 

oonsidarablo period ot reasonably nonoal yoaro , ourtailllont ot production 

(whotbor roduotlon 1o aoroa,.- t.JOcl nl8bor or an1 .. 1 unito or roduotion in :yiold 

of producto) boa led to UJift"d adjuatloent in prioos. And oontarariwioo , n· 

pandon (or iDoroaao in :yield) haa lod to do...,_,.d adjustment. Tbh oo..,lulion 

II conditioned upoc no aubotantial oM.nco 1o n'""bor ot oonoU8oro, por oapita 

in ao:otu)' 'f&luoo, and a hoot ot otbor taotoro , - 1·•· , other thio&• boio& 

tqal. 

It dooo not follow lr• thlo tbot a tallio& ott ill qu&l1t1ty of pro-

ducts re•ult• 1n a proportio-.t. prioe ad'r&DC-t or tbt.t ta.nD 1nooet ia v ... ter 

booouu or tho hil)>or price. .!Ddood , oxtonoh·o otudy or thll partloulu poiot 

dilolco01 that on tho wbolo , tanoora OYir a lone !*'iod ot )'O&rl buo roool-.4 

• 

a larcor ino0111 tr .. lu,.-r oropo (or other prod..,to) a t lowor priooo than tr .. 

IID&llor oropo (or otbor produoto) at blchor pr1ooo, or oTel> -~ .. q...,tltioo at 

~:~tdi\111 prioea . 

Booauao or the natlll'al ooon..So l aw of ouppl)' and d-d Wblob opera­

tid ,.utoaatioally to inrluonoo produotion (and in turn t.> 1otluoaoo prieo --

• 10 • 

. , 
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•ot•l turlAr; ordiD&r)' or rou OI>&bJ.1 DOl'Ml period• of tae, tbere dornloped 

..., ,.rort-to, ill• tOWI4od billet tbet ~ duirod a4juataeDt 1n fU'"ll ino_. 

oould be brOIIIIit about 1D a linr;lo oo\Oitr)' ouoh u tbe llh1ted statea .. roJ.1 

bf , ... ,.-otal adj111tllonto 1D balio wdto of ap-1o11ltural produoUon ouoh u 

' "'''" dtfotod to oropo, n•ber of &Dillal \011to , eto . (or by f,">YOl'DlHDtal ad• 

••otaonto in tho prioo otruot\ll'e) • 
• 

fbiO sonoral theeil wao widely di1011110d during tbe 1920's and fOr 

1
outloal reuoDt •• aooeptad in one to,.., or another by ... jor political partieo 

~· tbo llhltod Btat01 d\lJ'iDt; the oaapaifP of 1928. It led to tbe paooap of 

i he Federal Farw Board ~ot ot 1929 and later to tho pauar;o of tho tir&t ~p-1· 

• d tllr&l ~juo-t ~t of 19Sll , and a aer1oo of other agrioultunl acto ex· 

tondiDC trc. 1813 to d.ate . two major dopartur01 are to be noted hero• · 

l o Tbe 'ovo...,...nt would au•• roopcclibility tor direotlAg 

adjllltllonto in prod..,tion and in prioe (dilplaoiDg 

natW'&l economic l e.n) . 

2. ~ attempt would be made to apply durin& extraordinarily 

ablllonoal t1JR01 (wbon many other d1oturb1ng foroeo .... ,.. at 

""rk) tho oillple pr1Do1ploo wbioh prod..,ed a d•&r•• of 

oathtaotory reoulto lA norwal tt.•• J!#nnr ettioiontl.1 

or aoo\ll'atol.1 the natural ooonaco law ot oupply and demand 

operate• oTer relat1Ye lODS period.• ot ti..IM ~.mder •pprox-

1Ju,tol y nonoal oondit iona (takin£ aooount of population 

oban&••, de-.elop~ent ot aubat1tutea., ohantc~• in oona\lller 

pr•t.reDOtl, .... and per oapitt. d..a.nd, - - ohan&•• in oonl\111141' 

bu.yin' powr , oha.n&•• in •oueta.ry 'f&luea t.nd other factora) , 

1t now •••• pertootly oloar tb&t .., attempt to adjuat !U'"ll 

1oo,.. tbroup fPTO"""ont (or other) oontrol of prod""tion 

- u -

Regraded Unclassified



I, 

or priooo durinr; a:tr- doproooicm or - poriodo 

.,..t rooult in f&ilw-o. 

89 

All oDainltiOil or all anilablo data with rotorOMo to oconaaio 

ohiDSOI durlnr; tho laot dooado ,, .. , to dioolooo tb&t ouch roccvor1 ao hao 

token plaoo in tho OCODCIIIiC petition or AlloriO&n auiou1turo (&lido tr .. ft.nl 

dobto , tarm toxoo, aod ocmo other opooia1 phaooe) ainoo tho depth or tho 

worldwwidt depreeaion: 

1. started with 110.rld""Wide oooDOIDi.o recovery. 

2. Pror;rouod in tho .... dirootion and r;onor&llf &t tho 

aAM rate . 

s. Wao not intill&t&1f rolatod to opooial r ..... pror;rua to 

oootrol production . prioe. t'a.nl inooae . eto . 

o&. tnaore.r as related to thea• control ••uurea, agrio\ll-

tura1 rooOYory in tho moitod Statal wae interfered with 

and in oomo oaoot dot1nito1f h&mporo<l, delayed, cr pro-

ventM . 

'llo hove horo pointed out (1) tb&t 1\lOh tOOOYOt)' u hoo t&kon paoo hao 

oubotantia11f t ollond natian-tdo and 'IIOrld-1114• r oconry, and (2) in &onoro.l, 

thot t&nl proumo b&n aoro otto~ hindorod, dol&)'od or provont&d rooovor7 and 

hon intortorod with r;onoral national and 110rld rooovor:y. 

!1>11 • ...,,and,. 1o intmdod. to do&l onlf br1ot1fwitb tho pr.rUoul&r 

&ctiooo t&kon b7 the national govo.-t in tho Qli to<l Statoa duri~ tho ...,,, . 

doo&do . Tho outatr.ndinr; aotiona t&koo tall pria&ril)' 111 thin tho follcwinr; 

r;roupeo 

1. Tho Fodoral F&t111 Aot ot 1920 &i<lod in tho mr.rkotinr; or 

\ 

at&plo tara caomo<litioe throur;h apooial ar.rkotinr; 

a,enc1et 1.11 euoh a •&Dntr at to hold pr1o•• above &ettor­

&1 world opon market lonll. 11bilt tho s-di&to rooult 

... to brinr; oa.nbat biGI>ar pricoa to Aaorican producora 
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tbaa t~oe:r ...,uld ~...u. II&•• r eon....S """ ~ 

t•po,....u:r to aiDUU a o--.t hiper .ru. u­

•-· the lcm"""'"' reoult aa to eu.ul&te toroip 

r .. ht&Do& to AMrio&A prio••• Ill tvD thio .,. • .,.... 

apd torei&l' expauicm u tho prod,...tion ot le&dilar; 

etaple tar. prod,., to, -- llpiOi&lly ouoh oropo ao oot• 

ton, wbeat , oorn, oto. It ••Y bo o&id that roroipl 

oountrieo wre alrudy onr;os•d 1n o\ll>et&ntial exp&n• 

eion 1n procl...,ticm ot thooo o-cl1t1oo tor othlr roaoono 

agoh u at-t•pt• at aelt-oout&.iJmtent, provu.a ot oation­

&1 clotonH, eto . It 11•• apporont that tho polioy 

acloptecl 1>7 tho Uldted Stat .. , at lout, otU\Il&ted ancl 

ooowra~ toroip reolot&Do• apinot b\l:filar; 1n thia mar­

ket and further oxpanaion of prod\lotlon in other parts ot 

thl worlcl. 

~t tho eaao tiDe , tho polio)' adopted in thio oountry tended 

to enooura&e do.eatio re a1atauoe asaiDat deair.ble local, 

TOl\lllt&r)' or nor.al proci\IOtion acljUit&anto 'Oilioh orcllnari-

l:r ...,\lld b&YO ta1oon pl&e•• Ill othlr ...,rclo , 1 t toodod to .,.. 

ool8'&p AMrioon t&nooro to oontlnue prod""inr; at t\IU 

oapeoit:y or eTon to expand procl,...tion 1n tho holiet tblt 

•-h"" tho naticmal pYO,..nt 110\114 tlncl a w.y to hold up 

prio .. or ac!T&DOO priooo oad thUI rain tar. iDO.,.. to hir;hor 

lonlo. It oho\lld bo notocl horo that tba Fodoral Far. Board 

oomtantl:r appealed to tanoore not to oxpancl , b\lt rather to 

o\ll'tail procluotion, etatinr; that otherwi•• tho higher prioo 

1..,..1, ooulcl not be _.utain&do 

- 11 -
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2. In Ti" ot tho o<aploto ooll&poo of tho pr og .. o at­

t•ptod by tho J'adoral Fano Board an4 1n vhw of the 

world-wide doproaaion whioh had dOTolopod batwoen 1929 

and 1932, tho national r;oTO..,...nt 101dortoo1< in 1953 to 

denlop a produotion control prou... (Firat wu adop­

tion ot the Agiolllhral Adj.ataent Aot ot 1933.) 'l'hia 

control provu a-S..d not Hrely to prnent d~eatio. ex­

paneion, but to bring &bout aubr.tantial ourtailment of 

domeatio produotion, the purpou boinr; to attempt to rt.ilo 

tha prioo levtlo It -• hoped that with ourto.ilod produo­

tion and hir;hor priooa tho r..,. i.noo .. •ir;ht be 1.mporvod. 

Bvt tb11 prop-ta ba4 eTc aor• dill .• tro\11 etf'ecta upon 

aerioan auioulture than tho prooodinr; progaa. 

(a) Por olr;n b~>yoro w ro oven lon ablo and willing to 

pay Aolorioan priooa , 

(b) Foroir;n produotion -• oXJlandod onn ooro rapidly 

than durin' tho earlier period. (Again thia my 

han b .. n partly att.ulatod by prO&J'UII ot national 

deten••• aelr-oonta~a:t, eto.) 

(o) Vol,_ ot .xporto daolinod onn .. ro rapidly than 

before ao that ovon wit.h o..,.tailod produotion in 

th11 oountry, moro burdenao.e eurplueee aeoUIIIulato4. 

(d) O..Oatio conauaorl wore oven leas able to pay tho 

h19>"r prioea • 

(e) Frog .. ot production ourtalt.oot reaultad in incrou­

ing the nu.her ot paoplo un•ployod , and opportuoitioa 

tor nploY~Hnt wore p-oatly ourtailodo 

91 
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llltotar u tboora ..., iltpro .. -nt 11> tboo dcaoa~o a1t­

IJ&t1oa, it ... , ole&J"l)' a part ot tha world-wide !.prove­

act, but lo.&&ed bellil>d world""'''idt ilaprOT-ut beC&WJe 

ot tha .. thodo uaed 11> &D att•pt to t.prOTe ooaditiona. 

! o The tb1rd outot&ndil>g effort OD the part Of tho national 

g ... eraoent waa to ro.ioo the doaoetio price level above 

world prioea , - 1D an ettort to 11\ore&oo tann income . It 

Centered around the poliCJ' Of a&ldn' lO&Dt on otaple f&ra 

produota (without reoour .. ) . 11111lo in '""'e oaoea (tor 

ohort ~rioda) Wa polior at-4 to 1\&YO detinite •rit 

(auob ... 11> tboo cue ct the l&l'l)' lO&Dt -"· to corn vow--

... ) the next result ct the provaa to date 1\&a been to fur­

thor rot&J'd dOOMstic avicultural iapro-.-nt. Cue to a 

oorioo of drou&ht )'O&rO in tho cern and wheat belt tara 

prices iaproved. Credit tor tll1 a ilapronaont •• clo.ilaod 

tor the loana-without•reoourse . It would appear , hO'W!n'er, 

tb&t i .naotar ae f'e.J"JJera reoehed hi&twr prioea , or aeou.re4 

Ut&tOr t ara inOOitO dUO to bi&}ltr pri oe a, these nre entire­

ly becauae of abort oro~ ruulti-..g rr .. drou.&ht )'O&r• added 

to the gomoral world""'''ide recoftr)' ..,,._nt. Where drou&trt 

railed to bring about .. curto.ilaent ct d ... utio production 

(aupplo,.,entary to produotiOD control progroma) the lco.na­

witbout-recourae led to t~ aoou.~latiou or tremtndoua aur• 

plue reserTOI 'Whioh in tiao brouEht abo,,t lonr taro priooa 

and t&J'II 1nc010e rather th&D M&)>er , th\11 rcrcinr; tho r;c•orn­

.. nt to be ,.......aible tor a tr•tndo\la oarry-oTor and to 

92 

• 

-.to npple100ntl.r)' po.,.anta to produoora 11botbor for curtail-

- 15 -
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•at of prod..,ticm or to ovppl- tM arket pr14o. 

' • 1o fllrthor flit....- of tM prov .. wldoh Ml ooaet&Atl;r 

IAtorfored with tho utwal ooon .. l.o len of lllpply u4 

4.-ru\ aDd wbl.ob bl4 in llind ..., effort to improve tho 

priot otr~tvre (or to inoreaoo ~ol ... of oaloo) in tho 

bopo that f..,. inooae 110uld th\11 'bo inoreo.sed , boo oontored 

o.round tM ~10111 prop-11111 oonduoted 'by tho Surpluo c.-o­

ditioo Corporation. !hoco pro~• obould lo.r~ly be olaooed 

aa IUJ».Pl•enta.ry reliet M&l\11"11 • 11h11e 1D aa.e local iD• 

otanooo tMy have 11-d to 'br~ t•porary u4 looal 'b ... -

fito to -11 p-oupe of tanooro and on tho othor oido ha•o 

oupplleo of porioha'blo produoto to roliof olionta, tho not 

rooult -y have boon to !.JQ,.... tho pnoral prioe otruoturo for 

93 

tho porioha'blo oOIIUIIOdity p-Oup t.l t. '111\olo . lt il doubtfUl 

'IIIIo thor muoh ( 11' any) wao added to tho farm inoome o.r the 

oountry, altbOu&b lo.rr.o lltpon41turu of publlo tundo """ mad•· 

6. !he fifth p-oup of aot1Tit111 in oonnootion 'llitb fo.rm prop-Nil 

oontored o.round tho dnolopoct of ...,.keting ap-ooonto . In 

•- wto.no•• thoso Mlped to dndop tho ,_oral growth of 

tu.tra• ooo~rati'flll 1Jl ,_. iDitaDOtl they aeae4 to lDWr-

foro with that do·nlopoonto QoDoral~ ope"""'• thooe _..t.t-

1"1 auo-nto ,..., intended to l.Jopro~~ tbo prioo otruoturt to 

tbo to.rmero oTen if it meant loa~ill' ourpllll o...,.oditi•• to 

prioot , bonoo puroht.eod ..allor quantitioo . Opportunltioo tor 

•plo)'I"Dt wre l•••c•d· !hera 11 no datlnit• orldeno• to 

- 16 -
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iadio&te that tar.oro rao01Y04 lrl&tor &JriOultural 

ill<>•• aa a rooult ot thooe prosroa• 'Ohia on the otbor 

hal\4 . 1t ••n• that eona\IMrl t.a a 'tih.ole wre unable to 

purohaoe as largo •~pplioo ot thooo oommo41t1es ao the7 

otherwise could have pu.roha1od t.n4 &enona.l recovery m&y' 

have been r•tarded . 

• 17 -
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(p!SfiCII 6 

·~· tM u sooiation r .. l that tho ptMlMIIt ohould - u:r action 

to att"t tu 'enort.l prioo U't'ol or apooitio c;roup ot priooo t • 

It 11 inoeoapabl o that the ,onr,.ont abould aometiloeo t&lco aotiooo 

wl'.ioh atroct tho ,onoral price lonl or opooitio voupo or prioos , 1o tU 

oour10 or aupomaion of tho monetar7 •11toa, toroip polloy, uti-truat poll­

oiu, oto o fU ott .. t upon pr ioOI Of oont•platod SO"'OrDDODt a<>tiOD 111 any Of 

thaso riolda, ia oortainly an l.apor tant oonaidor t.Uon 'lbioh ahould be oarotully 

w isl\ld, 1.11 tho 11&1\t or tho ·-ir-nt at tho tiao, and tho probable errooto 

ot tho aotiOD • 
• 

J.a n uuderate.nd it, however, th1a queat1on mu.~t be itLtended to rentr 

to &ot1oo doaisood to oontrol general prioot, porhapa with tho Yiow ot control­

lin~ tho lovtl or buoiDO I O aotirtty, 

Wo do not bollovo tho ,ovorDIIont abould t&lco auoh aotion. We bolion 

that in tho lon' run priou whioh will proaoto produoti:>D, •ploymont, and trade 

aro tv aero J.J.Dly to be oatabllahod 1o troo -.ruto than troa &<>vonment at­

t•pt• to tu prioo lovola. 

'lro do not bollno tho sovorsont ohould take aotion to oontr ol apooi­

rio &;I'OUpt or Ooapotitivo priOOi o !'holt iDTOl'JO rolatio111 botwooD various ooa­

codititl or tbo1r pr iooa, and suoh rolat1onah1po oanDot bo oontrollod by any 

s,eneral lntMI euoh aa •Y be oODtaaaplt.ttd 1:a ourroooy Jl&n&&•ent . Suoh general 

meana tend to ~rreot all prioea and o&nnot be u.od to raiae aome prices While 

1-rin' othora , 

- 18 -
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"l!&• the .Usooio.tiou otucliod the profit o;yole ot J.n4.atry or ot per­

tloulor typtl of i11duatry to dotonol.Dt tho b .. t lell~b ot tilH tor o. lou 

carry·o•ort• 

The C0111mittee' 1 viewa or this 1ubjeot sy be 1\IIIDB.rl,zod aa follow• 

lo In OOOIIODiO theory, the period Of loU oo.rry-oyor 

should be indotW to , thet is, the lou should be oo.r­

ritd OTor wotil completely ottsot by subsequeut protita . 

(o.) Otherwise , thoro is o. deplotioll or ooonomio 

oapito.lo 

(b) 111 effoot, o. tax 011 oo.rlll.Dr;s under o.n,y other oou-

d1t1on 11 in the eoonoa1o aonee really a tax on a 

loll • 

z, It it ia felt that aome definite loti oo.rry-ovor period 

should bo provided it shOuld oovor o.ll industry o.nd be u 

lone o.s poaoiblo, ailloa otborw1se thoro 11111 be r;roat ho.rd­

obip iloposad on - oaapazdtll i t •ust be borne in 11111d 

thet business o.nd profit o;yol .. o.ro to.r troa haviDr; o.n,y 

unitora lOll~· 

~. It there ia no auoh lont puer&l lola o&rry-o•er period 

then there should be eato.blitbtd different period• for di t ­

toreut industries, with difforantio.l tax ro.tas also ••­

to.bliabed for different induatrillo 

4, If tbia it not provided for , tb«< thoro abould at least be 

a ~C•ral carry-a.or period sutt1c1ellt to tab oar• of tho 

- 1e- ------------------~----

Regraded Unclassified



( 

•anl'&p -put". 

6. Siaoo tM an"'p 1liii...U1al o,.,le 11 appr-to~ 

40 IIOJltha it tollOWI that tha loll ovr:v-ner por1o4 

tor 1aduatr:v aa a Whole obDQld bo at leaat • :voar•• 

s. But 1a order to pronde ~re ,.ar adequate t reat­

Mat tor tho durable SQOdl 1Bdllltr1eo nioh 1\lttor moot 

tr0111 tluotuatia& buaiaou ooad1t1oDO and eara1B&•, the 

oo.rr;v-onr por1o4 abDQld bo at loaat 5 or 6 :voar•• 

• 10 -
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•&ao tho uoooiation at1.14ie4 the ottoct ot izrnotory nlut.tioo 

.. thOda on taxable ao diotin~ohed tr011 aotut.l net i11Coao1• 

38 

OD tho baoia of oxtonaive ot~y whioh tho .t..uooit.tioo h&o prOTiowo­

ly .,ado , tho COIDIIIittoo ouuoots that profits whioh exiot on cOIDpe.DY boob only 

beoauat Of 1Aore&l81 i.D inTentOTY TalUIII •hould not be taxed ; a1JDilarly lotl81 

oho"ld not be all....,d, to tho extent that they are tho r011ult ot doclinea in 

innntor:r nluao. To tax on any other baaia ...,.. in ottoot that wllen tho 

price on raw material io ria~ tbo lowor-priood aatori a l sold out or inoontory 

11 r opl&c od by hil:)\or- pricod goods . .t.u\Din' that tho phyaioal aao\IDt or in-
• 

vontor ios remained tho oa..o, tho profit made on tho sale ot a low•priood &o~ 
may bo complotoly aboorbod in now inoontorioo . Suoh profit dooo not exist in 

caoh and io not available tor distribution in dividendo, tho payaont of debto, 

or tho puroh&ao ot addi tionel plant and oquipoont, but under tho prooont tax 

l&w and the resul&tioul tor deten1iniD1 inoome • iDTentory protite are taxable . 

'llo 'bellon that tho tax la'llll ohould be ohan&od to oorroot tho inoquitioa ot tho 

si tuation doaoribod . 

It -.y bo pointed out tt.t thia probl• would not be oOO>plotoly Mt 

but would bo alleviated it we ohould 1Do 11.14• in our tax aot ado qua to proviaion 

- 21-
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"Bt.e \1M .Ueootaticm at1141e4 \1M praoUot.lit)' oi dot1aba& \1M ex-

1otia& area ot per-at aoUTlt)', olthar poppiUoell)' (nA) or 1>7 t.o• 

uon (Pano Credit)f Would euoh a doliaitatiooo, lt praotioal, 1>e reaaaari~~&f" 

'Ire do belie.,.. that ouoh a dollaltatloD would bo roaoour1DC• 

!brou&)t ito o~ttau OD latlo,..l loo-io Pollo:y ed ton..-..1: 

rolatiOD to 1Dduatr)' tl>e Jl • .\.)1. oODtiDuoa to cl'" dota1lod otudy to thia p-ob-

1• Tlth a Tlew to dotol'lllDiar; a buia tor ouoh delialtatloa. 

, 

-zz-

-
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quution V 

•J.a to the t'1DalloiD& or ... u oCIIpiUlieo , hao the J.uooiation •de ""' 

hlatorlool atud:y •~& how -u b\lo111ooo ro,_rl:y obt&111o4 1'1lwlc111c, wbetbor 

tiu'ough the ombu,soo now aubjeot to r1Cill&t1on, throuch l>oDl<l or rroa printe 

1Jmlltoro! l!aa tbo #.lloo1&t1CIII lll:Y 111rorat1on em the oharaoter or 1'1lwlciD& 

whloh -11 hllal.Uoo or b\lol.Uoo 111 &eneral ueclo! On the roloted qwoot1011 ot 

capital tonoation IUld 111nataont, ~~ent1011od on P"CII 28, 30, 33 , and 35, (•n~ 

t.i..,.d ill the Deproodon Stud:y Coaoi tiote report) dooo the luooia t1011 rool that 

tho auppl:y ot inftotllellt oap1tal now aniloble 1t ollttioiont to meet tino.noins 

1 . hro bea uenr boOil any orpnhed Mtbod of tilw>o111c ... u blai· 
• 

...... b to 1te initial oap1tal iDftataont, - croat INlt or -u bllailloooa 

••• tin&nood , aa to jun1 or oap1 tal , by the ot.winco ot 1nd1 dd111h in looal ooa­

-tioo, and aa to otber oap1tal , by bank loana, -ured by real ootate .. rtca~•· 

or unoooured , and by the oale ot bond 110,..1 throucl> looal ohlllnela. For•rl:y 

about 60JC or all !Mrioan buoinoaa onterpr1ooo wero .. ldnc a protit, lt tha pre­

oont U. onl:y about 30)( are able to ohow protit, 1bia reduotiCIII in tbe proapeot 

for protit, together with a radical inoroaoo 111 the rateo or -t.iCIII Oil peraonal 

inoaaee . and with aore , • .,.,.. nplat1on ot ooaaeroial 'benk1nc tra:a .,.rioue &0\ll'o•n. 

h .. o oftootl•oly abut off theao aouroeo of auppl:y. Tbo .. rtal1t:y or -a b\1&1-

""" hao alwaya boon nr'f hich in lmerioa but oo hu the birth rato and the •&VO­

ca ta 'fOl- or -11 bu1iDo11 haa boon , ,roa t , S..ll b\lai.UII pnorall:y bel poll Hilt 

groat dtal.it:y and reouperatlw pooNr . Prior to the deproooiOA the hiatorloal en­

donee io that the oxponoion ot amall buoinoaa haa depended prl .. rll'f upon 

-u-
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t&"'iAI' with baDl< 1..,, u4 -vtv tlotau ... p1aJiAc a --'7 part • .._ 

•11 wel•u b111 be.., "'lar4 ..,. it bae reli..s ohietl7 • looal o-'-'J ••P· 

port u the aourc• of twJde -~~•'7 tor ita ocat,..... ezh-..e. 

z. Cllaraotar ot t\-iAc wbioh -u """'-" or but.u 1A ce-ral 

••••• 
1111a1.uu 1A p11.ral, 1Aola41Ac ~1 but.u, reqoine oapltal 1A the 

toro ot direot iD.ftoto.nt br 1Dolh14ual.a 1A '11111noorporatad 811'tarpriaea, or iaftat­

•~t 1Jl the o..-on otooluo ot iAoorporatad entarpriaea, 8110!1 oap1 tal 1o ftlltllre 

capital rather than debt oapltal, 

3, Doeo the .l.ooooi&tiOil tM1 that the ouppl7 ot 1Jlwo-llt oapiial ,... 

anileble 1o ov.ttioiont to -t t1Aall4111c ••41! 

1l>e Anooiatica 1o ot the oplllioa tbet there 1o aaple iafto-nt oa pital 

po•tiall7 aftileble , It boliewo, .,_.,.r, 111& iafto-llt 1Jl bllot.u b 110t 1 

bolAJIIIldortalooa booauao ot MWN ball41oapo , In h tirot pleoe the oppor~­

t1u tor o110oeutullr oo11d110t1nc 'olloiuaa ban bo811 ourtailed b7 1Aoreee1Jlc c-ra­

•Dt ooapotitian with bu.t.u1 '117 '""euhe pw.-tal roculeti.., ot b,..iuUJ 

ud b7 con,._,.tal polloi .. u4 lec1ol.at101l 1Jl the tield ot lebor, a.o-17, hS.cl> 

loai•u tuati• ....S 111&)> paroOMl iAo.-e -tion haw o.....-J.led the •t ....-.... 

and tba proopeot tor protita, thua red1101Ac both tba ab111'J all4 the ,_,_ ... to 

ill• .. t, !birdlr, -•rtaiat!)' aa to tutore co .. ,_, polio7 on aDJ ~-' oub• 

~ota hu nri011ol7 4etorre4 inwo-nt, Tbaretore, the da&Dd b7 the •trap.....,... 

tor .. tore oapltal ao wll aa the otteriAc ot ouob oapital b7 iAwotoro I lu 

relett .. lr ~1. 
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4JJS!IOI 10 

•can - Oow,_,.t 'be or U1J au1otaDH 1a belpiac ••'--•• to ,..,..u 
lhoto llio1alau by, tor tMtolloo , ooll.eet.iq an4 ,..,Uob!ac o'U'I'Oilt tipreo .., 

u,.ntorl.ot, ordoro, oal .. m el iao1al-nt oNG 't0 

loto - 1'1111 queott• rolotu to the tollawillc a1a-ta in tbt 
Depreeeion Study C.-1 ttoo report -

"i:ortoin ,...,_,o.,.rnMilt tlotort, oouplocl wHb - co.,.,...nu.l ftr.otoro 

alroocly 41oouooocl, oloo oxiotocl prior to - 19a7-l938 cloproulon, an4 oontrl•­

W to tbt oxtreMl)' oborp drop in proci'I>Ot!<D mel nplo~nt ci'GJ'1.nc tbt 1937- l•a 

B. auoinou 

1, Khtolom innntor)' polio)' .., tbt part ot •- induotrl ... 

lnd'GOecl b)' U.o labor o1 toatlon .... toar or intlatlOill aloo 

look ot appreoiatl.., tbot while an inore••inc in'Nntor)' •7 

0 

be IIIOOOIIU)' where oaloo aro hlp, it -"ould be in l .. r ratio 

z. tr•h• o..,._r oreclit polio)' or 8UJ ocapanloo, reoaltlnc 1a 

Oil lnoro&OM TOl- of -.o'IID<\ iaotol~t Nll1nc, 
0 

It wOI&ld be or praotloal uoiotuloo to lloaoilno 1t prcapt, objeotlw 

oncl .., .. acloquato cla1a _ ,... a~loblo oODO•~ otooko ot coo4• or pb)'oioal ia­

..,.torl .. , Ulltlllocl orclora tor loodillc o~tleo an4 tho TO~ and oberaotor 

-

~ 
ot lnetollMilt oaloo and orocll t , It 1o oucpotocl tbat the probloaAot.ldiecl ooopor-

otholr b)' roproo..,totl ... o ot CO'"J'IIMDt apa.ol .. mel ot bo>oU.u, with the .UW 

ot 11ait11lc, oo tor •• praotlo&blo) tbe bo>rcloD on buaimoo 1a roportillc and • 

,o.,.roaont 1a ocap111nc O'Giall 1Dto.-tt•. 
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qJ!Sfi(II 11 

"Doe• tha Auooiation rerar to roreip trade rutriotiona 1apoae4 

by thio tOYfrllliOI1t1° 

Note - Thia quootion rorero to the ro11ow1n& part or 
----- the Depression Study Commi ttee report -

already dbouuod, alto n:iotod prior to the 1837- 1938 4opruoion, and contri­

buted to the utroaoly sharp drop in prod\>Otion and •p1oy.ent during thl 

1937-1938 dopreul.on. t'ho prinoipe1 non-ga· .. rDH~>ta1 f'aotors wore -

0 • • 0 • • • 

Inoreau ot artitioio.l rootriotl.ona or raroign trade. • 

llo 1 tha statement had roreronoo to oxohango roatriotiona, quota ar­

rangooontl and bo.rtor trading as onr;agod in by and bot-non other nationa. 

- 26 -
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Q\l!STIO!I 12 

"What otopt dooo tho Aaooo1~t10D !ttl that tho Qnittd St~too nttdl 

to tt.lrt or oM talco b;r itult ~t thio tl.lle to ~ohhTt thia goal?• 

Ji2!!. - "Thil e;oal0 rtfors to tho followin& IUt-Dt 
in tho Deprosoion Study Cocuo1tteo report -

"Tho tolloWin& an&lyaio ooto forth tho more ooaontial conditione ~ioh 

oxporionoo abowo abould pron1l to e;in ~••uranoo ot oontinuod pro,pority. 

. . . . . . 
DttiDitt and dopondablo ourronoy at.andud. • 

Tho Comm1ttoo'a Yiswo on thia quoation ~y be atated ao follawa: 

1. 'lit do believe that thil &OTornmont ooul d do thine;o 

~·b would rao111tato tho ~ttoinmont of tho '"nl dospito 

unsettled foroi~ oonditiona . 

2. Spooifioally, we boliavo atopo should be taken ~ioh 

would definitely tndioato both tho intent and tho ability 

to balanoo tho Fodonl bud&tt ~t ~ rouonab1y euly date 

by raduotion ot r;oni'DIHnt oxpondi turtlo 

3. ,..,.. atab111&ation l'ul>d obould be retained u long ao 

world ooon .. io conditione continuo ill their prooont atato . 

• · 'llo boa .. that tho oxoouti.,. deportment ot tho gOTorDIItnt 

abould h&To tho powr to dooluo a temporuy ub~go on 

tho 1•port or export or gold. 

6. Tho Praaident•a power to or der tho pr illtill& of t3,000,000,000 

ill grttnbaokl should be ropoaltdo 

8 , Tho dhorotiOD&TY power of tho Prllidnt to C~&" tho -1"" 

of tho dollu obould be. ropoolodo 

- %1 -
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7. tM eUnr P"'"•ba•• aot eboul4 be repnle4 . 
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0 Dooo tho .Uoooiatian oonddor tho oxiotinr; oontrol onr opeoula­

tion and orodit adequate?• 

fhe oeotion of tho Doproooion Study Committee•• report upon which 

thio quootioc (and aloo the tollowinr; quootion) io baoed wae prepered ao a 

pr.aontatiOD ot tho aore eseonti&l conditione wb!ob experience has shown sbo~ld 

pr .. ail to r;iYo aoouranco ot continued prooperity. It aigpt aloo be doooribod 

aa a at&t•:aent ot objectives. Tho COC!Sittee baa not . hcrnYor , proceeded tar 

enou&h in ito analyoio of current oond1t1ono in relation to tho•• objootiYoo to 

bo propered to ano'"'r th1o question. Tho .Uoooi ation • o COI:liiHtoo on Induotrial • 
l Finanoia& 1e oontinuinr; to pvo detailed otudy to all aopeot• of thh pertiou-

lor oubjeot. 

. . 
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Regraded Unclassified



:07 

~OJ14 

"'lbat atepa w...Ud t11A1 Auoo1atiOD ruu-at aa bel.>lc -at belptul IJl at-

tal.A!Ill &lld •I.Atai.AI.>Ic the aplo,...nt 10411 d .. orlbe<l on thia papf0 

!Iota - 0the -plo,...Dt Cot.l0 referred to 1a Oltp,...U0\1 I.Jl the tollow­
I.JlC ata-nt I.A the Depro .. iOD Stod:y COOIIIi ttoo report -

"'!'he tollow1nc &llal:yoia aota tortb the -ro ouontiol oca41 t1011o whiob 

uporlanoo ahoWa ahoald prntt.l.l to ,i.,. aaiNJ'&IlOO ot ocntilwa4 proaporit:', 

AIISWIR 

l. A b&laliOO bota.e 1114>latrlal, o-roial and &crloultnrel 

pa:y-rolla, o-.ployMAt and pllrdoal ovtp!lt, •• 1n41oata4 b:y 

~ 1..,, tara tred ot rolati0110h1p ot pa:y-rolla to ~nt 

and ot aploJ-t to ~o1oal wtpQt. thia 1-.plloa tbe abHDOO 

ot almoral and 'riolont oba.D.pa IJl ""it labor ooota, wbiob 

ottoot the re1at101ltb1p to prio•• and protite. It abo •ut 

an ab-o ot tho oxtandft o,_.lioal -plo:r-nt whiob ohar­

aotar1&o4 4oprou10Da, and ot the u.4ue I.Aduotrial oxpandCIIl 

and labor 1nott1oiono:r ot bo ... , 

2. Oonoral ha~oua labor rolatiODO . 

s. An opportwd.t:y tor oaployMnt at produotift work tor all ~ 

abla to work and willl.>lc to aooopt aftiloblo jobs at -10• whl.ob 

oODtira to their pro4uot1-.it:y, tocotber with an oppon-lt:y tor 

adftll.o ... nt. 

4. !be a4opt1CIIl b:y o-.pto,.ra ot all tooaiblo •tho<la tor atab1lla-

1nc the YOl- ot oapl.,._,t i n their reopootift ctarprloaa • a 

s .. t1JA1 ....... r to Qwoat101l 13. Utb retorco• to point (2) u qaota4 

abo..., " belie.,. that U>e boat ...,_r, oorttt.l.Al:r •• tar u bu1nou reapondb1Ut:y 
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1a ,_..,..., lt ••~ S.a ta. ...... ...,.n • ,..._1-.' ; \ Pru1l 1w,• 

ootr•t 'Oblol> h a-be4. !M -re \o ta. -!ld.llc -...a ,.sate ,..-lre~ 

(olld are ,....1~) oca14oratt• at a larp -.Nr ot mtoro, all of wlliell at­

toot tiM oobl.-t ot ta. 4et1rod olt3&ottw. 

. ' 

-
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March 13, 19)9 

11r. 1!!. s .Duttiold 
Office ot '!'be Secretary of the Tr .. •"'7 
lrallhinct oo, D.c. 

Deer ll:r. Dutrield1 

I wisll to acknowlodce on beb.al! of ltr. 
CooD1e7 the Secretary's recent letter requesting •oro 
opecific inforution on certain pointe Mdo in tho report 
ot our Committee on Study of Depreooiono. 

llo expect tllot our otatitticione will 
eborUy b~e available in tho particular !or• dooired by 
rou the in!orMti on requested wbich ... will than forward . 

Sincerel7 yours, 

J1o;;JS~~ 

• 
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..... ,1 ... 

Dear .... OoolllOJI 

l U Hzii"C fOil wUh thll loUer a eopJ 

of 1be t~ of 1be Met1Jic w1th 

...... ..., lloaawUw& on WaNh 284. Y• w1U 

""" Ulat ho proail04 JOU a oopJ of thll 

tNUer1pt. Aa bl po1nte4 .. , at tho •••tinS, 

thll tnuv1Pt 1• kept 111nl1 t or h11 

PI"Onal noOJMt1 and 11 no'ftr ulo4 pv.bl1ol7 

b7 the 'lrniV1 Dopart .. n, or anJ ono 1n 1t • 

•• ..., 'ftlJ ~. 

Euc•no s. htf1114, 
Alllataat to the .._,..., • 

.... Bowar4 OaanliJ 

... 114-t, laUoila MIOOUUOD Of.._,.., __ , 
14 ... , 4ttb ..... ,, 
1ft Y .. , lew Yon. 

Saoloo'U"' 
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FOR THE SECRETARY: 

IC)' 4MI' Ill'. OoonleJ 1 

In aooord&aoo with t ho d1oouoo1on at 
ov Hot111« on X&roh 2 I aa "n41n8 to JOU 
wUh Cblo lothr a l1o~ ot quut1ono on 
llbloh wo wol&ld lUo 1.ntor.at1on an4 on 11h1ob 
tho A .. oo1aUon wol&ld appou to ban worked 
1JI preparl.rls 1h otu4J ot deprou1ono. 

Ao JOU w1ll ooo ...a ot tho quo-'lono 
aek t or obUoUcal dab - wol'lt1ng paporo 
ot tho oxpoi'Co - wh1lo o\1\or qv.oU1ono aek 
tor op1n1ono. It t ho quuUone &J"o not 
oloar or 1t JOV oo-Utoee or oxporh wol&ld 
11ko to 41oouoo t hn with ... bon ot our 
etatt, Mr. &. 8, Dlltt1ol4 ot • J ott1oo w111 
bo aY01lablo to aoe1ot rou. 

Anor w ban had an oppo!'CunU7 to 
oxobango 1ntoraat1on on thooo and pernap1 
otbor quoetlono, I 1\opo that wo oan aoot 
a«a1n Co oonUmae tho bolptl&l 411ouu1on 
11h1ob wo boson 1aet !hvodaJ. 

lliAoOrolJ JOUI'I 1 

Ill', BOWU"4 OoonloJ 
Pl'eo14ent, lat1onai Aoooo1at1on 

ot Kanutaotvoro 
14 Woo• 48th lltroo\, 
low Io11t, low Yorlt. 

:.11 

IDolO!IIIft 
IIID1hp :J/':J/':J9 

Sent to H1ea Chauncey 
For the Sec ' y'a Files. 
Or1g1nel ma i led 9 :20 A.M. 
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QPS&TlOBD BAStD 01 °A STUDY OF Dr.lftrSIIOIS" 

...,.t...Ct, tA ......... 74. M-1~. 

i/· 
PO{&e 231 P4l~• ( a ) 11114 (a) - llu eM Auoo,.._ 'i 

tlon anr a'Ca~1a'C1oal .tu41ee Whloh ' 'll t t t~ 
l>etw on bue1Mu .. ,~1'1'7 and 'Chi 'CNn4 ot e U ber 1:101 .. 
I'OIOl'YOI Or rederal ~ndl'Cureet lo ~0\1on Wl'Ch 
P"~'A8J'&Ph (a) and \be Mlahd utter on IN'C• 2'1, p1U'881'9J)h 
4, how INIIb 1llportanoa dou \ he Aeeoo1d1on a Uaoh \o 
OoYerru:sen'C eapen41'-• •• bueineee eU.aulM\et Row cuoh 
lllpor\anoe 1e attao.'led t o eae7 ICOniJ' eon41Uonet 

atwu!~~in: tf!r;.!, (!~ ih.n~~\b:~!:OO~i~~~~~ 
en t he r.tl ahd wbJ eo'C e,ppearlnfr oc pqa l!e, ~ph 8, 
dooe 'Chi Aeeoo1nU on fool 'Chat \ he Oon~n'C ~uld 
h'ke anr aoUon \o al'fae'C \he pnernl pr1oe leftl or 
npoo1Uo EJ'OQP of prioaet 

r~e 24, P4ll'll6J'&Ph 2 - MJ llaoltCJ'OI&n4 on 'Cbe en~ral 
t u (\\ltetlone rllleod 1n t he Maroh 2 MeUnc would be 
holptul, For 1ne 'Canoe , hae t he Aeooo1a\ 1on a'Cu41ed 'Chi 
!ll'Ot1t OJOle of 1n4>ah-"')' o r of part1eular 'CJPII of 
1n411e'CI')' ' o de'Cel'll1ne \he bee'C l~h ot 'Cllle tor a loll 
Olll'l'J'Oftl't Uae 'Chi AeeoolaUon a'Cudlld 'Che e f teo'C of 
l nven'COI')' nl111Uon u\hoda on tu..ble u 41oU IIglllabe4 
troo ao'CIIal n" 1z1ooM t 

l'llfia 2~, ~ 3 (a) - flaa eM Altoo1d1on 
et \14114 ' he praoUoal1'C7 of detlnln£ ' ho eltleU n« Al'l& 
ot Oonrr.et~'C uttri'CJ, el\har ~phloallJ (TYA) or 
1>7 tllno'C1on (Farm CPI41'C)t WOII14 .uob a 4ellal'Ca 'C1on, 
1t praoUeal, be I"UUV111C' 

J>aee 26 )IU"'I"a!lh 3 Ctl - Ae 'Co \he t1aanolll8 of 
eaall ~ •• , baa ihe Aaeool a 'Clon aa4e an7 b1 e'Cor 1eal 
e'CII4J ehow1ns bow ..U buelNI .. fo~rlJ obtained 
tlnanoi.J\g, W.'Cher 'Cbi'O\IQb 'Cha u.ebanl;ee now lllbjeo'C t o 
r.,g\llaUon, ~ benlte or troo prlnte 1nftdorel 
l!u \he Ae-1at1on anr 1nfol'DilU on on t he ehar&Ohr of 
t1no.no1ns ~oh nall buelneu or 'blle!.n11• l n gen.eral 
ne&4at On ' h• rela'Cft4 q11•••1on ot oap1tal forma\1on an4 
lnYea\M n'C, Mn'Cloned on J>116U 2&1 301 33, and :561 dooa 
\ he Aa-1a'C1on tnl \ba' \he ~U~WlJ' of 1n•t .. 'CMn' 
oap1\al now a.a1lab1e 1• a~~tf1olen\ 'Co ... , f1nano1ni 
nee4a7 
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.... .,, .-rw ... a 1 Ulll I - OM tale Oonft­
a4111' be of UJ uain- &a JlelMM 'IIUlMII h aw14 tM•• a1ehk•• •tc!.O: 1a••-.-.. u .. uac 11114 pU­
l llhUIC -••' t • eo '-'-1••• 11111en, ealle, 
an4 1nilul1-' ue41\t 

..... , Jlld'l4lftPb D I - DM1 \he AeeoelaUoa 
"'"' M ,...,... \ft4e re•UleU•• lillie ... bf Ul1l .Oo••..-a" 
Atloe~:t!o!'t.:r'L~ u! ~=' e:!:!: :::. ~ •u. 
01' - hkl "' l\..U •• \bll ,._ ,. Mb.1eft thlt 
sMl' 

, ... :M, ~ 1! .... - liM• Qe Al-la­
tWCI _.1411' e 1 is11\1ftl oon\IPOl onr l;)lll&ldloa 
and orocll' 114equ''' 

J'IIC'I 3& - Wbat etepl woul4 ' h e AIIOOli\UOft ne-
80" u beinG ••' NllpM 1ft atlalnl ftC an4 • 1nblft-
1nr '~'~~ ~~~plop•n' pal 4o ... 1be& oa \bll papt 
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)(£!:1'ING OF nsc.U. JJfD MOIIE'URY 
J.l)VlSORY COXKn'fB 

lla7 23. 1939· 
10:30 A. M. 

Preeentl 

Delano: 

H.l!. Jr: 

Delano: 

H.M.Jr: 

Delano: 

1\ullll: 

Mr. Eoclea 
Mr. Frederick A. Delano 
Mr. Donald C. 811.1tb 
Mr. Hanes 
Mr. Ruml 
Mr. Vb1te 
Kr. Baa• 
Mr. Bell 
Mr. Dllttield 
Kr.Curr1e 

Mr. Secretary, I asked the privilege or presenting 
to TOU bera the vleva ot a oollllittae that we have 
been working v1 tb on tbh thing - elx or .. ven 
men ot the Industrial Collll.l. ttee, 1Dclud1Dg rour· 
Dr. Vb1te, Mr. Currie and otbere. Tbe7 have been 
working nov tor three or tour daTI - longer thaD 
that, tour or tlve dare - on a presentation, and 
thia ie the last COPT we got - Juet tin1ebed about 
titteen minutes ago. 

We have d i vided 1t up into three parte: tirat, 
the reason tor act1on at tbia time; second, t he 
long-range point or view; and t1nall7, the pro­
poeal tor 1lllmed1ate aotion. And I 111 handle 1t 
aa rou mar want . I 111 read the whole thing and 
let rou to11ow and then diacuae it, tear it all 
to p1ecee, 1t rou 11ke. 

I think it rou oould read the whole thing through, ...., •.... 
I reallT think that TOU ought to bear u. Perhapa 
rou can read 1t quicker rourae1t, but untortunatelr 
we oouldn 1 t ba·n enough cop1e • · 

Well, I think it 1t oou1d be read out loud tor the 
benet1t or everrbodT••·· 

I 111 be verr glad to trr rq hand at 1t. 

0 fhe need tor act1on.• 

Mr. Delano , 1et me read 1t. 

• 
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Ruml: 
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All right. 

1 It 11 the ooneeneue of thoee who he•• ~en 
looking into current induatrial conditions that 
the time hae arr1Yed tor special action. · It 
ie generallT agreed bT representatives of the 
•ar1oue Federal agenoiee concerned with industrial 
aoti'f'itT that in the abeenoe or euoh action, the 
unemplorment eituation will 1n all probabilit7 be 
eubttantiall7 the aame in l94o aa it ie nov. 

•1. fhe present bueineee eituation and proapeote 
tor the next 12 months poi.nt at beet to onlT a aaall 
inoreaae 1n emplo:rment 1n l94o OYer the present 
nWDber. Therefore, the unemplo:rment problem 11 
not l1kel7 to be eubltantiall7 d1tterent from what 
it 11 nov and not much better than it vae 1n the 
e1111111er ot 1938. 

1 2. Hearl7 halt ot the increase in industrial em­
plo:rment during the laet halt ot 1938 hea been 
lost during the tiret part ot 1939 ae a result or 
such taotora ae the uncertainties growing out of 
the European ei tuation and the Jllilure ot bue1nese 
to engage in eubetantial capital expenditures. 

'3· There a&T be a IIOderate pick-up in industrial 
production during the last half ot 1939, but the 
couree ot actiY1t7 during l94o h quite uncertain, 
in Ylev ot a poeeible tapering ott ot the net 
contribution to puroheli.ng power b7 the Federal 
Government, the f ailure ot pr1•ate in'f'eetment to 
ehov real vi gor, and the poatponement or invut­
ment until attar election. The amount of .-plc7-
aent at beet in l94o 1e not l1ltel7 to be ae good 
ae it wae in the t1ret halt ot 1937. 

·~. During the t1ret part o f 1937, 35 aillion per­
eon• were emploTed 1n non- agricultural occupations. 
TodaT leee than 35 a1ll1on are eaplo7ed. During 
l94o ve ehall be doing well if, ginn no additional 
reooverT programs, we again have 35 million perecne 
eaplo7ed i n all non-agricultural purauite. 

• 

1 !he non-agr1oultural working population 1n l94o 
will be about 2 million• greater than in 1937, total­
ing ecaevhere between 43 and ~5 million pereone. 
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Ve ahall han tul.l:r S or 110re aillione unesplo:red 
peraona during 19110 ( oce-pared w1 th leu then 

2 a1ll1ona 1n 1929). 

"5· In addition to thia uneaplo,.aent aituatlon 1n 
non-agricultural linea, there ia known to be a 
aW'J)lua labor euppl:r on tal'lla perhepa u la.rge ae 
1.5 a1111on WOrk1Jl8 pereone that need to ehln 
trom tarmiJl8 into induetrial opportunitiea. 

· •6. ror tull nplo711ent va need a 50 percent 1noreaee 
in 1nduetr1al pro&aotion and a national 1nco~e ot 
about 90 billion dollara. ETen an SO billion 
dollar national 1nooae, eat111ated to be neceuar:r 
to balance the bud.get, ia out ot the queet1on th1a 
:rear (vith the rate ao tar th1a :rear ot onl:r 65 
billion dollara) . It 1a also out ot the queet1on 
tor 191jo. 

"7• It the Admin1atrat1on'a program 18 to be tor­
titled v1th real reoover:r 1n 19'+0, the outlook tor 
bue1neu reoo•er:r during the next 12 aonthe require• 
the adoption ot .. aeuree that v1ll 1ncrea8e eaplo:r­
ment bJ an smount more than 1e nov 1n prospect. 

"A Long- range Progre and IIIIMdj,Ate Proooaalt 

•It there i8 to be an:r reaaonable expectation ot a 
aarkecl 1noreaae 1n bualneaa aot iY1t:r in 191jo a 
progru auat be adopted vh1ch v1ll aeeure greatl:r 
inoreaeed 1nveetment and expenditure bJ pr1Tate and 
goTernaent agenoiea. A aeries ot propoeale r elat1Tt 
to that requtreaent ia appended for oonaideration. 

•It, hoveTer , it ie proposed to eeoure and maintain 
reaaonabl:r tull esploJileDt, a aore ooaprehena1Te 
program than the one indicated here ia eeaent1al. 
!he tor.ulation ot euch a program d1rtoted tovarda 
correcting batio aaladJuatmante in our econoa1o 
t:ratea ahould be a priaar:r itea on the agenda tor 
atudJ and rtTiev bJ all the agenci .. oonceJ'Ded. 
Unleea t hia l onger range progru ia aoon formulated, 
the atticao:r ot the propoaale below v1ll be greatl:r 

cU •• n t ehed. 

1The propo8ala appended eeak to auure a higher 
leTel ot buaineaa aot1Tit:r during the next :rear 
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b;r undertaking 1DYeatmenta wb.ich tor the 110at 
part will be tinanoed outeide the budget and b:r 
proYiding inoent1Y., to i .nYeatment v1th ~Yer1111ant 

participation or eponeorahip. 

•In addition, there a r e aome proJeote which do oall 
tor 1noreaaed expenditure. In Y1ev ot the aouteneea 

ot the need, the or1t1oal character ot the :rear, 

and ot the turther taot that time ie needed tor the 
aore basic retorma, these additional expenditures 

in the budget appear Juatitied. 

1 PROPOSALII I'OR IICMEDIM'E CONSIDERATION 

•Eaoh ot the proposal• euggeeted tor oone1deration, 
though ot Ya1')'1ng e1gn1tioanoe, ebould haYe 
detinite eigniticanoe, should haYe detinite taYor­
able repercuaa1ona on industrial actiYit;r. 

•1 . Publi c vorke. 

•.t. public vorka prograa ahould be oonUnued 1n the 

preaent tora ot a grant ot pri.noipal and alao b;r 
an al terno.ti ve procedure ot making the grant 1n the 

tora ot an i .ntereet aubaid;r v1 th porthation ot 
principal. Although there are eome oo.amit1ee 
that oov..ld not aYa1l theaaelne ot interest tree 

loana beoauee the7 have alread:r attained the atatu­
tol')' lia1 tatione on borrowing, there are lii&DJ where 

the debt liaitatione haYe not been reached. Mora­

OYer, the proepaot ot being able to borrow at no 
ratea ot intsreat would be a strong inducement to 

alter reatriotiYe atate lava. The addition ot th1a 

aethod ot et1aulat1ng local reapona1b1l1t7 t or 
publ1o vorke abould not preclude continuation ot 
prooedurHpreYioual:r authorhed b;r the Oongreee. 

1 2. Railroad Equipaent Conatruot1on Program. 

1There ia urgent need tor nev railroad equlpa~ent. 

Hev equipment oonetruot1on v1ll not be undertaken 
in YOluae, boveYer, without poe1t1Ye GoYel'llllent 

action. Th1a action might t ake the tora ot either 
ot (a) aetting up a goYernaent aelt-tinancing cor­

poration to order nev e<]Uipalent and rent and lease 
it to the roade; or, (b) haYing the Reoonatruotion 

rinanoe Corporation make loana OOYaring the tull 

• 

. . 

• 
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coat or equipment tor long maturities end at a low 
rate or intereat, the equipaent to be ordered bator• 
June 30, l94o and delivered betore June 30, 19~1 . 

"3· elt- ui t t rt Uon tac1lit1aa. 
The eve opaent or aelt - iquidating pro eota, auoh 
as tunnele, bri dgoe, expreae hignw&Je, etc., along 
the linea "'rlr.ed out b:r the Bureau or Public Roads, 
would attord a means or inoreaaing bu:r1ng power 
without increasing budgetary expenditurae. While 
inevitable dela:re would be encountered in getting 
a sizeable program under W&7, nevertheleee, it the 
authorit;r were eecured at this tiae, 110ne:r would be 
going out 1n 194o. There ie urgent need or develop­
ing avenuee tor eelt- liquidating publ1o 1nveataent 
not onl:r tor immediate purposes but ae part ot a 
long-J'&Dge progru. 

·~. Go'f'ernaent earanteed loan a to prorte Un1 ted 
States trf!e vi torei~ countri ee. aubatantlal 
increase exporte coUl be aeoured b:r &alr.1ng • 
loana on favorable taraa to oerta1n foreign coun­
t ries, a high proportion ot the proceeds of auoh 
loans to be spent in the United Statee. Caretull:r 
controlled loana used t or the purpose or 1noraae1ng 
the industrial productivitJ or the borrowing countr:r 
aada at low intereat ratu wuld be t ar 110re aeoure 
than the privata and largel:r unproducti'f'e loan• ot 
the 1920 ' •• A progra.a or such loans would turther 
both ou.r aoonoaio doaeat1o program and our foreign 

poliCJ• 

"5· t rover netvorlr.. The inter-connection or major 
elao r c power planta (public and private) v1th 
principal aarlr.eta and industrial centera h&a been 
propoaed aa a detenee meaaure vith important peace­
time uee. A Federall:r owned and controlled corpora­
tion to hold and operate a 1pover grid 1 "'uld 
at111Ulate large aoale operat1one on a generall:r 
Belt-liquidating baaie. 

•6. Housing. Conaideration ahould be given to a 
reduction tn the rate tor i neured r o B.A. mortgagee 
and in t he minimum rate at which the Federal National 
Mortgage Aaeociat1on ¥111 purohaae i nsured morllgagee • 

• 0 0 
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Interest ratee have softened einoe the reduction 

eecured a :rear ago , and a further reduction would 

au1at in giving a needed impetus to ruident1al 
building. The prospecte under thie progru are 

l.Jiproved by the announced action ot the Department 
ot Juetioe in the conetruotion industry. 

1 7. Farm inveetllent progru. Loane to eall tarmere 
and poor tarmere at no rate of interest tor the 

purchaee ot equipment and tor 1nveetaent tor farm 

rehabilitation and diversificat ion 1n accordanc e vlth 

the program of the Farm Seour1t:r Adm1.nletratlon. 

•8. Other euggeetlone that merlt oonsideratlon. 

•a) Exteneion of the 1food-etamp ' program tor the 

increased sale ot surplus farm produoe to low income 
groupe ln the Uni t ed Statu ehould be oonaldered it 

current experlmente a re euoceeetul. 

1 b) The preeent Youth 110rlt program ehould be expanded: 

It nov emplo;re about 24<> , 000 :roung peopl e and could 

be expanded to employ 820,000 people, at a coet ot 
$331 million, or an average ot $400 a :rear. 

•Present 11n school' vorlt progru could be expanded 

trom 4oo,ooo a t preeent to 68o, OOO, at a tot al coat 
ot $68 million. This would malte poaalble employment 

ot 1 , 50(),000 young people at a total coat ot 
$369,200, ooo. 
1 o) Old Age Security. The amendments to the Social 
Security Act now pending, lihUe helpful, etUl leave 

muoh to be deelred. On the Old Age Ineur anoe part 

ot the program alone, tax acoruale in the next 
calendar year vlll exc eed benefit paymente by about 

500 million dollare. Vaye and means ot oorraot 1ng 

or removing t hie deflationary influence ebould be 

explored. 

•9. The Capita11;at1on ot Revenue-yleldiif Anete. 

Wherever it aPPBare teaeible, revenue yl~ng aasete 

ot the Government should be oapltalir.ed, and guar­

anteed debt substitut ed tor direct debt. 
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• 811Ularl7, current expendl turee on aelt- l1quidating 
projeota ehould be t1nanoed tbrouB'l the 1awe ot 
guaranteed obligation•. 

"10. T~t~. No additional taxae on oonsuaption 
abouldeoaed. It additional revenuea are oon­
aidered daalrable, tha7 ahould be raleed from taxee 
that bear least on coniiUDlption, auch aa etate - estate 
and gift taxes and peraonal income taxae on the -
middle income brackets.• 

It' a verr llllportant 1t 70u' re to bold these docuaanta 
to make that correction, because 1t'a quite m1e­
lead1ng. 

You aean the wrd •••• 

The word •estate• instead of 1 etate.• We haven't 
7et coma to the point of taxing the state, but that 
m&7 ooma later. 

It' a on t he v..,.. 
• 

Have you (Banes) explored that possibility: franchise 
t ax tor etate charterat 

0The tax exempt privilege tor tuture 1uuea ebould be 
eliminated and a program tor the reduction or the 
volume or outstanding tax-exempts ebould be inaugurated. 
Certain re1'1e1one in corporate and other taxea Gnat 
vould eliminate vhat are conceded to be 1nequ1 tie a 
and injustice• could be carried through even though 
there "'47 be alight reductions in revenue. In an7 
corporate tax rev181on, pretarentlal treatment ahould 
be accorded oorporati ona earning lese than $25,000 
a rear. • 

Nov , ve don 't consider this program, evan 1! it vera 
all adopted, Mr. Secretary - that it would be a 
4ecia1va program, but we th1nlt 1t wuld be belptul. 

Marriner, have you had a chance to digest thiat 

I've never aeen 1t until Just th1a minute. I ••• 
been out of tovn last vaek. Want out Wedoeed&7, 
didn't get back to the office until 7eeterda7, 
and I haven't had a chance t o •••• 

• ·- -· . 
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I didn1t know whether 70u 1d want to etart the d1a­

ouae1on, 

Vall, I 1d like to do whateTar 70u want to do on u. 
It aeeae to ae it it 1a S01ng to be d1aoueaed hera 

toda7, we ought to atart rigbt troa the t1ret and 

SO through it, 

I'd like to make a little ~ort atat .. ent to explain 

where I stand and then - not ae to the deta1la. And 

that 1e thb. I 8&7 th1e i n th1e rooa tor the benetit 

ot 70u people. I mean I teal -rer7, nr7 etrongl7 that 

we need a prograa vbioh neada Congraeaional action, 

looking torward to our1ng aoae ot the b&Uo illa, 

vbich will be SOod not tor one 78&1' but let ua hope 

will be good tor ti-re or tan Ttara. And we ha<re 

alw&Ta ducked the dittioult thinga. 

And I am in complete diaagreeaent with the expreeeion 

that the beat thing to r bueineea ie to get Oongreea 

out ct town ae quiokl7 aa poaeible; and then, haYing , 

done that, lea-re 1t to the opponent• of thh Adllinia­

tration to liat all the th1nge 11b.l.oh we ha<ran • t dona 

tor au or ae-ren 7aara. Row, getting Congreae out 

ot town, I think, wuld be the woret thing that could 

happen. And there are eo a&n7 th1nga wh1oh - rail­

roade and all the reat of theae thinga. 

I mean I don 1 t want to t1nd ll78tlt arguing whether 

it ' a good or bad, ua1ng that u an euaple, to land 

the railroad a the .one7 to bu7 .ore •<tuipllllnt; it 

11&7 be all right. But 1t doean 1t cure the railroad 

thing and put thea on a aelt-auata1n~ baaia. The 

railroads when the7 get through - tha7 11 dill ben 

the eaae troublee vbioh the7 haYe and will continue 

to haYe thea. And that 1 a aa good an illuetraUon aa 

807· 

Now, I can 1 t onr-eaphaahe how etrongl7 I reel the 

need ot keeping Congreaa here until Chriataee, be­

cause troa a pol1t1oal atendpo1nt 1t we don't get 

thea th1a 7ear oerta1nl7 an:r oh1ld would tell ua we 

won 't get tbea next 7ear. Vh1le I ha-re ne-rer belle-red 

1n the thaor7 that buaineaa exeouti<raa aeat aomewhere 

and so on atrille aga1nat the Ada1n1etrat1on, and I 

ha•• neYer eubaoribed to that, I do th1nk thet 1t 

we don ' t oura theea th1nge, next Tear the7 could ••r:r 
well •AT• 1 Vall, we'•• waited •e••n 7tare, we can 

wait 1 2 aonthe longer.• 

·- ...__ ·~~-
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And all or theae things - I mean ever;rbo~ knowe 
what the 'big problema are; I 1m not @Ping to tr;y to 

11et thea. Now, the ltind or progl"aa that I ' a 
intereeted in, tor •:r oountr;r, 1e the kind or pro­

graa which would go right after the tund11111entale 
and get t hose cured. tr we could do that u t ha 

ke;retone, t hen I 1d be aore than willing to look at 

eome or the other th1nge t o tide ue over until 
theae tundlllllental things a r e made i nto lave and 
take hold. 

Now, again to illustrate m:r point. I think the 
Pres ident s igned the United Btatee Housing Autb.or it:r 

bi ll aoaet1me laat April or June. Up t o :reeterda:r 
the United States Housing Autbor1t7 had drawn on 

the Treaaur;y tor the magnitioent aua ot 37 million 

dollara . And tb.e:r1ve been going 10 JDOntha . And, 
t allt1ng about another boualng progl"aa - I aean how 

can :rou ~o up and •a:r, "Gi ve ue another boue.ing 
progl"am, when tb.e:r are authorized to spend sao 
m1ll1on and tb.e;y 1 YB spent 37' Vh1oh again illuat rat81' 

that it we cured eoae or t heee things • •.• 

And I 1Te heard Marriner talk about thia thing tor 

two :reare, about going ~ter the 'bad e th.1nge. And 

it we did, then :rou1d haTe no trouble with me do i .ng 

aomethi.ng which might - well, to u se the woret 
expreuion, unltlndeet exprenion - a ebot in the arm 

which wo uld take oare ot the next a1x 110ntha to 
twelTe aonthe. But I oan1 t get excited o'fer another 

· shot in t he arm tor a1x to twelve montha when I 
teal fairly confident that at the end ot the twelTe 

aontha the uneaplo:raent a1tuat1on will be ae bad 

or worse. Now, that ' • - I could talk tor boure, 
and I reel thie thing terTentl:r. I 111 de an:rthing 
within honor to euata1n that poa1t1on. But untor­
tunstel:r, I 1 n met with complete !allure. !low, I 

can ' t be an:r aore frank than that, can I Kr . Delanot 

Well, I t or one - I don ' t d1eagl"BB with an;ytb.ing 

:rou 1Te aa1d, Kr. Secreta.r:r. We did thinlt 1D th11 
dieoueeion that we'd haTe t o differentiate between 

the thing• that - we'd have to s t ate what the 
e1tuat1on wae and the th1nge th.at we tbougbt were 

immediat e - ada1tt1ng that the:r weren't t h e final 

eolution. 
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I don 1t know that th1a group that we were with 

have an1 right to •ar, •well , Congreee baa got to 

pa88 leg1alat1on that will put the railroads on 

a proper bae1a. 1 !hat wae a little b1170nd our 

trame or rererenoe , I•a 1Dcl1ned to th1nk. I 

auppoee the President hu been th1Dlt1ng about that 

a good deal tha laet three or tour 181r8 and there 

are e ome reaeone wbJ' he haen 1 t b een able to aake 

progress. some or them are ta1rly obv1oue, aome 

or them aore probleaat1oal. 

Or take that bous1ng matter. You probably know the 

reaeons wbJ' that ha1n 1t gone turther than that 

better than I do . 

Well, there are all lr.J.nde or reaaone. 

We oan't do any more than S81, •well, there ought 1D 

be eome mone1 epent on houa1ng.• It the adm1nJ.stra­

t1on ot bous1J18 haen ' t been able to push 1t taster 

than th11, well, they ought to explain the reaeon , 

or eee 1t we oan unblock the d1tt1oult1ee. I euppone 

the trouble 11 acqu1r1ng propertiel, gettill8 the 

plana adopted, and all those things that the7 have 

to c!o . 

Well, as I say, betore I got 1ntc th1e - JOU eee, 

7ou 1ve got one page devoted to long~ range program 

and there 11 reall7 nothing 1n 1t other - to aake 

up a long-range program. Then all the rest or it 

is devoted to the 1mmed1ate a1tuat1on. 

The purpose ot the page on the long~range prograa 

wa1 really a dilcla1mer, in the eenee that we c!o 

not oonelder the epec1tic aeaeurea that are pro­

poled to oon1t1tute a long-range progrP. '!'here 

are a aeriee or 1tema aaoh or which 1a or &81 be 

good. Some or th• are rather laportant, eome leee 

impor tant. But ae tar ae, a gain, the need tor 

being deoiaive with respect to t he 11tuat1on, I 

don't th1Dlt aD1 or u1 thiDlt the7 will be. 

Well, Rual, nobod7 hal ever given ue a chart here 

or the W&7 we abould or ahouldn' t do. We could 

be aeeting toda7 ae a co.mittee or aeet1ng al 

ind1v1dual.e. We could do anf1;h1Dg we want. But 

• 
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I reel this situation is eo desperate and time ia 
running so taet against ua that 1t there 1s going 
to be a oocplete re•eraal oYer in the Wh1te Bouse 
and an expreelion or a prograa and an expreeeion 
that Congreae .uat eta7 hare, • • , Vaa it 1n '35 
the7 kept them here through ~111 Septeabert 

Yee , end or August, 

That vas until September. 

Then they called them back in ' 37 to a apeoial 
aeesion. 

Well, 7ee; the7 got the stutt through. But thla -
I mean I•a going to - I ' m Juat ra1a1ng the quaation 
whether aome ot you people mightn ' t want to get 
together a doouaent and a round-robin atating the 
positi on, And there are plent7 or people who aren't 
in this room, who hold Yer7 important positiona, who 
I know would e1gn it and who ha•en ' t got a particular ' 
reaponaibilit7 but are interested in the .uoeeaa ot 
the oountr7 and Mr. 1\ooseYel t, I mean JOU oould 
get plent7 of people to aign it. But it mean• that 
Kr, 1\ooeaYelt has to turn a ooaplete somersault 1n 
hle attitude toward• keeping Congress here. 

Well, I agree with 70u on this question or Congreae. 
Wb;r on earth there should be an7 deelre to get 
Congrese out or here, with conditione ae the7 are, 
when legialation ia abaolutalJ eaaential in order 
to meet the problema - the powers Just do not exist, 

it aeeaa to ••· 

All these things require leg1elation, praotioallJ 
all ot thea, 

Certainl7 a lot ot thea. We certainlJ oan' t deal 
with tho aituation aa it exlats toda7 without some 
Congreaaional aot1on. And to adJourn Congresa with 
the idea that thinga are going to get better because 
ot wiahtul thinking Juet aeeaa to me pertectlJ 
aain1ne. I agree with JOU a hundred percent that 
it ought to be t he bueineu ot Congreae and the 
bue1neu ot the ott1oiala in t .he Oovernaent here t o 
at&J right hera oontinuoualJ until oondltione get 
better. What the daYil are public ottioiala and 

Congresa tort 
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Well , I 1ll go a e;ep further. I aean I - I ntn 
go further. I tb1nlt that the guble h 1n letting 

thea go ho11e and do no~ng. 'fbat 'a the gaabl.t. 

You can't whittle ~. oount17 liP to 80 bUl.1on 

dollare. The gamble ie in letti ng theee tellowa 
go belle . 

I agree a bandred percent. 

That '• the gamble , and that' • the co111plete ditterenoe. 

And I'• not •&71Jlg an;rtb1ng that I ha•en ' t been 

e~ing now tor aome u... But I can't - I ' • licked. 

Well, I belieYe that eo tar ae I know, the people 

in the adllinietrat1Ye branch ot the go•emaent that 
t know are not tal.king about Congress getting out 

ot here. The onl.7 people that tal.k about Congreu 
getting out ot here are the leader• on the Kill, 

are the po11tioa1 people that don't have the 
reeponeibility tor the adminietration ot the govern­

aental tunotione. 

And the President. 

Well, 711, he ..,. be, I euppoee, but i en' t he in­

fluenced to eo• ext e nt b7 hie leaders up ther e in 

tht\t regard' 

I euppoee ao. 

Mr. Delano hae a euggeetion that might present 

poaaibilitiea tor oo111proaiae. Ia it poeeible to 

let thaa - tell thea ther're going beae tor tour 

weeks or tin week• <hlr1ng JulJ and epeo1t7 the 
date llhen theJ' re coming back before tbeJ go, 10 

that tbe7 1ll get out ot the worst beat. C.1ve thea 

one aontb Yaoation, then baYe the• ooae back; let 

thea get acquainted with the oond1Uona baolt boae, 

too. Ie that a poeeibilitJ' 

More than that, 70u could g1Ye thea a prograa to bt 

working on. 

!be onl.J trouble with that - I '• Juet taking a leaf 

out ot tbt Prea1dent 1 • book - laat •-r be 
announced to Congreu that be bad a Ye1'7 nice 

• 
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cool place on tbe Hudeon R1Yer which 11 - u :rou 
know, it 1 a too cool - and be would go ~ tbere and 
stay tbere until thaT got the legislation through. 
And tbe:r began to go to 110rk 1n August, when 1t got 
eo bot the tellon couldn't sleep 1n their rooaa. 
Now, ,-ou remember, it got ao bot, and be cUdn 1 t get 
hie legialation - it wae the Public Ut1litT Holding 
Bill, waan 1t it - be didn't get it until it waa eo 
bot tbeee tellon couldn ' t get an,- sleep. And when 
the,- oouldn 1 t sleep n1ghta and get a place other 
than a park bench, by God, the,- put the thing through. 
That's the cold turke,- on it. The same wuggeetion 
that ,-ou aade ha• been aade b7 eoaebod,- alee close 
to the Preeident. I mean, to uee 'l'lllgar terae, 
•sweat the baetards into giving ue a progr&~~, 1 and 
that 1e what :rou do, Just eweat them into it. 

Bell: Tbllre '• one advantage. Thie ,-ear tbe;r 1ve got air 
cooling up on the H111. 

H. M. Jr: 

Ecole a: 

V'nlte: 

But the,- haven't got it in their bedroome, and these • 
tellowe oan 1 t aleep. And therefore the oooleat 
place 1a Oongreae and the;r 1d rather lit in the halls 

ot Oongreae than they would in their own bedrooms. 

1b1a thing ie deeperate. I've beard Marriner ea:r 
thie tor two ,-eara, about doing the ditt1cult th1nge. 

Been talking longer than that. But all ve do h 

dritt until ve get up to an eaergeno:r progr&JO and 
then take an emergeno:r prograa. There 11 been a 
ser1ea ot emergeno1ee here ae long ae I've been 1n 

Wuh1ngton. 

Yell, all that is unqueat1onabl;r 1n agre•eot , I 
think, v1 th the expreaeiona ot ever,-bod,- who vorlted 
on thie. However , I wonder it even that statement 
doeen't avoid an i~rtant dittioultT, and that ie 
the ehap1ng ot enough balic aeuuree, enough portion• 

ot a program that might tall under that categor:r, 
within a t1ae ..tlioh 110'Dld raalte it poseible tor Oongreu 

to get to work on it. Pou1blJ the wa:r out a1ght 
be to aee bow taet whatever groupe ,-ou v1eb to get 
eta.rted on th1a oan produce the eort ot prograa that 
,-ou think 11 worth t1ght1ng tor. Ka;rbe 1t the:r etart 
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right nov and meat continuoualr and drop aTerrthing 

alee - it a1gbt be w1th1D a few veeke or a 110ntb 

rou will han sometb1Dg that rou are will1Dg to 

make an integral portion of this 110re ~d1ate 
prograa. 

Well, Mr. Delano, if I aigbt make the euggestion, 

vh!ob woul~ oerta1Dl7 be helpful to ae - if rou 

people could - that instead of approach!JI8 it th1a 

war, with eight or nine pagee, vbateTer it ie, on 

the temporary thing and then Just mentioning the 

other, wouldn ' t it be poeaible to get up a state 

document ae to what are the bae1o ills ot the oountrr 

llhicb leg1elation will oure, and get up a thing vh1oh 

vou1d be, ear, onr a f1Ye-rear period; and then get 

enough people 'IIIlo are i .ntereeted, beeidee ou.reelves, 

to sign thia thing and send it oTer to the President. 

And then if rou wnt t o have a aub- prograa ae to 

a abort-range prograa, rou ou put in these tb1Dge. 

But put all the etreae on this t hing. And if ther 

believed in it, they could ear they felt that the 

onl.r war to eaTe th1a eituation would be to keep 

Congreu here until th1a tb1Dg wae l!')tten through. 

Now, I 1a willing to 11gn suoh a progra111, and I know 

that there are a lot ot people, I '11 ear the he ada 

ot - Cabi net meatbera and the heada ot i~rtant 
agenoiee - that I'm quite confident vou1d aign it. 

And approach it from that angle rather than th1e. 

Nov, I •a Just throwing that out. I mean what have 

we got to loeet Aa tar ae I'm concerned, all I ' ve 

got to loae 1e to tell ae that - well, what the 

President's- that I'• wrong, be dieagreee with 

••· And ao vhatt I mean ITm none the worse ott. 
I '• willing to rhk vbateTer risk there 1a 1nTOlnd, 

aa tar aa I'm concerned, with putting 87 naae to 

1t. There ia no riek ae tar as I•m oonoerned 
peraonallr, and everrth1Dg to be gained if be would 

eee the light. It all oentere with his. It'e a 

mental etate with 1:11111. 

And please - I'• talking aa though JOU people were 

ae•bera ot ay Treaeurr taa1lr. I can't be anr 
franker w1 th rou. The thing 1a ao desperate. 

, 

• 
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VellL I want to ear I th~nk that - I haven't aeen 

the President off1oiallJ or unoft1o1allJ tor at 

leaat tw JDOntba; the laat t1.11e I aaw h1Jt waa on 

a Saturdar afternoon when ve went down the Poto•ao, 

a da1 1n earlr Apr1.l vhen 1t anoved, and I didn't 

have anr oonveraat1on v1th b1m, ao I don ' t reallJ 

know. But I did get a •easage that 1t vas exceedingly 

desirable that our committee should get to the 

President eo•e sort or a program tb1a weelt. I 

got that ••••age on 'l'huradaf or laat wealt. It 

vaen't a written meaaage, ao I don ' t ltnov 1n detail 

just vhat vaa expected. But I got the i~reaaion 

that the Preddent lill be •alt1ng a meaaage to 

Congress or aomething l1lte that, and that he vanted 

to be able to a t ate what the preeent conditione 

requi re. We d~dn't ltnov whether he wanted a complete 

plan. I don't think we vere raadJ to aake a ooaplete 

plan, although our oo-ittee had done a good deal or 

vorlt on it, 

Nov, the me•bera on that Induatrial Collllll1ttee are 

tull-U•e men; ther've all or them got tbeir joba, 

like thia man (Yh1te) here and Mr. Currie and othera. 

And vhen ther meet v1th ua over at our ahop, they 

ueuallJ do it out or houra, and ve eit ~n and die­

cue• theae various problema. 

I don 't knov to what extent the Prea1dent vante to 

etate the aericuaneaa or the a1tuation ae be vieva 

it, or whether he.. .. And ao ve put 1t i.n th1a 

tora: tirst, that there vaa need tor aot1on; aaoond, 

that there vaa a long- range progr&Jl vhioh would need 

more atudr than ve had been able to give 1t; and 

third, that there vere aolle th1nga that muat be 

done ~ediately 1t ve vera going to hold our own 

in the next eighteen aonthe. Nov, whether the 

Preaident vould vant to glva that out or not would 

be t or hla t o decide, 

I wouldn 't obJeot at all if the President took 

exactly the poaitlon that you have taltec, that th~• 

ia no good because 1t'a too temporary, it doean't 

go down to the baalo needa. I think the ho caeea 

ahould be pointed out; the railroads and the houalng 

are good illuatraUona or thinga that ve have all 

bean talking about tor tlve or •~ yaara, and 

atlll va - it aeema pretty tut1la. It's tutile 

• 
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1n part beoause or the neoeea1t1 under d..ooratio 

proceeeea or convincing a great a&nJ different 

people and getting thea in line. 

Tbat 1 a the problea. 

I listened to Senator Taft last night and got pret t1 

well dhgueted v1th what he sa1d. But he aaid a 

good deal the same aort or atutt that a good man1 

others are eqing. And then I 11etened to the 

President on the radio. I thought the President vaa 

ewell. Still I'm not sure that he ' s got - that the 

leadera 1n Congreu v111 do 'llhat he wanta. You lmov 

that probablJ bette r than I do, Re 1e got men vho 

call themael• .. De1110crata but 'IIIlo rea111 are or a 

very conservative point ot Yiev. I didn't listen 

to Pa t Harr1aon because I wasn't at the Chamber or 

ColiiDeroe to hear h1a make his apeeoh; but aoae aan 

told me what he said and it eeeae to be it vas 

pnthetio - a aan 'IIIlo vas one ot the great leadara 

ot the Senate, whom we've got to rely on tor getting • 

through atutt' 11lte th1a, I&J1ng the things that he 

laid. 

It eeeae to ae that it is too late alaoat to get a 

fundamental long- range progran. There's an election 

oolling next 11ar. I think too that the ver1 nature 

ot ou.r syete.a or governaent 1a euoh that we are not 

aet up t o operate on an1 long-range plann1~g. ~. 

oan 1 t aake a tive-1ear plan because JOU bave an 

election every tva 1ears. It's unfortunate, but I••e 

about ooae to the conclusion that an1 long-range 

plan eo tar aa getting one througb Congreea 1e con­

cerned - it ' a an 1mpoaa1b1lit1• 

I think the Adm1n1etrat1on itself abould haYe a 

plan and eYery piece or leg1alat1on that 1a proposed 

should t1t into a prograa and ahould han a longer 

range objective. As to whether or not rou could 

expect to propose a ooaprehens1• e long-range prograJD 

to ~ongreaa and get anTWbere, I rather 4oubt it. 

It aeeaa to ae that, speaking or t he ra1lroa4 

prograa - ve all know or course that the railroads 

rea111 need, a good aan1 ot thea, reorganl&ation 
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and general rehabi litation. But the thing is eo 

oo~~plioated and there will be eo IIIIIch oontrovera:r 

about it that i t 1e a question whether it 1e 

possible to get 1a0re than 1a nov proposed. The 

bill that Wheeler is handling is rather prett:r 

constructive and atte11pts to etteot reorgani~at1on 

Md do other t hings that are helptul to the rail­

roads . 

On this matter ot equipment, I have tor the last 

tvo years talked to a good man:r r ailroad men and 

they are all favorable to a railroad equipment 

program. And irrespecthe or whether the road goee 

through a receivership or not, it ' s got to have 

equipment, 1t 1 s got to be lr.ept up. And 1t 1a one 

type ot government help that could enter the picture 

vhere it vould coat the government pr actically 

nothing and i t vould stimulate t hose industries 

that aotuall:r need some stimulation - steel indus t r:r, 

railroad equipment industry, and so forth. 

That could be done and :rcu could - that in itself 

1e a - I don 1 t knov hov long-range 1t may be, but 

oerta1nl:r the railroads... . You couldn' t sa:r 

necessar1l:r that it vas an eaergenc:r. It ie a con­

structive program where mons:r ie being spent or is 

being loaned 1n creating real wealth, and it wouldn't 

have attached to it t he stigma or government expendi­

ture that i s wasteful. And it would get business 

support. To that end it ought to be pe:rchologicslly 

favorable . 

On this housing thing, I think it ' s a question or 

tilll.ng largel;r. The dift1oult:r is that a program 

like that or the United States Housing Authorit:r -

it 1e just 111r.e Federa l Housing. I remember in 

'J4 when we tiret got the bill through; it vas two 

years almost betore the thing got organized and got 

regulations and got set up eo it funct ioned. We 

had Mr. Moffett in bare and a group ot banlr.ere that 

they brought 1n and ve just didO 1 t get an;yvhere tor 

nearl:r tvo yeara. Finall:r, we did get to rolllng. 

I think that the Hous ing Authority - it' s a question 

ot timing. M41be by next year, I think, we possibly 

vill see the expendlture that we expected th1a year -
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Juat about a Tear late. But attar it once gete 

going, ,ou have there a continuous cechani ... 

Now, on r.H.A., on Federal Housing, I've been 

tollovtng these recent aaendaente, and i t 's Juet 

a typical oaee ot what 70u1 re up against. Thie 

what the7 call the Cochran Amendment that - tbe7'n 

been holding this thing up, and on July 1, ot oou.rae, 

the legislation expires and as a reeult the Federal 

Houaing 1e bogg1ng down. It 1e one thing that baa 

been going along. As compared w1 tb March, it 1 e 

been eliding ott, and it ought to be going up at 

this time ot the Tear. And whereas laat Karch, 

aa compared ~th a 7ear ago - t o%1 the last weelt ot 

March thh 7ear as compared with a 7ear ago, 1t wae 

eight million more tor that week than a Tear ago; 

whereas wi tb1n thirt7 days trom then there waa onl7 

a two million ditterence, It' s been going right on 

down. Now, one ot the reaaona tor that ie, aa I 

e&)', this IIJ!Iendment having to do w1 tb the prna111ng 

wage olauee, which can't be gotten out. Now, that ' • • 

in to et8J' on the larga-ecale housing aaotion, and 

there have been eometh1ng lilte 25 c1111on ot approved 

applications cancelled, because the preva1l~ng wage 

Juet 81111pl7 cannot be paid an:rvhere 1n the llouth 

and 1n the IUddle Veet. 

I tallted to the Federal Houeing people yeeterde7 

about tbte aatter. Tha7 I8J' that eo t ar as the large­

ecale boue1ng, which wae coming torward 1n ver7 fine 

ahape - that 1e, the liaited dividend thing lilts 

thie place over here in Virg1nia and the one out on 

Sixteenth Street - that the7 expect that large-scale 

houeing will be reduced at leaet one- third per­

aanentl7 over wbat it otherwise would have been; 

that the prevailing wage Juet cannot be paid and 

llake the p rojeota profitable either in the llouth -

I ltnow the7 oan1 t 1n the Veet, the part I'• troa; 

1t would t1n11h that type ot hcue1ng there ent1rel)', 

at leaet tor the Uae being, until there ie an 

awtul big change in the rental etruoture, and then 

tha7 mq do tt. 

Large-ecale. 
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Tbat 1 a right, large-scale. 

Unleae ;you aubatant1all;y reduce the interest coat. 

That 1a right . But ;you're going to have d1tf1oult;r 

unleaa the Government does the d1reot tinano1ng. 

You can reduce- it 1a nov tour and a quarter on 

the large-scale and :rou a1gbt reduce 1t a halt ot 

one percent, :rou 11igbt get it to three and three 

quartera, or reduce a quarter of one percent to 

tour percent, but :rou can ' t do liUch be:rond that. 

How, I Just aention thoae th1nga aa t:rpioal . There 

vee one th1ng that vaa reall;r rolling ahead, diUUI 

1 t. We get a prevailing wage aaendllent up on the 

Hill, you get the Cochran Aaen.t.ent; that ties the 

whole thing up te~~poraril;r. 

What 1e the Cochran Amendment, Xr. Eoole•' 

That land cannot be put in at 110re than the laat • 

eale price and 1n no caee more than, I th1nk, ten 

percent of the coat ot the proJect - aometh1ng 

like that. But it meana 1t ;rou get a piece of 

land that n.a bought t1tt7 7eare ago at two dollar• 

or three dcllare, that ' a all 1t can be put in at. 

The prevailing wage eoale - that 1 a not added, that 

vee alread7 1n. 

No. 

That ' e been added' 

That • e been added. We've been able to ll11 that 

ever;y ;year. It vee killed b;r llo to 42. And damned 

1t the;r haven ' t got that 1n on the 1~-eoale. 

Nov, it 1an' t on the elll&ll houe1ng, 1t • cnl7 on 

the large-aoale that the7 1ve put that 1n. But I 

checked 1t and Bob Wagner ea1d he vaa double-croued 

on 1t with Lodge and that crowd, and damned if he'• 

go1.ng to get h111eelt out on a l1ab again. llo there 

7ou are. 

You want to 887 eo~~~eth1ng, Xr. Blllitht 
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Well, I don't - I ' • such a newcomer in thie official 

taally that I rather hesitate to add ay voice to it, 

But tolloving the u:urple ot tranlale .. ot the 

Secretary, I 8Uet eaT in general at least that ay 

tear• have been too well oontiraed; namely, that we 

probably haven't been doing continuous eoonoaic 

planning, vhioh aeems to me ver7 neoeaa&rJ. Or, it 

there 1e planning going on, it 1 e epae111od1o and doesn't 

lead up to executive action, 

And I ' • wondering it again 've are not very muoh in 

the position ot the tire d'Partment or the tire ohiet, 

ve 1ll •AT• who w1ehee that lie had a long-tera prograa 

ot tire prevention worked out and in actual operation, 

but tinde himself in the position ot putting out 

tiree wherever they arlee. It eeems to me that what 

ve are right nov uP agatnet 1a t he purchase ot tire 

equipment rather than the development ot a tire pre­

vention program. It's a question ot timing. The 

two things might obviously go along toget.her. But 

I am _,ndering 1t perhaps we don 1 t have to think ot 

the program ot immediate action while at the same 

time oo..aitting ourselvee t o a little more earneet, 

&Jetematio and energetic eoonomto planning which will 

get at the baeio problema to Vhich 70U refer. That 

18, it ve vera to watt perhaps to get underneath the 

basic problems without in the aeant1ae doing what 

m&7 eeem to be reaeonable things, our basic diffi­

culties aooUIIUlate. 

I have not eeen thia memorandum before the meeting, 

ae the rest ot JOU haven 't, and I have no apeoitio 

proposals to aalte. But it does eeea to me that a 

sit uation ot this sort tends to emphasi~e the need 

tor a rather SJeteaattc proaaa ot planning. That 

ie - I'll take Mr. MarrinerTs point - ot oouree JOU 

oan't st1olt to a long-term plan, but at the aaae 

time that doean't preclude long-term thinking on 

the part ot the .\dmin1etrat1on. I aee a good •anT 

reasons vh7 public houa1ng baa slowed up. In an7 

event it'a going to be, I think, a rather alow 

tedious sort ot thing, tor a great &an1 reasons. 

But &aTbe ve can get at it by stimulating private 

boue1ng vith lov interest ratee, doing aometbing 

about labor coats, and eo on. 
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I don 1t want to get into the detail a because trankl7 

I don't know enough about each or these 1t·eae to 

discuss them 1ntelligentlr. But I hope that the 

Oo-rernment can - we can atop bu7ing fire equip•ent 

to put out firee and do the tire pre-rention job. 

Well, rou use . the tire depe.Mment, whioh 11 a good 

example. I use another one, being a farmer, and that 

1e the question ot getting the ned bed read7. You 

oan plant all the eeed that rou want . But if the 

gn.und 11 eour or it it 1an 1t -if 70U don't plow 

deep enough and the ned bed ien 1 t readr, rou ' re 

going to continue to get poor orope. We ' ve juet 

been pouring on the eeed and the fertili&er with a 

badl7 prepared eeed bed, and the reeult 1e we ' re 

not getting the production we ehould. 

Now, if th1e group hal the enerS)' or 11 eo inclined 

to write out something that the7 agree 111ght be 

done at th11 ee11ion ot Congreae, to put up to the 

Preeident, and then want to come back, I'd be 

more than pleased to meet aga1n. But jus t to send 

that k i nd of th1ng onr - I perecnally feel that 

it'a juet adding good aeed to bad and rou'll see 

poor gera1nation and it 1a just eome more abot in 

the arm etutf that doeen 1 t oure anything. And I '• 

not inter ested any more in that kind ot a prograa. 

I want to ea-re rour tiae a• well aa a1na. I mean 

I •a just not intereated an7 more in theaeebort-range 

prograae. I mean rou ' ve got to do certain th1nga 

to make it attractive tor private capital to go to 

work. 

Vaa rour thought, Mr, Seoretarr, that this statement 

would 1ncluda eome generalhat1ons w1 th reepect to 

eapha.a1dng that something needa to be done, or 11 

it rour thought that th1e etatement • ••• 

Excuae ae. Can rou hold rour thought a minutet 

Vhl.te: Yea. 

Ranee: 

(H.X.Jr. gpea Jut to take a pbone Oall) 

May I ask a queetion about what 11 t he over-all 

aum ot upend1turee conte~~platedt Ally over-all 

t1guret One billion, two billion - what 1e itt 

• 
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The entire progl'U, with the exception or eoae or 

the f arm propoaala, need not 1nYolve all.1 a441Uonal 

budget&r7 expen41tllree. A gpYerD1ng cona1derat1on 

throagh 1 t all waa an aUnpt to lr.eep the contri­

bution to bu71Dg power without 1ncreae1ng the det1cU. 

What about d1eburaeaen11r, wbat about net caeh outgot 

That ' s what I aeant b7 net caeh contribution. 

What he ( Du1't1eld) aeant was , bow about the 1noreaee 

1n the net caah outl&J, without budget&rJ etteott 

There would be an increase, but 1t ' • hard to eet111ate. 

We d14n 1 t put down the ti!Plree , 'l'h1e public worlr.e, 

tor 1natanca, 1t 1t were oarried through a1a1lar 

to the u.s.B.A. pri nciple of a grant of 1ntereat 

rather than no grant and part of the prinoipal - that 

would be a negligible charge on the budget. How , 

auoh would gp out that wa:r I don 1 t lr.now. We ' d haYe 

to go 1nto that. '!'h era are oo ns1derable 41tferenoee 

of op1n1on. I th1nlr. a a1£eabl e prograa could be 

1n1Uated; otber people don ' t th1nlr. eo. 'l'he7 feel 

that oonat1tut1onal debt 11a1tat1ona would get 1n 

the "&7· 

The railroad equipaent thing - we rano7 that either 

through loan• or through an equ1paent corporation -

I 111 sure 1n the caae of t he oorporaUon that JOU could 

get half a billion out. 

I thlnlr. the oorporat1on 11 out, though, Lauch. 

I don't. 

I '11 perteot17 aura that the Jail road people t heaaelne 

would fight 1t bitterl 7• 

What'• the alternat1Yat The7 • &7 th e71ll borrow, 

but there'• bean no 1ndioat1on 1n the paat to g1Ye 

an7 aaeur anoa that there will be an7 aubatant1al 

loana ~~ade. 
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I tb1nlt it JOU tey to .. t liP the equipnnt oorpora­
tion, before JOU got &nJ rea1 Yoluae - it would be 
two Jeara awaJ, juat 11kt other new aoti vitJ which 
ie eat up - no i .. e41ate aotion. 

!her e ie this big ditterenoe in thia oaee, OoYarnor, 

between thia and houeing. There i~ no question or 
a new tJPe or housing, getting land aitea and the 
other thinga aa in u.s.H.A. The equipMnt oapaoitJ 
1a right there, the plana are right there. You oan 
order standard box oars and freight oara tomorrow. 
You know JOU need them. There 1e no reason at &11 
to 4alaJ on that part ot the progra~~. On the apecia1 

program, atreamlined traina and othert, there would 
be delaJ. 

You 111 get oppoel t1on on the railroad equlpaent thing. 
I wa.a tor i t two Jeara ago veey etrongl.J. Then waa 
t he t1ae to do it. But I think now it JOU want anJ 
quiok action, and with the general attitude or buei­
neu, JOU 111 get a1aoat united oppoe1t1on to the 
Oovernaent owning a corporation and buJing equipaent. 

There would be t he great howl about the Oovernaent 
encroaching and atepping into a buai neaa field . I 
don't think JOu oan get b)' with it at &11. 

What eYidenoa haYe JOU, Lauch, that the rallroada 
will borrow aoneJ to buJ equipment! 

I ha•en 1 t got •erJ auoh, DannJ, on that end or it. 
That ' a wb7 I ' m a little bi t more akepti oal than the 
Chatman 1s on how muoh mone1 would be taken up 
tor loana. I am told b)' people quite oloae to the 
Ueld that aanJ roada just regardl.eaa or the tenl8 

w1J.l not borrow trom the R.F.O. tor equlpaent, will 
not go deeper into debt . Other roa4e we don 1 t know 

about. 

(H.M.Jr. returna) 

Well, at t he requeet or the Preaident we eaw 
Mr. Carl Gr&J and Mr. Willard or the B. & o. , and 
Mr. Willard told ua, ualng hie railroad aa an 
ex&IIIJ)le, that he had enough idle oara and equip­
ment, which be oould repair in three to aix montba, 
to Illite oare or a !1ft)' percent i ncreas e or buaine ... 
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And he turned to Carl Gr~ and 11\id, •Ia that 
indioatiYe ot the induetryt• and he laid, •Yea.• 
The7 needed tittr percent more trattio, eeet 

I think that '• right llben it oomu to old equipment. 
I talked to W1laon MoCarthJ reeterdaJ - ueed to be 
on the R.r.c. - he'• been handling this D.IR. G. 
receiYerah1p. I &leo talked recentl7 to the vice­
president and treaaurer ot t he Pennsrlvania Rail­
road - laet aWII!Ier , Just a rear ago now. And, 
speaking ot what McCarth7 eaid about it, he said 
that the7 had - he mentioned it, I didn't at all -
he wa1 Juet a.,-ing that the7 had aade a aurYeJ ot 
the equipment situation and the a-ount ot equipment 
that the7 could bu7 1t the7 could get it on the 

right terme. He laid, •Now, we've got plenty ot 
equipment, but, God, the coat ot rehabilitating 
it and maintaining itJ• and he eaid, •It 'e obsolete, 
old and heavJ. • He eaid, •we could attord to eorap 
the whole works Just rather than put the money out 
to put it in good repair and then keep it in repair • 
and then the additional eoet ot operation. • 

Now, I thi.nk that it JOU could get terms ot twentr 
to twentr-tiYe years , which 1a the lite ot equip­
ment , and bu7 the equipment over a 7ear or two 

deliver7 period at this time, JOU 1 d be a ble to con­
tract tor equipment possibly at ten or titteen per­
cent lees than you would under a condition ot tull 
buain .. e aot1Y1t7; and then 1t 70u had JOur two 
percent int erest charge on the equipment, the oo1t 
ot two percent interest and the amortization over 
that period ot time, the7 tell me, would be le11 
than the aa1ntl\1n1ng ot a lot ot this old equipment. 

You're talking about a replacement program now. 

Yes, a replaceaent program. 

What are 70u R'Oing to do about the debt on the present 

equipment 70u T re going to ecrapf 

Well, it ' e pl\id, aoet ot it. 

I don ' t think it i1 paid. 
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Yea, it ia. All the e quipment - all tb1a old equip­
ment ie - you aee , your equipment t rust certificate• 
were i ssued tor ten years and fifteen was the top 
on equipment trust , and al l t b1a equipment I'm 
tallt1ng about ia twenty-fi ve yeare old or more . 
Wbnt percentage of the total equipment , Currie, ia 
over twenty-five yeare old, where they haven't had 
equipment truate on itt 

I wae told that the average age or equipment ie 19 
yeare. 

The average. I f you oould Juet replace wbat ia over 
25 years old •..• 

Xarr1ner, if I 111&1 i nterrupt, I'd lUte to keep thie 
thing on this baaia. !ime ie or the essence. I 
don' t want todaT to d1acuee any oae ot theae tem-
porary programs. llb&t I am saying to you gentleaen 

ie thie. I would love to be a part or a program 
wh1oh woul d help to lay before the President - try 
to convi nce him, nobody else, that at this aeaaion 
ot Congress we should cure eome of the basic evi le 
which are the matter w1 th th1e countr7 and which we 
b&ven 1 t done during the laet e1x and a half yeare. 
!low, I 111 do anything on that. But simply t o go to 
h1m and b e part of another epend1ng program to talr.e 
care rL six to twelYa months - rranlr.ly, gentlemen, 
I don't want anything to do w1th u . Now, I can't 
be any franker than that . 

But I ' ll do anything w1tb1n - that ia honorable, and 
I'm w1lling to be the epearbaad, I '• w1111ng t o be 
the wh1pp1ng boy , I ' • willing to do anything t o try 
to convi nce h1m as to the necea eit7 or do1ng it thie 
euamer. 
Mr. Secretary, I'd like to put before the group the 
or1tioiam - m1 own view• w1th respect t o the general 
ecale i n t e rme or whi ch thinking has to be done on 
this thing, because I think 1t 11 verT i .mportant 
to get lt 1n aoale. It my scale is wrong, I•d lilt~ 
t o ohanga it. But it u eme to me that what we have 
t o have is an aggregate prograa, private and state 
and munici pal and Fedar.U, that would 1nvolve the 
i nvestment or about ten b1ll1on dollars a 1ear eYer)' 
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Jeer more than we ere doing todeJ. Now, obviousl.y 
you oen ' t ~at up to thet this Jee.r or next Jeer; 
but it you re talking of five yeers, you will not 
gein full employment unless that is your position. 

Now, you can edd up ell you can thi.nk of in term• 
ot privete houaing end reilroed equipment and the 
utility industry and retooling end ell the rest or 
it, end you're still going to bee long vaye short, 
enywbere trom tour to aix billion dollers short, 
depending on how optimistic you are sa to what cen 
be done privately. And if it isn't done privately, 
it bas to be done some otber we1 - atete, municipal, 
Pederel or what-not. 

Well, trom my own thinking, by Junt using that kind 
ot arithmetic, it forces the cons ideration of what 
ere now considered rether draatic measures. In the 
end, I don't know- I think you ' ll have to get en 
everege standard of life much higher than we bave 
todeJ , beoeuse I don 1 t believe you can go on invest- , 
ing ten billion dollars a yaer in productive facili­
ties without getting t o e position where then you 
have to invest twelve, fifteen, or what-not, because 
your potential produotion will increase eo rapidly. 
But I get very peaeimistio about little prograne 
tbat involve 500 million dollara, I muat say. 

I wonder wbether there isn't e grave danger here or 
ending on not onlJ a sour note, but one t hat doesn't 
aocompl1ah enyth1ng. It I underatend you, Kr. Seore­
tery, your thought h that there may be a statement 
prepared tor the purpoae ot oonv1noing the President 
that eotion ie neoeasarJ and neoeaaary now, and that 
that action should i .oolude or ahould be built around 
changes, mod1ticatione, auggeeted propcaala wh1Gh 
attempt to correct eome of the baeic maladJustments. 
It tbat is your tbougbt, 1 think that 1t would be 
an excellent idea to go to wo rk on that and we could 
bave somethi.ng out in a short period ot time, very 
short period ot time. 

It, however, your thought 1s - or the thought expresaad 
by some others •••• 
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bouse ae. You ban e:p:reued ., ~~~Pt. You 
o1111 atop right there. 

I ae1111 we don 1 t w1111t to ba•e "' piolt Jut 'llbat ~•e 
'b&llio propoeala are. You MaD Jut the tiret ••• • 

Jo , J OU oould atop right there, ae tar ae I•a oon­
oerned. 

I th1Dit we oould do that 1n a TtrJ ehort UM. !bat 
a1ght well be the tiret tau. 

I don't mow bow llr. 1!111th teele, but ae tar as I'• 
oonoerned JOU oould etop r1gbt there. 

I th1Dlt that 01111 be done w1 thout hold1Dg up •••• 

John' 

Yea, I &81''' w1 th JOU · • 
Ot oourae, JOU get the ctueai1on ot W&t are the bado 
probleae. 

It we ba'l'l to indioate tobat the bado probleaa are, 
then I•a atra14. to oont i nue Kr. 8111th1a an&].ogr, that 
all tba houeee will burn down before we get our t1re 
apparatue. 

1.'hat 1 e wb.J I ea1d, •stop right there.• Let'• "' 
W&t oan be done at that point. 

I ehould th1Dlt n 1d want to do what JOU did, we'd 
want to g1•e eoaeth1ng aa 1lluatret1Ye. For 1natanoe, 
the railroad problea ia a good illuetraUon, aa good 
a one U JOU 1d wan to 

low, again tallt1Di 'l'erJ auoh 1D thh rooa, the Prui­
dant th1nlte that tbe pabl1o ut1lUJ problea baa b"a 
eol'l'ed, and be •&Je it I oan1t "' U I don't uader­
•tand u. Well, I don 1t th1Dit, and a bwldred th1rtJ 
otber a1ll1on people don't 'h1Dit 1t1

• bean eol'l'ed. 
Be thlllk• tbere'• noth1Di aore to do on tbe publ1o 
utUUJ probl•· low, what I 1a 1Dter .. ted 1D on 
tbe publio utUiU" 1a to get tbea eo theJ th1Dit 
U' • •ol'l'ed, eo thet theJ 1 ll F ahead and epead 
tha1r ehare of the aon•J. Be •aJ• 1t 

1 
• aol'l'ed. 
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I adJDi t I '• dwab, I don't underetand it. Certa1nly 
the public utility induetry doeen 't understand \t, 

Doea he aean by public utilitiee juet the electric 
powert That ie muoh nearer eolTed than other 
problema. 

Well, I think he did mean that; but certainly in the 
a1nde or the public it ian•t. · 

Well, or ocuree, your labor preble& - after all, 
you 1Te got tvo baai c problene Which ve can ' t poaeibly 
eol'f'e at this tiae; we'll haTe them v1th us 1n aore 
or leaa acute toni tor eoM t1Jie. And thoee are 
your labor preble• and your agricultural probl•, 
and they're both basic and they're both at the 
bottoa or a good deal or the rut or our troubles. 
And yet you can't - you'n got to deal v1th thea 
aa they are. And the queat 1on or nev 1nTeataent 
1a related Tery closely to both or th•· 

Take houeing, tor instance. Nov you've got- I vaa 
dovn in Houston day bef ore yeeterday and daJIIJl 1t, 
the whole tovn vas tied up 1n etr1kea. They 've 
got - I aar tied up; it isn't, but they have got 
a lot or strikes there. You 1Te got labor nov 
deaanding - ..mere they1Te been gett1.ng twelve dollar• 
a d.&J tor eight hour• i n any nwaber or placee, they 
are nov demanding thirteen dollar• a d&J tor seven 
houra , on houa1ng. Kov, hov in t h e hell can :rcu 
get anyvhere en a houaing progra:a v1th that kind 
or a labor ettuationt 

Could I juet talk to ycu (Delano) a 1111DUte elonet 
Could ycu gentleaen excuse ae a atnutet I Just 
want to talk to you, 1t you'll coae vtth a e. 

You eee, Xarrtner, there 1a thie great danger, Which 
Mr. 8a1th pointe out, which I think you h&ve 1D 
mind. We're liable to run around eo long about 
getting agreeaent on baeic probleaa; and 1t the 
suggestion or an iamed1ate progra& 11 to ava1t 
ooneummation or a baeic prograa, then I•m atraid 
you're going to be etuok v1th neither •• • • 

• 
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Eccleel I 4Dn 1 t tll1nlt JOU ought to 4o - I tll1nlt it' a too 
late nov. I thinlt 1t JOU 1l'e g:~ing to do an,tbing 
that ve expect Xr. Roos eYelt to oarr7, it can't 
be related - I aean it can't be a detenll.nation 
ot all or tbeee baeic probleae and an aneapt at 
a solution or thea. I think that it • a got to be 
somewhat or an ea.ergenoJ operation, keeping in 
mind, or couree, what the basic problema are. 
But, ae JOU &&J, ve could be here el.l summer die-
cussing vhat the baa1c problema are . And then JOU 
a elr. Oongren to deal with the bal1o problems and 
the7 want to ha•e hear1nge tor tvo 7eara, want a 
atudJ to b e -.de. 

RWill Marriner, there 1e nothing inoonl1etent with doing 
both. Th1e tir e chief that hal been brought into 
th1e conference - part or h1e tire prennt1on pro-
graa 11 haYing apparatus t o t1gbt Urea with, eo 
the7 don 1 t spread. I th1nlt the thing I feel 11 

( 
that these prograae aade here do not tit into &nJ • 
general ~. Nov , they all are consistent with 
the general eett1ag. 

llh1te: I th1nlt JOU are pro 'babl7 over-eaphas1r.1ng the tem-
porar:r nature ••• • 

RWil: Let them be long-tara, B&rt'7, I don't object to 
that . But I don 1 t see in th1e eat of propoeel.e 
t hat the7 are neeh on a elr.eleton ot a 1110re general 
orientation. 

Ecolu: Vel.l nov, I don ' t agree with that at all. I don't 
tll1nlt there 1e a lingle t lUng in tll1e program, ae 
I aee 1t - and I'•• seen it t or the tiret t1ae th11 
morning; ot course there ' s nothing part1ou1arlJ nev 
in it, just different aspects put together - I don 't 
see &nJth1ng 1n th1a program that 1an 't prett7 
tundalllental and vouldn 1 t t1t into a longer range 
prograa. llov, I'll adait that 1t oerta1nl7 1an ' t 
all-1nclue1Ye and 1t isn ' t ooaplete, but there 
ian • t an:rtll1ng in tll1a - an:r part or 1t that 1e in-
cona1etent with &D1 long-ra~~ge prograa. 

Vb1te: It'e a m1enoaer, I th1nlr., to apeak or th1a purelJ 

( 
ae a teaporar1 prograa, because 1r 7ou take the 
l1at rroa one .sown ••• • 
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Your railroad equJ.p•ent te'ta te-s>Orarr emergeno7. 
I mean 1t hn1t a tbJ.ng that afteota tbe wd.get; 
1t 1a .. rel7 at1au1at1ng pr1Yate aot1Y1t7 through 
OoYel'lllleDt balp, euoh u PedeN! houe1ng baa been 
doing right along. It 1an1 t ue1ng OoYerD•ent 
110ne7; 1t will be ue1Dg pr1Tate 110ne7 v1tll, Of 
couree, the R.J'.C, to lend 1t. low, tbat"oould 
be lon(f-range, 1t oould be a prograa that would 
appl7 until .uoh t1me aa the railroad• were able 
to oarrr theuelT... Now, I th1nlt that two- th1rda 
of :rour railroad problem toda7 - thou that are 
left - 1e a deprua1on problo. The railroad 
problem that we U.lk about _,ld d1u:ppear 1n a 
hllr1'1 1t ,.ou bad an 80 to a 90 b1ll1on dollar 
i.Jloo••• and lda ~ we are t!')'1Jlg to do 1a to ad,luat 
the railroad probl• baaed 11POD a 6o b1ll1on dollar 
i.Jloome i.Jlatead of aupport the ra1lroade w1 t h th1a 
th1ng and get the i.JlcoM up. Then the daan probl• 
would d1aappear. 

That I 8 right . 

Ruht 

That ' • right. 

8o that part ot the program .. eme to •• to be oer­
tainl7• • . • 

You can 8&7 tbat about the next one, nuaber three , 
eelf-l1qu1dat1nS tranapertauon fao1l1t1ea. There 
1a al.W&J• - that can be a oont1nu1ng prograa, tbough 
obT1oual7 the .. ounta 1nTOlYed would T&rJ TerJ 
aubatant1all7• 

It '• tragaentarJ rather than teiiiJ)Orarr• 

I oona1der tbat - that 1 a r1gbt. 

'!'hat 1 • reall7 the word. 

How, th1a Soo1al Becur1t7•• • • 

It 1a fro• .,. poi.Jlt of Yiew. You get all 1nTOlYed 
1J1 tragaenta, 70\l haTe no aenae of relat1Ye 

• 
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That' s what we need- to determine the emphasis 
on the baei o program, not to specify the iteae· 
but to eo close the etatement aa to indicate the 
extreme neoeeaitJ t or a bae1c program, and the 
general pattern, pouiblJ. 

But, BeardaleJ , here is where I di sagree wit h 
JOU. It ien't on t he seriouenese or the problem, 
it isn ' t on the s i ze or the problem, aee, at all . 
Where I disagree with rou ie that what JOU would 
propose t o do would so oompletelJ shock the publ i c 
and Congress that in the first place the President 
and people in the Administrati on would Just not 
even dare t o touch it, and therefore JOU get 
nothing. Now, I 111 admit that we may go along 
until a ori eie develope, see, or such a serious 
proportion that ;your program then wouldn't shoolt 
an;rbodJ because they'd be willing t o accept de= 
near an;ything in order to meet the gravitJ or the 
a1tuat1on. In the meant1me, I t hinlt all we can 
hope t o do 1e to lteep t his t hing rocking along, , 
see, ror a year at a time until either Mr. Roosevelt, 
1! he ahould go in again, or until somebody else 
that happens to be in here ie willing to accept a 
more drestio program. That i s , the public today 
can't, in m:r opinion, be made t o raali~e the great 
need or increasing the consumption i n thie oountr;y. 

Well, there 1e no reason whJ we shouldn't loolt at 
it. It wouldn't ehock us particularlJ. I mean 
i t seeme t o me transparent that it the figures are 
what I can believe t hem to be, the tallt about do i ng 
it by pri vate 1nveetment or publ1o 1nveetment 11 
Just eo much wasted wind, beoauee you have to have 
all or both JOU can poseiblJ get and can poseiblJ 
think or. Now, there 1a no - I moan the re is no 
argument t here, 1! you loolt a t a t en billion dol lar 
det1o1eno:r in inveetaent. And eo i t goes all along 
the line. And I thinlt that we duck some or t heae 
thl.nge aimplJ because we don 1 t aee the acale w 
haTe to worlt on. 

Ot oouree, JOU 1r e tallt1ng about a 90 bUl1on doll&r 
program, which we or course do need to aeet the 
unemplorment thing. 
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By the t1me JOU get t o 1!0 - I aean :rou ' ll 'be ahov1ng 
the tb1ng over the bill all the t1ae. 

I agree. But t he thing 1a, 'b;r Ood, I'd like to get 
up to 70 t1rst . 

Some or us would settle tor 611. 

That 1 a nothing. 

I 1 d l1lte to get the unearplo:rment down trom - well, 
I don ' t know were it 1a - 12, aan'be, down to 10, 
or rrc• 10 down to 1!. I t b1nlt 1r :rou' re going 1n 
tba t direction, t he thing aort or will reed on 
itself t or a t1ae and g1ve :rou • ••• 

It'a nothing, Xarr1ner. 

I t will tor a t ime •• •• 

Yea, 1n the twent1ea, ewell . 

At an:r rate , :rou need t1ae tor a 'baaic prcgraa, and • 
unless ;you get an emergenc:r program you're not going 
to have any t1me tor a 'baa1c program. 

You're not going to get an emergeno:r program unleaa 
these rrag~~ente are ..orlted into something that 
g1vea a prograJa meaning. 

We'll have all we oan do t o agree on these deta1la 
tor the t1ae 'be1ng. 

'fb1a Social seour1t:r thing •••• 

It'• long- range - old age pension aoheme 1n the 
long-range. 
It ;you can eb1tt tro• colle ct ing t1ve llundred a1ll1on 
.ore than ;you pa:r out to a 'baa1a where t het ~· 
evened up, ao that ;rou collect on a pa:r aa :rou go 

bae1a •• • . 

Ma:r I 'be e~cused' 

lfhat I 8 that' 

- . 
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I thlnk we can all be axouatd, can • t "'' lfhAt 
elee han we got to tallr. aboutf 

llhat 1 e the taelr. ••• • 

I take 1t 1n 2~ hours 1ou fellow• will oome back 
with a program. 

Twent1-tour hours 1a prett1• • •• 

V1th a et ateaent. 

V1th a statement. 

I thlalt we can bring back eoa eth1ng. 

V1th a etateaent. 

A s tatement ot aome thlnga we th1nk are euant1al , 
and a 811ggeat1on that Congreu ought to atq 11ntll 
we g1Ta 1t to thea - aomethlng l11ta that . 

It will be ln t he torm that wa get others to 
aoq111eaoe, I take 1t. 

Yea. It 7011 people are eo 41 apoaed, I'd be delighted 
to aee 1 011 at 11:00 tomorrow. 

'tomorrow' 

G1ve 11a - malta 1t Tburada1 - another two d&JI• 

Another two deJ•' 

I mean ThuradeJ, or Pr1da1 noon would g1ve WI ••• • 

I won't go beJOnd 1.1100 o 1oloolt Thur•da1· 

J.l.l r1gbt. 

And I want 7011 to ltnow, tbere'a a1-1• the ohanol 
that I '• goi ng to bl o allad on the Hill betore 
lfqa and Means before that, and then .mat happen• 
I don ' t know. I j111 t want to • .• • 
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I want to malta sure that we· understand that ;hi a 
statement is going to nphaahe the neousit y tor 
securing Congressional action now, and action on 
both a basic prograa and an emergency program, 
vitb.out apec1ty1Dg the deta1la or either bae1o or 
emergenor; that thi s will be merely the first step 
1n the direction ot gett1.ng action. 

Yea. But what I'd also - it I m&7 auggest, state 
the basic need tor t1 ve-:rear planning. Vh1 do we 
need a thlng like th1•' 'llbat 1a the deaperate 
a1twt.t1on' 'llbat 1 a going to happen 1t ve don't have 
one' You see' 

Then that would be the tirat atep. It that were 
acceptable, then we ' d im=ed1atelr proceed to a ttempt 
to • ... 

I mean I think, Harry, what you need ia an economic 
atatement expla1.ning in verr eimple language wh"f 
;you people think that the thing is going to get 
atead117 worse, not on a month-to-month basis 
but on a year-to-rear baeia; and that's wh"f we need 
a tive-year plan and that's wh;r we need legislation 
to cure certain of theae avila. And tirat give ua 
a ob.anoe to let private olll)ital go to work and then, 
second, figure out hov much more you've got to 
supplement it b7. Huh' 

'l'his ahould be a docWIIInt, preawu.bl;r, tor the 
Preaidant and not one we 111 have to consider oan 
be Ill& de pu bUo. 

I go back - anything we aend hia, I always go on the 
baaia, vill be made public. 

One toX'I> or another. 

One way or another. 

Ecolea, could rou come back at 11:00 Thurada1t 

Let 's see- rea, I think I can come back. 

Mr . Smith' 
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(Joda ,ea). 

I don 't feel Yel'J bopetul aboat 1t. I 'n aboot 
reaohed tbe t~ ot a1Ddt let t he d- th1DC 80 
aD4 take 1ta oour... I ' • • beeD 1D tMt traae t or 
ao• t1ae. 

!bat 1a, wbat 1 a t h e ueet 

You don' t t .. l that wa:t . It :rou do, :rou ought to 
go out, get a couple or dr1nka t or :roureelt. 

I •·n about aade liP •:r a1nd that the dallll tb1ng haa 
got to go and take 1 ta oourae unt1l we get suoh a 
or111a 111 t h e oountl'J that we 111 deal w1th tbe 
tb1ng e1 t iler 111 one Wl.':f or anotber. 

Do :rou know an:r 110re jokea, Xarr1Dert 

Buht 

I •a:t do :rou lalow an:r aore Jokeaf 

That ' • t h e wa:t I feel . 

llo, :rou don ' t, 

Yea, I do . 

Propoeaa or oata atropbe. 

!bat ' • tbe wa:t I reel about u . I '• g11'1ng liP• 

The trag1o t b1ng 11, that'• t be wa:r 1101t ot tbe 
people 1n t h1a town teel. 

It I knew where tbe bell to 80• I •d 80 there. 

You aeaD 1t :rou l1ke tb1a et at .. ent, 7011
1
11 r1gbt 

tor 1t. 

I ' ll t1gbt tor eoaetb1Dg I bel 1e• • 1D. 

It :rou bel1en 1A th1• atataaeDt, :rou ' ll t1gbt tor 

1t. 

• 
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Yea. 

Tben J'OU I l'e not all 11c)ted ret, J'OU 1Ve got SOlie 
ti.ght 1n rou yet, 1t :rou aee something rou 111te. 

I don't teel I'• licked, I teel the oountr:r'• 11clted. 

That's the bo;r. 

I'm just part or 1t. 

Yell, Marriner, I thought that Vb1te bad almost a 
bopeleae taelt lteepi.ng me in line, but 1t aeema be '• 
got allloat •• IIIU!)h tr;r1ng t o tix :rou up. 

Yea, I 1ve been pr ett:r daD bard, I auppoae, lat el;r. 
You reaob a point atter a wb1le ware rou Just don 1 t 
give a d&Jm, Tber e 'e nothing - 1n other words, :rou 
aa:r, •God, what the ball d1tterenoe doe a 1t maltet• 

Well, I haven't reached that point yet; and, aa I 
say, I 1m w1111ng to otter a;raelt aa a wb1pp1ng bor 
it there hea to be one. 

• 
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!I!E !!IE!) FOR .t.ctiOII 

It ia tho oonoe:aoua ot thoao 1lbo ban boe:a look~ into 

current induatrit.l conditione that tho t1mo hu arri..-.d tor 

apooit.l t.otion. It 1a gOflort.lly o.uood by r oproaontt.tino or 

tho T&rioua Fodort.l o.gonoioa oonoornod with induatrial o.otiTity 

that 1n the abaenoe of' auoh t.ction, the \111-.ployae.ot aitue..tion 

will in ..U probt.bility bo aubatt.Dtit.ll)' tho aaae in 1<;1.0 o.a it - ---
1• now. -1 . 'rho proaOflt buainoaa a1 tua tion o.nd proopoota tor tho 

11ext 12 c=ths poillt o.t bt.at to cml:f o. -u inorouo 
in omplo:l"'ont in 1<;1.0 onr tho proaut """'bor. 
therefore , tile un•plo)'DOIIt probl• 1a 110t likoly to 
bo aubatt.Dtiall.y ditroront trca What it ia ,., and 
not ""'oh batter tht.D it ""' in thO auaor or 1938, 

2 . Nearly half of tho inorooaa in i:nduotrial cplo~t 
during the laot half or 1938 hoi botm loot during the 
f'irat port of 19}9 aa ~ r.,ult of noh l'aotora aa tho 
unoorteintioa grow1n.g out or tho European aituation 
and t ho to.iluro or b\llinoaa to ong&go in 1\lbato.ntit.l 

oopital oxpOfldituro• • 

} . thoro mAy bo a IDO<Iert.to piok-\l.p in ind\latrl&l produo­
tion durin& tho 1ut holt ot 19;9, b\lt tho <>our•• ot 
t.otirlt)' d\lring 1540 ia ql>itl IIDOOrto.in, in Ti .. <>f a 
poaaiblo tapering .,rr or tho not e<>ntributi<>D to pur­
ohUI.ng power by tho Fodort.l CloToJ'1llllot, tho tail\11'0 
or priTOte u..utsont to aboW roo1 Tit;or, cd tho 
poatponooent or inTOI-t until o.ttor olootion. ! ho 
...,uot or omplor->t at boat in 1<;1.0 h not Ukol)' to 
bo u (;God aa it ,..,, in tho tirat half ot 1937 • 

4. llu.ring the tirat port or 1937 , 35 a1llion poraona •ro 
.ployod in non-agriou1t\lrt.1 <>ooupationa. Today lou 
tht.D 35 million o.re nployod. During 1<;1.0 ,.. shall bo 
doing ,..u it, ginn no additio»l rooonry progrnuo , 
wo again bt.To 35 million poraona o,.p1oyod in all non--

agricultural p\lrauita . 

Tho non- agriO\lltural workiD& pop\ll&tion in 1<;40 .tll 
bo o.bout 2 .S.llioDO greater than in 1937, totalin& 

• 
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aODOWboro between 43 and 45 million poreone, 
Wo ah&ll ht..,. tully 8 or """ ml.lliona unemployed 
peraone dllJ'i.n& l~ { oalljl&red with lou then 2 
llilllone 1n 1929) . 

5· In addition to thia z.hq>lo~t aitut.tion 1.n DDD­

ap-ioultural linea , tht.re 11 mO'IIU to be a aurplna 
labor aupply on r ....... porh&pe aa larp u 1,5 
million wor ldnll poroono tht.t need to ahirt trou 
farmin& tato induatri al opportun1t1oa . 

6. For full .. ploymmt ""' nood a 50 poroont inoroau 
1.n 1nduatr1al produotion and a national 1.noomo of 
about 90 billion dollars , RYt n an 80 billion dollar 
~>Ational inooN, .. t~ted to bo nooeuary to b&lanoo 
tho bud£ot, 1a out or t:b.e q11oation thia yoar {with 
tho rate ao tar thia ye&r of oDly 65 billion dollt.ra) . 
It i a a l t o out ot t ho quoetion tor 1~. 

151 

7• It tho Adain1atration •o procr- 11 to bo fortified with 
real n oOftry 1n 1940, tho outlook tor buainon r ooo ... ry 
durin£ tho next 12 month& requiroa tho adoption ot • 
moaauroa th&t will 1.noroaso omploymoat by an .....,unt more 
than 11 now in proepeot. 

• · ~· 
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lt there 11 to be aa;r reu..,oblo oxpeotetlOD. ot a aorlte4 

u.o.-.uo 1ll 'bualllou aot.irlt)o 1ll 1940 a prop"ea ..,t be a4opted 

wbioh will IUIUJ'O p-eatly lAoreuecl lllno-.t llllAI -dituro by 

prh'ate and r;OYol'1!.11t11t ar;enoieo. .L oorloo ot propooala rol at.in 

to that requll'•ent 1o app«~dod tor ooMlderatlon. 

If, -.ver, 1 t 1o propooecl to ooouro ""d •lntalll rouonabl7 

tllll OJIPl~t, a .,,.. oCDprohenlin pror;rea than tho ono llldioatecl 

hero 1a •••ential . 1M r ..... l&ti011 ot ouoh a prop-ea dlreotecl 

to......U oorreotlDc bu1o ala<ljua-..to 1ll ov eoonomo .,..tea &hollld 

be a pl"t..r'y it. em tho ar;ond& tor otu~ and rnin by all the 

ar;onoioo oonoOI'IIod . lbllou thio loJI&er r&JI&O pror;rt.ID 1a ooon tor-

.,lated, tho ettioaoy ot tho propooalo belOW will bo r;roat~ di>dniohecl, . 
!boo propooalo appcclecl oou to auuro a bir;hor lenl ot bualnou 

aotirl ty d.~~rlllr; tho next year by 1111clortoldnr; inna-te wbioh tor the 

.,at part will bo tlll&lll>ecl outeldo tho blldr;ot and by prarldinr; lno..,-

tino to lllTeo-.t 111 th r;OYO,...,...nt part.ioipatlon or opoMorohlp. 

In &cld1 tlon, thoro are 101110 projooto wbioh do oall tor lnoroaoecl 

oxpencli turoo In vi ow of tl\o aoutonooo of tho nood, tho ori tioal 

oh&raot... of tho year, ond ot tho tllrthor taot that tl.ollt io noodecl 

tor til• .,r• buio roto,..., thoao &ddi tional oxpondituroo in tho 
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Each Of the proposals a~eated tor CODiider&t10D, tho~h of nuy­

liiJ al8D1t1e&DOa , ahould have def1D1te favorable reperouaaiooa 00 todua­

trlol aotlv1 t:r. 

l . Public Worka 

A public worka pr<Jgl'llll ehould be oont1D'11114 ln the present 

to:no ot a grant of principel aDd abo by an aUernat1n procedure 

ot 11181dt8 the grant 1n the fol'll ot an intereot aubald;r with cor­

tlzatlon ot prtneipel. Altho~h there ..,.. • ..,. e(lll:lunltles that 

could not av&il themselvaa of interest trae lonna because they 

have alreaclJ' attained tho atatutor:r UJUotiona on borrowl~, thoro 

oro moey whore the debt limltstiooa ha'f8 not been reached . Mora-

over, the prospect of b&11\S oble to borrow at no ratea of 1nter<>at 

would be a atrotS ioduoelllllnt to aUer rootr1ot1n atote J..a..., , Tho 

addition or thia .,..thod or stillul.atlt8 looal reapona1b1l1t:r tor 

p\illio worn should DOt preclude oontlnU&Uon of procedure• pro-

Tloll&l:r authori:ed b:r the CotSre••· 

2 . ]!allroe4 Zqu1JD8nt Cooatructlon Pr<lg,... 

153 

'l'her• is al'llent need tor .,..., railroad equlpe.ent. li .. equ1p-

11Utnt oonatruot1on will DOt be Ullderteken in vol.- , Mnnr, with­

out pooltive oovertJIIUint action. Thle action r:llght take the to.,. 

ot either of (a) aotti DS uP a goverament aolt-ttoanc1'6 corporation 

-• 1 it to the roedo ; or, (b) 
to order oa\f oqu1)11llant end rant a... eeao 

CO ration IOII<o lo&M covorltS 

(1 havlqs the RacooatrUI>tion :rtoan•• rpo · 

the full coat of equ1pw>nt tor lODS •turit1al aDd at a 10'1< rate 

·~e -·~-•at to ba ordored before 1,... )0, 1940 and 
or 1nterea't, ""' -\U.r--

dalivored batore 1UDO )0, 1941· 
--~-----r----~ 

• 
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3o SeU'-llqu.14atin§ trazlaportat101l t&o111t101 o b dllftlot-mt 

ot oolt- liqu14atins projeota, ouoh u tum~ola, briqoo, l><pl'lll 

hi&llft.YI• oto . , oJ.o~~& the liDoo worlrod out by tl>o ~ .... ot Publio 

Roa4o, ...,.14 o.tl'ord o. _. ot illoroul.n& b~ powu Witl>out in­

orouiJI& 1Nqoto.ry o:r;penditw-ooo While l.nnl.to.bl• dolqo would be 

onoountored in sottiJI& o. oi &O&blo provoa un4or "'f&Y, neYft"tholooo, 

1t U>o o.uU>or1ty woro oecured o.t tl>io tiM, ...,oy would bo &•ins 

out l.n 1940. Tboro io urt;ont need ot 4onlopi.Jis &Tonuoo tor oolt­

liqu14ati.Jis publlo l:DYea-t not ool¥ tor ~o.to purpo .. o but 

U port Of 0. lGJ~&-r&ngO prosroao 

~ oubotantioJ. inoroaoo in «<porto could 

be oooured by .-Jc!D& loano .., /&Torablo tol'lll to oortain roroip 

oountrioo, a hiGh proportion of tho proooodo of ouob lolllll to be 

apont 1.n tbo tloited Sto.too . co.reruny oontrollo4 lolllla uaed f or 

the purpoao of inoroUin& tbl l.nduotrioJ. pro4uot1Tity or tho borro,.. 

ins oouDtry -4• o.t low intoroot ro.toa ,.,ul4 be to.r _.. ooouro 

ti\ID tho pri T&to and lo.rr;ol,y unpro4uot1n loo.na or the 1920'•• A 

pror.:r- ot ouoh lomo would turtbor botl> OtU' ooonoodo d-otio 

prot;raa o.n4 our toroip poliO)'• 

6e ~ pc!1lll' notworko Tho s.ntor-o01111ootion or •jor olootrio 

power plo.nto ( publio llllcl pri yo. to) 111 tl> prinoipo.l _.toto lllld induo­

trio.l oontoro hu toeD propoaocl aa o. clofonao aoaour• with izport&nt 

poaootl..oo uoo. ~ FedoroJ.ly owned lllld oontroUo4 corporation to bol4 

o.n4 oporo.to o. •power sr14" would otiaUlo.to l&r&• ooo.lo oporaticmo on 

o. ,.,oro.lly aolt-Uqui4atln& bUilo 

• 
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the rate for~ P.B.A. • .ortpcea .m 1D tbe ''"'•• rate 

at wh1ob tho Pedoral Hat10D&l llo"""o .Uooo1at\cm will pw-obaoo 

1naurod IIOI"t&&&•• • Intoroot ratu b&n oottmed ol.Doo tho 

reduotion aeoured & year ago . and & further reduotion would aaa1at 

1D si 'fin' a neodod lmpotuo to roo1dontial bulldl.DI• 'fho proopooto 

w>dor thio provam ._... UlproTOd by tho annoW>oed aot1on of tho 

Dopartl:lont ot JU.Itioo 1D tho oonotruotion 1.1141lotry. 

7. Para 1n'ftltl:lont progaa ~ to .... u r .......... and poor 

to. ..... rl at DO n.ta ot 1Dtoro1t for tho pW'obaoo ot equipment t.Dd 

tor 1Jrro.-nt for to.rm rohab1Utat1oD and cl1nrt1t1o&t10D 1D 

a ooordo.noo w1 th tho provam or tho t'ara Soollrity .t,diii1D1otr&t ion. 

8 . Other au.gpationl th&t Drit oontider&tiOD 

a) lolrlona1cm of tho •tood-otaap• pro'""' for tho 1nor .. ood 

aalo or aurpluo far~~~ produoo to low 1Doo.,. lrG"P' 1D tho Unitocl 

Stt.WI ebould be oouidered if ourrent exptrbwnta are suoceutul. 

b) 'l'ho prooant Youth work prop-&a ahould bo upondod. It 

now •ployo about 240, 000 youn' pooplo t.Dd oould bo oxpondecl to 

oaploy 820, 000 pooplo , at a ooot or $}}1 llilllon, or an anr&&• 

or t400 a yoo.r . 

Prooont 0 1D oobool" ...,rli: prov• oould bo upended troD 

400 ,000 at prooont to 660, 000, at a total ooat or $68 million. 

'l'hio would mako pouiblo .. ploy.ent or 1,500,000 young pooplo 

at a total ooat of $369,200,000• 
o) Old .t.&• Soourity• 'l'ho .. ,-ta to Uto Sooial Soourit7 

.t.ot """ poD41111• whilo helpfUl , atill l•'fo •ob to bO dooirocl. 

Oil tho Old J.&e ~n~unnoo part ot tho provo- aloM, tas ao-lo 

1D tho ...xt oa1...sar ,.. ... w111 ~ bo,.tu 
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~to by about 500 mlUoe dollar• . ~· &Dd _... of 

oor reot1n' or r.aorln& thio cloat lo.tionuy 1ntluenoe ahollld be 

explore4. 

9· The Capito.li ... tion of llnem~e-yiel411l& A.ooeto. llbe,....er 

it o.ppeo.ro t e ... ibl e , r..,.llll, yiel41J1& o.ueto of the Gon..-nt 

oboul4 be oo.pito.Uze4, o.nd prt.Dtee4 debt oubot1tllte4 for 

41reot debt . 

Simlo.rly, ourrent .s:pendl.tllrel on oelt-li<l';'idatill& pro­

jeoto obCNld bo tin&ll0e4 ~~ tile i uue ot paro.Jlteed obU-

ptiOJlO • 

10. To.x&tion. lio o.4dl. tiono.l to.xe• on oonowaption ahoul4 be 

l.llpO .. d. If o.441t1ono.l r.,.enueo o.re oono14ere4 4eo1roble , they ... ohoul4 be,ra1se4 fr~ taxes tbo.t bear loaot on oonaumption, 

ouob u~to o.n4 &1ft taxoo o.n4 peroonal 1110.,... tuea on tbo. 
1\ 

111441• 1no.,... brool<eto . 

156 

'lhe to:.< ...-pt prirtle'• tor tuture iUWII ahollld be 

ellal.J>ate4 o.n4 o. prop-o.a tor the reduotion ot tbe TO~ ot 

outo«n41Jll ux--pt• ohoul4 be I.D&upr&te<i• Certo.in renoi OJlO 

1n oorporote &n4 otbor tuee that would eumn&t • - o.re oon­

oe4e4 to be 1nequitiu o.nc1 injwot ioeo ooul4 be oo.rriec1 tbro~ 
onn tho~ tiler• -.y be oli&ht reduotiono in r..,.,.,,, 1n OZlY 

oorporate tax rnia1on, preterential tr••t•nt ahould be •o­

oorde4 oorporo.tiono eo.rnill& l eo• tball 125,000 o. yeer o 

-
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IIEE'l'I!IG OP PISCAL AIID MONETARY 
ADVISORY COIO(ITTU: 

May 25, 19}9. 
11:05 .... )(. 

Present: 

Delano: 

White: 

H.M. Jrl 

WIU.te: 

H.M. Jr: 

Mr. Eoolea 
Mr. rreder1c A. Delano 
Mr. Donald c. Smith 
Mr. Currie 
Mr . Bell 
Mr. Wh1te 
Mr. DutrieU 

Mr. Secret&I7, I think per hap a I ought to explain 
that immediately after cur meeting some of our 
group got together. None of my colleagues stayed, 
eo that I em a sole representative of the 3eeourcea 
Committee. But I vent v1th the bri.lliant roung 
men that have been helping and advie1ng us; ve 
had a meeting that afternoon, and then next morning 
ve got together, each or ua v1 th ao~~~e ecrt of a 
program vrittan out. When we came to compare those 
programs, they didn 1 t any tvo of them agree any­
where near, and ve decided that Mr. 'llh1te had 
perhaps the moat conetruct1ve progl"&m or any and 
we put 1t up to h1m, v1th such help as he needed 
from the others, to prepare tba t program and to 
br ing it here today. Now, none or ue heTe seen 
it yet, 80 you'll hear it at the eame time that we 
do. 

We met again yeeterda7 afternoon and there vee 
acme agreement, more dia~eement. We talked 
again laat night - oonterred v1 t h some of the men -
and I tried to incorporate th1e morning vhet I 
thought vould be acceptable to everybody. But it 
cllll very eae1ly be eubetantially t.proved, and 
we can make vhatever ch&ngee and correction8 and 
auggeetion8 you haTe thia afternoon. So that 
anyone cllll reel perfectly tree vho ia 1ntereated 
i n th1nl-.1ng about th1a, to caet all or as much or 
1t aaide as you l i ke . I don't knov whether you 
want it read aloud or net. 

Come on, Harry. 

Would you like to haTs it readt 

Don 1 t fOU think 80 t 
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All right. 

Hart'"·tr'Tal• )'OU wrote it; llaJbe ;you oan read it. Is 
ue 1 right with :rou (Delano) t 

I think it would be better to read i t. 

Go ahead. 

We tried a briefer one, but it didn 't seem to 
include vbat eYer:rbodJ would baTe 11ked, eo thie 
18 longer. But ve can malta a two-page 8UIUI8%7 
or thia; and I think that a good deal or thia 
oan be bo1le4 dovn - cut o rr at leaat a couple 
page a. 

•1. It 1a almost the unan1110ua op1111on among Ada1n-
1atrat1on of tic1ale and teohn1o1ana in Washington, 
thoroughl:r lo:ral to the Adm1niatrat1on, that there 
ia 11ttle 1t an:r prospect tor as.rltet recover:r during 
the next tvo yeare. 

•2. The:r also recognize the poal1b111ty or a down­
turn in bue1neee activity before the end or 194o. 

"3· With a moderate improTement in business the 
unemplo:JIIent aituation will not be eubatantiall7 
different troa vhet it ia nov. V1th no i mprovement 
in budnen the nuaber of uneaployed will inereaae 
beoauee ot t he annual aooret1on to the labor euppl:r 
of more than half million a :rear, and because or 
continued technological change. 

·~. !Van under ta•orable o1rcuaetancea an iapro•e­
aent 1n bueine es could, in the Urat place, be onl:r 
moderate and, in the aeoond place, could not be 
continued long enough to auata1n an t80 billion 
income. 'l'he inab1l1 t:r or our eoonoay to maintain 
eYen the modest obJective of tSO billion 1a due t o 
the ex1atence ot certain fllndaaental saladJuataente 
vh1uh baTe been dneloping. It 11 more and more 
apparent that a profound ollange in .our eoonom:r baa 
taken place a1noe the 20 ' •· We have tor the t1rat 
auetatned period in our lliator:r a voluae or aav1nge 
vh1oh at a high lenl ot national income i s conaider­
abl7 in exceea of the profitable outlet• tor euoh 
eavinge. This dlecrepano:r inoreaaee as the nat ional 
1ncoae r1eea. (!'hat 18 one or the chief reaaona • 117 

I 
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a given volume of govemment expenditures will 
provide adequate outlete t or the eavinga at a 
national income or $50 billi on whereas a a1a1lar 
volume would not provide adequate outlets at 
t 65 b1ll1on.) • 

That sentence could eaa111 ~ome out. 

•consequentl7 we must aooapt the inevitab111t7 
of a low national income unless either or both 
or the tollowi.ng h&ppen: 

• (a) The deYelopment of important new or addi­
tional outlets tor the sa•inge of the nation; 

•(b) .a.n increased proport1on ot t he national 
income is spent on consumers goods thereb7 
reducing the volume of idle tunde and increasing 
the profitable outleta tor eavlng. 

"5· The reduced outlete to eavinga characteristic 
or the 30 's are the reault ~t the following : 

•(a) Absence or l arge new industries which over 
the previous decade had accounted tor enormous 
new outle ts tor savings - automobi les and eomple­
mentarr induatr1es, glaaa, eto., electric pover 
and public utilities, chemical industrr, raron, 
radio, moti on pictures, expansion of highwa7S, 
aYiation. The onl7 new indua triea of any ai gn1-
fioanoe which have recentlY developed and vblch 
are on the horizon are al'S&Jientl, aeroplanes, 
television, a1rcond1tioning, and tbeae together 
cannot - barring war - be verr important over the 
next f ew rears as outlets tor additiooal capital. 

• (b) Basic d1!fioult1ee 1n certain 111p0rtant 
industries which tor speci al reasons do not provide 
nearly eo important an outlet tor capit al as the7 
did i n prior decades. 

•(c) A decreased rate of population growth, plus 
the slackening of the rate of population movement 
f rom rural to urban areas • 

. . 

• 
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•(d) The Yirtual cessation or foreign investment 
vbich in the 20 '• accounted !or roughly rrom one 
hal.f billion to a billion dollars a :rear. 

•(e ) The &bloat co~~~plete abeence or borrowing tor 
the production or public works b)' local gonrn­
ment s vhiob. during the 20 'a had accounted ror 
roughly a billion dollare a :rear cutlet tor capital. 

•(r) Sharply curtailed expenditure on non-prot1t 
private building, i.e., churches, clubs, un1vers1-
tiss, etc. In the 20 's these accounted tor rrom a 
hal! billion to a billion dollars a year and the)' 
nov are lese than 200 milli on. 

•(g) A high level or residential and commercial 
construction and.... • 

• (h) The trend or technological change over much 
or 1nduetr)' in the direction or reduced amount or 
capital 1nveetment required per unit or output. 

•6. The ei tuat1on ie rurther aggravated by the 
!act that those vho have or control the nation ' s 
savings are defini tely more timid in undertaking 
bue1neaa risk ventures. The record or losses in 
the past ten :rears taken together with the dis­
turbed international poli tical situation and the 
increased rate or social change haa operated to 
alter the evaluation ot t he risk or business ven­
ture. A l arger proportion or the national savings 
nov go into life insurance companies and trust 
tunda vhl.ch together v1th the banks are the most 
conservative investors or capital in the community. 
In addition the tax bu.rden has increased as com­
pared with the 20 1 a, thus reducing the net prot1ta 
lett to the investor or business entrepreneur thnt 
be can expend as he wishes. 

"7• The experience of the United States is not 
unique v1 th regard to the changed nature of the 
econon)'. The advanced European countries have been 
eutrering trom the same retrogreaeion of the econ­
OIIQ'• They, bove•er, haYe t8IIJ)Or ar1ly aol•ed their 
problema by a nev induetrt greater than all the 
nev 1nduotr1ea or the past period combined, i.e., 
a1'1181Denta. 

• 
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•s. 'fuming to the i-e41ate dtuaUon there are 
n1111eroua 11141cat1ona that the proapeoh tor aub­
at~tiallJ increaaed national inco .. 111 1939 and 
19110 are not good. 

1 '1'here are onl:r two elementa in the picture vh.1ch 
are bulllahl 

1 (a) Die111Yentor:r baa 'been t aking place tor aoae 
t1a• end 1nYentoriea are now at a lew level. 

•(b) Expend1ture on oona-ra goode baa been aa1n­
ta1ne4 4eap1te the decline 111 'bua1neu actirttr. 

•on the other aide or the p i cture are the toll.ow111g: 

• (a) The upturn which began in 1938 reached ita 
peak 1n Dec .. ber and a1nce that tiae the level or 
bueineea activitJ hal been downward. 

•(b) 'l'he public worlta conatruction prograa 18 not 
aoheduled to reach a le•el higher then we reached 
thh month. 

1 (o) 'l'he aonthl:r net contribution to purchaeing 
power bJ the Federal Govemaent under the ex1et1ng 
prograa w1ll not exceed ita preaent le•el. 

1 (d) 'l'bere ie little baeia tor the expectation 
that our export• in 1939 and l94o w1ll exceed the 
19}8 leYel deapite the increaaad araaaent progr ... 
abroll4. 1 

'l'heae are, ot oouree, conclue1ona that are baaed 
on aora detailed atudiea 111 each ca••• 

•(e) Bouaing actiYit1ea appear to have reached 
a plateau and there 40ea not •••• to be an:t proa­
peot or a rurther aarltad 1ncrea .. or hoae oonetruc-

tion. 

•(t) Ro .ubatant1al increa•• in 1nveatmente 11 
expected 1n the railroad induetr:r. 
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• (g) There is l ittle prowpeot of an expanaion 
in public utilitiea •• The preaent O$PaCity of the 
industry ie adequate to meet the need.a of the 
oountry even with a moderate 1noreaae in the level 
of business activity. 

1 (h) Despite the inoreaee in orders tor armaaenta 
both domestic and trom abroad, the heavy 1ndustriea 
are at111 depresaed. 

1 (i) There is nothing in the prcapecta of the 
agricultural,s1tuation to Juatity the expectation 
that it will supply a st111\llating infiuence on 
bueineae activity. 

•(j) There i s a further pol1tioal factor, nu.ely, 
there v111 probably develop a strong tendency on 
the part of certain groupe t o forego the proapecta 
of i mmediate profits by postponing any tnveataente 
or plant expansion until after the election. 

"9· Even if there is a moderate increase •• •• • 

Oan you excuse me a minutet Oan you wait a minutet 
Do you m1ndt I just got a meaeage from t he White 
Houae. Oan I be excused a minutet I'm sorry. I'll 
go in the other room. You don't mind, do yout 
Would you mind going right ahead, gentlement I 
mean just continue, v1ll yo~:t 

(H.M. Jr. l eaves rooa) 

Shall ve go ahead, K&rrinert 

Do you think there 1a any use going aheadt 

No, let ' s vatt. 

I think you've done a ewell Job. 

The real meat v111 come in t he last page. 

That's a peach of an analya1e. 
t ainl.Y hit the nail on the head 
That's the first time ve •• • • 

Realhtiot 

I think you oer­
all the way along. 

• 
• 
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• • • • real.ly ha•e talked about what the t actora are. 
You can 1 t get a prograa unleaa rou reccgnhe the ••• • 

Get a real.1et1c pout ot rtew. 

•••• unleea J'OU real1ze the oon41t1one that conrront 
rou. Ye tallt about a progru. To aeet what con­
d itions' You'•• got to analrze the oon41tione. 

Lauoh po1nte to an 1ntereat1ng and important 
add1t1on, where I ment1on the taot that 1The ex­
perienoe ot the Un1ted States 11 not unique with 
regard to the changed nature ot the economr• 
and t hat ther ba• e introduced a new induetrr. 
There hae been another ohange which 1e at leaet 
a a illportant, rou aea, 1n England, -'Uch 1a the 
one oountrr which baa aade the h1gheat advance -
that ia, ot the illportant count ries - and that 
change is t he reduoed ratio ot eav1nge to ex­
penditures on ooneuaer goode. 

To a h1gb-consumpt1on eoonomy ~d a luv-savinge 
economy. That 1 e right . But that Vhioh 1a true 
in England 1s equally true 1n Sweden. 

As you s t ated 1t, it 1 a true in Sweden. As Currie 
atated 1t, 1t haa become inoreaeinglr eo 1n 
England. 

True 1JI Sweden, Norway and Poland, and I th1nlt 
Swi tzerland. 

(Diaouea1on oont1nues at random tor 
se•eral minutes until H.M.Jr. returns) 

I th1nk you people would l1lte to ltnow that the 
President an4 I and the leadere on the H1ll haY& 

come t o a complete underetan41n.g on the tax pro-
graa. 

That ' • a good t hing. 

Yea. 
Are the7 going to s t art bearings on 1t right ..,.,., 
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Right a war • we have oo~~e to a complete underatan41ng. 

Fine. 

Senate, Houae, White House and the Treaeurr. 

Splendid. 

So that ' s something, 

We didn 1t read all the way. 

We've been vatting. 

I'• aorrr. 

'le 1ve been d1aouas1ng what's alreadJ been read. 

Well, there vaa a little - I'• aorrr. But I did 
va.nt to tell rou that , because trom •1 standpoint 
1 t 1s important. 

Shall ve proceedt 

Please . 

We were at the bottom ot page 4, at 9. 

"Even 1t there ia a moderate 1noreaaa in bUs1neaa · 
act1v1t7 next rear the unearplo:fllent situation vUl 
be eubata.nt1all7 the salle 1n 19lio aa it 1e nov. 

•(a) NearlJ halt ot the 1ncreaee 1n 1ndustr1al 
earploraent during the t1rat halt ot 19311 has been 
lost during the t1rst halt ot 1939 because ot 
declining bua1neaa act1v1tJ. 

"(b) During the t1ret halt ot 1937, 35 million 
persona were amploJed in non-agricultural oppor­
tun1t1ea. TodaJ laaa than 35 a1111on are emplored 
1n non-a.gr1cul tura.l opportun1 t1... During 19lio 
we shall be doing well 1t ve again han 35 a1111on 
persona earplorad 1n all non-agricultural purau1ta. 

"The non- agricultural working population 1n 19lio 
will be about 2 m1111on greater than in 1937 
total1.ng aomevhere between 33 and 35 m1111on persona. 

• 
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We ahoul.d ban tull7 8 million or more (compared 
Y1th leu tban 2 m1111on in 1929). • 

•In addition to thie unemplo,.ment situation in 
non-agricul.tural lines, there ie known to be a 
1urplue labor suppl:r on tarme perhaps as large as 
1.5 million worki ng persona that nee~ to ahitt 
trom taraing into indue trial opportunities. • 

Nov, that's the situation. Then we go on to aay: 

•In view or the tact that there ie no expectation 
tor more tban a moderate rise in na~ional income 
tor the next titteen montha, and in View or the 
turthar tact that a decline 1n bueineae activit)' 
some time during the next tirteen months 11 a 
possib1litJ, and, most important, in vlev or the 
conviction that a sustained tull recovery il im­
pOiaible unleas action il taken on bas lc maladJust­
mental 

•There is general agreement among the persons re­
ferred to above that a comprehens1ve program or 
act1on should be init1ated at once , such action 
to be des1gned to accompl1ah two things: 

•1. Make some important contribution toward the 
el1mination or the baeic ma1adJuetments which stand 
in the va:r or a sustained tull reoonr;r. Though 
the tull etteote ot th1e prograa will not be telt 
tor several. years, 1t 1s v1tall7 iiii!)OrtiUlt that 
euoh a prograa be initiated at onoe tor tvo reaeone: 

• (a) It will take a long time before such a pro­
graa oould be worked out and put into ettect. 

• (b) It 1e i!lpOrtant t o llake olear to the publlc 
that t h1e Administration intends to push toward a 
ru..-ther extensi on or New Deal prino1plee and vlll 
adopt measures deeigned to 1neure long-tam and 
euetained ,;rosperity, and that this Adm1n1strat1on 
reoognir.ea the exlatenoe or bao1o maladJustments 
nnd will take ateps to aolve them. 

•2. A program or immediate aotion designed t o 
inaure a eubstantial.lT inoreaeed national income 
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in l9lio and to protect us against a sharp down­
turn in business during the next tittean months. 

•soae ot the measures vhich can be undertaken to 
correct baai o maladjustments can be initiated v1th 
sufficient r api dity to raise the national 1ncoce 
1n l9lio. 

•It to these additions to national income resulting 
from measures taken to correct basic maladjustments 
there be added additione to national income re­
sulting from measures speciall y designed to increase 
investment and expenditures in 194o, an increase in 
the nat ional income of $5 billion or 80 can be 
assured tor 194o. 

"There appears to be general agreement in the groul) 
menti oned above t hat Congress should not adjourn 
until an adeouate program has been inaugurated. Or, 
it Congress 1a to adjourn, it should do 80 only 
v1th the diatinct understanding that it would re­
convene after a short vacation prepared to deal with 
these major problema, some ot which have been before 
us tor a long time.• 

Nov, ve might follow that with s ome discussion ot the 
basic things - railroads, housing, et cetera. 

Marriner, do you vant to • •.• 

I think it's a damn good s t atement. I agree with t he 
analysis or the tundamental conditions. I think tha t 
it ve had discussed these basic causes more than ve 
have, the course we needed to follow would have been 
a very much clearer one. And I don 't think that it 
is possible to develop either a short or a long pro­
gram intelligently unless there oan be soma recog­
nition and agreement upon the basic problema. 

I think that right here is t he real fundamental divi­
sion between the liberal group within the New Deal 
and t he business fraternity outside. The business 
fraternity haTe alwaYs taken the position that 1t 
left alone 1avinga, whet her corporate or individual, 
vould i mmediately go t o vork in new enterprise ae 
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it baa dona in the past, vhloh o r course would tend 
to give employment. As long aa tunde ol.roulate into 
nev enterprise - housing or industry or whatever kl.nd 
i t may be - it naturally does gi ve employment· and 
they have assumed that to be the ossa. I thi~ their 
aesumption 1s entirely erroneous. 

On the other hand, I think the Administration have 
tailed to, recognize t his fundamental tact, that these 
tunds don t naturally accumulate, and have done some 
things to retard aome or the inveetoent that vould 
have gone torward, even though it vould have been 
entirely inadequate. 

And the Administration itself haven' t recognized, it 
seems to me, that its job vas not primarily one or 
retorm, but one pr1aar1ly or inducing t he use or 
idle tunds through a combination or Government and 
private activity. 

And this statement, to my mind, recognized what I 
have believed thoroughly tor a long vh1le. llerely 
to operate along on a question or deficit financing 
and a pump- prl.mi ng i dea has never been my idea, in 
spite or what has been eaid. The Federal Government 
gets ds t1oits because they borrow tunds that private 
capital save and don't use. I don't think there is 
any other alternative unless ve adjust the tax system 
so as to increase consumption and reduce savings, 

• 

auoh as the British have dona. And if vs would 
recognize as a long-range progrP that the Government 
is gol.ng to baTe to dev1ae ways and meane or utUhing 
either through taxes, through borrovl.ng, or through 
the inducing or private induatry to do eo, all or 
the eavl.ngs, then we get at the heart or the probleCI. 
That's all there is to it - the use or tunds that 
accumulate on the part or corporations and ind1v1duala. 
And ve've got to devise v&Js and means whereby pri vate 
capital ought to be t i rat given the opport unity to 
use vbat savi ngs - tunds accumulate; railing to do 
it, ve ' ve got to then through Government activity 
see to it that those tunds are taxa~. further accumu­
lati on is reduced, and in addition to that that ve 
borrow enough to keep them going. I don ' t think 
there 1 1 any other recourae. This seems to me to 
state that. 
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Now, as to how to do it, that thing ie l ett open 
here. That, ot couree, ia the... . But it we can 
agree on what the tundlllllental problem 1a, I think 
that we could go a l ong way toward an approach ot 
the solution. It we ear, on the one hand, that it 
ien't an under-coneumption, t hat t here is an outlet 
tor all these savings, then ot oouree we approach 
it in one wa¥. It, on the other hand, we assume 
that we ' ve got to get consumption up t1ret 1n order 
to get new investment, than t hat's another approach. 
And I t h1nlt i t 1a i JDportant the t ve agree upon that 
tu.ndamental approach betore we try to work on a 
program. 

When you apeak ot i nducing capi tal to seek new out­
lata, take advantage ot new outlets, I take it rou 
have in mi nd a large eeotor o t our economy which 
would provide t hose lnduoemente lt certai n evlla 
or outstanding obstacles vera eliminated. An out­
standing case ot that vould be t he railroad industry, , 
tor exall!ple. That is, when you're speaking ot 
inducing capital to go in, you have in mind the 
correction ot acme ot theee basic maladjustments 
which apply to apecitio aiok industr1ee vh1oh already 
exist. 

That's right. You have the automobile i ndustry -
General Motors and Chrysler i ncreas ing their cash, 
piling it up, and not paring out t heir earn1nge. 
The statements ot Chrralar that I read last veelt 

tor the tirst quarter ot thie year gave the largeet 
earnings in the h1storr ot the coJDpanJ tor the first 
quarter. They took $7,1100,000 in deprecbtion and 
didn't put it back - charged it ot t, but it wasn't 
r einves ted. The ne t reault is they added t o their 
cash $20,000,000 attar paying a tour mi llion and 1a 
halt d ividend Ther ' re not pari ng it out. They re 
adding to caeh. Well, naturally, tbat'e - and it 
isn't lack or contidenoe and it i sn 't taxes that 
bother them; it ' s the lack or a volume or business, 
that enable& them to use these tunde, because ther ve 
got the protits, they've got the plant and facilities 
to produce all the market can take , and they still 
can't use it. General Motors i s the same. I can 
t ake do~ens and do&ens ot corporations and analy~a 
t heir statements and ehow you exactly the same 
picture. 

Regraded Unclassified



( 

Bell: 

Ecole a: 

Bell: 

llhlte: 

Eccles: 

Bell: 

Eeelea: 

Wb.1t e: 

l 

:ss 

- lJ -

Nov the railroads, on the other hand, would spend 
a lot or mo~e7 it they could get it. Here 1a an 
industry that has no idle oaah. or course, ther 
are somewhat or a decadent industry, while the 
automobile is an advancing industry. 

Maybe it1& because of past policies that they 
haven 1 t got any cash. 

It's a depression problem in part. 

I! they could follow the automobile policies, they 
eoul.d have cash, the7 voulc!n 1 t have so c:uch debt. 

The history or those two indus tries 1s so d1tterent 
that that comparison over-simpl1!1es it. 

What rou say, Harry, ls true. The railroad problec 
ia a special problem. 

But you have in add1t1on to that what I think or as 
somewhat or a deterrent, and that is t his labor 
policy. And I know there are people - there are 
some of the economists and the people in the New Deal 
that disagree with me rather heartily on that. They 
think I ' m anti-labor. Nov, I 1m not, but I ·know 
defini telr that labor policy in the building trade 
is a real deterrent raotor on large-scale housing 
development. 

At leaet, that's been a !actor in past depressions, 
where JOU have reduced labor and help&d the situation 
and labor has c ome up laat. 

It is a ractor. 
Little dangeroua to aaY, Marriner - you spes.lt or labor 
in general and then selsot a couple of outstanding 
sores. The stat ement t hat you are •ror labor, but• 
might be said by anybody rroo Vandenburg to George. 
I should like to hear you qualifY your statement 
by saying t here are certain segments or the labor 
situation that are deterrents, so you wouldn't be 
misunderstood. 
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I wouldn't make a public statement and bring that 
all into t he picture. 

You wouldn't want to be mi sunderst ood even here. 
But you oould almost hear our friend Admiral Byrd 
or Coughlin • • •• 

Admiral Byrd' 

Did I say •Admiral Brrd•t 

You m.ean the Senator. 
.. 

I n view of your helping the Clla1raan, I 1ve got to 
help you. 

I didn 1 t mean .t.dmlral Byrd, I meant Senator Byrd. 

You th1nlt that both labor and Admiral Byrd are 
frozen, huh! Go ahead, Harry. 

No, I Just didn't want to misunderstand h1m. 

Now let me, so that I won ' t be misunderstood, ear 
what 1 have in mind with reference to the labor 
policy, which is thie: the coat ot labor in the 
housing industry, !rom the source or the raw 
material - take t he foresta take the iron ora in 
the mine, all the factors that enter into building 
construction - is oertainly three-quarters or t he 
ooat. Now, if you t ollow it through, you'll see 
that the profit that oomea out of the thing and 
the taxes that come out a re not the great i tems, 
when you talte the breakdown of any operation. 

Ot course, you take your national income and over 
60 percent goes to labor. 

That 1 e rigllt. 

But, atter all, labor ia the country. But I didn't 
mean to get you ott on that. 

Why oan • t we all take this - I think it 1 s a very 
interesting document - and atudy it a little bit, 

• 
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huh, and then if llr. Delano and llr. lcclee and 
Jlr·, 8111th - if an)' of thea want to exchenge vien 
•• to what the beet uee to make of th1e thing ie 
to make it effective, wb)', I'd be receptive, eeet 
But i n the meantime I'd l ike to just let it cook 
a little bit. 

I'd like to, if it 1e all right with the rest of 
JOU, do this over, give you all copies this after­
noon. We can make some ••.• 

A1l right, but frankly, I'm jus t exhausted. 

Well, Jlr. Secretar)', )'OU epOke of one thing .• •• 

I think 1t JOU - do you think that '• all right , 
Mr. 8a1th, if the)' kind of let this thing cook 
a little bitt Then, as I e&)', if )'OU people -
what ' • the best thing t o do with it, )'OU eee? 
Vhatt 

Well, o f course •••• 

Vhatt 

I oan eee this, that the firet tour or f i ve pagee 
ot this are pratt)' lugubrioue reading, and yet 
I think it is ver;r eaaential in order to be realistic, 
in order not to blink at the taote. It isn(t what 
rou g1ve to the publ1o. You 110uldn 1 t want . to give 
1t all to the publ1o. 

Well nov, JOU fellows thi.nk over what rou vant WI 
to do v1th thie, eeet In the aeant1me it's going 
t o cook. Is that rightt 

A1l right , 
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l. I~ ia alaoat tbe unaniaoua 
istration o!!iciala and techn1ciana 
oughlY loyal to the Ada1nietration 
i! any prdapeot !or aarked reooYery 
year a. 

• 

opinion among Ada1n­
in 11aeb1ngton, thor­
that there ia little 
during the next two 

2. They &lao recogni~e the poss i bility or a down­
turn in bus.iness activity before the end or 194o. 

3· With a moderate improvement in business the un­
employment ei tua tion w1ll not be eubetentlally different 
rrom what lt ia now. With no improvement in buslnesa the 
number or unemployed will inoreaee because or the annual 
accretion t o the labor supply or aore than hal! allllon a 
yef r, and because or continued teohnolog1cal change. 
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~- Even under favorable oirouaa tances an 1aprove­
ment i n bualneaa could, in the first place, be only aod­
erate and, ln the second place, could not be continued 
l ong enough t o aueta1n an $SO billion i ncome. The inabili ty 
ot our economy to maintain eYen the aodeat obJective or 
$80 billion i s due to the exl etenoe of certain fundamental 
maladJuo tmente which bave been developing. It is more 8nd 
more a pparent t hat a profound ohMge in our economy has 
taken place ainoe the 20 1 e. We have t or the tirst sus­
tained period i n our hi etory a volume ot eavings which a t 
a high level ot na t i onal income ie considerably in exceee 
ot t he profitable outlets tor such eavtngs. This discrep­
ancy 1noreasee as the national tnoom~ rues. (That 1e one 
ot the oh1et reasons wh)" a given volume or e,o vernment ex­
pendi ture& will provide adequate outlet• t or the savings 
a t a national income ot $50 billion whereaa 8 elailar vol­
ume would not provide adequate outlet& at $65 billion.) 

ooneequentl:y we aru.st accept the ine•Habil1 ty ot a 
low na tlonal 1noome unleea e1 the r or both ot the t ollow1ng 
t.appen : 

(a) The developaent ot important new or a.dd1-
t ional outlets tor the aavinge ot the nation; 

(b) An iocreaaed proportion ot the national 
income ie 1 pent on consuaer•s goode thereby reduc­
ing the volume ot idle t unde a nd inoreae1ng the 
prot1table ou t let& tor aav1ng. 

• 
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5· The reduced outlets to aa•inga characteristic 
ot the 30 's a re the reault or the following: 

173 

(a) Absence ot large new industries which over 
the previous decade had aooounted tor enormous new 
outlets tor aavinga -- automobiles and complementary 
induatriee, ~lase, etc., eleotrio power and public 
utilit iea, chemical industry, rayon, radio, motion 
pictures, expansi on ot hlghwaye, aviation. The 
only new ~~a~ies or any significance which have 
recently ~ee and which are on the horizon 
are armaments, aeroplanes, televi sion, airoondltion­
ing, and these t ogether cannot -- ba rring war -- be 
•ery i mportant over the next few ;reara aa outlets 
tor additional capital. 

(b) Basic difficulties in certain important 
induatriea wblch for special r ea sons do not provide 
nea rly eo important an outlet for capi tal as the;r 
did in prior decades. 

(o) A decreased rate ot popula tion growth, plue 
the slackening ot tbe rate or population movement 
!rom rural t o urban areas. 

(d) The virtual ceesat1on or toreign investment 
which in the 20's accounted t or roughlY trom one halt 
billion t o a billion dollars a year. 

(e) The almost complete absence or borrowing 
tor the product i on ot public works by loos l govern­
menta whlch duri ng the 20 's had accounted tor roughl)' 
a billion dollars a year outlet t or capital. 

(t) Sharply curtailed expenditure on non-profit 
priYate buildlng, i . e . , churohea, clubs, univereitiea, 
eto. In the 20 'a these accounted tor trom a halt 
billion t o a billion dollare a )'ear and the;r no• are 
lese than 200 million. 

(g) A high level or residential and oo.r.mercial 
oonetruot1on.-"' I-

(h) The trend or teohnolog1oal change over muoh 
ot induetr:r 1.n the direot1on ot reduced a•ount ot 
capital investment r fl quired per unit or output. 

• 
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6. The s1tuat1on la further aggra•ated by the tact 
that thoae who have or control the nation ' • aa.tnga are 
definitely more tia1d in undertaking buaineaa r1ak venturee. 
The record ot loeeea ln the past ten yeara taken together 
with the disturbed interna tional political situation and 
the increased rate ot social change hae operated to al t er 
the evaluation ot the r1 ak of bueineee venture. A larger 
proportion ot the national aavinga now go into lite in­
surance companies and trust tunda which together with the 
banke are the moat conaer•ative inveetore ot capital in 
the comaunity. In addition the tax burden bee increaeed 
aa compared with the 20'e, tbua reducing the net profits 
lett to the in•eator or buaineaa entrepreneur that be can 
e:q>end aa be wiabee. 

7. The e:q>erience ot the United State a la not unique 
with regard t o the changed Mture ot the eoonoiQ'. !be 
advanced European countries have been autfer1ng from the 
same retrogreaaion ot the econo.y. They, however, have 
temporarily sol•ed t heir problema by a new induatr7 greater 
than all t he new industries of the paet period combined, 
1. e., armaments. 

8. TUrning to the immed1a te s ituation there are 
numerous indio& tiona that the prc• tpecte t or sub atantially 
increased nati onal income in 1939 and 1940 are not good. 

There are only two elements in the picture which a re 
bul lish: 

J) (a) tM+"inventory baa been taking place tor 
acme t11D8 and inventories are now a t a low level. 

(b) gxpend1ture on conauaera goode bee been 
maintained despite t he decline in buaineaa acti.tty. 

on the other aide of the picture are the following: 

(a) Tbe upturn wh1cb began in 1938 r eached He 
peak i n December end eince that time the level of 
buaineea aot.i•ity has been downward. 

(b) The public works construction program ie 
not aohaduled t o reach a level higber than we 
reached th ia month. 
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(c) Tbe aon tbl:r net con tr1'but1on to purcbaa­
ing power 'b:r the Federal Go~ernment under the ex­
iating program will not exceed ita present le~el. 

(d) There 1e little 'baeU tor the expectation 
tha t our exports in 1939 and 1911o will exceed the 
1938 level despite the increaeed arJnament programe 
abroad. 

(e) Housing acti~ties appear to have reached 
a pl.a t eau and there does not eeem t o 'be any pros­
pect ot a fUrther aarked inoreaee ot home construc­
tion. 

(t) Ro substantial inoreaae in in~eatments ia 
expected in the railroad induatr:r. 

(g) There is l i ttle proapeot or an expansion 
in public utili tie a. The preeent oap•oi t:r or the 
induatry ie adequate to meet the needa or the 
country even with • moderate inoreaae in t t.e level 
or 'business aoti~1t:r. 

(h) l)espite the inoreaee in ol'dera tor erma­
mente both domestic and f rom abroad, the heavY in­
dustries are still depresaed. 

( i) There 1e nothing i n the prospects of the 
agricultural situation to Justify the expectation 
that it will suppl:r a stimulating infl uence on 
buaineas aotiTit:r. 

( J) There is a furthe r politioal rector, naael:r, 
there will probabl:r de•elop a s trong tendenc:r on 
the part of certain groupe t o forego t be prcapeota 
ot i-diate protlta 'by poatponing an.J innataenta 
or plant expaneion until after the e l ection. 

9. E•en if there is a moderat e inoreaee in buai neu 
aotiYity next year the unemployment situation will be sub­
stantially the same in 191io aa it ia now. 

(a) NearlY half of the inoreaae in industrial 
emplo,..ent during the t1rst halt of 1938 bas 'been 
loat during t he rtrst half of 1939 'becauee ot de­
clining business actiTity. 
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(b) During thll tirot halt or 1937, 35 al.llion 
poraone wore emplo7ed in non-agrioul~rol oppor­
t \. "11tie a. Toda7 lo sa than 35 •1ll1on are emplo7ed 
in ~on-agricultural opportunitiee. During 194o we 
ahall be doing well it we ngain have 35 million 
pereone emploJed in all non- agricultural pursuits. 

The non-agricultu r al working populati on in 194o 
will be about 2 million greater than in 1937 t ot a ling 
aomewhere between 33 and 35 mill i on persona. we 
ahould have tull7 8 a1llion or more {compared with 
leaa than 2 111llion in 1929). 

I n addi t1on t o t h 11 unemplo;raent 11 t 18t1on 1n 
non-agricultural llne s, thll re 11 known to be a sur­
plus labor supplJ on fan11 perhape aa large .,. 
1. 5 al.lli on working pe r aona the t ·naed to ah1tt troa 
tara~lng into industrial oppor~nitle a. 

In view or the tact t hat there il no expecta tion tor 
more than a moderate rile in na tional income tor the next 
fifteen months, and 1n view or the turther tact tha t a 
decline in buaines1 aotivit7 some time during t he next 
tit teen months il a possibil1 t7, and, mo at i .aportant, in 
view or the conviction that a euata1ned tull reoover;r ie 
iaposaible unlese action ie taken on baoic malodJust•enta: 

There i e genera l agreeaent a110ng the peraone referred 
t o above that a coaprehenain prograa ot action ohould be 
initiated at once, such action to be deaigned to accoapllah 
t wo thlnge : 

1. Malr.e socae 1aportan t contribution toward the 
elial.n& t1on or the baa1o ll&ladJua t•enta whlch s tand 
l n tho wa7 ot a sus tained tull reoover;r. Though the 
tull ettecta ot thle program will not be telt t or 
11vorel 7eare, it i s v1 t all7 iaportant the t 1uoh a 
program be initiated at once for two reason a: 

(a) It will take a l ong tiae betore such 
a program could be worked out and put into ettect. 

(b) It ie important to make clea r t o tho 
public that thil Adllinietration in tendo t o push 
l:oward a turtha r extena1on ot New Deal pr1nc1pleo 

• 
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and w1ll adopt. ~~eaaurea dea1g~~ed t o 1nnra 
long-term and aua ta1nad proaper1 t:r, and lha t 
th1a A4a1niatrat1on reoogn1ua the axia tenoe 
ot baaio aaladJuetmente and will take etepa 
to eolYe thea. 

2. A program ot immediate action deeigned to 
ineure a .aubetantiall:r inoreaaed nt U onal i nooae 
in 1940 and to protect ua agains t 1 ~~rp downturn 
in busines s during the neltt t1tt aen montha. 

Soae ot tbe measures which oan be undertaken 
to correct baaio maladJua tsenta ca n be initiated 
wi th autt1oient rapiditJ t o ra1ae the national 1n­
oo~~e 1n 1940. 

lit 

I t to lheee addit i ona t o nat ional inooae result­
ing troa measures taken t o correct bae1o lll&l.adJuet­
.. nte there be added additions to national i noo .. 
r s aulting troa meaeuree apeoiall:r deaigned t o in-
oreaae i nvestment and expenditures i n 19~. an 1ncreaaa , 
in t he national income ot $5 billion or eo can ba 
auured tor 1940. 

There appears to be general agreeme11t in the 
group mentioned above t hat Congreee ehoul d not ad­
j ourn unt1l an adequate pro graa hae been inaugurated. 
Or, if Congress i e to adjourn, it ehould do eo onl:r 
with the d1st1not underatand1ng tho.t it would re­
oc nYene a ttar a abort Taoat1on prepared t o deal with 
theee maJor problema, aome ot which have been berore 
ue to r a l ong tiae. 

0 
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