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~te and !lee1cn .. 1-
Dnft!eld ..aawta to IIIIJr the poea1ld.lU7 or hU 

o•,•nc llpbla to t.a outoa•• tora.r ~ -
6/a/)9 ••••••••••••••••.••.•••••...•••••••••••• 194 )94 
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llaDit ot .taerioa 
Attome;r a.--al t.ella Pol.q rill ulced h1a to loolc 

into o ... wbUe be ... on liNt Cout; got report. 
tbat caM ... Z"dning the~~ 1DduatrT and the 
beNc1 nc aituatiOOJ it TrM.Iur7 b rigllt, Attome;r 
General propo- to co ahead tull. apeed - 1t oot, 
be p1.Gw to r_..,ne entire c ... - 6/5/39 ....... , 

a) HYJr 41aauaaea with ~··•••• ••••••••••••• 
Batteey Br14ce, lin York Ci t7 

Walter B1qer conaul.ta IIIIJr oonceming - 6/8/)9.,.,. 
Berle, Adolph A. 

See '&! e1neae Coaditiona• Lome to Soull a.ailleaa 
Biqer,Yalter 

See Batteey Br1dce, !lew York CitT 
biJieaa Colltlitiona 

l!eocrferT Prop-a~ 
Contereooe at IIIIJr' a bOII8 with 11h1te on procraa tbiat 

a.n be ortered rm 1.nau.ring ...... IMA8Ur8 or recoval'T 
duriQs 1940- 6/4/)9 •••••••••••••••••••••••••••••••• 

a) HI&Jr adrl•s selt-l1qu14at1ng projects 
( e:xtenaioo ot boua1.J1i pro era; toll ro..S., 
t.mmel•, md br1dp projecta; extension or 
tOl'eiin 1_,. to pl'<*lta toreign tra; 
e:xtenaion ot Food St.-p Plan; extension or hlt­
hal.p cooper aU~ .. ) 

b) Note in HI&Jr' 11 own bandwritin&• tall• "li1M1" 
to tall FIR tllat he ie .., rlc1ng on • nal.l 
reoo•at> progr .. • •••••••••••••••••••••••••••••• 

Collt-11 p~nct• HI&Jr, ll1lo Perk:1ne, Viller, Guton, 
an4 1b1te - 6/s/)9 •••••••••••••••••••••••••••••••••• 

a) 81-. in Nt&bl1abinc Food St..p P18D 
dl.aou...cl 
1) Bell report. at 9 a'JO ...t1ng thet M.joritT 

or etape are ccmnc back througll tbe beDica 
1naWed or throu&h the ....,.,al.era and 
retailers - 6/S/)9 ••••••••••••••••••••••••• 

b) Lonipn report on recent trip to Boston and 
tree .tlt Pl-D there - 6/7/)9 ••••••••••••••••• 
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- B - (Continued) 
Book 

Business Cond.it1ons - (Continued) 
Recovery Prouaa• 

Fiscal and Uonetary Advisory BOard• ~eating or Board -
6/6/39 ••• •••• •• ••••• •••••••• • .• ••.•..••••••••••• •• 194 

a) ~randua attacbec:la ••••••general opinion 
aong Adminbtrat1on officials and technic1aM 
on or cooperating with Fiscal and ~onetN"T 
.t.dvisory Board that there 1s little, 1! my, 
prospect tor arked recovery during next two 
years"; progr• ot Board tollowe ••• , •••.•... • 

1) HlAJr reports to Treuury group that FIJ\ "likes 
enon:10ualyt J wanta prou.,. r~ tor Conueas not 
later than Jill¥ lJ sreat secrecy urged - 6/6/39 .... 

Vead b1ll1 Treasury uoup recocamends - 6/6/39 • •• •• •••• 
Viner memorandum suggesting changes in wording, 

etcetera- 6/6/39 •• . ••• •• .••••••••••• •••••••.•••• 
Eccles' testillo'V before Senate Colllll1ttee on llanld.ng 

&Dd Curren C)" - 6/6/39 •• ••.. .• . . .. . .... .. ... . .. ...• 
a) Eccles reported to have pro:oised, during 

testimo'V considering Uead bill, Ulat he would 
return later and testity on what he considers 
adequate recovery program - thereby 
getting his suggestions before Congl'ess 
regardleu or 'llbat happens to his INggestions 
within the Administration- 6/7/39 ••••• ••• • •• 

Will1ama (John H. ) rea~ or bill - 6/6/39· ···· ·· ··• 
Contersnco o! 9•30 aroup, Delano, Upham, Lindow, 

Kades, and O'Connell- 6/?/39••• •••••• •••••• •••••• 
lll.fJr confers with Senator Uead concerning bill -

6/7/)9 ... . . .. . . ... . . . . ... . . .... . .... . ............ . 
Loans to S::l&l.l Business - Berle, Adolph A. I 

Haas CCl!IOrandum on Berle plan tor a ayata ot capi tel 
credit banks- 6/S/39• ••••• • ••••••••••• • •• •••• •••• • 

Will1us (John H. ) comment on Serle plan - 6/S/39· .. . 
Haas _..,randua on aiblation tor week ending 6/"J/39 .. .. 
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IDIJr uks that arrang_,ts be ll8de to bring Keoshin to 
Waabington tor eon!erence- 6/7/39••••••• • • •••••••• •• 3S6 

Butterworth reporte on nood or illlporte into China in 
recent weeks necessitating unpegging or the excbange 
ao that Chinese dollar mgbt rind ,_ laval - 6/8/39 382 

CCIEIOdit7 Credit Corporation 
HlAJr r,c._nda to FIJ\ reetorat1on or oap1 tal 'llbicb lllSt 

be maintained at $100 a1llion- 6/7/39••••••••••••• ••• 366 
a) Report or apprllieal or assets and liabilities as 

or - 3/31/39 attachod 
Csecboalovakia 

For diecuseian or balance• on daposi t in London, 
S.. War Conditions 
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Fedc'al H- LoaD BaDic b1ll 
PTfi aa0 Fflbe'r 8DCl IIIIJr to confer - 6/6/')9. •••• .. . . . . 194 a)2 

Financin&, Qcmll..->t. 

6~ QUncement ot offering - 6/S/39 ••••• •• :.......... 44 
a) Renew ot ClovemMnt u.rlcet. tor t-elc period, 
~ 22 tbrousb June),, ............... ........ .. 49 

Closing ot book8 - 6/7/39•••••••••••••••••••••••••••• 86 
Jesse Jcmes sells bonds 1n Sm Francisco ($71 111llion 

Cal.U'ornia Toll Bridole•un) Without DOt1ty1na 
Treasury and eo 'boad. u.rlcet. hu •gone lOUr" - 6/8/)9 )84 

(For letter,- Boolc 195, page 2) 
(For Jones' answer 8DCl uplanation, eee Boolc 198, 
page 362) 

Haaa -riiDduaa 0 11o n. '/1JODJtST (net.) rwed bJ' eecuritT 
iellllu, 1933-38, except. t.hroual> United States obli£ations•- 1 
6/5/39... ..... . .. ... .. ...... ... ... . . ... .... . ... . ... . . . . . . 84 

Fiscal and Uooet.ecy Mnaory Board 
See Business Conditions• Recove17 FrogrUI 

Franoe 
See St.abUisationa Gold 

Germ&n7 
See War Condi tiona 

Giann1n1 , Audeo p. 
See BaDic ot Aaerica 

Gold 
See St.abUisation 

Great Br1 ta1n 
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See War Conditions• CuehoaloT&Icia 
See StebUisationa Gold 

-I-

ItelT 
See War CODditi..,. 

- J-

J~, ClliD (fb~ Oooeznor, South Caral1na) 
,_. Row aaU 1'reuu.rT to ~ 1n - ot tax 1Ulll.te -
6~/)9.... .. . . ........... . . ........ ..... . . . ..... . . . . 277 

a) Discussed at 9t30 Meting - 6/8/')9... .......... 387 
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liNd bUl 
See BuaiDeaa Colldi tiona 

llorpn, .J. P. 
Tax ret\md clai aed llince 1933s Hanea r aporte eettl-t 

illvol't'ing about $1 111ll1on to go to elenrn people i c 
to be reo~ b)' Bureau ot Intornal Revenue -
6/7/39 ••••••••••••••••••••••••••• •••••••• •••••• •• •••• 

Uoata, Robert 
See Triborousb Bridge, New Yor k Cit:r 

Recovery Progr• 
See Bunneas Collditiona 

Retugeea 

- R-

SS ST. LWIS with 900 refugees &boards 
a) HMJr diacuaeea with Hull - 6/S/39••• • • • • • ••••• • •• 
b) HII.Jr conaulta Coast Ou&rd as to position ot boat -

6/6/)9 ••••• ••••• ••••••••••••••••• •• ••••••• ••••••• 
o) lrellee tells HII.Jr Butler lirisbt will oonter with 

President ot Cuba tonight - 6/7/39••••• •• ••••• ••• 
Rural Sl.ectritication Ad,..,nhtration 

Ettect on progr11111 ot nol'IIIU tiacal. 1940 eppropriation 
and a aubat~~ntially larger appropriation diaouaaed 
by FM and HKJr - 6/6/39 •• .• • •• ••• . ••. . •• • ••• ••• • • • • 

Silver 
See Spain 

Spain 

-S-

Book - ~ 

194 364 

?9, 229 

234 

350 

237 

.Jeaaa .Jonea Nka H!.I.Jr tor rUIIJM ot ailver purchN&a ill 
ccmnection with rtait ot Franco' a Aabeaeador - 6/7/J9 344 

Stabilintion 
Golds IIII.Jr reports to Fal pxrchaaeo by France IDd 

Bn&ltnd since December 5, 1938- 6/6/39... ... ........ 321 
Surplua Colaoditiea 

Wheat s H-e ......,rendum on export aalea, et oatera -
S/29 tbrougb 6/6/39•••• •••••••••••••·• · · · ············ 325 
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Tr~l'ioa 
See Benlc o! Marie& 

Triboroup Bridge, N .. York Cit)' 
IIIUr ulte Robert llo- to Mild rapreHDtatbe to 

Wub.1.zlctoD eo that plana u:r be f!n•Jl;r •ttl.ed -6/7/39.. ......................... .... ............ 342 
Cont...- -miDg -.tlict 'betxsllll br1dp and 

N .. York~ House riabta- 6/8/39. . . . ....... 400 
a) Letter rr- IIIUr to s.er.tar;r ot 'lar tollowiDg 

conference attaChed - 6/8/39••• •• •• • •• ••• •• • •• 413 

- u -
U):tla, C;yril. B. 

See 4ppoin~t• md Reeignatiou 

-·-
War Colld.i tione 

Cseoboal.onld&J Merican &lbaeq, Loadon, report& Oil 

•~t ll&de b;r Clwleellor ot ~ in Hou.ee ot 
c-a ~C'diJlc Csechoe1onki& &ol.d. ba1-• in 
Loudon- 6/S/)9 •••..••••••• •••••••• •• ••••.•• •. ••• ••.• 

a) B.1k ot &lgland, wileD boldine aol.4 balalloee to 
the orct.r ot Benlc tor Interoatiooal ~u-ta, 
doee DOt lmow 'llbethar it bolla in t act abeolute 
property ot Bank t or Intemational. S.ttl.-te 
or wbetber U 18 in 1lbole or iD part tor the 
acoounte ot othare 

b) Brl.tiab ~tie 1esalJ.T prec1ud8d b)' tams 
ot 1930 md 1936 protocols tma tald.n8 -"7 step 
- to prennt Benlc ot !ngland trooa o'be)'inc 
inetrwltiOIUJ giTeD it b;r ita ou.eto.r, the Bank 
t or International s.tu-ta 

Great Britain• Purcbaee b)' Britiab eubjeota ot toreigll 
~u .. 18 dUooarapd b:r Cb&oe.U.or ot &xobequer -
6/6/)9 ••••••• ••••••••••••••••••••••••••••••••••• ••••• 
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-. 
lun4A1 June •· 1939 

(Diotated Monday, June 5) 

' 

Had Harry 'lh1 te at the houee from 5 to 7. Laid 
out what I oonaidered a good reooYery progra.. 

ll;r program would, f1rat, be planMd to take care 
of the people in the lower one-third and, eeoond, would 
at no place compete with private capital and, third, 
would be self-liquidating. I had in mind a alum clear-
ance under u. 8. H. A.; highways and bridgee and tunnela. 

HaYing put White on notice to bring along all eelf­
liqu1dati ng projeota which had been euggeated during the 
paat year, he auggeeted a corporation to buy land for farm 
tenante; loane to South America and China; debt settle­
ment agreement with Ruaaia and then a loan to Ruseia. 

I euggeeted an exohange of cotton f or -.nganeae 
from Rueaia; going ahead and organizins a corporation 
which would eell bonda against the already existing utility 
projecte. Projeota which would not be &elf-liquidating, 
but would take oare of the lower one-third: atart self­
help cooperative• in all oitiea and country towns, where 
poaaible, with grant& from lf,P.A., patterned after lfaah­
ington and Richmond; lllalte the Department of Agrioultu.re 
give ue a eohedule f or expaneion of food tioketa for eur­
plue food eo this would cover t he whole of the United 
Statea within the next three monthe. And, laatlJ, eug­
geated an informal Board which would be a eooial serYioe 
and worlt plaM1ng Board. 

Harry waa moat enthueiaetio and aa1d hie frienda 
would not bel1eYe that I waa going to auggeat a program. 
The thing totals to eo• k,ooo,ooo ,ooo. 

In etarting out I ea1d I did not want to get into 
A diaouee1on with him aa to ooapeneator.r budget or poole 
of unuaed a&Yinge, eto. , but that thia waa ay progr&ll and 
I would like to han hia help me danlop 1t. 

r or t he tirat tiae Harry told • ltoolea baa a pro­
gram whi ch I gather oontaina reoommendatione f or 1noreaa­
ing pay~~&nte to the Old Age, eto. 

At 8:15 I had the following telephone oonnraation 

1 

.. 
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o-=: at lllaeUI7'• a-, ,_ 4, 1939, at 5 P·•· 
a.-tu7, llr. White ....... 

'ftll Seoftt&r7 eaicl it wae bie opiniaD that it wae ueentiel to ha'ft 
a JII'CC&W pnpiNd tbat tbe Pr .. ident -ad attwpt to baYe adopted b)' 
Cclllftll u lOaD aa poaaibla. Tba J)I"'gr• llhould be one which would 1D­

ftl"' r- ••eure of reOO'ftJ')' du.rl!!! 1940. 

!Ia etated that 1Ztf Maeuree adopted abould adhere to three principla 11 

(1) u.,. llhould he for tba aost part ealt-Uquidatin& 1D character; (2) 

5 

u.,. lboald he projeote wtlich do not coepate with pr1nte enterpriea; (3) 
tbq ebould be projeota daeipd eo far as poseibla to 1Dcreaee tile standard 
of 11 Y1Dg of the low .. t iDeo• ,roupe. 

!Ia aaid that tbt field oucht to be thoroughl.J explored for the purpoea 
of da'ftloping as broad a progrrua as possible ot aalt-11quidat1Dg projeote. 
Such a prograa, ba tboucht, should include at leaet (1) extension or the u.s. 
houeiDg prccraa; (2) toll roede, tunnels, and brid,e projects; (3) extension 
of foreign loene for tbe purpose or prceoting foreign trade. 

!Ia expruead tba rtew that we ehould iD'ftl'tigate the poaeibilltiee 
for proj&Ot.e e1ldl&r to Oreanhelt and the poaeibil1t;y of the !'lorida llh1p 
canal wre i t plaoed on a toll buia. He &lao axpreeead hiAeelt e-phat1-
e&ll7 agaiDet the idea ot reetr1ction ot production whUI lil11ona ra­
MiDad undal"JllU%'1ebad, wxlarcled and undarhouead. 

Aa part or tba prccr• to be adopted, thOUj!ll &dmittedlJ" not of a self­
liquidating baeia, bt propoead to urge the extension or the Food Stamp Plan 
to all catiiiiDitiaa in tbt United s tates and to expand the Dllllbar or commod­
ities tbat could be purcb&ead under thie plan t o include cotton textiles, 
and dair:r product&. 

Ra &lao propoaad to extend on a natio.....nda baaia the eelt-balp coopera­
ti'ft ecbelae now eacceallfllll7 operated 1D Waabi.JI&toll and Riclaond. Tbaaa 
laet two propoe&la bt relt btd llUCb to recomaod tbell both as a Mana of 1D­
creaai!lg tbt daund for aurplue prodllcte, and aa a wa;y of aaeieting thoaa 
paracM wbca tba law Deal clailad to taka care of but, 1D fact, nuleotecl to do 

'!be Saoretarr felt that tbaee two lattar projeote, whUI not compl,ying 
with tha tbrea principlee an-rated abo'ft, would ba supported by • great 
IIZtf people who wra oppoaad to genllral apanding programs and be felt lika­
wi.ee that tba ult-liquidating projects wo'Ol.d ba wpportad by III&D7 people 
wbo wra oppoead to gO'ft...-nt apanding projaote. 

Ra atraaead tba ar,_c;r ot the taa1c and planned to have a prccru poe­
panel for a apaciel -tine or tbt Fiec&l and l!o .. tar:r AdrlaorT Board which 
waa to 'bl held at hi& otfioa a11 the tollooriDc Tueada;y (June 6th). 

lire. lloJ'Ifttba1l later joinad tbt d1•cuae1on and expressed beraalt aa 
'blinlr •troa«17 1D fnor of the Sacreter:r•a idea. 
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June 1, 1939. 

'l'IIB VIlllrS OF TIIB IN'IBRII!P.t.R!IIIIITAL COIIIC!T'l'IB 
ON S'lti'I!OIC IIATBRI.US llmlRDINIJ .lPP!IOVlL OF 

111 BILL 8, fZ2 

1 . !be •terlala to be acqu1Nd are ~tal not onl;r 

for tbe actu.al operatione of our llilltuy forces but for 

the conduct of our ordinary economic life. 

2. Without the proposed reserns, our own indepen-

dence of polley would be eerio~ bupered (perticular~ 

111 tb regard to II&.1Jlt&in1JI& a neutral position toward a 

111deapread internationaJ. confllct), our induatrT would 

be crippled, at leeet to some ertent 1 and our abW ty to 

prosecute a war, should we become engaged, would be 

grea~ lessened. 

3. Our experience during tbe World 'f&r illuatratee 

the problau to be faoedt 

(a) At the outbreak of the 'f&r practicall;r all 

of the belll&erente and a DUIIber of neutral countries 

embargoed exports of essential IIAterlals, including tboee 

noi'IIAll,y exported to the world ll&l'ket. Henoeforth exports 

-re al..lDW8d onl;r undu etrict control and in auch aanner 

ae to best eene the national interests of the auppl,y1Jic 

(b) In 

• 
... 
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(b) llll -t iutanoee the Rppl;r ot 1'1111' 

•Wriala tor aport ae ...-tiT Clllrta1led beMnM ot 

ot tbl c • '"ri.ac ot oapl. t&l, plant, 1abor 1 ad 

tnlo8portat1on tor 1 lliate artt.. ~te. 

(c) lftn where Mteriala wre .,..,,.ble tor 

export, tbl eho~ of llhipp:I.Dc an4 the ezu- 4angere 

ot oertain t~ route. tvtber curte.U.d ta. wppJ;r 

(d) In _..., - 1'1111' MWrial wppllN wre 

etrictlT oootrolhd, and ~ cnrt.e.1l.N - to 

-t.Nla, u a reeult of etforta of the belliprente to 

p:re'ftllt auppliN fna reaching the· 8118Q'o 

(e) lD other -• neutrals end belliprente 

al1b wre forced to ute oonoeeeiooa cc UfT maober ot 

tbl ~ ot •-au,- •teriala. 

(f) Bec&u.n of all ot ta. .. ditticn&ltt .. , 

prioee of stretepc ....,. .ateriala soared to IIDhMrd of 

becbte. For inatance, tunpten, llbich eold tor t?.so -per unit ill 1913, rMChecl $93 ill 1916. ~ 

MDC"'- wu 137.50 per ton ..r~ ill 1914 and reached 

~ ill 1917. a..rc.ite, llbich ranpd between t? end 112 

per ton prior to ta. war, reecbed 180 ill 1918. 

(g) ._ 

8 
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(c) Bftll at theM aorllitant prioea adequate 

nppllee OOilld not be MOUNd ~ abroad. DMperate 

eftorte were ude, ~orw, to enccrarace .SO...t1c pro­

ctuct1cn wbereftr poaai,ble. Pricae wre allowd to riM 

without clleck u a M&Da of~ web produotioD, 

and tbe apreasion wee gift!~ tbat tbe ~t would 

pay aey a.ount to Moure certain .. ter1&le . Arr:r nu.ber 

ot pl&Dte wre brou&)lt into exietenoe tbat could not 

continue operation after tbe 'lar, and u a rewlt ot 

tba Gown-.t•a poliey ot encouras-nt, hundreds ot 

&:.est1c concerns filed wit following tbe War fer real. 

or alleged losses, botb 1n operations and capital 1n ... st­

mentJ 1n Jl&l'lii&Dt ot euch oJ.a.i.lllll appt"opr1at1ons of 

approxiJD&telT $ll,OOO,OOO wre made betnen 1919 and 

19)9, and tile end 1e not )'at. 

(h) Witb .U ot tllese efforts st1ll tbare wae 

a eerioua eho~ of ea.e uteriale. In tbe cue of 

llallpl'lese, tor instance, 1t wee '--Poeeible to secure a 

sutt1c1ent amount ot hish-crade ore to eupp],y the re~ 

mente of tile steel 1nduatry and u a result the epecifica.­

t1one tor t~ee had to be lowered ~ the 

etaDdard grade, eo percent aancan-, to a W%'7 uneat11-

tactol'7 70 psroent a:nde• 

(1) ,:tar 

9 
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(1) UWr the United Stato eat.erecl the IV, 

the 1Jar IJidlletrlea Board -..s.erecl .U awnaNe np­

pliea of a =ber o! utaricla ~ restrloted tbelr -

1lbol.q or c:hiefl.T to tbe -ractv. of -s.ticae or war 

equipoeat, IA a fw -· ...., ~ .uon. wre 

1Jiettect1w and an aotul f..tne of euppllea-. 1.11 

prospect u the War ended. 

(j) Speci&l pro~ were faced 1.11 ouee 'IIbera 

one nat.ioD controll..s .U or the ll&jor part of an MND­

tial. uteri&l. . ror inatanoe, the United States-. forced 

to eater ~ i.Dto a reetr1ot1w acre crt witJl the 

IJQtcb qu1lline 110D0po}T1 and tbe 1JD1ted Statea and tbe 

otJler .UUee ... re toroed to depend chieflT on -·a:J1ng 

operations in the SoTiet Union, after tbe !lllaaian nwl­

tion 1.11 1917, for eeHDtial. ll'li'P'1ea ot pl&t.imlao 

4o IA the oue of .oat uterlala, the ~ eitua­

t.ioD of tbe United Statee baa not i»ptoNd llinoe tbe 

'lrorl.d IV. n:-etio production 1e etill inaipfioant 

or WIB&tiet&otozy in the oue of nab Tit&l uteri&le ae 

....,_ .. , cbrollite, and tinJ tbere ie et1ll wzy little 

rubber a,..uable 1.11 thia ~and w b&w u ~ 

etitatea ~ «q~e'•'w 8Jfttbet1C ut&r1&le witJl lleited 

-J ... et1ll JSUt relT OS> the Jletberlanla and lletber~ 
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Ian IDdiea for cplnl ... , OD Jhuel.a ~or plat.ima, Ul4 1111 

Ch1lla (perbape n'llntll8ll,T Japan) for obrwite and t~. 

s. !be Unit.ecl States u the onq 1Ddutr1al netiOD 

of 8Zl'f coneeqaenoe 1n the world which baa not t.eUn atepe 

to create exteneiw reeerre etocke of essent.ial ll&terl&la. 

6. Parcbue of reeerre wppli" at preae~~t prloea 

Jd.c)lt W%')7 well ..... the tJn1 ted States lnmdrecla ot 

1111lllone of dDll&re 1n ccaparieon llith prlcee which are 

lllcel3 to dnelop in oonnection llith a •jor ar. 

7. J'Urcbuee at th1e U.. would al.eo tend to otfeet 

our preeent uoeee of uport.e and to cbeol< the ~ei.rahlA 

further 1ntl.ow of sold. 

1heee are the cona1derat1one le•"'ng the ec-ittee 

to advise appl'Oftl. of this legielat1on, and it reca.oends 

aleo that an appropriation be aoua;ht to O&r%')7 out a •jor 

portion of the pn>srea ~. It 1e the cone1dered 

j'adpct ot the ~ttee, attar oonwltetion llith upert.e wbo baw 

et'cldied the •tter, that $25, 000,000 OOIIld be UHd etfecti'Nl¥ 

for tbia pu!pOM, Ul4 1n the national interest, c1ur1J>c the 

next tuoaJ. ,.ar. 
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Jleatm a or the ~tal Cca:d.t.tee on Stra~c 

Jlat.riala I 

llerbert Feu, c~>a1rao, 
Adrlser on 1Dternat.1onal 
Bconoaic .l.tta1re, 
Departent. or State. 

Colonel Barry X. llutherf orcl, Di.rect.or 
Pl&nn1ac llnalch, Ottice ot the .Uaietant 
Secretary ot 'far. 

Co-.ruler L. B. Scott, Office of Cbief 
ot lia'nl. OpereUon.e, JiaTT Depart.Mnt. 

Captain B. B. Coll1ne, Aaaietant 
Director, ProcureMnt D1:rla1oo, 
Tre&IIU%7 Dapa-tmant. 

Jaee W. l'llrneee, Chief of Branch mel 
Chief Engineer, V.tal Bconoom.oe 
Dhieion, Bureau of llinee, Department 
ot the Interior. 

F. H. Rawle, Aeaietant D:lrect.or, 
Bureau or Foreign and Domeetic 
eo-rce, Department of c-rce. 
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11;r dear llr. President• 

I understand that in all likelihood the bill s. 572 providing 

for the acquisition by purchase of reserve stocks ot strategic raw 

material.& will be passed by Congreee within the next f ew days and 

coll8 to )'Oil for )'OUr consideration. I haw alread;y in response to 

the inquiry ot tbe 9lreau of the ~get expressed -.;r Yin that thb 

lepal&tion 1e adrisable, and understand that all otbar interested 

OcmlrnNnt Departments have stated !-be 8&1118 opinioo. 

The Interdepartmental COIIIIIlittee on Strategic Raw Materials at 

a meeting yesterdal" prepared a _,randWII 8Unlll&r11ling the supporting 

reasons tor this legislation and at their request I am tranSillitting 

13 

a cow of the report to )'Oil. I find it an excellent SUl!llla17 which 

brings out clearly the pr1ma.r)- ~rtance beth of baYing legislation 

of this tne passed and of autboriUn& protlpt Wid adequate approprU.­

tio!UI . J: ebould be veey glad to discuss th18 ~~~&tter with l"'U at )'OUr 

convenience or at Cabinet. I underetaoa that the Secretaries of lfar, 

lla..,., pOlDOrce and Interior would a1so welco.e the opportunity to 

join these discussions. 

Tho President, 

The White Rouse. 

• 
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TO 

SubJect: 

TREASURY DEPARTMENT 

INTO OI'I'ICIE COMMUNICATION 

DATS June 5, 1939 

Seeretar~orgenthau 

Mr. s.a 
Mr. Ber e'• Plan tor a 87etem or Capital Oredlt Banke 

(1) Mr. Berle propoees that a 171tea ot capital oredlt 
banke be ore!lted. Theee banke wollld eeoure their tunde large-
17 b7 the creation ot bank deDOeite, and would uee thea to 
tinanoe 1worth71 proJecte at ian7 rate or interest which ie 
necesear7 to get the businese done•. 

(2) !he proposed Publio Worke Finance Corporation 11 
aerel7 a epecial case or a capital ored1t bank, aak1ng loane 
0n!7 to publ1o bodlee. Ite tunde wollld be ra1eed 1pr1aarU7 
through the creation ot reeerTe ored1t1 , and 1t1 loans wollld 
be mostl7 at nominal or extremel7 low ratee or interest. 

(3) Tbe iiiiiSdiate etteot ot the creation or the Public 
Works Finance Oorporat1on upon the tieoal poeition ot the 
federal Oovernaent would be that the detio1t, inaotar ae it 
could be traced to publlo worke expend! ture e , would oeaee to 
be ooneidered ae 1 detioit1 , but would be treated rather ae 
1 inTeetment1 and tinanoed pri noipall7 b7 the creation ot bank 
deposits. 

(~) Mr. Berle 1 e proposal ie based upon a eweeping ao­
oeptanoe ot the 1 under-1nTestment1 explanation ot the preeent 
4epreseion1_and a oonviotion that private industr7 will neTer 
again be able to euppl7 the 1nTeetaent opportun1tiea neoeeear7 
tor tull eaplOJSent. 

(5) !he dlttioulties ot Mr. Berle 1s propoeal are not 10 . 

auoh in the reala or pure theorJ ae in 1te praotioal appl1-
oat1on. Theee dlttioulties are eo great, however, and the 
ohangea propoeed 1n our eoonoa1o 171tea eo eweep1ng, that it 
eeeae beet to deter tr7ing it out untU we have tboroughlJ 
explored the poeeibilitJ ot securing reoover7 b7 lese draet1o 
aeane. 

7 
15 
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I. What llr. Berle Propoae8 

In hie testimony before the rMEO, Mr. Berle propoeedl 

(ll !hat a bill be passed at this eeeeion creating a 
Public torlta Finance Corporation •with eu1tabl1' guarded re­cUecount privilege at the P'8deral Reserve Banke1 • 

(2) That a bill be passed at this eession to insure 
loans to amall busineae. 

(3) That the TKEC appoint a special subcommittee to etud)' and report to the next Oongreu a bill prortcllng for a qetea of oapi tal orecU t banks. 

'Dle bill for i .nauring loane to small bu81nees (the Mead Bill) is the subject of a separate study, and will not be d1eouesed in this me1110randum. 'l'be proposed Public Worll:e 
finance Co~oration 1a merel7 a special ou8 of a •capital 
cred1 t bank , mall:ing loane Onl1' to public bocllee. 

'1!18 onl7 thing necesearil1' i.-piled in the tara 1 oapital credit bank1 1B that the bank 80 deaignated ehcu1d aall:e loans for the purpose of financing the creation of fixed capital, such aa public worll:st ~ousing developments , or plant and :::ach1ne17. The capUaJ. orecllt banke proposed by Mr. Berl e differ tundamentall7 however trom any auoh 1n8titution8, the oreation of whiO£ has hiUterto been seriously considered, both in the uthod by which i t 18 propoud that they ehould raise their tunde and in the criteria according to which it . 1a propo .. d that they ehou1d lend them. 'l!leee cUfferencu 
atrill:e t o the very roots of the eyetem of private enterprise. 

On the lending Bide, Mr. Berle believes that if the enterprise to be financed is a worthy one, the loan ehou1d 
be -.de at •an:r rate of interest which ie necessary to get 
the busineee done• . This rate, he states, wou1d be alaoet 
nil in a nonprofit enterprise, and wou1d range upward to commercial rat es on 1 etra1gnt business proposit ions•. 

16 

!bie completely reverses the orthodox concept of the 
proper relation8bip between the prevailing rate of interest and the advi sabilitJ of undertaking an7 partiou1ar project. 
'Dle orthodox oonoept ie that if a pro.!ect 1e able to earn the goiJ18 rat• of interest, i t is •worthy• .• Jlr. Berle turn• this 

* 1 public project, ib!Ob has no • earnings" to eat agalnet ita inter est oo8t, ie considered to be 1 worth1'' in the orthodox 
eoheM of thinge it i t 1e autt1cient17 deeired b7 prevailing public opinion to Juet1f1' borrowing tor 1t at the going rate ot 1ntereet. 

... 
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on end and a&)'e tbat if a proJeot 11 1 worthJ1 , it ehould be 
obarged onlJ u high a rate of inter .. t aa it 1e able to 
earn. fbe deteraination of wh1oh proJeota are •worth)"• ia 
tbua left to the Ju~ent of the group of eoonoato planner• 
i n cbarge of the oapital credit banlta, rather than to the ob­
Jective determination of the aarket -- euoh ae it ial 

The proposed oapi tal oredi t banka would depart as far 
from orthodoxr on t he borrowing aide aa on the lending eidl. 
Orthodox doctrine would preeoribe that they ahould obtain 
their funds from savers through the iaeuanoe of intereet- bear­
iolg debentureet or in exchange for bona fide t1ae deposita; 
and Kr. Berle dOes , in faot,_propoae that a portion of their 
funde lhould be secured in una ~~a~~ner. A large pOrtion of 
the tunde would be eeoured, however, bJ the creation of deaand 
depoeite. Kr. Berle aakee it part1oularlJ cl ear tbat aoet of 
the tunde loaned to pubUo bodies (including the Federal Oovern­
aent) would be eo obtained. * Put 1n ite baldeet teras, th1e 
means that the propoeed capital credit banks would aeoure a 
large portion of their funds bJ a aiaple i noreaee 1n the 
volume of the oiroulating aedium. 

Aa already noted, the propoaed Public Worke Finance 
Corporation ia merelr a special kind of a capital credit 
bank -- apeoial in that its tunda would be loaned entirelr to 
public bodies (inoluding the Federal Government) . The i mmedi­
ate purport of the creation of this Corporation would be that 
the defioit of the Federal Government , lneofar as it oould be 
traced to publi c works expenditures , would cease to be oon­
aldered aa 1 deficit1 , and eo financed bf the iasuancs of 
interest- bearing debt. Ae auoh of it as could be traced to 
fublio worka expenditures would instead be considered ae 
1nvestaent1 and financed, in the final analJaia, prinoi pallJ 

bJ the oreatlon of bank deposita. A oorreaponding revolution 
would, of oouree, take place in State and Local finance. 

II. The Reaaoning Behind Kr. Berle 1a 
Propos &I 

Yr. Berle prefacee hie oaee with the statement that the 
existing syatem of oapital financing haa broken down. Th1a 
breat4own, he believes, ia due to fundaaental oausea, reaoh1ng 
deep into the e oonoaio atruoture , and remediable onlr bJ 

wr-•!he public and quaai-publio functions of the bani woUld 
han to be financed primarilJ through the creation of re­
serve oredit1 - Berle meaorandua at P• 527 of the private 
print of the 'DEC hearings. 
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eweeping obangea along the linea whioh he proposes. Unless auoh 
ohangea are aade, he bel1evee that the a1tuat1on 1a 11kelJ to 
~w worae 1natead or better, t1nall7 pr.o1p1tat1ng a change by 

••• the aore violent prooeeaee whloh alway8 ooour wben the 
country 1e 1n great atreae•. 

These are strong words and grave oonaequenoee to impute 
merely to a d8t1o1enoy 1n underwriting technique, and 1t 11 
cle ar that Mr. Berle has 1ometh1ng tar more fundame ntal 1n 
m1nd. lfbat he mean• 11 that •• han been unable under our ex­
isting eyatom tor nearly ten 7eare to at tain a tull employaent 
ot our material and huaan resources, that thia unemplo,.ent 
18 likelJ to 1noreaee yet further 1 during the next major down­
turn or the bueineee 070le (due in aDJ caae within tour or 
t1ve yeare)• , and that tbe .people will t1nall7 lose patience 
w1th this 1apaeee and eeek to end 1t by a violent prooeae or 
change Whioh aay ultimatelJ eaor1t1oe tar aore values than 1t 
ga1n1. 

The present chronic depreeeion 1a, 1n th1a vtew, due 
primarily to a lack or adequate investment outlets tor the 
tunde whioh people insist upon saving. The savings are aade 
trom habit, 1rreepeot1ve or whether an7 prot1table use tor 
them is 1n eight or not ; but, unleaa auch outlets do appear, 
result only 1n unemployment . This unemployment, 1n the 
analyeie or Xeynes, creates business loeaaa, which reduce the 
amount actually realized by the eavere as a olase to the ag­
gregate amount or the net physical investment actually ac­
oompliehed. 

One or the reasons Why the tunde or a&vere - and would­
be eavere - tall to t1nd an outlet in physical 1nvest~nt 11 
that the7 demand an i nterest return at the going r&te. It no 
interest , or only a very low rate or interest, were demanded, 
many projects would be t eas1ble wb1oh are not under present 
conditione. Mr. Berle proposes to out into tbe present 1m­
passe at Just this point by having h1s capital credit banka 
loan mone7 so that such proJects - it 1worthy1 -- could ba 
undertaken at 1 any rate or interest wh1oh 1e necessary to gat 
the bueinele done•. The employment created by suoh projects, 
plus the secondary employment created by the deaand tor con­
sumption goode on the part or thoee benatit t 1ng trom tbe 
proj eot8 in the t1rat i .natanoe would, 1n theory at least, re­
store tull prosperity in short order. 

It ia clear, however , that 1t the capital credit bania 
are to loan their tunda at nominal rates or interest , tbe7 can­
not very well borrow tbaa at 1 the going rate•. It 11 necessary, 
therefore, to 1nqu1re 1nto what the going rate or 1ntereet 18 
and bow 1 t happene to be detera1ned. 
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According to ~ernee , the going rate ot intereet ie 
ei8plf the price charged bf owuere ot capital tor toregoing 11qu1dity. It would eeea to tollow troa th1e that, it the oap1tal oredi t banlte oannot a t tord to or do not neb to par tt.e pereone who 8upplf their tunde the 1 goi ng1 rate ot inter­eat -- that ie, the going price tor foregoing liquiditr ~ they auet turnieh thea inetead with a liquid 1netruaent, nth reepeot to which no 8uch price wou.ld need to be paid. 'l'h1e i8 exactly what ie propoeed - the Uquid inetruaent being a demand depoeit in a oo .. eroial bank. 

It ia an inevitable corollary ot this that, a8 long ae auch a procees continued, the aggregate 8Upply ot liquid in­
et rumente -- in th1e caee bank depoeita -- would continue to pile up, Just as the eupplf or interest-bearing bonde would 
p1le up it the tlnancing were carried on by that ~~eane - ae in the caee ot the Federal deficit today. Such a piling up ot bank depoeits would, under orthodox doctrine , be ccneidered h1gbly intlaticnary. 

It ie argued by Yr. Berle however, that no evil conee­quencea would tollow trom a piiing up or deposits 1n the present instance. Ae long ae the depoaits reaalned idle etorea 
ot value held b7 eavers deeiroue merslr ot holding their aav­ings in liquid torm, they would naturally not be lntlationary. This would be the oaae in the immediate tuture. To the extent, however, that such deposits should be used to purchase goode 
and servlcee, the obJective ot the capital credit banlte would be to that extent attained, and their operation• could be cor­respondingly contracted. Should the spending or the depoelta reeult ln reetoring tull employment, tbe aotivltiea or the 
capital oredit banks could be auepended altogether and the mechanism reversed - - converting bank deposita lnto interest­bearing debt - - in an amount autticient to prevent an in­
tlationary rise ln the prlce level. 

In any event, it ls argued, an inflation le impossible as long as the r e is a eubstantial eupply or unemplored labor 
and capital, aince an increase or money expenditures under such conditions would have its primarr ettect ln increasing the physical volume ot production rather than ln raising the 
price level. 

III. Soae Dittioultie8 

The dlttlculties in Yr. Berle'e propoeal are not eo much in the pure theory as in ite practical application. The dltti­cultiee ot application are 80 great, however, and the changes proposed ln ou.r economic aystem eo eweeping, that it is worth 
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whlle to ooneider whether the exiating eituation is really aa deaparate aa Mr. Berle euppoeee, einoe , 1f it ie not , the apoo plication of euoh a draetic remedy may be unneoesaary. 
It 1a Kr. Berle ' e fundamental premise that pr1Yate enter­prise, left to its own devices, w111 never be able to abaorb in profitable investment the aaY1nga of the economy, and 10 permit full employment. This may or may not be the case. There ie considerable reason, from theory and obaervation, for believing it to be eo, but those ~o arrived at euoh a conclueion during paat periode of protracted depreesion haYa been balled by eubeequent experience. It eeeme beet, there­fore , to defer trying so drastic a plan baaed on thls eupposition until we have exhausted the poas1bil1ty or ••­curing recovery under the auspices of private enterpriee as now organ1~ed. 

Apart from the question or th~ reality or the alleged necessity for trying it at the present timei however , the • principal practical diff icultiee or Mr. Ber e 1 s plan appear to be as followe: 

(1) The plan involves as previously pointed out, an amount or 'l!oonom1c planningG hitherto unprecedented in this country. Under 1t , proJect s of almost all sorts would be undertaken, or not undertaken, in accordance With the Judg­ment of the managers of the capital credit banks ae to whether or not auch proJects were •worthy'. ·The managero or the capi t al oradit banks would be the most powerful persona in the country, and Kr. Berle 1 a hope that the ayBtem could be kept out of politica ie cblmerioal. 

This obJection ie not insuperable. 0Politioa• ia merely another way of expressing t he democratic process~ and has its good points as well as its bad ones. The allocation or proJecte under political auepicae may be as good or better than that now had under the auepioes of praaent day finance -- but we ehould in any event make the change with our eye s open. 

(2) The Barle plan 1a probably incompatibl e with our existing fractional- reearve oomceroial banking eyetem. A• long as the capital credit banks co-existed With coll!lleroial banka operating under a fractlonal- reaerve system, every dollar or bank deposits created in order to finance a corresponding amount or public worka would make possible -- by piling up ex­ceae reaerYes -- a secondary expanaion of six or eeYen ti.a• that amount. Whl.le the pr1aary expanaion mi ght, With expert 
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control, be prevented trom causing an intlationarT rise in 
prioes, the eeoondary expansion would al.ast certainly be 
dieaetrous. 

21 

'ftle possibility ot auoh a eeoondary expansion could b8 
obviated by the adoption ot the eo-oalled 1100 percent re­
serve ayetea1 tor demand d.epoaite, and the adoption ot auoh 
a eystem would probablY be neoeeeary should we go verT tar 
al0118 the route wh1oh llr. Berle reoommende. 'l'hia objection 
ie not fundamental, however, since the 100 percent reserve 
system has IIIUoh to commend it upon othsr grounds; and, while 
radical , is not nearly as rad1oal as llr. Berle' s proposal 
itselt. 

(3) Assuming that we are w1llill8 to aooept the de­
cisions ot our politioal-e!lonomic plannera on the allocation 
ot our resources and have -- by the adoption ot the 100 pe~ 
cant reserve systea, or otherwise -- taken auitable steps to 
prevent any secondary expansion ot bank deposita trom arising 
on aooount ot the operationa ot the capital credit banks, the 
supreme test ot the Berle plan would be our ability to prevent 
the pri118.17 expandon iteelt trom ultimately oaueing a dia­
astroue intlation. 

In theory, the primary expansion oould be controlled and 
prevented trom having any untoward etteots. To do so, however, 
would require, not merely excellent Judgment on the part ot 
the money manage.ra, but the oouraga and reeolution to do verT 
unpopular things and to do. them prOIIptlY. 

In the event ot an incipient intlation, it would be neoes­
earT to prevent the turther increa se and, perhaps, cut dO!rtl the 
existing supply ot oiroulat1ng medium. In order to acco111plieh 
this, it Would be neoeesary, at the leaat, to increase sharply 
the quoted rates ot interest on 1 worthy1 proJeote, thereby 
dooming many ot the most popular ot them to be stillborn. It 
this were not euttioient, it would be necessary to convert as 
llll.loh ot the circulating medium as might b8 necessary into 
interest-bearing debt, and finance the intereet disbursement 
thereon trom taxation. It these things were not done when tull 
e~~ployaent were attained and the price level commenced to rise, 
the plan would probably reeul t 1n wilcUire intlat1on. lrhether 
or not these things would be done in the political environment 
existing at that time, no person can now say. 

... 
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TO 

BubJeot: 

TREASURY DEPARTMENT 

INTER OFl'ICII COMMUNICATION 

Beoret&r7~enthau 

Mr. Haa 

The Bu ineee Situation, 
Week ending June 3, 1939· 

Conolueione 

COifPII)DTUL 

JUII8 y• 1939 

(l) Evidenoe 1e becoming more and more unmietakable 

23 

that a pronounced riee in buei.neu activit:r ie getting under 

wa;r. Unle .. it llllDuld be upeet b:r eoae new ehock to bue1ne .. 

confidence, the present riee eeeme l1kel:r to develop into a 

eubetantial upturn within the nn:t tew months, and on a etrong 

baa1o foundation . Unlike laet :rear, it 1a&7 be accompanied b:r 

r1eing commodit:r pr1oee, eince world demand is apparentl:r in­

oreaeing, and etooke ot varioue basic commoditiee have been 

aateriall:r reduoed. 

(2) Further indication• ot an improVing bueine .. trend 

inolude; (a) a riee ot 1 . 6 pointe in the »ew York Tiaee 

adJus ted index; (b) a boom in cotton textile bu;ring eomewhat 

tillilar to that wh1oh initiated the 193~ riee in textile 

actiV1t:r; (o) a wbetantial inoreue in ~eoitioatione on 

recent eteel ordere, wh1oh proll1eee to extend the recent un­

eeaeonal rite in eteel aotiV1ty; (d) a marked upturn in electric. 

power production; (e) continued 1aproveaent i .n eecurit:r price• 

here and abroad; ( t ) an upturn in Canadian bueinue activit,. 

attar tour monthe' decline. 

(3) A well-eueta1ned level ot retail bu;ring, •• ehoW'II 

b;r departaent etore ealea and rural retail eal .. , proVide 1 

one eVidence ot the eound foundation on which a rie1ng buei­

neee trend 11 being buU t . 

Th! pr eetnt eituation 

There .. e111 praotioall:r no doubt that a wbetantial rhe 

in buainen activit:r it getting under wa:r, barring adveree 

developaente abroad. Baeic oondi tione had alread:r become 

' 
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tavorable tor euoh a ri11. The etrong reoover,r move .. nt 
whioh began in the au.mer ot 1938 wae not permitted to get 
out ot bend, owing to ooneervative inventor,r policiee tel­
lowed by bueineeemen beoauee ot uncertainty over prioe trende, 
hence no lllaladJuetMnte developed that IDight have brought on 
an extended reoeeeion. Since goode have continued to move 
rapidly into coneUJIJ)tion, the moderate eetback in 1nduetr1al 
production early in 1939 hae eerved to etrengthen the buei­
neee toundation and prepare the ground tor a renewal ot the 
recoverr movement begun laet year. 

The strong toundation underlying the present buaineea 
upturn 1a shown graphically in our uaual monthly chart ot 

• bal1o bu&ineee indicee. (See Chart l , ) The 1 baeio demand• 
index, which eervee to indicate mala!Juetmente between pro­
duction and demand, ehowe that production dipped too low 
during the early part ot t hie year. Since there ie now no 
problem ot liquidating inventoriee bull t up through previou• 
over-production, ae wae the case in 1938, a riee i .n produc­
tion aay be expected quickly. Ae 1e ueual during an upturn 
in bueineaa actiVity, the 1 baeic demand• index ehould aleo 
ehow 110re or leee improvement, in line with the improved 
demand tor induetrial products. 

The excessive dip in production thie year, as compared 
with the actual 1otttall:e1 ot manutactured goods, is reflected 
in our combined a alii index (in phyeical volume), shown in 
the center section ot the chart. ~e •alee turned down in 
AprU, owing to a combination of war acaree, bad weather, and 
the coal atrill:e, the decline i .n product i on wae even greater. 

24 

.. 

New induetrial order• (ehown in the lower eection ot the 
chart) turned down in Aprll from the eame caueee, but the 
index of new ordere remained eomewhat above ita usual relation­
ehip to the production index, suggeeting a bullish eituation 
eomewhat analogoue to that in early 1935 or early 1936. 

Furthermore, recent data show an improvement in new order• 
during May, whlle the production index hae remained at a~proxi­
mately ita low April level. Our weekly index of orders (See 
Chart 2) has risen to around the year's high level. Increasing 
apecltlcations on recent eteel ordlre, together with laet week'• 
boom 1n tertlle orders , will doubtleee bring a marked fu.rther 
gain 1n the new order• index in aucceeding weeke. Reported 
figuree wh1oh aall:e up the index lag eomewhat behind the datil 
of actual ordering. 

.. 
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Prioe ri .. .,I aoOO!!pfJil budpue uptum 

Ulllike the 11tuat1on 1aet 71!1', when a weaken1Dg toreip 
ei tuat1on and heaYJ etooke of •uioue oo..,d1tiee prennted 
the ueu!l rill in prioee that aooolq)!ni!l inoreaeed bueinue 
aotirtt7, OOIIIDOdit7 priOII th11 71!1' .. ea in a fa~r!b11 pol1-
tion to iapro•e ae bue1neee improne. !hie would !dd a 
etrenathlning taotor to bueineu oontidenoe that wu lacking 
lut fall, when the tallure ot prioee to 1apro•• led bulineu­
••n to keep their inventoriee triased and bu7 on a bend-to­
mouth buie. 

The independent etrength abown b7 ooaaod1t7 prioee 
reoent17, before bulineu ehowed rteib1e ligna of a turn, ie 
one in41oation of a oh!nge in the underl7ing pr1oe e1tuation. 
A441 t1on!l ertdenoe ie pronded b7 reduot1one in etooke of 
balio in4uetri!l aater1!le, ae ooapared with thoee at the end 
ot 11&7 laet 71!1', when the 1938 bueine .. reoonr,. began. !'be 
following table abowe a ooapar1eon of doMet1o etooke of lead­
ing indue trial aaterlale tor wh1oh tiguru are a•ailable: 

11&1 31. Koet Unit, and 1101t 
12JS reoent reoent ~te 

Copper 369,809 332.51.3 Short tone, reti.ned, 

164,636 123.394 
Aprll 30, 1939 

Lead Short tone, reti.ned, 
Aprll 30, 1939 

Z1no 1~.120 130,380 Short tone, elab, 

3.679 
Aprll 30, 1939 

'fin 3,387 Long tone, 11&1 30, 

ll,611o 14,261 
1939 

Cotton 1,000 b&lee, in aille 
and wueboueee, 
April 30, 1939 

Rubber 309.812 205,214 Long tone, II!J'oh 31, 
1939 

Bidu 1},874 12,911 1,000 &kine, 
ll!l'Oh 31, 1939 

Wool 1Q9,i;.87• 94. 309 1,000 pounde, 
Karoh 31, 1939 

• ll!l'oh 31, 1938. 
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During the put week , baaic cctaOdi ty pric .. ban sagged 
elightly f ollowing their preYicua rhe. stock prices in 
London, Paris, and New Yorlt, in tbl meantime, h&Ye continued 
upward. 

Textile •tl. .. imprqYe 

Announcement that the lfPA would purchase more than 
41 ,000,000 yards ot cotton goode on June 13 CBJIIe ae a further 
stimulant laet week to a strongly act1Ye textile market. Pol­
lowing eeYeral daye ot heayY buying ot cotton goode, the 
announcement brought a large Yoluae ot gray goode buying from 
conYerter a, who usually are active parti cipants in bidding on 
GoYernaent contracts. Sales ot pr int clothe mounted in tour 
days to 65, 000, 000 yards or oYer, according to trade reports , 
equal to about one-third of the estimated etooke ot these 
goode in mille at the end ot the pre\'loua week. The heayY 
demand brought general price adYancea on print clothe, aheet­
inge, and other claeeiticationa ot cotton goode. 

Both buyers and sellers , according to reports from the 
trade, are inclined to the belief that the ootton goode 
markets haYe turned, and that ~ontinued price improvement can 
be expected from now on.• The situation ia likened to that ot 
last June, when a heavy demand tor cotton textiles signalled 
t he end ot the 1937-Jg bua1neae recession. The lfPA purchases 
wi ll apparently olean up the available etocka in many sections 
ot the pria~ary goode markets, and pave the way tor i ncreased 
textile acti\'lty. Meanwhile, r ising cotton prioee have made 
some volume ot loan cotton aYailable tor mill consumption, 
certain estimates i ndicating that 100,000 to 150,000 bale s 
were released during Kay. 

Steel rate i ncreasing 

The unaaaaonal upturn in steel acti\'lty over the past 
two weeke (See Chart 3) may be followed by a further increase 
during the current week, since operation• in the Youngst own 
district are scheduled t or an additional adYance ot one t o 
two pointe. New orders reported by t he u. s. Steel Corpora­
tion tor the week ending May 25 increased to 53 per cent ot 
capacity, Yeraua 43 per cent the preYioua week. This ie the 
f i r st upturn since the recent pr ice concessione, and apparently 
retlecta the beginning ot actual specifications against order• 
provisionally booked at that time . 

• .. 

Regraded Unclassified



27 
Seoretal'1 llorgenthau - 5 

Tile expaneion in eteel aoti rt t:y 1e due, i n an i JDDOrtant 
degree, to the production or automobile eteel on recent ord,re, 
on which the eteel companie s are pre eeing tor earl:y epeoitioa­
tione and shipment. A eubstantial lnoreaee l n speoitioatione 
is reported in the current ieeue or the Iron Age. I n eoae 
dietriote, on the other hand, the upturn ie a ttributed to a 
general rise ln demand. Binoe ehipaente or automobile eteel 
will undoubtedl:y extend into the third quarter, eteel pro­
duction will be supported b:y the recent ordere tor a oonaider­
able period. 

The current strike at the Briggs plants, which hae 
resul ted in a severe curtai lment or automobile production at 
the Chrysler and Ford Company taotoriee, may post pone com­
pletion ot the 1939 model season and delay production or 1940 
modele. According to the Iron Age, this may result in a bulge 
i n eteel production in Jul:y and Auguet , when it ls ueuall:y 
lagging. As a reeul t ot the etrllte and the Memorial Da:y 
holi~. automobile production was reduced laet week to )2 ,445 
unite, which comparee with a figure ot 80,145 two weeks ago 
(betore the strike). 

Retail •a1es well maintained 

Despite the ooal etrike and war eoaree, department etore 
aalee were well maintained through April, according to the 
Federal Reserve Board's eeaeonall:y adJueted index. (Bee 
Chart 4, upper line. ) Bales during lla:y, howeYer, retleot the 
influence or the coal etr1lte, the aettlement ot which wae not 
retleoted 1n pa:yrolle until the week ending lla:y 20. Weekl:y 
tiguree on depart•ent etore sales during Ma:y appear t o indicate 
a decline ot about 4 poi.nte 1n the adJusted index tor that 
month (indicated b:y dotted l ine ), though thie eetlmate 1e 
tentatiYe. 

Aa a potential busineee taotor, the Yolume ot retail 
sales 1a partioularl:y tign.1t1cant 1n oompar1eon with the 
level ot retail etore inventories . In the center section ot 
the ohart, we ban expreeeed the FRB department store tale• 
index ae a ratio to the corresponding index ot department 
ttore etookt, both eeaeonall:y adJusted. Tille indicate• that 
department etoree, ae potential bu:yere ot t in1ebed goode , are 
now in approx1•atel:y a• etrong a position ae at the end ot 
19)6. 

The well-maintained leYel ot retail bu:yi.ng is eepeoiall:y 
a,ppartnt in rural dietriota, according to Department or Com­
merce data on rural ealee. (Bee Chart 5. ) While tarm income, 
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inolud1Dg OonrnMnt pa7aent., baa oloeel:r ~pron-ted that 
of 1938, rural ealee th1e :rear have ri .. n abon the higher 
figure a of 1937. Sales b;r J.ooal •robant., howenr, are not 
inoluded in th1e index, and 1t h poe81ble that tbe i ncrease 
reflect. eo11e d1nre1on of rural bu;ring to chain etorea and 
mail order houeee. 

Business aotivitl higher 

The New York T~e business index for the week ending 
Uay 27 rose 1.6 pointe to 87.6. Bubetantial inoreasee in 
steel production, eleotrio power production, and l1.111ber pro­
duction, and an increase 1n the eeaeonall:r-&dJueted index of 
cotton mill aotiTit;r, were partl:r offeet b:r a drop 1n auto­
mobile production. The upturn doee not represent a further 
reoover:r due to eettle11ent of the ooal etrike, einoe oar­
loading• were praoticall:r unchanged, but largel:r reflects 
other iiiJ)roTiDg bueineee factore. 

A riee in Canadian business aotivit:r during April, after 
f our months of decline, with aoti T1 t:r in X..,. apparently eome­
what better, appears eign1tioant as a further indication of 
improTing world business. Tbe Annalist's index of Canadian 
business activity rose to 7~·5 {preliminary) for April, 
versus 72.~ in March. There are some reaeone, according to 
the Annaliet, why the April improvement in Canada may be the 
forerunner of further substantial gaina. 

28 
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Present : Mr. Milo Perkins 
Dr. Viner 
l!r. Gaston 
Dr. \ihi te 

June 5, 1939 
11:00 a.m. 

H.LJr: I don't ltnow how much Harry has told you. What 
I am trying to do is ge t up a program , in conf i dence , t or t he 
Pr esi dent . \le have until 12: 30 tomorr ow. This is the so­
called Fi scal and llonetary Advisory Com 1ttec >~h1ch is known 
tn t his oftioe as uphill and downhill committee . 

I want to knot~ -- I would l i ke to reconuaend to the President 
t ha t within three month s the whole United States be covered with 
t hi s or ange and blue tioket plan -- that by the first ot October 
t !:e w .. ole Uni ted States be covered. What would it mean? What 
~ould it cost? ~nt would you do? What would be the result s? 
\.'hat would you ge t tor your money? I want t he whole country 
covered by the first ot October. I say, "I' -- you under stand 
whet I Mean . I want to recommend tt . I want to know where you 
f ellows are stalling . , 

Perkins : ~le are not stalling. 

H. J.t .Jr: Oh boy, oh boy, one city a month . 

? erk1ns: Well, t here are l o t s ot reasons for tbf' t . 

': . 1-!.J r: 11ell look. To save your time and cine, how much 
would it cost to put this system in so t hat by the first ot 
October the whole United States would be covered? 

Perkins: ~fell , in the first ,laoe I think it would be 1m­
possible t o do a decent job by October lot. I think t ha t ' s 
-oing f1l8t er t han uould be physically possi ble to go . You could do 
i t perhaps , i f you got all your key people concentrated on it 
entirely. You might ge t 75% or go% by J anuary lst and then it 
would be one terribl e job administratively. 

!low, as t o oor.t t here are 22 million people in t he country 
who are eligi ble t or it and I would t hink t ha t bearing in cind 
you oan•t get going complet ely tor the wholo year t he t poaaibly 
from $250, 000, 000 to $300,000, 000 would be ade~uate . 

H. 11. J r: For t he t1soal year? 
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Perkins: For the fiecal year that ' s coming, yeo , air. 
And I don't think you could ge t it going any taster t han t ha t . 

H.H. Jr: $250,000, 000? 

Viner: About $4o. t o Sso. a tam1ly. R1cht? 

Perltlns: llo, it would run -- f amilies getting public aa81a­
tance -- we f igure a family of four would get $2. 00 a week . 
Theoretically you see you get a figure of about $500, 000, 000, 
~ut actually 25 percent of the people get ting public assi stance 
are single people t hrough whom t he t hing 11ould not ~rork . I t h1nlt 
$250, 000,000 is all you oould spend 1n a fiscal year. Under this 
plan each family now getting an a verage of $1. 00 a week gets $1. 50 
and t he Govorncent pute up the extra fifty cents. I don 't know how 
ouch you have kept up, Mr. Secretary, with the reaction of people to 
this t hing . 

H. M.Jr : lie had lUes Lonigan up in Rochester. 

Perk1no: But I was t hi nking more of the reactions of people 
in other groups. I have never seen euch united support of ae 
many diverse people in all my l i te. I was over a t t he Business 
Advisor y Council t he other day and th ey swallowed i t hook, line 
and sinker. Rex Tugwell , Who is certainly in a different category, , 
thinks 1t is an excellent idea. St uart Chase has a very good 
article in Cosmopolitan magazine; Life has good pictures, so from 
t he standpoint of t he Administration and from the standpoint of 
what the American people want, it is apparent t he majority of our 
citizens , irrespective of party poli t ics, t hink it's a heck ot a 
note that you have 990ple living on a nickel diet when you have 
surplus products. 

H . ~! .Jr: You don't have to sell mo on it. Do you know when 
I started. 

Perkins: ~ ... o or Three years ago . 

H. H. Jr: You don't have to sell t his to me. I mean, I am one 
hundred percent for it. I ltant to include it in this progrwn . Now, 
Harry is a mathematician and i t we did t hi s $250,000, 000, how would 
you f i gur e in t erms of what it would do to t he national income? 
Have you f1gut•ed it that way? 

White : Before you answer t hat could you give 
which that would reach? You eay you have to begi n 
is tor t he fiscal year, Le t ' s t ake January, 1940. 
rate would you be hitting? 

us the rate a t 
slo'l!ly and t his 
At what monthly 
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Perkins: Out or 22 m1ll1on people I t hink, bearing in mind 
a1nglo people Who trould not participate, I think 15 oillion would 
be a pretty adequate oove~age. 

Viner: 15 million all the time. 

\.~te: That would be $1~0 ,000 , 000 tor the last half ot t his 
tiecai year. Is it expedient, could it be extended to certain 
textiles, whether the t would increase ••••.• 

Perkins : On textiles I em very interested in the economics 
ot that thing. I have Just finished a study or the consumption 
ot cotton. It you br ought everybody up in the country to a 
$22. 00 income in t erms or cotton consumption, you would consume 
an extra 2 million bales or cotton and would add income ot 
$loo,ooo,ooo to the South . You are not goin~ that tar but ae 
ouch as you can hope tor. 

But what you have t here is a substitute tor \I .P.A. and t hat's 
n policy question. I don't know whether you want to raise it or 
not but to the extent you pri nt these staaps good tor certain 
ki nde of cotton goode and give thee too little income, people 
who make it possible tor cotton mills t o employ peopl e in the 
mills they could not otherwise do . I think it's the kind of 
~rorks program t he country would support . It means a greater "' 
textile market and again, thinking in terms, in political terms , 
it moans eighty percent or the advertisers or the country, 
grocers, and dry goode people , liOuld be solidly tor 1t. The 
press would be n1nety- t1ve percent favorable. 

H. H.Jr: Bow much do you need tor cotton textiles? Does 
your $2$0,000,000 include that? 

Perkins: No. I want to talk to you about the difficulties 
ot the administrat ion. 

H. l!.Jr: Now listen, young fellow , I don't know what ' s going 
to happen. I hel ped you on this business to get the admin1stra-
ti vc setup. I·!Y God, llhen I was in Farm Cred1 t we set up ten 
thousand or t hese committees -- what do you call them? 

Gaston: Debt conciliation committees. 

H. H. Jr: And t he things we did in t hose days I bny you're 
talking now about the first ot January. If we were back in 1933 
I don 't care bow bi g it is , we would set it up in three conths . 
It ' a jus t a question ot doing things the way we used to do in 
1933 when we bad people with shotguns on court house steps say-
ing they wouldn ' t let them sell thei r farms . I don't know-- I 
don 't want to get into too much detail today because t his is a 
shotgun a~fair -- I want to ge t something to the President by 
12:30 tomorrow. 

Regraded Unclassified



37 
- 4 -

Viner: Have you had enougb experience at Rochester to f eel 
sure you know what the bugs are on t he administrative side, what 
the bottle necks will bet 

Pork1no: Yes, we were astounded t~at there were no hitches 
in the administration. 

Vi ner : Do you need a bi g man at eaoh point? Is it a ques­
tion of peroonnel? 

Perkins: Yes, and comnlica tions or looal relief setups . We 
hear talk that nobody is on' the dole. As a matter or fact , t here 
are more on t he dole than on relief. For instance , in Rochester 
there are j4,ooo on W. P.A., 7 , 000 on city dole, and 2,600 on 
veterans' and social security, Every town has a different way 
or administering relief, and the way we are operat ing now is the 
only way, in my Judgment. Of course I em eold on i t and I am ae 
much in favor or sledge ba=er, quick acti on as anybody I know, 
but if we are going to proceed on the basis we are , on stamps, 
and combine it, then you run into administrative competition be­
cause every city has a different setup . 

Gaston: ~lhy don't we demand or the oities that they have 
their board set up a coordinating organi:r.ation whose >~Ord we will 
talte . 

Perki ns: Oh, t hat's what we are doing. ~le can't hope to 
satisfy the publ ic . 

~ita: Well, Milo, i~ does seem that nlne months for as good 
a t hing ao t hat is a l ot of t ime. 

Perkins : I will tell you where you could get it goi ng, with 
a bank, but I have sort of got my fingero orosoed. It you ~ive 
Si!!l?lY t he blue stamps for surplus food and ignore your orange 
stn=ps you can go in a hurry, but we need the orange stB!!IPe to be 
sure that people wlll spend as much tor rood as they have been 
spending before . 

H. H.Jr: That's too important . 

Perkins: l~e oan•t abandon t hat. 

H. lLJr: No, Let me have the fi gures again for Rochester . 

Perki no: Rochester? ;4, 000 people on lt.P . A., 7,000 to 7,100 
on city and state relief -- by the way, the city and state are 
combined and t he combination ie d1fteront and you have to eee both 
the oity and state people before you oan get any work done. 
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H. H. Jr: 7, 100, t hat'• dole? 

Perkins: Direct dole. 500 ·on veteranl 1 r elief, l , 4so people 
getting old age assistance, and 600 people getting county relief 
in the oity or Rochester. That will give you an idea of t he 
appl1oa t1ons. 

H.'!.Jr: If you worked out a foraula in Rochester, onoe you 
did it in Rochester you can do it for your other cities. 

Perkins: No, Hr . Secretary, evorr oitr is differ ent . lfe 
are finding out more about relief setups than anrbodr ever knew 
before. 

H .~ . Jr : I still ear if t he President wanted it and he told 
t he relief people and Lattimer's people and "Everybodr ge t to­
gether•, we •~11 make this thing go and we will give every 
administrative help we can, you can . 

Gaston: Wouldn't it be bett er to leave &oQe or t he abuses 
to be left until later in view or the necessity tor speed? 

• 
Perkins: You have got possibilit~es . One or the great dangers 

-- to give rou an i deo. or what 1·1e ran into, the dairr people got 
to the relief people in Rochester and although t her have all or 
theee people on dole, everr ram1lr gets milk on a fixed basis 
delivered to them and t he amount or the bill is deducted rrom 
the relief check, so you then run into a situation where people 
were unable to buy a dollar ' e worth or orange stamps because t hey 
heCI young children and were getting so muoh deducted from their 
check that there wasn't enough left to buy stamps. So we tried to 
get a formula together Vhich we called "Xilling the Children• . 
You go into Dayton , you have a cowpletelr different setup. 

White: In a communitr t hat baa these requlreoente we will 
consider t he people on the lis): and •• • • •• 

H. !LJr: Harry, we are getting into t oo much detail. All I 
want is the overhead figures . 

Perki ns: Given the money, by J anuary let I would say ve 
could get plenty or help on personnel -- I would say ln six mont hs 
you would have i t goi ng in seventy- five or eighty percent of t he 
cities or over 25,000. 

H. M.Jr: Let ms ask you t hi s . If you wanted to do cotton 
textiles how much money could you use? 

Perkins : The maximum on ootton textiles, baoed on figures 
I have Just given you, ie one-half billion dollars . If you brought 
every family in the Uni ted States on cotton goode under t he 23. 00 
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level 1t would take one-halt b1l~ion dollars. That ' s out of the 
question. l!y guess 18 ve ought not go bc;rond a top of one hundred 
m1111on dollar& on that , but you could very easily. 

H . ~I .Jr: tlell, one hundred million dollars would use how 
aany bales or cotton? 

Perkins: 1•/ould use 
hund.r ed m1111on bales -­
That ' s a works progr am . 

twenty-five thousand woul d usc two 
it l·rould be tour hundred thousand bales, 

H. I! .Jr: That would come out of \f.P.A.? 

Gnston: It would make work. 

Perkins: Tha t's right. Twenty cents out of the dollar will 
go to the cotton farmer . Fifty cents t o employ labor ln the cotton 
aills, and t he other t hirty cents is for transportation, retail 
cost, etc . 

'i . !! . Jr : So much the better. 

Perkins: And there's a works progr&e t hat the country would 
sup,ort. 

H. H.Jr: But you could use one hundred million dollars thero? 

\'/h1te: Hotr about liquid milk? 

Perkins: We could put liquid milk on our stamps right now. 
\/e did in Rochester because t hey were already getting milk. There 
is obJection to putting fluid milk on blue stamps because you have 
a milk monopol:r in ever:r oity. Given time we oould use the blue 
steps to get fluid milk . in every grooery store at two cents 
cheaper than a t t he bouse delivered, but on the new basis you are 
hurting tho monopol:y. 

H. l·! .Jr: That ' 6 a etory in itself. 

Perkins: You can handle cheese better. 

H. H.Jr: \'/hat I am trying to get is an overall picture and 
for the DIOrnent I am te.l.klng around fifty to one hundred million 
dollars. 

1/hlte : It already can be between three hundred and four 
hundred m1ll1on, whichever way. 

H. H.Jr: How much ie, at present , the agriculture bill for 
this purpooet 
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Perkins: The only money available cooee from section 32. 
Ninety mliiion dollars is our thirt y per cent of customs receipts 
th1e year and there i e this appropriation pending for one hundred 
t hirteen milli on-- in the conference committee. If >~e got that 
hd will not hnvo over • .• . ... 

H. H. Jr: Two hundred million? 

Perkin&: Theoretically we could uae it , but the President is 
out on a limb for the cotton subsidy program fifty million dollars; 
wheat export twenty-five million dollars; some agricultural con­
version euoh as peanuts to oil whi ch will take at least one hundred 
million dollars. 

H . ~· .Jr: Out of the ninety million dollar at 

Perkine: Out of the two hundred mill ion dollare, you hnve a 
twenty-fiVe percent Uo1tnt1on on collllllodities. 

H. M.Jr: So out of the two hundred million dollars t here is 
free? I 

Perkina : One hundred mill ion dollars would be free for stamps 
or Whatever purpose you wanted. 

Gas ton: You need two hundred millicn more for cotton and you 
would take oare of the country on t his? 

~bite : Hides are very low. AnY reason wby you can't include 
shoes? You cen uee as much money as you can get allocated. The 
limiting factor, the allocation ot t he money and not what they can 
oake uee of. 

Perkins: If you rue~ the t hing on the basi& of etra1gbt blue 
etenpe you could be going in three months. 

H." . J r: No, I think that'a the beauty of this. You have acme­
thin& wonderful. I wouldn't change it. 

Perki ns: Your help-- I don't need to tell you how much we 
apprecia te it but the mechanics ot writing regulat ions - - maybe 
becauPe I have a aalee background all ~y lite -- one of the reaaons 
we have go t so much support i s because we acted with restraint. 
The tact that we waited because we wanted to find out how it works , 
all that wae very good ·public rela tione strat egy 1n my opinion. 

Viner: Also good public administration. 
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Perkinn: As a matter or fact, we could not have gone much 
farther but we don• t knot/ we are going to get this one hundred 
t hirteen '111llion dollars. lie have to bear that in mind. We have 
a lot or agriculture commitments and I take full responsibility 
tor 'o;lus. I d1dll 1 t v&nt to ge t other to~rne started UJ1t11 I Mw 
W'hat happened in Rochester. tle discovered that :rou can shop 
'dt h etaapa, and smoothly, and redeem tbeo rapidly. 'l'he Treasury 
1s gett1ns checks out ev~ry forty-eight hours. Fleming said he 
would write every bank. Clay I:Hliaae said he would take time 
to put r/inston-Salem over. One man said, •I think it's a national 
disgrace that children are living on a five cent meal in this 
country.• 

H. J.! .Jr: I bave what I want. Harry, tor t his pUI'"Oose do >1e 
~sed a me~orandum? 

l'lhi te : Yes, we have enough. 

Perkins: Of course, I had no information what this meeting 
was goi ng to be. 

llhi te: We vi1l have something prepared and will have ecce­
thing tor you tonight. 

H,H.Jr: Because I have t his message, that the President will 
see us tomorrow a t 12:)0. 

\,bite: I aa sure he can give you tbe memoranduc we need for 
our purpose by tonight . 

F! . r~ .Jr: Do you want to ask any questions? 

Viner: It sounds all right to me. One or the t hings I am 
interested in is how they would handle per oonnel; how much respon­
si bi l ity is on the local. man, because aa I see it you won't be able 
to do very much etandardi~tion because there is not time to change 
local. relief setups. 

Perkins: We are utilizing the local people tor certificat ion 
and in every city other than Rochester we arc using them tor the 
actunl selling or the stamps. Rochester 1s t he only place where 
we unde1•tock the administration oost. or the selling of t he stamps. 

\lhi te: I think as you progren you will aee similarity ap­
nears . What may seem like a different situation in each 1ooalit1 
wlll soon form a group where you will find the same thing. One 
of your t asks will be to find out what setups are not the same . 
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Perkins: We are starting Dayton today; t hey are snowed under. 
We sold more in Dayton today than in the last two veeka, and that 
1n the race or pretty atitr social welfare operation. What teat 
proves is hunger or the people is stronger t han sabotage or the 
professional welfare worker who told t hem they will be stigmati~ed 
as paupers. In Dayton the city has taken over the whole thing. 

Thera is so much local responsibility. It ~eans going to the town 
ottioials. It c eans a survey or t he relief setup , talks vitb 
bankers, grocers, chamber or ooomerce, t he press, mayors. lie have 
onl y t~o men whom we oould trust to go out and get this start ed, 
They have to 1-.now something spout agriculture, oal esmanship, and 
have to have horse sense , know hov to handle the pr ess , smooth out 

differences. 

\~ite: But as t hings gat her momentum it makes your problem 
easier as you go on. It isn't as important that we go more rapidly 
than we are goi ng, but it you are taking on !roc 15 to 20 o1ties 
a month and people have got hope t hat it is coming and there is 
something t o look forward to, I would like to say t hat' s much more 
important than complete coverage in 90 days. 

!!. :: .Jr: You 're right; you ' re right . 

Perkins : FUrthe~ore, again f or political reasons, t he time 
tor thi s t h1ng to hit ite peak is toward t he spring or next fear 
and t hat 's when ve can do i t more easily, but it you start t aking 
15 t o 20 cities a month and everybody knows about it, I t hink you 
are doing a creditable Adninistration Job. 

H. H.Jr: I t hi nk you are right . 

Perkins: Hope is an awful lot. 

Viner : I wonder why when you get it started it doesn't re 
with t he. local people r a t her t han vi th you. 

Perkins: The administrative Job does rest with the looal 
people a.fter you ge t s tarted and we don ' t need to man the town two 
nontbs after it is started. Your difficulties are in inaugurating 
the thing. 

Viner: It seeme to me that once you start it in three or t our 
towns the vay to spread it is for t heir relief people t o get organ­
ized before t hey have t~e plan and send sooebody to study the stamp 
so your partioipat1on oan be quits minor. 

Per kins: That's What ve did in Dayton. The Dayt on city mana­
gel1 and the head or public relief s:>ent tour days in Rochester. 
\.'e are finding out a lot, One t hing, we to'.Uid out !rom the publ ic 

welf are angle , ue s aid, "Poai t1 vely, ve ere throu .. h going into a 

town until tho grocers put enough prespure on public welfare to 
make t hem come t o ua. • 
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Wh1 t e: Couldn't JOU get 1:ba 7~~bl1o pre .. ure working 1n )'Our 
r~vor by :erel; 1n~cat1~ the 118 ot c\t\ee you want to co~r' 

Per k1na: But 1t takee ti .. . 

H. !·!.Jr: Haven't you plent)' ot o1t1ea that want 1t' You haft 
a wa1 ting list? 

Perk1ne: Yes. As a matter ot taot, we have had to een4 t he 
grocers a letter to tell them to quit hollering . All I was doing 
was aee1ng delegations asking that t heir home town be g1ven t1cketa, 

H.H.Jr: I w111 a3lprec1ate 1t 1! you ¥111 g1Te me a memorand\111, 
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secretary o! the Treasury llorgenthau announced today the otter~, 

through the Federal Rea.rn banks, ot 5 year 3/4 percent 'J'I'easur:y llotea 

ot Series A-1944, in exchange tor :L-3/8 percent Treasury Notes ot Series 

I>-1939, uturing Septecber 15, 1939. Exchan&ea will be made par tor par, 

am accrued interest on the notes exchanged will be paid to June 1S, 1939, 

The otterirlg ot the new notes will be 1imi ted to the amount ot maturing 

notes tendered and accepted in exchange therefor, cash subscriptions will 

not bo received, 

The Treasury Notes ot Series A-1944, now offered o~ in axcbange 

far Treuur:y notes maturing september 15, 1939, will bo dated June 1S, 

1939, and will boar into rest from that date at tba rato of 3/4 percent 

per annua payable semiannual]¥. They will uture June 15, 1944, and will 

not be subject to call for redemption before that date . Tba notea will 

be ioeued o~ in bearer form with coupons attached, in tba dellCII!IiNtiona 

of $100, $500, tl,ooo, $5,000, $1.0,000 and $100, 000. 

The Treasury notee will be accorded tho arum exOIIIJ)tiona tree taxation 

as aro accorded other iasuea of TreUWT notes now outatand~. 'l'heae pro­

vision. are specifically set forth in the official circular issued today • 

Subscriptions will bo received at the Federal Reaon-e banks and 

branches, and at the Treuur:y Department, Washington, and ahould bo acco.­

paniod by a like fnco llliiOUJlt of 1-3/8 percent Treasury lfotce ot Series D-1939, 
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maturlnl: SoJlt.ombor 15, 1939, with tinal COIIJ)On due ~bcr 15 attached. 

Tho notes will be aceoptod at par, and accrued interest on such notes b-<11 

l!arch 15 to J~mo 15, 1939, ($3. 4375 por Gl, OOO facG amount) will be pcid 

following their accoptanco. 

45 

The right is reserved to close tho books as to 8Jl)' or all subscrip­

tions at !ley tilno without notice, and, aubjoct to tho reservations set forth 

in tho official circ:ul.ar, all subscriptions will be allotted 1n .full. 

Treasury !lotos of Sori<l.s ~1939, mturin& September 15, 1939, aro 

,_ outsta..-.:11rc in tho l1lllliD'It of $426,554, 600. Tho pros<mt otferin& will 

be tho onl:y opportunity afforded tho holdors or thoao maturin& notes to 

oxcbango them for other interost-bcnr~ obligations of the United States. 

m1 maturin& notes not so oxchangod at this timo will be paid in cash when 

they znnturo . 

Tho text of tho official circular followe: 
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Ulii'l'ED STA~ OF Al!EIUCA 

J/4 PBRCENT TREASURY NOTES OF SERIES A-1944 

Dated and bearing interest from June 15, 1939, Due June 15, 1944. 

Interest payable June 15 and December 15 

1939 
Departlront Circular No. 6ll 

Public Debt Service 

I . OF'FERINO OF NOTES 

TREASURY DEPARTI.!ENT, 
Office of the Secretary, 
Washington, June 5, 1939. 

1 . The Secretary of the Treas\ll'Y, puraunnt to tho authority of the Second 

Liberty Bond Act, approved Septecber 24, 191?, as amended, invites subscriptions , 

at par, frOCI the people of the United states for J/4 percent notes of the United 

States , designated Treasury Notos of Sories A-1944, in payment of which onl¥ 

Treasury Notes of Series D-1939, maturing September 15, 1939, may be tendered . 

Tho amount of tho offering under this circular will be l imited to t he amount of 

Troasui'y llotca of Series D-1939 tendered and accepted, 

n . DESCRIP!'IOII OF !IOTES 

1, Tho notes will be dated June 15, 1939, and will boar interest from that 

date at the rat() of J/4 percent per ann~~~:~, payable somiaJmually on Dcce.cbor 15, 

1939, and thernttor on June 15 and lllcom'bor 15 in each year untU tho principal 

amount becomes payahle , They will mature June 15, 1944, and will net be subject 

to call for rodomption prior to maturity. 

2 • Tho notes shall be exempt, both as to principal ond interest, from all 

t&Xlltion (oxcopt estate or inharitanco tllXes , or gift tllXcs) 1\0'11' or hcroattor 

il=posod by tho United States, any State, or a.ny of tho possessions of tho United 

States, or by a.ny local taxing authority, 

J , Tho notes will be accepted at par during such tilllo and under 811Ch rules 
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ard regulations aa aball oo proscribed or a~ b,r the Socu~t.My of tho 

TrOasur.r in ~t of incoiD and profits taxoe pqable at tho maturit,y of tho 

4, Tbo notes will be accoptablo to aocuro clopoaita of public J10n0711, but 

will not bear tho ciroulation priTil.oge, 

5, Bearer notes rlth interest coupons attncbod will bo iesucd in ·denomi­

nations ot $100, tsoo, $1,000, $51 000, tlO, ooo end $100,000, Tbo notes will not 

be i asuod in rogiatorod form. 

6. TOO notes will be aubjoct to the general regulations of the Troa8UJT 

Dopnrtmont, now or horoaftor proscribed, governing Unitod States notes , 

m, SUDSCRIPTION AIID ALLOTIIFJiT 

1 . SUbscriptions will bo roceivod e.t tho Fodoral Reaono be.nlcs end brancboa 

and at the Troaaury Dope.rtmont, Washington, 1lanldng institutions general],y mq 

sublait subscriptions for accOWlt of customers, but on],y tho Fodoral RosonG banks 

ancl tbo 'l'reaa11r7 llopartllcnt aro authorized to act as official agencies, The 

Secretary of ths Treaaury rosonoa the right to olose tho books as to ~ or all 

subsoriptions or claases of subscriptions nt ~ t ime without notice , 

2, The Socrot.&r7 or tho Treasury resenos tho right to reject 81'\Y aubecrip­

ticn, in whole or in part, to allot less than tho amount of notes appliod for, 

to make allot.menta in full. upon applications for smaller 81110unta and to make ro­

ducod allotments upon, or to rejoot, applications for largor amounts , or to adopt 

~ or all of so.id methoda or auoh other methocla of allo"-'t and cl.uaificaticn 

ot allotments aa shall be dei!IIIOd ey h1a to be in the public interest; cncl IWI 

action in 81'\Y or all of those rospocta shall be tinal. Subject to t hese resor­

'r&tions 1 all subecriptiona will be allotted. in full. . lllo~ notices will be 

asnt out prc.pt],y upon allotaont . 

• 
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IV. PAlll!lfl' 

1, Ps;vment at par for notes allotted hereunder II!Wit be made or completed 

on or be!'ore June 15, 19)9, or on later allotment, and may be made only in 

Treasury Notos of Series D-19)9, maturing September 15, 19)9, 'IIIlich will be 

accepted a t par, and sbo\lld accOIIlplliV the subscription. Coupons dated September 

15, 19.39, mu4t be attached to tile notos when surrendered, and accrued interest 

!'rollllareh 15, 19.39, to June 15, 19)9,($).4)75 per $1, 000) will be paid follow-

1.ng acccpt.anee of t he nates, 

V, GEIIZl!AL PROVISIOIG 

1. All !iaeal agents of the United Stetos, Federal Reserve banks are 

authori1od and request ed to receive subscriptions, to mako allotments on the 

baaia and up to tho amounts indicated by the Socroto.ry oi' tho Treasury to the 

Federal Reserve bnnks of the r espective districts , tc issue allotment notices, 

to rocoivo payment for nates ollotted, to make dolivol}' of notes on full-paid 

subscriptions allotted, and they may issuo intorim rocoipts pending dolivcl}' 

of tho dc!initive notes, 

2, The Sccroto.ry of the 'D'casul}' I1JI1;'J at 4lV tillo, or from time to time, 

proscribe aupple1:10ntol or lll:ICndat.ory rulos end rcflU).ations governing t ho offer~, . 
which will bo co=nicatcd promptl,y to tho Fodoral Rcscrvo banks . 

HENRY J.:ORGOOHAU, JR. , 
Socrcto.ry of tho Treasury . 

.. 
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Gi\OtiP MEETING June 5, 1939. 
9:30 J., M. 

Present : 

H. M. Jr : 

Bell : 

H. N. J r : 

Bell: 

Mr . Hanes 
Mr. Ge.eton 
Mr. Fole;y 
Mr. McRe;ynolde 
Mr. Bell 
Mrs. Klotz 
)lr , Gi b bone 
Mr. Graves 
Mr. Haas 
Mr. White 
Mr. Viner 
Mr. Lochhead 
Mr. Duttield 

Have ;you (Bell) got that report on the T. V.A,, 

I 1ll have i t down here i n a rev minutes. I can 
tell you roughly what it i s. They gave me a letter 
in March in which they said that t he coat or the 
Commonwealth Southern properties would be about 
7g million dollars. The City or NashVille had to 
contribute a certain proportion or that coet, but 
what that proportionate share will be they don ' t 
yet know. But they esti mate that the T.V. A. ' a 
share will be somewhere between torty-tive and 
titty million dollars tor that propert;y alone, in 
Tennessee. Nov, they have other properties scattered 
around throug4 the State belongi ng to pther util i t i es, 
and some i n .i.labama and Lou1eiana that belong to 
Comoonvealth Souther n, which will probably run be­
tween titteen and t wenty million dollars. So that 
the total requirements that the;y can see nov out or 
the hundred mlll1on dollar bond issue vill be in 
the nei ghborhood or s i xty-rive to aevent;y mi llion 
dollars. That's about the pi cture , 

They don't need the othert 

\fell, t hey may need it to buy tranamieaion linea 
and ••.• They didn 't undertake to reduce it becauee 
they had put titty million dollars in each section -
there was titty million dollars in each section, 
and they just combined the two sections. But I 
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suppose the)' could get along with aeventr 
million dollars. The)' spent three, rou know. 

They could get along with seventrt 

I suppose so. 

Has anrbod)' asked themt 

No, I haven ' t. We haven 't questioned the hundred 
million dollar limitation. 

Well, I think just at this time it ther'd limit 
it to what their needs are, it w uld be veey good. 
Who do )'OU know over theret 

Well, I know lohler and I know Blandford, the 
Executive Secretar)' - t he Manager - Executive 
Manager. 

Will )'Ou call him up on the phone and sar, in 
view or the discussi on and ever)'thing, it the)' 
don ' t need more than seventy to seventr-t1ve, 
why not just ask tor thatt That the)' should get 
out a stat ement explaining it - I mean I think 
it would make a much better feeling all around. 
Hubt 

Yea, I'll do that. 

Could rou do that this morningt Could )'OU let 
111e knowt 

Supposing the)' have some other use tor it. 

Let them ear so. 

It may be a couple rears ott. Do you want them 
to go back to Congresat 

Yeo. I ' m not trying to limit them but I think 
just at this time - the Preaidsnt baa told me 
he baa no other public utilit)' expansion in mind, 
so vhr ask tor additional moner more than ther 
need? I think i t's bad publicit)' ror the Preai­
dent. 
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(KcRe,nolds coMee 1n) 

MeR: Ottly twenty Minutes att~r 9100 by three olocke 
1n my ottice. 

H. M.Jr: 

Viner: 

H. M.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

Foley: 

H. M.Jr: 

Foley: 

Oongratulatione. Will everybody 
cents to buy him an alarm clockt 
a good alarm clock tor a dollart 

Say, doctor, how's your goltt 

oontr1bute ten 
Can 't ve get 

I want you to know that the doctor doesn ' t inter­
fere with his golt anyway. 

Well, will you • ••• 

Yea eir, I will. 

•••. have a talk and tell them that there is nothing t 
in ~Y mind as to trying to place any limitation 
or anything, but I Juet th1~ it 'a a mistake trom 
the standpoint ot the Administration tor them to 
ask tor more money than what t hey really need; that' s 
tor the - well, tor t his year. Danf 

Ub-huh. I 1ll do it. 

Whatt 

I th1.nlt one come-back will be that 1 t will be 
terribly embarrassing to them to go up and ask 
tor a reduction attar Senator Norrie hae put it 
through the Senate twice - a hundred IR1111on dollars. 

Let it be done in the House. 

The House is where they had difficulty - quite a 
bit ot or1tic1em in the Kay committee. 

They'll vote that amendment either up or down 1n 
the House, Mr. Secretary. 

What •• th&tt 

They'll vote the amendment either up or down i n 
the Houee. 
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Hov do rou mean up or dowt 

(Hanes comes in) 

It will go to the Houee , I euppoae , eolelr on 
the question or agreeing on the Senate aaendment, 
and there won't be anr chance to aaend it. It 
will be either approved or d ieepproved. 

Is that the hundred million dollaret 

56 

Yea, the hundred aillion dollar• stuck on our bill. 

Mr. Doughten just called 118 a alnute ago and said 
the amendment vas aoaing oYer there, and there 
had to be a unaniaaue agreement in their Committee 
in order to agree to the Senate aaendaent, and he 
didn't eee anr hope or getting a unanlJDOus agree­
aent. He wanted to knov what the 'l'reuurr'a atti­
tude vaa about the amendment, did rou have anr 
objection to itt 

Well, I personally have no objection to it, but 
vhat I vas thinking or - rrom the standpoint or 
the President this would be a avell chance t or 
him to ear - well, Dan ha• been working an it and 
ther need about 70 million dollara, aee - and 
Biaplr ear, •.u1 that I vant 1e the 70 aillion 
dollars neoeaaary to consummate the T. V.A. deal 
with Co~m~onvealth and Southern; ve don't -it's 
Juat tor that and tor nothing alee. And I aa1d 
that ve don 1 t want anr - haYs no other axpaneion 
1n aind, and it 1 a Juat tor that. • I think it would 
be a ewell opportun1tr tor hia 1t he vante to take 
it. 

Nov, I'm aeking Dan to call up the General Manager 
ot 'l'.V.A. and aek thea it 70 million ie what ther 
need. You eee, there '• been no explanation or the 
hundred, no explanation 10ilere the 1110ne;y is going 
to go . 

Nov, I don 't- 1t ve could get that, w could get 
word to the Preeident •err quioklr and uk h1a 
llhether he didn ' t vant to uee thie a• an oppor­
tun1tr; than he could ear to Doughten, •I don't 
need a hundred but '1'. V.A. do88 need 70 or 75, 
and thie h 'tdl7 the7 need it. • 
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Then they 'd strike it ott thia bill and they ' d 
aak May to make the change in the Militar.r Attaire 
Committee, and the bill may never o~me out; you see, 
he 'a been holding it there tor monthe . 

They could reduoe it trom a hundred million to 
aeventy-tive 1n conference. 

Not May. 

They could do that in oonterenoe. 

You mean Doughton could do 1tt 

Yea. 

It it goes to conference. I didn't know it waa 
going to go to conference. I thought they were 
Just going to aubm1t 1t to the Houee without having 
a conference on it. You see, there's no change 1n 
the main bill. The main bill paaaed both Housee 
exactly the same. And on a question as important 
aa thia, where there ' s been no vote in the House 
and the thing has passed t he Senate twice, I under­
stood they were Just going to put it up to the House 
without having a conference. 

I see. Vell, I didn't know that. 

They must be thinking ot having a conference, be­
cause i t ' s come back to the Ways and Means Committee, 
which waa the originator ot the resolution, and I 
should Judge by what Dough ton said that they're going 
to go to con1'erenoe with 1t before it goes to the 
floor ot the House. 

That would be the normal thing unless the House 
conferees aak tor instruction. That would be the 
normal course. 

Ed, look, it they can get through the hundred m1111on, 
all right, then I don ' t have to say anything or do 
anything. But I 1m going on the assumption that they 
oan ' t. What do you think, Johnt 

It they can get the hundred million through the Houeat 
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Through the House - the Ways and Means. They ' ve 
got to get unanimous oonsent. 

They've got to get unanimous consent. That ' s a 
very difficult thin~ to get . I think the obJection 
will be on vhat you re going to do with that other 
thirty m1111on, vbioh 1e what the Republicans , of 
_course , are going to hop on. 

What I 1 m trying to do is have the President take 
the Jump, get out a atate11ent - or T. V. I.. get out 
a statement: •ve only need 70 million dollars. 
This is v hat ve 1 re go i ng to do with it. • I think 
on that basi s they can get it. Don't mi sunder stand 
me. I want them to have it. 

I see your point. 

But it 1 s silly to start - all the p~pers have been 
running stories that we only need ~. Well, Dan baa 
been working on it since Saturday for me and he says 
they need 70. 

Between 60 and 70. 

Nov, l 1d give a bi ll of particulars and say, 1 This 
is what ve need. We need 65 or 70. This is vhat 
ve need i t for.• Then put up a fight for it. Does 
that make sense t o yout 

Sure, be a lot 1110re chance of getting i t through the 
Colllllll ttee. 

And not wait until the Republi cans smack us dovn. 

Yea. The only thing I wanted to b ring out vas t hat 
if you attempt thi s compromi se before a coarprom1aa 
is neceesary, you may drive t he T.V.A. out of ita 
trading position and t h en get nothing. 

Well, I don't knov vhoae handling the bill, but we 
can certainly find out f rom the T. V.A. vhat they 
really need. That'• the first thing. And my thought 
was t o wrk entirely with the Vh1te Hous e , make thie 
suggest ion to the White House and let them advi s e 
us vhat they want done. Ve can ' t go very far wrong 

• 
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on that . In the meantime, John, it you would tell 
him that we 1 re working on it and ve 1 re t ry1ng to 
t1nd out What i s t h e poa1t1on ot t he White House, 
what do they want . 

59 

Well, I•m going up there at 10100 o ' clock, so I told 
h1m I 'IIOuld tell him vhen I oame up there just vhat 
your attitude vas a bout it and vhat you wanted him to 
do on it. He's Juet aelt1ng us to tell h i .m hov to 
prooeed. 

Well, the minute this meeting 1a over, Dan v1ll call 
up this tellov, get the facta, and I 111 get vord to 
the President and aelt h1m vhat he ' d 11lte us to do. 

It you could get vord baolt to me up there by the 
t 1me th1a hearing i a over by noon • •.• 

We vill. But Dan v1ll get word •••• 

• • • • he could keep hie Committee r i ght the r e . 

lfe have reported to the Military Attaira Committee 
ot the House that we bnve no objeotion to the bill. 

That's right. I t ' s the same bill, you see. 

(On White House phone). Isn't General Watson i n t 
Good morning. - Please. 

Well, do ve understand, Bell, that you ' ll carry the 
ball on that t 

Yea, sir. 

And let me knovt 

Yea, a ir. 

}laot 

I have nothing. 

(Nods no thing) . 
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(Nods nothing). 

We 'll have those people • • •• 

They'll be here at 10:00. I haven't been able to 
reach Mr. Helvering. I talked With his people and 
they ' re uncertain as to how he might be fixed thie 
afternoon. I suggest we might set down a time tor 
him to oome here and I 1ll notify Mre. E1otz 1t •• • • 

Yell , I can eee hi.m between 3:00 and 3:30. 

Fine, and I'll notify her ae soon as I !1nd out. 

Wait a minute, press conference is at 3:00. I can 
eee him between 3:30 and 4:oo. 

Fine, and I 111 advise Mre. IClotz whether he can oome 
or not. 

Any time you want to go, John • ••• 

I don 1 t have to leave here until about 10:00 o 1clook. 

General foreign exchange conditione continue to 1m­
prove, with the exception or the guilder. Great 
Br1ta1n - Bank or England in!onae ue thie morning 
they picked up some dollars there, about three 
aillion dollars. Firat time they picked up any 
doll.are • ... 

Who d1d t 

Bank or England. Firat time they p1oked up any 
dollars 1n several monthe. So the undertone is very 
good. 

Harryt 

60 

The inflow or capital hae stopped and in fact a alight 
outflow ~ook place. Been getting emaller. Just 
turned very slightly. Central bank balanoee are 
continuing to ooae in, but the private balances have 
gone out. And there ' • even been an outflow or 
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domestic securities account; that ia, they've sold 
more than they have bought the last week. 

Sl 

This is the letter which Mr. Gaston apoke about as 
having been sent by one ot your Secret Service agents 

No, it was Harry Ansli.nger. 

I think it 1 s worth reading, particularly the last 
page i n which he speaks ot how high Roosevelt 1 e etodt 
is in Europe; that even Engl i shmen have oore faith 
in Roosevelt than in Chamberlain. Some thi.ngs there 
need to be taken with a grain ot salt, but it • ••• 

There was a news item in the Financial News ot paas1ng 
interest , reporting that Schacht's son is now in 
Mexico negotiating •••• 

(On White House phone) Hello. - Hello. - Good morning. 
I was trying to catch you betore you saw the Presi ­
dent. - Good. - I wrote him a letter- I 1m Chairman 
of a Commi ttee called the Fiscal and Monet ary Com­
mi ttee of whi ch Mr. Eccles, Frederic Delano, the 
Director of t he Budget, and myselt are members . I 
understand the President is having me for lunch to­
morrow, and I'd very much like to have h1m see the 
four ot us atter lunch tomorrow. - - That's Eccles 
and Director or the Budget Smith, seet - Yes, we 
need an hour. lfe're golng to bring lots of books an1 
lots of charta. - - That 'e too much. Let him eat 1n 
peace. - No, I ' d like to prepare him. And then if 
he ' d give us. ... Fiscal and Monetary Committee. 
0. lt.f- Thanks. 

We should have a map or the 
these fellows are located. 
get 1n with the President -
tor an hour to get in. 

Wh1 te House to know where 
They've always got to 
stand out s i de waiting 

I was about to say that Schacht ' s son is now in 
Mexico negoti ating tor an exchange ot a mi llion 
barrels of oll tor German truoke and machinery. 

You did bring up a couple weeks ago the question or 
your presence at a round-table. I don't know whether 
you ' ve forgot about it. 

.. 

Regraded Unclassified



• 
H.M.Jr: 

White: 

H.M.Jrl 

White: 

H.M.Jr: 

H. M.Jr: 

White: 

Viner: 

White: 

Viner: 

White: 

Ilotr.: 

Viner: 

H. M. J r : 

Gibbons: 

H.M.Jr: 

- 10 -

I turned it dovn. !bat 1 a t~ Fortuna I'Oillld-tabla. 
I'm not go1ng to go up there and a it around with 
thoaa san. 

I don't know whether :rou know 1t or not, but the 
Pree1dent read - preauaabl7 read th1a epeeoh b7 
RWil.. 

And eo vhatt 

Well , I thought you a 1ght want to read 1t. 

That I want to read Rwll 1 a epeaoht 

Yea. 

Jlo. 

I gan you a oopy or it. 

Yea, I knov. 

You mean before the Reta1lerat 

Yea . 

He th1nlte 1t 1a a good epeeoh - RUIIL 

I gather you don't, but the Prea1dant doea, eo I 
thought the Secretary llight vant to read 1t. 

Be eounde good. 

I know he doee. 
a good epeech. 

Be told ae. I knov he thinka 1 t 'e 
He told ae before and atter. 

Well, I eat between the Prae1dent of the Reta1lera 
and Mr. Same, the Pree1dant of J. 0. Penney, and they 
said there vaen 1 t a man 1n the audience that knew 
what Ruml vae tlll.lting about. 

Waan 1 t Father Rual, vaa 1tt 

!hera vaan 1 t a man 1n the audience that lmew what 
he wu talking about. 
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He shoved me t~e speech right before he made it 
and that vas the opinion I formed, that if an;ybod:y .... 
I sat between the Preeident of the Retailers and 
lolr. - is it Samet 

Same, President or J. C. Penne:r. 
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And they both said there vaan't a person in the room 
that knev vhat he vas tallt.1ng about - completely 
over their heade. 

He said he didn't care. But I Just mentioned it. 

Oh, that 1 s good. 

Thought I'd tell :you. 

I imagine. Harry is sold on hie speech. 

I trust that isn't ~;y ;you're not going t o read it -
because it went over their heads. 

No, tor reasons I explained to ;you at ;reaterda;r 1 e 
meeting, I don't vant to get in on the t heoretical 
side , I don't want my thinking clouded. 

Mr. Coe has had •••• 

He d1dn 1 t get that . 

Reminds me or Oven D. Young, vho once said he never 
reads vhat the economists sa;r, he doesn't vant to 
get his ovn th1nk1ng mixed up v1 th an;rbod:y else 'a 
thinking. 

Which reminds me of vhat Jeff Coolidge said vhen he 
vae here, that he never gets anything out ot reading. 

Harry, :you ' re doing ver:r well. 

Sounds like a good speech, Harr:r. Will ;you let me 
have a cop:yt 
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l!oMth1ng like Jetr - when he ued to look out ot 
the window. 

(Hearty laughter) 

o. I. 

Th1e Kr. Coe has had a bid to go down to the Virginia 
Conterenoe to make a apeeoh, or give a paper, on 
Canada - Canada in the ¥q~"ld econo~Q". He 111 be there 
as a Professor or the University or Toronto, not an 
e~~ployee of the Treasury. I take 1t that's all rigte . 

(Nods yee). 

Any other good neve' 

lihUe : llo. 

Bell: 

Foley: 

Bell: 

Foley: 

Bell: 

Gaston: 

Mr. Eccles •••• 

Oh yea. Sorr,. Milo Perkine hae said he 1d be very 
glad to see you at your oonvenienoe to tell you 
about Rochester. .And there ' • been an indication ot 
how rapidly and why, et cetera, thie extension oan 
take plaoe. He said you vera certainly a great help 
to th• and he ' d be ve.ry happy to keap you constantly 
iJtfOl"'led • . 

ll1ght be interested to ltnov that moat or t hose at&llpl 
are coming baolt through the banb inst ead or through 
the re~a1l"ara and wholeealere. 

Baa there been any ditt1<naty yet, Dan, on itt 

llo, eo tar as our machinery is ooncemed, no ditti­
oulty. 

Have JDUch have we d1ebureed so tar' 

Little lees than a hundred thousand dollars 1n that 
one oity. 

That's redallpt1one' 

llo , that's dieburseaanta. Redeapt1one have been much 
aora. 
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Jobnn;r, Jeaae Jonee ie going to baTe lunoh with •• 
toda7 1natead ot to110rrow btloauee the President 
evitched me. WUl you be here todqf 

Yea, air. 

Mr. Eccles can't come at 10130. 

Whenf 

'l'hia morning. Vaan 1 t it do 1m tor 10:30 th1e 1110rningf 

He was to let ua know whether he could come tod&7 or 
tomorrow. 

And he doe an' t know about t his afternoon or to110rrov. 
That depende on the Committee - whether he oan oo .. 
tomorrow. 
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Well, let 1s call a meeting - a meeting ot the Pieaal 
and Monetar:r Committee tor 10:30, Eoclea or no !aalea. 

Didn ' t you have Preston Delano down tor 101}0 to­
morrow? 

The Jl'1ecal and Monetar:r 1B more 1llportaot. J'1eoal 
and Monstar:r at 10130. 

And when are ;you men goi.ng to be read;r to reportt 

We 1 re still counting on to110rrow. Tbat wae the • •. • 

Vall then, let 1e make it 9130 to~~erro'W, and 11a7b8 
;rou (Ranee) can eit in with ue at the btlginnlng. 

Sure. 

Just make it tor the Banking Committee •• •• 

9: 30 to11o rrow. 

9:30. Whatt 

It tbat 1 s all right with Mr. Haaa • . •• 

Yea. 
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111\att Banking. And I ' m going to explain to 
Mr. Viner What ve 1 re doing on that banking, and 
1t 1 a one or the things I 1d like him to get in on 
right away - this eo-called Mead bill in the House. 

It Mr. Eccles should tlnd it impossible to come •••• 

I'm goi ng to call the meeting anyway. 
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Dut t leldl Did you want me to vrite a memorandum tor your tiles 
on the discuss i on ot the Mead bill i n here on Satur­
dayt 

H. M.Jrl Yea. 

Dutt1eldl 

H. M. J r : 

HMS I 

Harry, don 1 t forget you 1 re going to dictate llhat 
took place between you and me. Please. 

That's all . 

Let Mr. Viner have whatever be wants on the Head bi ll. 

Oeorgot 

(Takes up to H.M.Jr. black book or statistics). Here'a 
the at eel order a - they're hol ding up nov. Her e 1 a a 
very interesting f igure. 

You go t a reply from Hardy - Ml ae Chauncey has it -
1n reaponae to your telegram • . 

H. lt.Jr : Yea. 

Hruu: 

ll . l!.Jrt 

I had Miaa Lonigan a t the house last night telling her 
t hat I wanted t o gat some special statistics out on 
ael t - help oo-ope on a national baaia. She ia to get 
those out tor me jus t ae raat aa ehe oan. 

Al l r ight. 

What we can do on a national basi s wl th selt-help 
co-opa. 

Flne. 

' 

• 
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The Boston thing 1e no good, and the Departaent 
ot Agriculture didn1 t tell us it wu going to 
expire on the first of Jllly, which I &ln 1t think 
vaa quite playing ball with ue. The lll1l.k thing. 

Well - I mean are you settled on that t 

No, she 1 s going to do the report, bllt I think in 
v1ev of that we 111 have t o run nuid m1llt through 
the stores in exchange for aurplua food tickets, 
r ather t han doing 1t on the Boston plan, vhlch is 
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a very special plan and very d1ft1cl1lt to 'IIOrk out. 
And they ' ve decided t o kill it, anyway. They didn ' t 
tell ua •• •• 

But t hey did find out that they could have a net 
i ncrease in mUk conaWIIption provided the milk 1e 
available. 

Oh yea, and they - they paid the farmers five cents 
and the processing coat vas only two , ao they sold 
it at seven cents as against the same m1llt selling 
through retail channels at eleven - exactly the same 
milk. So they're selling at tour cents under the 
r etail price. 

Did you want me to push her to get that written report 
in today, or wollld you r ather have t his other thing 
t ake precedence? 

Well, the self-help co- op thing should come first . 
Jakat 

(Node nothing) . 

I haven't anything. (Leavae). 

Edt 

I have a letter here that Bruce hae prepared in 
connection with this bron~e etatue up 1n New York 
at the ltorld 1 s Fair. He vante to ask them to loan 
it to ua so we can have it cast in bron~e tor per­
aanent installation at the building down here. In 
case they won't be able to comply with the letter, 
tha Senator 1 s help will be obtained. 
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Why won ' t they be able to oomply? 

He thinks t hey ' ll destroy it. 

That ' s oertect nonsense. 
I mean I'm not going to -
publicity on thi s thing. 

I mean that 1 s childish. 
he's had his share or 

I didn't know how tar you wanted to go. I'm just 
reporting. You said you were interested. 

Yes, that thing ••• • 

That is sl.JDJ)ly a memorandum or the hearings on the 
Mead bill, tor your information. And here's a 
mamorandum on t his bill in regard to the relocation 

I mean it he wants to do the statue down hare , where's 
the original plaster cast t hing? The fellow must have 
made a cast made out or plaster or clay; and then 
they cast it. ~fuere is the original clay thing? Just 
ask him that, turn it around, put him on the spot . 

This i s a report on this bill in regard to the alloca­
tions or cost i .n connection with the relocation or 
bridges across the East River. And I sent a copy 
ot this to Dan last Friday; I don 1 t know whether 
Dan has any comment on it. It ' s a pretty tull bi ll. 

Is that the Hayden ••.• 

No, it's the Truman bill. Senator Trucan introduced 
it . 

And would you (H.M.Jr.) like to see Tietjens some­
time to day? 

Yes - Tietj ens. 

I saw the Attorney General on Friday night and he 
said that the thing that he - he said that he had 
gone over the material that we had sent over on the 
movie cases and he thought it was in very good shape; 
he eaid t he thing that he wanted and he wae pressing 

C8 

Regraded Unclassified



Gibbons : 

H. J.! .Jr: 

Gibbons : 

H . !~ . Jr: 

Foley: 

H . ).~ .Jr : 

Foley: 

H. M.Jr: 

Graves : 

H.M.Jr: 

F'ole:y: 

- 17 -

us about was t he bribery or t he labor leaders out 
there, and he asked me to t1n4 out tor h1m where 
it stood. So I called Elmer I r e:y and he said that 
i t would be ready about t he 20t h or June. So I 
t old him that and t hen he gave me a little lecture 
about t i me was t he essence on these things, and so 
on, in a very triendl:y wa:y. 

Did :you hear \'la1ter l11nchel l last ni ght on the same 
th1ngt 

No. 

Said he was tl:ylng t o Chicago t h i s morning to present 
be tore the Grand Jury a t ax case 1n connection v1 th 
a Philadelphia publisher; but :you couldn't miss who 
1t was. 

I 'm amused - i t you'll stay here a t 10 :00 o ' clock 
:you ' ll see that I•m one Jump ahead or the Attorney 
General , because :you ' ll see what will happen at 
10 :00 o ' clock. Harold ~laB a t m:y house a t a :15 this 
morning on t his bribery case. 

Yes, that 's tine. Did he oall upt I suggested that 
he call :you. 

No. Did :you ask him about my pet caset 

No. I thought he had gotten the message. He said 
that he . ~ .• 

Harold was at m:y house at 8 :15 t his morning. It :you 'd 
s tay behind, :you'll fet :your answer on the bri bery 
case. Right, Harol d 

(Nods :yes). 

~e like to be ahead or these boys. 

Also said he wanted to eee me sometime t his week with 
Rogge on the Giannini oaee. Rogge is working tor him 
now, :you know. He sai d he got vari ous reports while he 
was out on the West Coast that the case was ruining 
the movie and t he banking and other indus tries out 
there, and he wants t o get it strai ght. He sai d t he 
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President has asked h1m to look into it. It' we ' re 
right, he wants to go ahead t'Ull speed and it' ve' re 
not he want& to re-examir.e the whole thing. 

He had one or hie men write him a report on that 
oaae. 

I thought maybe Jimmy might have spoken to him while 
he was out there; I don't know. 

The Preeident asked b1m to look into itt 

He told me the Presi dent asked him to check it too. 
He apparently reported to the President when he got 
back and the Presi dent asked h1m to get 1nto it . 

I take it he's rererr1ng to the SEC case. 

That 1 e right, yea. 

Well, rine. We ' ll give him all the help he wants. 

Yee. 

We'll g1ve h1m all the help he wants. I have no 
doubt that Jimmy asked h1m. He lost one line or 
customers and he ' s got to get a new line. 

I wee out at 8111 Douglas ' a Saturday night. He had 
a little stag di.nner. I told Jerry. Jerry said 
be van ted to go over - the A. G. called h1m - to 
let me know. £nd 8ill said that he thought it would 
be a ehocldng thing ir the troops were called orr 
at this stage or the game. 

\fell, I don't think " shocking• ia a etrong enough 
word. 

Bill said he thought it would mean the election in 
•4o. 

Whatt 

He aa1d he thought 1t would mean the election 1n •4o. 
Election or who, G1ann1n1t 
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(Laughter) 

Probabl;y so. 

Democrats - tor President. 

Oh, I vouldn1t • .. • 

• . . . charaoter1~e it ••.• 

Oh, I don 1 t think there 1 s one chance 1n a hundred -
I think when the Attorne;y General gets his teeth 
i nto it • • •• 

I think so. 

• • • • that he ' ll be just as keen to see that justice 
ie done as anybody alee ie. 

I thi.nk so . 

I'm delighted he 's teking an interest. But I 1m 
surprised that the President should ask him to 
look into it and see that he knows all about 1t . 
But maybe he wants it hurried up. 

Maybe. 

Maybe he wants it hurried up. 
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' 

I brought up the cov1e 
dent said, •ao to it. 
keep me posted on what 

caee at Cabinet and 
Go right atter it. • 
they do over there. 

the Preei­
Vell, 

Yea, I will. 

Any other good nevst 

No. He said that on that - on the Sammy l:laus thing 
out in Chicago, whatever Bill Campbell wanted vas 
what he wanted, that he vae in o~rge or the case. 

Well, that's what I said, wasn't itt 

That's right, yes, just exaotly the same t hing. 
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I eaid it was up to Bill 0.-pbell. 

That 1 1 right. 

Ed told me about it. It 1 e their oaae. Vh7 should 
we worry now! Sam 1 s working tor them, not tor ue. 

That 1 s right. 
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Ae long as that's completely understood and a matter 
ot record, I haTe no obJeot1on vhateTer. 

I don ' t 111r.e that. 

You don't 111r.e thatt 

Don 1 t know vha t he me ana. 

He's working tor them and not tor ue. Sam ie not 
working tor ue. He 1 e detailed to the United State• 
Attorney. Whatever he doee ie, their responsibility. 

Well, he 's out there as my personal representatiTe. 
Don't forget that. 

He vas sent out as your personal representative , but 
he's taking his orders trom the United States Attorney 
tor everything he doee. 

Right - and reporting to me. 

Nov and then. 

Well, I get a • ••• 

You (llotr;) don't know about it. 

I have some idea; that's why I said I didn 't l ike 
that . 

I get a written memorandum trom him three t1mea a 
week. 

No, but this thing - leaT1ng the 1na1de Treasury 
tight out ot the picture, the underetand1ng, I take 

• 
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it, i'rom the Attorney General - 1e vhatt 

The Attorney General said that B111 Campbell vas 
in charge oi' the case i'or him and whatever Bill 
Campbell wanted as to Sam Ilaus or anybody else 
being in Chicago vas all right with him. 

And with me. And with Mac. And with Haroldt 

Graves: Yea. 

H.M. J r : 

MeR: 

H. M.Jr: 

MeR: 

Haas: 

Foley: 

Gee ton: 

H. M.Jr: 

o. X. Everybody ' s happy. 

So we 1ve· got a perfectly good record on it. 

This i s very tunny. It 1 e all r1ght. This is one 
time when I said I'd be strictly neutral and wasn't. 

I' m entirely happy about it. 

We ' re making some oharte tor Sammy; in tact, sent 
one oi' the draftsmen out there to get it up to date 
the other day. 

That vas the arrangement made when Sam was in your 
oi'i'ice the other day. 

That's al.l right; everybody ' s all right. 

Herbert? 

I don 1 t th1nlt o 1' anythi .ng. 

Mao, ii' you 111 stay, and Harold, Foley, and Mrs. not~, 
please. 

' 

• 
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BM.:i . i!ello. 

Operator: Hr. Jonea. 

HMJr: Hello. 
Jeeee 
Jonee: Hello, Henry. 

f!!.!Jr : Jesse •..... 

J : Yeah. 

I£.!Jr: Good morning. 

J: Good 110rn1ng. 

June 5, 1939 
9:09 •••• 
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llHJr: 'l'he Preeident is having me Tueeday tor lunch instead 
ot Monday . 

J : Yeoh. 

Hl!Jr: I wondered wh ether you'd oar o to come t oday? 

J : I t h ink I'd like it . 

ffi!Jr: t/ha t? 

J : Yeah, I'd like to. 

!!l!Jr: Well, supposi.ng you come today, 

J : All right, tine. 

h>!Jr: And, -- we'll talk about South America, et cetera . 

J : All right , tine. 

HHJr: o. JC . 

J : Good bye . 

Hl' J r: Good bye. 
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!!J.~r: Hello. 
Outalde 
Operator: Hello, lUes Carr. 

HI!Jr : Hello. 

Operator: He' l l be right on. 

!C!Jr: Hello. 

June 5, 1939 
3:10 p . a . 

0: Just a oooent, l·!r . Secretary. They sald he was right 
there . 

!C!Jr: 

0 : 

Vbatt Hello. 

Zhey said be vas rlght there . Do you want me to ring 
you baokf 

H::Jr: Hello . 

0: Yes , sir . 
Outside 
Operator: He' s ready. 

ID·!Jr : \Tell , I ' m here. 

0 : 

rrank 
~·:urphy: 

I!Y.Jr : 

rl : 

?iHJr: 

! •. .. 

All right. 

Hello . 

Hello. 

3:ll p . m. 

Hello, Henry. I heard you called me th ls oornlng. 

Yea. I Juet wanted to ask you tlrst, how are you? 

I ' m tlne , thanks, Henry • 

iS 

ffi'Jr: And second, I vas delighted to hear trom Ed Foley, as I 
under stood hlm, that t he President has asked you to l ook 
into this Transamerioa case. 

H: Yes. 

And I ' m glad you're going to do it. 

Vall, I thlnk we oan. '!'hat fellow 1a just a mad bull 
1n t he oh1na shop. 
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Oh, yes. 

He 's-- he ' s a wild ma.n. 

Yeah. And . .. . . 

But ••••.. . 

I've always said it 's high time to find out whether the 
United States Government i o bigger than Giannini or if Gian­

nini' s bigger than the Government . 

Yeah. 

And up to nov, I don't know. 

Well, he'll find that isn't so. 

Well, I don't know, and he ' s had it all his o>~ way, and 
when you go into t hat Traneameriea ease, I think you'll 
be acazed. But I -- I'm glad you're looking i nto it. 
And now the other thing •••••. 

Well , I'll just look into the oriminal side of it and 
nothing else. 

Yeah •. Well , I don't ..... .. 

And it t here's any orim1nal aotion, why nothing is going 
t o stand in the •tay ot it goi ng ahead. 

Ub-hub. ~/ell, I -- I juet gat hered tha t you -- I t hough t 
t hat !roo what Ed said, you were going to l ook i nto t he 
whole oaee . 

I don't think eo, 

Ub-huh, Well , t he criminal side has no interest with oe. 

I t h i nk tbet I' ll talk with your-- if you haven't any 
objection , with your people about it and sort or measure 
t he whole t hing . 

Ob, I 1 m delighted ! Anything we've got is r ight at )O.Ir eervioe 
Now, on the case or the bribery or the labor leader • . ... 

Yeah • 
• 

•••••• in Loe Angeles, that will be ready in ~o weeks 
!roo t oday, 
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That'll be good. 

See? And you see , it vae the aame people vbo were working 
on that were working on the -- the other -- the fvent!oth 
Century Fox, you eee? 

Yea. 

And they've finished that and nov they're writing up tb!a 
thing. I t will take them about two weeks. 

Yes. 

But they were 1n this morning and they aald they'd have 
it finished, quite poeeibly, two weeks from to4ay. 

fhat•a tine, Henry. 

And -- I just wanted to tell you that . 

All right . That's fine, and the other stuff that you'v' 
gotten ln here has been in grand shape. 

It has? 

Oh, you bet it has. 

And •••••. 

Really, the great credit ie due you people •••••• 

Well •••.• • 

• • • ••. tor these cases, tor thorough preparation. 

Well , it takes -- it takes years. You can't turn these 
oases out •. ... 

I know you oan•t . 

••• • ••• 1.n -- in two veeke. 

I'm very impatient about it and I like to get these things 
done beoauee the time la so ahort,bS l realize that 1t 1 a 
the thorough preparation of them t hat oounts. 

Yea, because when ve turn t hem over, 1t 1 e worth -- it' a 
a big buildup and then the thing talla flat, and -- but 
when ve turn them over - - the time they leave our banda 
they-- we're 99 -- 95 percent aura that there's a oaae . 
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Yee. 

And .•.•.. But the other one wU l 'be ooalng along 111 about 
two weeke. 

All right. Thank you very muob ••• • •• 

Thank you. 

. • .... Henry. 
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June 5, 19)9 79 
):17 P••• 

l!Y.Jr: Hello . 

0!)erator: Secretary Hull 1e coming on. 

H!(Jr: 

0 : 

l!l.!Jr: 
Cordell 
Hull : 

H!!Jr: 

i! : 

Hl·!Jr: 

H: 

Fl!Jr: 

l!XJr: 

H!:Jr: 

!! : 

l!Y.Jr: 

R: 

!-J!Jr: 

li : 

Thank you. Hello . 

He'll be rlght on. 

All right. (Brief pause) Hello. 

Hello, Henry. 

Hello, Cordell. 

Yea, air. 

How are you? 

Fine I 

Cordell, eoae or my good triend.s ln tlew York han oa1led• 
me up about t his terrible tragedy on t his boat the 
St. Louis w1th t hose 900 refugees on it. 

Yeo. 

And t here have been so many things back and torth as to 
what could or couldn't be done-- I mean, ae to •••••• 

Yeah. 

••..•• guarantee money tor them and so forth and eo ~n · 

And they wondered if t here is-- 1! it's reached a stage 
Where any Jew1ah organization could guarantee bonds or 
expenses or anything else. 

Yeah. 

Because 1! they knew 1t was down to that point, they'd be 
ready to do aoaething. 

Yea. 

You see? 

Yea. \/all , I ta1ked with tha Ouban Ambassador about an 
hour ago and ta1ked with the President about twent7 
minutes ago .•••• 

Yea. 
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• ••.• • on th1a question. 

Yea . 

And t his morning I t alked to old man, J~ee M. Carson ot 
New York, tnn• big ut1li •y man who i s i n Savannah •• • .• 

Yea. 

• •. . • in Havana . 

Yea. 

He brought up the question ot t ourists' visas . •.•• 

Yes • 

•• •••• so they might go out to the-- t he i slands -- our 
islands down t here. lTnat the devil • •••.• 

Vi rgi n Islands? 

Yeah. 

Yeah. 

And stay until proper arrangements could be made for t hom 
to go elsel!here . 

Yes. 

How, I took t hat up at onoe and I f ound t hat under t he 
law • ••.• . 

Yeah. 

... 

••...• we couldn' t -- couldn 't issue t ourists• vi sas unleee 
t hey had a definite home where they were coming from and 
in a sit uation to return to it. 

Yes. 

So under t he la~l we ' r e -- we ' re helpless in tha t r espec t . 

I see . 

Then the Cuban Ambassador talked l i ke t he main t hing was 
t he financing . That he believed -- he 1 6 telli ng ce t~ 1 a 
not to be published now •• ••• 

Yes . 
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• • • .• that he believed lt would be worked out. 

Uh-huh. 

The problem ot these peo~le . He said they ' d taken in a 
good many already. 

Yeah. 

And I think t hat the Jewish organi~ations who are dealing 
with the coney end or t his have one or two renresentatives 
in Havana now keeping in touch with them on t his. 

I ' m not sure. There seeos to be contusion. 

One or my cen in here understood that. Nov, I t hi nk they -
they will work it out it they can see that the financial -­
financing ~ill be made certain. 

Well now is it •••.•• 
• 

I ' d say - - I ' d say they will . I believe they-- they 've 
go t a real chance to do it, t ha t's what I'm tryi ng to sa~. 

\•/ell now, supposing -- would this be a suggestion which 
would be in order, t hat it they send somebody down trom 
the joint commit tee to be here so that he'd be on •tap•? 

Yes. \·lell , the main t hing is we can't tell them without 
much trouble what is -- what we know about i t. The main 
thing is to follow up with t he -- with t heir -- with a 
representative at Havana. They ought to have a representa­
tive there. 

It's better to do it t here than here? 

Yeah. We 'll do what we can, you understand, in any event, 
but they need a oan t here who knot1s hott t o dicker w1 t h 
them on the financing ot this. 

I eee. 

That' s the maip thing. 

And it's bette r to have somebody there than beret 

Now, t hat 's my impression-- that' s my impression. I 
would-- I would suggest t hat they consider tha t quest ion ••• 

I see. 
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• ••••• or ~ether 1t --whether 1t 1e not better. 

Vall , I was Just thinking that - - I mean, if there wae 
one men here, like Kr. Paul Baerwald, or somebody. 

Yeah. 

So that he could keep poeted ao to what was going on in 
Ouba and here also. 

Yea. Well , th1e -- you see, th1o i s a matter primarily 
between Cuba-- •• •.•• 

I see. 

The Cuban Governaent and these people. 

I see. 

And not between this Government. 

I see. 

And that's the reason that they need to be closer to the 
Cuban Government . 

I see , and -- but the Virgin Islands thing is out? 

I think that's that's what my tal lows tell me. 

Uh-huh. Well , would you mind it I called you up again 
tocorrow? 

Yea, sir. I'm keeping up vith 1t the beat I can. 

And I can ca ll vou up again to110rrov? 

Yeo, air. Any time. 

Thank you. 

Yellh. 

Thank you. 

• 
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TO 

,,,,,., 
Subject: 

TREASURY DEPARTMENT 

INTER OFI"'CE COMMUNICATION 

Seoretar)'~thau 

llr. Ba&~--
llo llew MoneT (llet) Railed b7 81ouritie• I••u••, 
1933-1938, Except !hrough \1. 8. Obligation• 

Data on eeouritiee i1euea reoentlr made aTa11able b7 the 
Reee~oh Section ot the Securities and Exchange Oomml1a1on 
1nd1oate that on net balance, the 1Dorea1e 1D the direct and 
guaranteed debt ot the Federal Gonrnment repruented jiUit 
about 100 peroent ot the new .,ne:r* railed b7 otterlnga ot 
aeouritiee between Januar)' 1, 1933 and Deoeaber 31, 1938. 
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All other iaauera ot uouri tiel 1D the 4o•at1o -.rket -
do111eet1o corporation•, State and local goTel'I\Jiente, and for-
eign corporations and goTernmenta -- apparentl)' railed no new • 
1110ne:r (net) during thla elx-)'ear period; ao that on net bal-
ance Oonr~nta repreunted the onl7 net addltione to the 
auppl)' ot aeouritiel aT&llable in the market tor do .. etio in­
Teatora. 'fhla information ia a~mmarbed in the attached tabl1. 

'l'he Bailie uriu ot 81ourit1ee and Exoha~e Oomm1u1on 
data aleo eeeu to indloate that the 1uppl7 ot aeouritiel 
other than Gonl'DIIenta aTa11able to 4o••t1o iDTeetor• de­
oreaeed e~tioantl)' during thla plriod. llot onl)' did the 
balance ot traneaotione tor foreign account reiiiOTe aoae tl.ll­
b1ll1ona ot aeouri t1u troa the total doaeet1o auppl)' between 
Januar7 1, 1933 and D1oeabar 31, 1938, but a eub1tant1al Tol­
ume ot aecuritie1, probabl)' a billion dollarl or 1110re, aleo 
d1eappeared through reorganization•, bankruptciee, reacqu11i­
t 1ona at a dlecount b)' borrowers, eto . 

Attachment ' 

• Hew 1110ne)' ie defined to aean proceed• ot new aeouritiu 11-
I UU leu the a1110unt ot outstanding ucuritiu retired. It 
d1ttere troa the ohangu 1D total debt, howenr, beoa1111e 
(1) it lnoludea i1auee ot co.-on and preferred etookl, and 
(2) it exoludee debt not repreaented b)' i1aue• ot market 
aeouritiea (IIOrtgagu, be.nlt loana, etc.) • 
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I V • I. CloYei:"Jmeelt I I 
I an4 1t1 ageao111 I All Otbol' 

I !otal a .. 
Year I 1u111DC paraaw .. I 111UI'I I __ ,. 1'&11 .. 

I obUcat1oal Y I I 
I 

(In bUll.ou of 4o1lal'l) 

1933 2.0 - 0.6 1 •• 

19~ •• 7 - 0.6 •• 1 

1935 1.5 - 0.1 1 •• 

1936 •• J • 0.9 5.2 

1931 3.2 - 0.1 ).1 

19~ 3.2 + 0 .1 3-J 

!otal U.9 - 0 •• U.5 

Y Data t:roa 110 re1ea .. l l · 1938 partlr eett.te4. legatlft 
~1g\lre1 41note Oli:DOII of retlre-il oYer prooee41 of a .. 
1 .. u1. 1 .. aoner 11 4et1ae4 w Md prooe ... of a .. ll­
our1t1el 11.ve1 1111 the aaouat of o•t1taD41Qg 1e0U1'1t111 
ret1re4. . 

Y bo1114el &ao"Uto boZTOn4 b7 1I111111C !l'ean1'1 111111 aa4 
••our1t1el 111•e4 1a ezob•ase for preY1o .. l1 o•t1t&D~ 
fan aD4 bo• aortcage1. Iao1111.el boi'I'OwiJIII reprelente4 
bJ lplllal fl'l&nl'7 1111111 -.41 W Cloft-t ... D0111 
ult trwlt tu41. total 1aoreue 1a the 411'Nt aD4 8'1111"­
uteea 1ntere1t-be~1nl publlo 4ebt of tbe t1111te4 ltate1 
4UI'1Q1 th11 per1o4 &ao"Ute4 to PJ. 5 111111oa1. 
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JOR RIT11D 1 1«1RRRll) inSP»D.S, 
!un4f' .runo 6, 1939. 

Prou Sorvico 
llo. 17-79 
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Socrotlll')' of tho tronour7 lloro&cmthnu onnolliiCo4 loat ni ;ht t"".t the aub­

aeription booka for tho current oftoriag ot 3/4 percent 'h'ol1111U7 llotoa of 

Sorloa J.-1944 will cloao at tm cloao of buainou Wodnoaclq, .runo ? , 1939. 'l'hia 

offorillj. ia opon on)Jr ~ tho boldcra of frO&IUJ7 llotea of Soriea »-1939, ontuz-. 

~ SoptO'.Jbor 115, 1939. 

Subocriptiona nddroaao4 to " r odornl ROIOM'O bMk or brDDch, or to tho 

Tronaui'7 Doplll'toont , and p l.nced in t bo nnil boforo 12 o'clock DJ.dni(:ht , Vodnoadq, 

Juoe 7 , will bo . conaidorod na hovi J<S bean ontered bot oro tho cloao of tbo •~ 

acription booke, 

Announea..ont ot tbo amunt of aubocriptiono lind tboir dhia1on aco~ tho 

,..,orN. lodoral RoaOl"t'O d1atr1cta will bo cado lotor. 

• 
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MSE'rit.G or FISCAL AliD l«lliE'URY 
ADVISORY BOAPJ) 
(Treasury group alone tor tiret hour) 

Ju11e 6, 1939 
8130 A. x. 

Present: 

H.M.Jr: 

Bell: 

H.M.Jr: 

Bell: 

H. M. Jr: 

R . I~. Jr : 

Hanes : 

H. li.Jr: 

Mr. Eccles 
Mr. Smith 
Mr. Ranee 
Mr. Gaston 
Mr. Bell 
Mr. Foley 
Mro. Xlot~ (part ot the time) 
Mr. Viner 
~lr. Currie 
Mr. lfh1te 
Mr. Raaa 
Mr. Dutt1eld 

I don't know where averybod7 ia , but while we ' re 
walt1ng, Dan, I 111 explain - the othere can go 
along - I think one t hing we ought to do w1 th 
that aet-up ie to get aome tiguree, tor i nstance, 
that it, say, we put down a billion dollars tor 
roads, so forth and eo on- I don't know what 
t he term is, but I want to show how many men can 
be employed tor twelve monthe in that kind ot oon­
struotion, eeet And have thnt all the way down 
the line. 

Uh-huh. You mean about each one ot those iteme. 

Yee. 

0. I:. 

Vbo isn't here' Well, I'm going to start. Some 
ot you know something about t h1e and some ot you 
don't. I don't want to make this speech twice. 

(Ranee comee in) 

Good morning. 

Sorry to be late. 

It's all right. Just going to etart. Come up 
here. 

• 
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tlhl.te: 

H.M.Jr: 

Viner: 

I!.M.Jr : 

Viner: 

- 2 -

What I ' m trJing to do in this hour ie to get 
advice on rq own program before ve meet wi tb 
the Fiscal and Monetar7 Committee at 9130, see, 
and then we ' ll present it to the•. And I etill 
haven't gone over the atatement that we're going 
to show the President at 12:30 aa to tllbat 1a 
wrong v1th the countrJ. We lila)' have time to do 
that afterwards. But I want to get m7 own pro­
gram right 1'irAt , and show it. And eo I aalted 
you to come down at th1a hour. Ever7body can 
leave thirty minutee earlier tonight. 

Let's get down to bueineae. What I have atteRpted 
to do here, tor those - ao•e I ' ve talked to and 
some I haven 't, and Bell refuses to believe that 
1t 'a my own program, thlnlta I 1 ve turned coat on 
him - copperhead in our midst. But &nTV8Y, rather 
than have a spending program enealt up on me in 
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the dark, I thought I1d get out a recove~ prograa 
ot lll7 own to give the President , put it 1n hie 
lap, and he oan do whatever he wants with it; but 
at least put one wnioh I can believe in and one 
which doesn ' t compete with private enterprise, one 
vhioh ie ao much self-liquidating as possible and 
one vhioh a hundred percent reachea the lover third. 

8o imat ve 've done ie this. We 1ve got dovn here -
nov, Harr7, I'• going t o - you haven't any extra copies - well, I' ll read it. 

Unfortunately. They will be ready aoon. 

That thing at t he top - 1 (New leglalation or addi­
tional appropriations by Congress required 1n 
every proJect)• - cut that out tor the top. That isn't the place to put it. It 70u 1 re going to put 
any title, I would say •suggested Recovery Program 
Federal ProJects. • 

I 1d put it •suggestions toward a Recovery Program.• 

•suggestions toward a Reeover7 Program. 1 

'Federal ProJecte. • 
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R. I~.Jr : 

Viner: 

R.J<.Jr : 

Viner: 

Whlte : 

!I. M.Jr : 

ilhlte: 

!I. M.Jr : 

1'/hlt e : 

R.J.! .Jr: 
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• •••• Which Supplement Private Enterprise• - eoae­
th1ng like that, it you need a title. Will th1e 
quality on that, Jake! Supplementt 

It ' & to be hoped •••• 
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• ••. • Supplements and Doee Not Compete with Private 
Enterpr1ee.• 

We 111 pray that it v111. 

That's etated on the !iret page, but we can •••• 

Well, the ! iret page •••• 

"The program ie submitted v1th the tollov1ng ob­
Jeotivee: 

•1. To assist in raising the national income in 194o. 

• 2. To give more subetanoe to the New Deal principle 
ot raising the standard or living tor the lover "" 
third or the nation. 

•J. To give buying power and thue stimulate private 
enterprise and private inveetment.• 

Well, that isn't Jus t the way I•d put it, but have 
we got time • ••• 

Yee, we oan change it any way :you want . 

"None ot the proJects involve Government encroachment 
1n the t1eld that should be reserved tor private 
enterprise. Moat or them are vholl:y or partly eelr­
liqu1dating ventures and can be financed outside the 
budget . • 

I haven ' t got time to do words. I wonder it • • •• 

Well , we can work over that !iret page. 

Yea, let George - Jake take a look at it, and George. 
That ie, it's got the idea, but not Just the way 
I ' d eay it. 
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Viner: 

H. M.Jr: 

Viner: 

H.li.Jr: 

1fh1 te : 

H. M.Jr: 

Hanes: 

H. K.Jr : 

White : 

H. f!.Jr : 

so 

- ~ -
One general auggeetion I 1d make there, that it 
be worded in terms ot contribution toward, eo it 
isn' t made to seem larger than i ts content, eo 
that it ' s a supplement to the rest ot the Adm1nia­
tration'e program, whatever that ma:r be . 

Right. 

Someti mes a thing is very good in it self, but it 
it 1s presented as saving the world it looks 
ridiculous, while i t 1 s perfectly sensible as an 
item. I think I ' d handle it that vay, in a modeat 
vay. 

That ' s all right. Unders t ate it. 

"A. Projects which are in part or i n whole aelt­
llqui dating: • 
11, Extension ot the United States Housi ng program. 
Additional appropri ati on, 1!00; to be spent in 
calendar year 1940,200. • ' 

Now, Harry, in every case I want 1n smaller t ype the 
number ot people that t hi s v111 give a job to tor 
twelve montbe. 

I totaled that beneath. But you wQnt it in each 
case? 

I think i t would - what do you (Hanes) think! 
' 

I think 1t 1 a all right. 

We can ' t get it all on t he one page. 

I can do that very easily. I've done it already, 
but I didn ' t put it down tor each. I totaled them 
dovri below. 

Ot course, one page - let me read through this. 

1 2. Self-liquidating toll road, tunnel, and bridge 
projects. Additional appropriation, one billion 
dollars ; 19~. ~o. 
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Bell: 

H. M.Jr: 

Viner: 

WIU.t o: 
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"3• Expansion ot Farm Tenancy program t ram 200 
milli on dollar• to 350 million dollars, including 
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30 million dollar • increase in rebablli tat1on lollJis 
and about 75 m1ll1on dollar• 1n tiU'II tenant purcbasea. 
Additi onal appropriation, 150; to be spent 1n 19~. 
100 m11Hon. 

·~. Extension or short-term and long-term loans tor 
the purpose or promoting to reign trade. Addi t1onal 
appropri at ion, 500 million; to be spent 1n 19~. 300 
mllH on. 

•s. Projects which are not self- liquidating: 

•Rapid expansion or the Food Stamp Plan tor distri­
buting surplus commodities to all communities and 
extension to oover more commoditi es, including 
cotton textiles, clothing and dairy products . 
Addit ional appropri ation, 150 million. 

"Expansion on a nation-wide basis or the selt- help 
cooperatives, now auocesetully operated i n Washington, 
D. c. , Richmond and many western states. Additional 
appropriation, 200; to be spent in 19~. 100. 

"About 2.~ billion or the 2. 8 billion is self­
liquidating, wholly or partly. 

•or the 2. 8 billion, about 1.2 billion can be ex­
pended during 19~. 

•or t he 1 . 2 billion addi t i onal expenditures called 
tor in t his program, 600 to 800 million dollars 
would be expended di rect l y or indirectly on new 
employment . I n other words , 1t would absorb r rom 
one- halt to three-quart er s mill i on unemployed." 

How many, halt a m1lliont 

Halt to three-quartere. Why do you repeat t .bat, it 
you say it gives - oh, I see, it would absor b rrom 
a halt t o three-quarters or a million unemployed. 

I'd put in the word 1 d1reotly1 there. 

I t ' s directly and indi rectly. I mean in the second, 
i t it would be direct , it would be l eas. 

I 

• 
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V1ner: 

Vhite: 

H. M.Jr: 

Gaston: 

Bell: 

Foley: 

H. M.Jr: 

Viner: 

H. M.Jr: 
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I tee. 

Prett7 rough t1gure. 

Nov, on th1a thing, do ve want to 8&)' vhat Dan 
sa1d on the agriculture - the rood surplus, and 
do ve want to Sa)' that 150 or it ahould oome out 
or the existing agricultural appropr1ationet 
And &> ve want to aa.;r that the hundred million 
tor t he aelt-help should come out or the ¥PAt 
You see, it ve could ea.;r that, then this would 
mean no nev mone7, no additional mone7. 

I should ea;r that the cotton textile should oome 
out or WPA, or at least part or it. 

You mean Just t he cotton textile or that commod1t7 
d1atr1but1on or all or itt 

Ot the oommod1t;r dist ribution. I should say that 
at least halt or the cotton textile should oome 
out or WPA. 

( ro1e7 comes 1n) 

Good moming. 

Good afternoon. Read th1e 1n a hurr7. This is 
117 recover7 program. Just these two pages. 

92 

It ;rou do that, Mr. Secretarr, won ' t ;rou be mixing 
up tvo di:!'terent t h1ngat One is an 1noreaee 1n 

the spending program tor next ;rear along certain 
lines. The other is the direction 1n vh1ch certain 

upend1tures to vh1ch ve are alread7 committed shall 
be made. It 70u' re doing the second, you are 1nter­
:rer1ng v1th the WPA program, perhaps righU7; 10u 
are suggesting the;r shirt tunds to some other usee. 
The cpeet1on ie, what ie )'Our objeot1 vet It 1t 1a 

to change the direction or these expendi tures, wh1 
atop at those tvo po1ntat You ' re making ycuraelt 
VUlnerable, unleaa you're prepared to aa.:r, •I don 't 
like t he VB7 WPA is apend1ng its mone7. • 

Nov, rou 111 all have to hit hard and hit short. Do 

70u think I should or shouldn't , Jatet 
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Vi ner: 

l!. M.Jr: 

Viner: 

H.M.Jr: 

Viner: 

llh1 t e : 

H.M.Jr: 

Ho.as: 

H.M. Jr: 

Viner: 

H. M.J r : 

Foley: 

H.M.Jr: 

Viner: 

H. M.Jr: 
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I'd say you'd be mixing two things up. 

o. x. 
That you abou1dn' t embark nov, with as little 
preparation as you have, on a critioism or the 
direction or the existing WPA progr~, un1eaa it 
1n some way interferes with a program ot thie 
sort. 

I could say, tor 1nstanoe, to the President verbally, 
•wnat about the cotton export plant I'd say it 
you'd want to, this cotton textile thing will take 
t he place or it.• 

That isn't already in t he Admin1Btration progr~. 
the export subeidy. You oan refer to that legitimately. 
I don't think you should critici£e the WPA directly 
now un1ess you •••• 

To the extent you merely shirt, you reduce the 
etticacy or t his program, whatever it is . 

All right , Georget 

I think it's all right. 

lie 111 go around. You think it I begin to argue about 
other programs, then I 1m eunk. 

That you ought to oon.tine yourself at this stage to 
the question ot what additional items not in the pro­
gram nov •• •• 

Additional cash only takes vhatf May I have t he 
book back, Ed, pleaset 

Yea. 

Two or three hundred 1!111lion. 

And you can reter to items already in the program to 
point out how this would tie in with that. 

Two hundred titty million dollars is all that th1e 
program would take. 
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Hanes: 

H. M.Jr : 

Hanes: 

H. Y..Jr : 

Hanes : 

H.M.Jr: 

Hanes: 

Bell: 

H.M.Jr : 

Bell: 

H. M. Jr : 

Hanes: 

H. M. Jr: 

Hanes: 

Duf f ield: 

H.M.Jr: 
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What vas that total , that two hundred t1rt7 m1111on 
dollars - just for th~ cott.on ter.tilet 
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No, tor next ;rear- I'm going to read 19~ - a hundred 
titty million ror the rood Stamp Plan is addit ional, 
which includes cotton textilee, olotll1ng and dair;r 
products. 

I see. That ' s extending the stamp program to the 
cotton textiles. 

Right . 

And that takes a hundred fitt;r million. 

llo, a hundred million ot it. A hundred or the . 150 
tor t he cotton textile. 

I see. 

And the selt-help co-op thing, a hundred million 
million dollars. So i t 's really - th1s program that 
I'm taking - am I right - would mean 250 million ot 
additional oash in the budget. That ' s all. 

I thought it was about 600 million. That two billion 
tour vas selt-liquidat1ng and the rest had to come 
out or the budget. 

But not in 19~. 

I eee, ;rou 've cut 600 million ott ot that. 

Take a look at it, 

What vas the total ot the road program, Dan7 

A billion, but onl;r • ••• 

Four hundred million ror 14o. 

Where does that tour hundred million come tromt 

Well, all these things - I haven ' t explained - ever;r­
one ot these thing• - the road thing, tor instance, -
that's vh)" ;rou're (Fole;r) in hera particularl;r, 
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Duft1eld: 

H. M.Jr: 

Duttleld: 

H. M. Jr : 
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alao tor your Judgment - we're go1ng to g1ve 
Publ1o Road• a aelt-l1qu1dat1ng oorporat1on ~oh 
vlll sell their own bonds aga1nat a b,.,_• around 
Baltimore or a tu.nnel hare, a bridge there. You 
see, each one ot these things 1s gol.ng to get a 
aelt-11quidating oorporat1on, a corporation to sell 
bonds. 

I 1m ..... 

Well, go ahead. 

I don ' t know whether you want these comments nov, 
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but trom what little work I 1ve done on selt-liquldating 
roads, it has been pretty diecouraging, I don ' t know 
vhnt sort you have in mind, 

We're taltlng reoommendat1on• from Xr. MacDonald, the 
head o t t he Highway Department. 

I eav that great blg report t hey did on toll roads. 
I thought their conclusi on vae on toll roads that they 
weren't feasi ble. 

Haas: That ' s that big long one. 

Duffi eld: Oh, t he long one. 

K. M.Jr: This is mostly by-passes around big oities , brldg~a, 
tunnels. An express highway trom R1ohmond t o Boston, 
tor instance; I think that would pay. I don't know 
whether they would; I 1 ve got to take MacDonald 1 a word. 

Gaston: By-passes around some ot t heae cities would certainly 
make a great hlt. 

H. H.Jr: But not t h18 trans-continental thing. 

Duft1eld : Yea. 

H. M.Jr : Gene, you're getting th1• - it's hard t o ask - I mean 
vhat'a your reaction - state it very frankly - tor 
me aa Secretary or the Treasury to 1113lte t his kind ot 
a recommendation publicly, if I'm asked tot 

Vell •••• 

' 

• 
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H.l·i.Jr : 

Dutf1eld: 

I!M.S! 

H. l!. Jr: 

!!!lAS ! 

H. l<.Jr : 

Haas: 

H. !!.Jr: 

Haas: 
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Or put 1t: tor the Treasury to do 1t, because I 
want everybody to go along if they can. 

Against the background that you mentioned, I think 
1t 1 s good; I mean rather than have a spending pro­
gram sneak up on you in the dark. 

That's right. 

George, hov do you feel about itt 

I reel Just as Gene does , with that preface. But 
I vonder if the public had that preface , knowing 
that 1t comes out of the Treasury - but ot course, 
you can 't give that kind ot setting. I'm afraid 
there'll be a little - I ' m Just stating offhand an 
opinion that they might be a little shocked at 
Secretary Morgenthau doing i t, but I ' m not sure . 

Well, I'm willing to - well, I mean I'd be proud it 
the President wuld let me say this t hing publ i cl;r. 
But I' m doing it tor him and if he wants it it'e up 
to him to decide. I mean this isn ' t like a tax pro­
gram, which is Treasury business. I mean this i a a 
thing affecting the whole Admi.nistration. What I'm 
hoping is that he'll take it and make it his. 

I think i f you have a little publicity to indicate 
a little more the need tor it - ;you knov those 
tigurss I gave ;you yesterda;r were - really surprised 
me - trom the SEC - that compilation they aade of nev 
money. Preoticell;r the onl;r new money since 1933 
has been whet you ' ve put out. 

Ie th.' t right! 

Really surprising. New money net has consi sted 
practically entirely of Just the Federal debt. That's 
counting domestic corporations, tore1gn corporations, 
state end local, and minus the retirements. Iu (lther 
words, you could take the net tigure aa to the domestic 
investors, and they have had nothing net plus to invest 
in except Government bonds. 
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That' a amar.ing. 

That ' s amar.tng, and I th~nk that may give some 
JustU'ioat ion tor this. 

I thought there bad been a debt reduction during 
that time. 

It everybody vlll give me their criticisms •••• 

This isn't debt, it's nev securities. 

You're talklng about net. 

Net new securities. 

Leaving out the reduction or debt. I don ' t know 
what you mean by debt. 

!Unus retirements. The Secretary wants to go on. 
I'll explain it to you. I'll give you a copy. 

What would selt-help spend a hundred million tor, 
Harryt I haven't seen the report . 

It goes tor raw materials, some very small amount 
or machinery, rent, light, power , administration. 
She couldn't give me a breakdown; I asked her tor 
a breakdown as to relative amount s ot each, but •• •• 

Pretty largely administration and capital, to get 
started, like the one here. Ve gave them tltty 
t housand dollars the first 111ar, I think, to get 
the machinery and equipment. 

Kay I have mine back aga1nt 

Sure. 

Well nov, let me put i t a d1tterent way. Supposing 
we had - I still - on this, tor instance, B, those 
proJect&, how much - you see, you have 150; this 
doesn't show the President that there is in the 
bill another - I take it another hundred or two 
hundred. 
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I thought that sqe 1 Add1t1onal appropriation. 1 'l'ba 
memo explains that. 

Also he 111 aelt me the queet1on - well, I haven't 11:ot 
all this - he 1ll ask me the queotion - I mean canlt 
there be some way to show •• • • 

lfe can put a phraae on there that th1e is 1D add1t1on 
to. 

And how much there 1s in tho b1ll. 

Do it 11lte .t.-3· You ' ve dono it Jus t that vay 1D 

.t.-3· 
Except the explanation 1B a little longer. 

It goes over tor two pagea. 

We can do 1t. 

I don 't know, tor instance - B-5 - hov much is there 
in the preeent bill. I' d say that, since he ' s thinking 
ot vetoing that bill, all the rest of that . 

We can put that in. 

HuM 

Yes. 

And also under B-5 say how many people. If you haYe 
150 and, I t ake it, plue - how much 110re in the bill, 
200 or lOOt 

No, total expend! t ure of 250 m1111on dollars tor the 
calendar year. 

.t.ll right. 

'l'bat would apply to B now. There's 90 mllUon customs 
and 113 million added by the Senate. That's 203 
million, I think, Harry. 

Yea, but t hey expect to uae a hundred million of that 
tor something elee. 

• 
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I see. 

That 1 s the point, :rou see. I wan-e to know bow muub 
in 19~ oan be used for surplus rood tickets. I 
want that al.l under 5, so I have it thare. 

I t ' s 150 million. 

And how many people that will reach, see? 

Hov many it will reach, and bov much nev emplo)'lllent 
on each one. 

Well, yea, it you could figure that in terms ot 
employment. 

Roughly, it will be very little. 

Well, I don 1 t t hlnk it will be particularly sign1t1-
cant, but bov many people will that reach; and alao 
thls little sentence: 1 Th1e will reach fifteen 
million people who are on direct relief from States 
and oi t ies and who are now reoe1 v1ng between ten 
dollars a month and1 - what ever the top figure is 
per month per ram~:r- •rrom the States and cities. • 

I know in \feat Virginia the min.imum is ten. See what 
I meant I want to get t his in. I've got to have 
something to sell. 

That's all in the memo, but I didn 1t know you wanted 
it here. 

Well , I can't - I haven ' t got time to learn it. 

Well, as long as we can run over tvo pages ••• • 

When I pick up number 5 - "Nov, Mr. President, with 
another 150 million dollars - a 100 in the bill makes 
250 - there are in t h i s classification, Milo Perkins 
aa;rs, l S to 20 million people who are underfed and 
underclothed - we can reach with 250 half of t hese 
people. These people are now getting trom the States 
and cities a minimum or from ten dollars per month 
to •••• •- whatever the maximum i s that any State 
gives them for direct relief - 'and this i s to supple­
ment this shocking condition. • Something like that. 
Right! 

.. 
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(Nods rea). 

In other words, I don 1 t thinlr. that hs knows that 
Milo Perkins is talki ng in terms ot serving 18 to 
20 million people. And with 250 million dollars 
we ars goi ng to reaoh so manr ot them, and that 
t hese people nov are on11 getting trom ten dollars 
per mont h to whatever the top figure ie on direct 
relief. 

An additional 150 •illion dollars would be needed 
to extend the t ood stamp program to 15 mi~lion 
el1g1ble people during the OOID.1.ng t1acal 1ear. 

Well, Just put in that. But I want to get 1n a 
sentence about what these 15 &illion people are 
getting nov on direct reliet. Ther're all on 
di r ect relief, I take it. Well, make sure, aeet 

tlo, I don't think so . 

Ther ' re on some kind ot relief - Agriculture. 
Ther' r s not on \IPA; thsr shifted them back to Agri­
culture. or course , the)' onl)' take about 350 or 
4oo thousand tam1liea. 

State and local direct reliet. 

I don't think ao. 

Where would this one be - B-57 How could rou rater 
to thatt Where 1s the supporting datat 

That ' a under 5. 

Under 5. 

The Food St~ Plan? 

Yes , that ' s right. 

These are all supposed to be persons getting public 
assistance, whether or not the public assistance 
means rel1et. 

• 
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Excuse me a minute. (Goes out and returns in tev 
minutes with Mrs. llotr;). 

I don • t think you can epend lloo million dollars in 
a year on those. 

On whatt 

101 

On 2, Mr. Secretary. You have a billion doll ars tor 
self-liquidating toll roads, tunnels and bri dge 
projects. Nov, that vas the Republican proposal in 
1932 and that vas the provision that was put in the 
RFC Act, and I administered part or that when I tirst 
vent into the RFC, and our record vas very, very sad. 
And that was what led to the starting or the PWA 
program, because we couldn' t get any money out on 
that type ot project. You have to tinanoe them, and 
t hat mesne that you have to have in eome inetanoea 
St ate legi slation and you have to eat up your pro­
jects, you hAve to estimate them, and when you 
finally get them approved and you get them under way, 
you lose a great deal or time. And then it takes a 
lot ot time before you actually get any money out 
at all. 

8o that I think 4oo million dol.lars on a billion 
dollar program or that self-liqui dating character 
is a l i ttle optimistic. I don't think you can get 
it out. 

Can you make commitment• tor lloo milliont 

You can make your commitments, I think, but you ' d 
have to work avtully hard to .make that many com­
mitments on that type ot a program. 

You see, Mr. Secretary, these tallows have been - I 
mean ever since 1932 the Government's been going 
awa;y trom thD.t rigid standard that vas set up at 
the time ot only eelt-l1qui.,at1ng projects. We 
broke it down tiret and we had projects t hat were 
retired trom taxation, and then we started 1n by 
giving them a grant, a smaller grant and then a 
bigger grant. · So lots or these f ellows aren't 
interest ed in anything unless t here ' a aome bal t 
attached to it. And to awing back now to what you 

Regraded Unclassified



li.M.Jr : 

Foley: 

H.M.Jr : 

li.H.Jr: 

Foley: 

ll. l<. Jr: 

Foley: 

H. M.Jr: 

- 16 -

did 11x or aeYen :rears ~ 1a going to oauae eome 
element ot delay, and it s going to be a little 
while betore these tellova are going to adjust 
tbemeelYea to 1t. I 1• merely arguing that the .... 

Are you arguing tor another PV.l appropriation! 

I ' m not arguing tor an:rtblng, sir, I merely point 
out what I see. 

! 02 

Kay I say, I'o glad to get that, but where I d1 tter 

with you - I can point out to you where an organiza­

tion has done it and done it much more auoceaetully 

than the Federal Government, and baa done it ao 1t 
doesn't coat the community one red cent; and that's 

Mr. Robert Moses, and he 's built bridge atter bridge, 

tunnel atter tunnel, all on a selt-liquidating cor­
poration basis, and baa done it a hundred percent 
suooesetul , beoauee the tellov i s smart, hard-hitting 

and industriouo, and he 1e made a great suoceee ot it. 

Yea, sir. 

And ve sit baok here and give them more and more bait 

and do it by g1Yi.ng the money avay. Now, Robert Uoses 

baa been a hundred percent auccesetul from '32 to 

'311. 

But there 1 a only one Robert Moee a 1n the whole Un1 ted 

states, 81r. 

All r i ght, let's hire b1m and make him oome down here 

and mnke b1m the head ot Public Works. All right, 
nov, the President had blm - be bates hlm, but he bad 

blm work under him; he vas the head or the State FAir 

Coomi.ssion. He vas under me vhen I vas ConaerYat1on 

Commissioner. · 

I knov it, sir. 

And you oan work blm. But it ca.n be done, and as 
opposed to that, I won't personally go out and recom­

mend another PW.l, and uaing the bait ot 45 or 55 per­

cent to bribe theee people to do it. But I v1ll 
tollov, tor want or a better name, the New York 
Authority Plan wbloh has worked. And I hate to think 
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that there 1a only one Robert Moeu, and 1t there 
is only ono, lot's hove hill oome dovn here. 

103 

Mr. Seoretarr, 111a1 I aalt it these roade and th1nge ... . 

Nov, I did it . I did it. The tiret million dollar 
appropriation that Nev York State got - the only 
department that vas ready was Conael"\'ation, and eo 
one Harry Hopk1no and Jesse Straus gave me three­
quarters ot it, because I could use it. It can be 
done. I got throe-quarters ot tho tirst State 
appropriation tor the unemployed when I was Conserva­
tion Commiseioner. I 1ve been all through th i s myself, 
And I think that this thing - to ei t here - I 1 m not 
angry, I'm juet poaitive- and admit that ve haven't 
got a tellov that 1 e as good as Bob Koees and there­
tore ve 1ve got to continue to give avay these ba1te -
I think it's a shameful admission. 

Well, I think that's a little too strong. Bob Moses 
is a genius , no question about it. 

Let 'a bl!ve him como down. 

Jake, it isn't just a question ot Bob Moses doing it. 
Most ot these projects are local projects. You can't 
do it trom Washington . You've got to hove a Bob Moau 
1n Ban Francisco, in Chicago, in New Orleans - got 
to have them all over the country. It isn't just here. 

This would be Federal projects. 

This would be Federal projects. 

These are - the Bureau ot Roads has been pl anning 
these things tor a number ot years. They have the 
specific projeote and their plana are matured much 
more than they vere. Nov, whether they're suttioiently 
matured or not, I don't knov, but they insist that 
they could get a million dollars worth 1n 19l!o, g1Ting 
them seven or eight months' start; that 1e, tor the 
calendar year 19ijo, which ia the eetimate there, ot 
which 200 would be tor land. They t1gured a bU11on, 
so I out their billion trom a billion to l!oo million. 
They insist on a billion. They say they ' ve got a 
lot ot plane alread:y drawn and 1t we give them 
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eeven months ' head atart Che7 can 4o 1t. But I 
agree with 1011 tbat tber ' re .,.rr opUaieUo. 
Whether it ' e tour, three or two, I don't know. 

Harrr, ie that what • • •• 

Juet a minute. Tb1a plan we ' ve been working on tor 
a year, under this F1eoal and Monetary Group and 
under the National Reaouroee, and there's one man 

104 

been in charge ot it, and be's t hia reactionarr r1gbt­
v1ng man - I gueas he ' e a Republican - I don ' t lmov, 
but be • e a most - I don't know bow he ever got th1e 
job, but he's the tellov that de•eloped this road 
plan, and h1s name 1e Mordecai J:ultiel . 

He juet t ook it !rom the Bureau ot Roede. 

When East meets Veetl 

For the sake ot the record, I th1nlt rou mar have 
Mordecai E~ek1el wron~ae compared to a lot ot the 
others, he i8 rigbt-v1ng. He doee vork along to ••• • 

You don't think I vas being tunnr. 

Well, I -no, I wondered. E&ekiel i8 d etin1tely •• • • 

Go on, I'm kidd1.ng. 

He vante to make the ayatem work. 

That ' e right. He 1e ot that small group. 

8mall group, mostl7, in Vaah1ngton - moat ot thea 
!rom Chicago and pointe Veat. 

I vaa pointing out what you're liable to haYe aa1d 
to you, that's all. 

Go ahead. 

We have combed 1n PVA and the RFC these local bridge 
projects and these self-liquidating projeota around 
the oountr7, and moat ot them ba•e been buUt that 
ha•e been eet up. Nov, it'• pertectly true that rou 
had a f1ne Autborit7 progrp up 1n Hew York. I 
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worked on all or that legielation and I handled 
moot o r the financing tor that New York program, 
eo I know a good deal about it too. The tunnel 
under the Eaet Ri ver, the Tr1borough bri dge, all 
thoee pro ject& - the tunnel under t he Hudson -
those are all - there ' e a grant in all those projects, 
sir; t hat makes the financing or them o. little bit 
bet t er. If you didn 't bnve the grant tor the tunnel 
under the East River, it probably ~ouldn 1 t be a salt­
liquidat ing p roject. You'd have t o back your bonde 
up with something else. But each one of t hose pro­
Jeote hae a little cushion i n there ae a reeu.lt ot 
the grant tbnt t he Federal Government bae given. 
Tbat makes it eaeier to eell the bonds, makes it 
easier to make the projects pay out. 

Now, I don't know whether it would be possible to 
get a set-up on these toll roads around the country 
in a year's time eo that you could get ~ million 
dollars epent on t hee withi n that year. That ' s the 
only point that I 1 m bringing up. I think 1t you 
took the money and Just went out and you di dn ' t have 
to finance it -all you ' d have t o do i s spend it­
you ' d have a tough time gett i ng ~0 million dollare 
d i sbursed on a bi llion dollar program wi thin a year. 

Maj or portion ot that, or a substantial portion, 
would be tor the acquisition of l and. 

That takes time , Harry. It takes an awful time to 
aoquire thi s land around cities, where you have to 
go i n and condemn, you have t o go t o court, and you 
have to be delayed and pay the money into court, and 
there are appeals and everything else. It take• 
an awtul long time betore you • • • • 

Well, that period is covered - l S, 19 months , 

And you have to be very, very caretul, because there 
are all kinde ot opportunities tor gratt and tor 
&peculation and tor all the rest ot it. As soon aa 
they t i nd out that the Federal Govemment 1e t he one 
that'e buying, the price goes up and everybody gets 
in and tries to get his l ittle bit. It isn' t as 
optimistic as i t appears, and that' s all I ' m trying 
to poi nt out. I• ~ no t arguing tor any kind ot a 
program. I don ' t think we ought to shut our eyes 
to what we have learned during t he last s ix years. 

• .. 
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Th1e calla for the creation or a new autborit:r 
vh1oh would a111Pl1f:r eome or those :~~robleme . 

I understand tbat, Harr:r. I don't think it aaltee 
an &wtul lot or d1!!eranoe whether :rou do it with 
the Federal autborit:r or whether :rou do it with 
local authoritiaa • • •• 

Oh yea, you'd have to • .•• 

•••• and haTe cooperation with the local people. 
It ' s a little raster to do it with the Feder&l 
Authority, but you ' ve etill got to get the land • . • 

Wouldn't you have the right or condemnation? 

You have the right or conde1111at1on, but you know 
vbat that ie, air. 

Ir you do i t th1e wa:r, :rou could go ahead and uae 
the land and settle ola11DB &rterw&rde. 

I think -we could do that . 

Which would make &ll the d1rrerenoe 1n the world. 

We could do that. I t would help a good deal, I 
th1nlt. But after all , when :rou 1 re up aga1ns t 
getting out 4oo million dollars on a billion doll&r 
program within a year, you haven't got an avtul 
lot or tilDe. 

Well, it ien 1 t just • ••• 

It's eighteen months . 

llell , even if it vent over - all or these th1ng e -
we ' ve got a oueh1on nov !or the next six month& 
because the people couldn ' t spend it. You're just 
&rguing the V&J I have ror the last !1ve ye&re on 
these th1nge, tbat these things never get out during 
the period that :rou want the• to - the 110ne:r. But 
on the other h&nd, you take this formula which I have 
laid down tor m:rael!, 'llhioh I am willing to at&Dd 
!or - and :rou1ve got to do this kind ot thing. 

• 
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Now, polling Perki ns yeeterday, he wae eaying that 
he finds that even though he i s only in one oity -
two ci t ies t~date- Dayton- the very !act that 
they are coml.ng raises the people' s hopes, so that 
they have eoaeth1ng to look forward to. And 1! they 
knew that whatever these proJects were , they were 
al l in blue prints and there were all these contracts 
being le~, it would give the people t he reeling that 
there is something under way. 

That at!ecta bua1nese, t oo. 

And i t at!ecta business psychology. And the whole 
purpose or t h i s thing - I don' t know, he may throw 
it in the t rash basket - t his i s something that I 
hope everybody in the Treasury can any, •well, we 
stand tor thie t hing publ icly. • But I don ' t want 
to at t h is t i me go back to t he technique which we 
have used !or t he last !ive years , that we ask 
for a billion and a hal! tor the unemployed and they 
always k.nov - we always come back t or one , two, or 
t hree additional appropriations. lie don 1 t train 
people to give them skill so they can go back and 
really earn a living, and we still have t hese 1a or 
20 mill i ons or people who are living 1n shocking 
conditione. 

Nov, t hi s is my contributi on , and I don't pretend 
tor a minute that 1t' e go1ng to eolve the unemploy­
ment program, but I think i t ' s going to help, and 
it mi ght help t o the extent t hat we wouldn't have 
to go back again next January and February and ask 
tor an additi onal appropriation over the billion 
and a hal t . Nov, it it did nothing else but make it 
possible that we'd put enough people to work so they 
wouldn't have to ask tor another appropriation !rom 
the Congress after the tirst or the year , that would 
be an accompli shment. 

This would be in add1 t ion to the billion and a halt 
tor IIPA. 

~ell , tollov1ng Viner' s advice, I wouldn 't question 
any other appropriation. This would be supplementary, 
yeo . This would be over •• •• 

.. 
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You say lg months, Harry. I s th i s a program beginning 
July 1 or January lt 

The presuaption i a you'd begin it July 1, but you 
vouldn 1 t get any money spent the first aeven or 
e i ght months. 

Your lg months might run from say January 1, 194o 
unt i l June }0, 19~lt 

No, January 1, 19~1 - that you would reach - along 
next spring and sWIUIIer you would reach an expend1 ture 
somewhere i .n the neighborhood or 4o million dollar• 
a month, possibly, or which a portion will go tor 
non-employment-creating expenditures - purchase or 
land, eo on. There are many who agree with Ed that 
t hat is a generous estimate, but again I think it 1s 
a question as to ho>1 fast you push it. It allows 
seven or eight months to ge t going, plus the raot 
that they seem to have made - I don't know actually 
how much, but the report seems to look very mature, 
the specific projects seem t o look mature on paper. 
Whether that means anything or not, I don't know, 
but they claim they ' ve got a billion dollars a year. 

If you gave it to Harry Hopkins, couldn't he do it 
on schedule! 

Ho 1e never done any financing, Jake. He could spend 
it if you gave him t he dough. He could get it out, 
probably, but that' s all. It's another thing to 
financ e t hese projects. 

It's a different technique. It the President could 
avallov it and make Bob Moses the bead or the nev 
Public Works Department, he 'd get it done. 

He could do it if anybody could. 

You know, it isn't such a crazy i dea - you knovt 

The Bob Moses idea, you mean. 

Make Bob Moses the head or this - what do you call itt 

Federal lforlta Agency. 

' 

• 
.. 
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Not a Cabinet job. 

Pretty good idea. 

1C9 

Bell i No, 1t 1an1t a Cab1nat job. It haa to have con­
t1rmat1on ot the Senate. 

H.li.Jr: 

Foley: 

Viner: 

H.M.Jr: 

Foley: 

llotz: 

!I .M.Jr: 

Viner : 

li .M. Jr: 

'llll1 te: 

Viner: 

White: 

That would help get 1t done. 

Sure 1 t \Ould. 

Be hard on Nev York. 

He'd take H. 

Would het 

I don ' t think so. 

I th1nlt he vould. Well - but you need somebod)'. 

There would be tun here. 

There vould be lots or tun here. 

You bet your lite. 

Th1a whole program - it :rou wuld get the 111hole 
program, and some or these items might be doubtful 
ot obta1n1ng, :rou 1 d only have an abeorpt1on ot rrom 
halt a million t o three-quarters of a million unem­
plo:red, which 18 no more than the additional nuaber 
ot labor eupplJ that noruallJ takes place within 
a year, ao that - I mean the eum total or the pro­
gram 1n its ettect on recoTer:r mustn't be exaggerated. 

Well, I 
do1ng. 
to take 

tell 70u what I th1nlt might be worth while 
Put 1t on that baa1a. Sa7 "As an est1mate, 
care or the ••• • • 

• • ..• accretion. • 

That's a populat1on growth taotor . 
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llorltlng population grovrth factor . 

It roughly they correspond, that fixes the amount 
of your program. 

And our contri bution to the recovery program is ·to 
take care ot the additional unemployed which will 
be created in 19~-

Gi ves you a very gloomy picture t or ·~. 

It is a gloomy p i cture . 

I don 1 t think there ie anything to be gained by 
s tating t hat. 

It l~uld be close to tact. 

• • 0 --

Clone to tact, but you wnnt t o ge t all the psychol ogi­
cal effect you c~n . 

You would 11lte in addition t o get some real effect -
1n addition. 

One of the osychologi cal efteots which I think would 
be the mos t i mportant ot all, f\1\d I•ve always tried 
to b e a hundred percent s inoere with you people -
t hat i f the President would say publ i cly tha t this 
p rogram is planned so that i t will suJ)plement and 
not coopete 1<1th private enterprise, and that it will 
reach the lower - and i s des i gned to reach the lower 
third, and that it should be as self-liquidating as 
possible, and t hat that ' s the waY the Governoent is 
going to - t he trend ot the Governoent - now, if he 
would eay that, the psychological e f fect or t hat would 
be worth everything. Don 't you th i nk so, Johnny? 

l1ore t han the money , 

Say t hat louder. 

Just said it would be worth more than the money. 

That ' s it. \/ell, I'm- I mean I' m aluaya frank, and 
I agree with Johnny that if the Pr esi dent would be 
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w1111ng to ear that, that be 1d get tb8 beet preee 

be ' a bad 1n e long t1ae IUl4 would a!18ftl' so lllallr 

of the quuUone and wouldn't be g1v1ng up an 1Dob. 

Do ;rou tb111lt be woul.d, Edt 

Jo, I don ' t think be would. 

What d1d rou ear, Harrrt 

I don 1 t know bow muob good the press will - what 

difference that will make 1n bus1neee aot1v1tr. 

Make all the difference 1D t he world. 

Kr. Seoreta.l'J', we etarted 1n PVA, we got go1ng 1n 

August, 1933, and on the 3ht of DeoBllber that rear 

we had 25 m1ll1on dollare d1ebureed, and I had to 

oloae loans 1n plaoea where they d1dn 1t need the 

aoner 1n order to bave 25 m1111on dollar• out at 

the end of that :rear. 

Nov, when the RrC d1d 1t, ther e tarted 1n June, 1932, 

and at the 111d of the rear, December 31 , 1932, the:r 

didn ' t bave out five million dollars d1sbureed on 

t hese eelf- 11qu1dat1ng projects. 

Duffield: And how muob of that 11 due t o the taot • •• • 

Foley: And we have learned a lot e1nce then, and we have . 

implemented the State lave, we 've got lave paeeed 

in all the Statee tor these eelt-11quidat1ng projeote, 

and vo bave learned a good deal. But that 11 the 

record on tboee two prograJu tor the t1ret eix 
monthe, and that' e vhr I e1mpl:y ear that that 1 e what 

tbeee other people 1n town are going to ear to ;rou 

when 70u talk about 11oo m1ll1on dollar• on a eelt­

l1qu1dat1ng program. 

Whi t e: How much would 70u 11ke to eet the t1gure att 

Fole:y: I don't know ..mat the t1gure 11. 

H.M.Jr: Juet a eeoond. Dan , when we etart on the t1ret ot 
Jul7 tbie :rear - I want two t1guree. What 11 the 

backlog ot the unexpended publ1o worlte twlde ae ot 
the t1ret ot Ju1r - unexpended - what 1B the baoklogt 

• 
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And two , how muoh woul d be the new tun~as 1t 1 s 
written newt 

In other words, how much will be avai lable from 
old and newt 

Well, I want the old tunds and the new tund.a . 

Do the old tunds have to be reappropriated? 

No. 

You t7&nt all publ i c works. 

I want all nublic work a - everything - ltari time 
Commission for ships, armaments , Navy, \lar - any­
t hing that b'OOS to put people to work. \\'hat are 
t he old funds that we 1 re golng to carry over and 
what doea it look like, including a billion and 
a hal t new unemploYJ:~ent tundst I aenn those two 
tlgurea . !low, what I' m getting nt ls - •o. K. , 
everything you say I agree with, but t h is thing 1e 
to be auperlmposed on that . • l·fe have enough old 
funds and new tunds to carry us acti vely tor 12 
months, and t his would begin to catch, .say, not 
ror 12 montho trom now. But again, the very tact 
t hat it took so long is an argument in my favor 
in presenting it to the President, that he should 
get it out at t his Congress and not try to get it 
next January. So many people te l l him, •save all 
your programs until next J anuary. • That's where 
I <Utter , seet 

I think that's ;ight. 

\fould you be happi er Mr. Secretary, 1t we oade 
that 300 instead ot 4oo milliont Little easi er 
to defend. 

All right. 

112 

There is this oharacteristio about the prograo that 
you have stressed, and I thi nk i t gains in eaphaeia 
by virtue ot the tact that i t is, I would say, one o t 
the chi ef meri ts o t the program • • • • 
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Cbeapt C- h-e-a-pt 

-i-e-t. The over- all oharaoteriatio ie that it ie cheap, but I Mean that it ' s - but I mean it doeen ' t involve enough aoneJ; but the chief characteristic ia that they are new types ot expenditures vhl.oh strike just where they are moet neceeeary and juet where the New Deal needs to strike. I mean that ' s the important thing about this progru, and that 'e 
why I thinlt 1t Jaclt '• point 1e etreaeed, that th1e ia to supplement any other program, then it can stand on ite own teet and get a lot ot defense . What it might supplement the other boye may •• • • 

May I just digress one m1nutet I thinlt it's very, very bad - you (Bell) were to let me know, young fellow, yest erday about that T.V.A. thing. 

I didn ' t get hold of Blandford - I just chased him all over the State ot Tennessee - didn't get bold of him until about ):oo o'clock. He wae to look into it, co neult h.ie Boa rd, try to let me ltnow last night or tiret thing in the morning. He waa a little bit doubtful as to whether they should reduce it. But I called attention to the fact that he would have to spend it by June 30, 1941, and he said, •well, maybe it will be ditticult to get it out within two years, maybe we could reduce it 25 or 30 million.• 
He 1a to call me back this morning. 

I aust have that when I go to eee the President. 

Just a question ot getting hold or him. 

You (Ranee) might tell that to Doughten. 

Yea. 

Again, it 'a the same thing I wao tallUng about - that if the Preeident were sa tisfied t hat he couldn't use up the hundred and would out t his t o vhat would be spent within tvo years •• •• 

June )0, 1941, the re-authorized fund• tor that pur­pose expire. 

::.23 

• 
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Again he woul d •AT• •I only want the T.V. A. to do 
what hae been pl anned. I want them t o have the 
money. Ther e is nothing up my sleeve. They n~ed 
70, 75 mi lli on dollars. No aenae or gi ving more 
to them than they can use within two year s. This 
is all they can use, gentlemen. There ' s not hi ng 
up my sleeve.• 

That would have a wondertul etteot, have a wondertul 
etteot. For instance -I don't like to mention names, 
but I had one of the people cloeeet to the President 
in here soce time ago, who had eoceth1ng to do '111 th 
public utiliti es, and I said, "The President tells 
me that I don't understand hie public utility pro­
gram and 1t 1 s perfectly s11:1ple, there's nothing ­
everything is done. 1 And this man 1e one of t he 
ranking three or tour or r ive people that the Pr esi­
dent calls 1n. I said, •well, you explain it to me. • 
He said, •I don ' t understand it.• He said, 1 And I 
ought t o. • He said, •I oan 1 t explain it . • And there 'a' 
one or the three or tour people that he call s in to 
advi se hi m. 

Couldn ' t underst and i t . 

Couldn't understand it and couldn ' t expl ain i t , ae 
to what is the Administration program toward publi o 
utilities. 

But it the Pr esident would take this hundred million 
dollar thing and say, 1 No, I only want T. V.A. to have 
what they need tor the next two years, • I thi nk i t 
would help like hell , because t he President hae t old 
me that he has no new proJects up hie sleeve. All 
right, this is hie chance to demonstrate i t. Check' 

Right. 

Johnny, you ' ve been very quiet on this. Do you want 
t o cr i ticize i t or make any suggestions' 

No. I would l eave ott the first page. About all -
what I' ll SAT about the second page i e , without 
giving any more t hought t o it - I like it better 
than the spending program I have heard dUcussed. 
Whether that' s ot!ioial or not , I don ' t know, but 
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all these spending progr!lllls are not going to do 
business good or any kind. I like your extension 
ot the Stamp Plan. But in so tar as a program 
designed to encourage buei.nees, I don ' t hold out 
any hope tor that, becauee I don ' t think it does. 

This program? 

No , any spending program. For that reason, I'm a 
litt le bit sorry to see the Treasu.r y go out on what 
mi ght be termed, or might be thought to be in the 
public mind, t he advocating or a broad spending 
orogram by the Treasury. I naturally shrink from 
that sort or t h i ng. I will say, though, that I l ike 
this approach tar better t han anything that I've 
seen to date. 

Well, don 't you think I ought to have one? 

Yea, I do . 

I n view of what is happening. 

I~ critic i sm is purely destructive, in the absence 
ot having oomething concrete to offer. I say what 
I said to you yesterday, that I don 1 t t h ink you can 
fight by saying, •well, I don't like your program.• 
Then what? 

So I think that you're qui te right in trying t o f ind 
something that would supplement or augment private 
enterprise and not jus t go on a big broad spending 
spree. \fe are already on a spending spree. lfe 've 
ten bil.lion dollars already. Nov to say to the public, 
0 1/ell, ten billi on isn't enough, we've got to have 
two billion more or three billion more or tour billion 
more• -it' s going to do wnnt George Haas says, and 
what it has done since 1933 is to stop private invest­
ment and pri vate enterprise. The dollar has jus t 
gotten so timid that it just will not come out, that's 
all there is to i t, IUld a spending program 1B not 
going to enti ce it out, in my opinion. Again I 
apologi~e tor saying it that way because I say it 's 
purely destructive and i t isn't a constructive criti­
cism. I don't like to make a destructive criticism. 
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But i n view of the i nventory or the pul se or 
lfashington the way it i s now • • • • 

Just what I said yeste rday, t hat i t ' s the alternati ve. 
Put i t this war: it's the lesser of two evils. 

Seeas to me there ' s a constructive criticism implicit 
in your reaarks, J ohn. I'd l i ke to push it to the 
inevitable logic or your position; that i s , to curtail 
expenditures. That woul d follow from the assumpti on 
that any increase in expendi tures i s going t o di s ­
courage business. Busi ness i s already suffi ci ently 
worried. I don ' t see how you can avoi d the inevitable 
deduction that the way t o restore conf idence and the 
way to improve the attitude of busi ness eo they ' ll go 
forth and cake investments, which they are not making, 
is to curtail expenditures . And the program which 
you ought to be ready to support , whoever agrees with 
you ought to be ready to support, is a curtailment 
of expenditures right down the line. If it ' s not 
poli t i cally possible, it 1 s just too bad, but at least 
that i s what you ought t o recommend. In o t her worde , 
I don 't see how you can ride bo t h horeea. You either 
have t o take t he position t hat an i noreaee in t he 
Government contri bution i n the way moat desirable -
ot' course, self-li qui dat ing expenditures would be by 
far oore desi rable t han WPA or anything el se; in fact, 
the others should be eschewed as much as possible 
by virtue of its history - but you either take that 
posi tion, that t hat addition to purchasing power will 
not help to get business going unless you can get 
some of your basi c recommendations througn, if, as 
and when you do get them through. So if you follow 
that l ogic, it seems t o me inevi table that you have 
to t Ake the posi tion t hat the way to get incr eased 
privat e investment - that ' s where the big source or 
investment lies - i s to cut expenditures. 

Or raise taxa a. 

Or raise taxes, or both. 

Well, I subscribe heartily t o both t hose plane. I'd 
like to see both. 

\fell , I think i t ' a a comprehensi ve suggestion. It' s 
one I don ' t agree with , but i t certainly i s a com­
prehens i ve one . 

.. 
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I'd like to see every ettort made by the Govern­
ment to have a comprehensive tax progra.m to take 
care ot the expenditures. 

I don 1 t think you 1 re quite right in calling that 
a destructive criticism. It is a detinitely con­
structive cr1 tioism. That 1 e your program. I take 

: 17 

it that that's Jack's program too, beoauae he 
expressed the same sentiment, unless I misinterpreted 
him. 

I believe in a spending progrBD, but only when it ia 
connected with a situation and a policy ~ich peroits 
the spending to have a stimulating ettect and doesn' t 
neutralize it by restrictive ettects. I believe in 
it as an emergency program, as a short-run program. 
I say we have had a tremendous spending program and 
it ' s been a tlop as a spending program. But I'd 
start again on the same baai a ot spending it you were 
in a deep depression. The English get improvement 
wit hin.. tvo months attar they start a spending progra.m. 
They're already talki.ng abo ut bottlenecks 1nlabor. 
Six months age they were in a depression. 

Those are not comparable - starting trom a high level 
ot business activity, with an armament program. Let 
the Government embark on a three billion dollar 
armament program in addition to what they have nov, 
and you talk about •everybody holding back trom in­
vesting ••.• 

They had a balanced. budget to start with. 

There are so many other raotors that you shouldn't, 
ot all people, compare .them tor t his purpose. 

I' m jus t saying the spending program is given no chance 
in this country. 

Well, we didn't start it trom a high level ot business 
activity. 

I can agree with Viner a hundred percent. 

I agree with him a hundred percent, too. We've been 
loading the horse up by the bridle and hitting him 
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in the noaa ever7 step ot the way. That ' s the 
truth about the matter. And until we atop that ••.• 

Dangling a carrot in t ront ot him t o make h im 
come torvard, and everJ time he comea up we give 
him a good ltlok. 

That 1 s what keep a the horae going. 

What did, Harry? I t keeps him uncertain. 

Like all analogies •••• 
mule going. That 1 e what 
him on a treadmill, keep 
nose. 

That's what keeps the 
the7 do, you know, keep 
the carrot in tront ot hie 

But they don't stand in trent ot him and hit him 
on the nose every etep ot the way - on the Jaw. 

The only trouble ia, the mule baa become educated. 
The system ueed to work until the cule became edu­
cated by economists. Too many atatieticiane in 
the world. 

That 1 e right too. That's another element. 

That's a problem ot ita ovn. 

Did you hear that onet 

We ought to have open eeaeon on econominta. 

On whatt 

On acono!llsts. 

One t hing - in the Treasury, we only let one l awyer 
in our conterenoea - one at a time. Three economiata 
and one la.~~Yer. 

For t he sake ot r oleJ, though, you ought to know how 
many there are. It all the economiata were laid out 
end to end, it would be juat as well. 

The only point there would be in that •• • • 

' 

• 
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J ust as well , and hov long would i t be? 

NO\t, that broke t he tension. 

Harry, unless I get something ~ich euits me, I'd 
rather have no introduction, in the tirat place. 

119 

Uell, we 'll either - we'll work that over and show 
you something which you oon slip i n at the last 
minut e it you like it. 

llov, as to arrangement, when we cone in here rl t h 
£coles, it he's coning, and the rest or t hea, should 
we s t art first on their pr6gram, then show them thist 
I haven 't had time to go over thi s thing to show the 
President t h i s morning as to the basis. h~ere ia 
that t 

That 1 s here. 

I think you'll probably have two altamat1vea, as I 
see it. Wit h inaurtioient information you come tor­
ward and say, •Here l s a Treasury program,• on your 
own lnitl~tive, tor i ncreased spendi ng. Or you are 
racing a situation in Which lt becomee obvi ous to 
you t hat there is going to be a program and you eay, 
•tr you're going to have a l)rogram, will' not take thie 
rather than the one you're thinking aboutt• In terms 
or your previous history and the h istory ot t he 
Treasury Department , and the long-run function of 
the Treasury Depart ment, I 1d prefer you to be in 
the second position instead of t he firs t. 

Uhat is the second! 

The second is that you ' re faced with an inevitable 
spending program and you eay, •It you 1 re going to 
go at 1t, why not go at 1t this wayt• 

Well, what I thought - what Director of the Budget 
Slllith said last night was a good suggestion, ~~ t we 
go over there vi t h an eoonoaic analysis why 1t 1e 
our beli ef that the national income won 't be any 
greater next year than thie, you see, and lay tha t 
foundati on. I take i t we have t hat, haven 't we, 
Harryt 

• 
... 

Regraded Unclassified



tlhl.te : 

H.M.Jr: 

Vh.1 te : 

H. M.Jr: 

H. M.Jr : 

Viner : 

H. II.Jr: 

!20 

- 34-

Right. 

Then the Pres1d~nt 1s apt to say, "All right, that ' s 
what everybody tells me, and eo vhatt Vho ' s got a 
programt I'm sick and tired ot having people tell 
me that it i en 't going to be any better. I'm just 
sick and tired ot that. What have you gott• 

I say, "All right, Mr. President, here's the Treasury 
program, whi ch, these people agree, so torth and so 
on- it you want a program, here is one.• 

I think they 'll like it. I can ' t imagine • ••• 

The reason I want as litt le editorializing as possible 
i s because I 1m sure t his wil l be handed all over 
lfaeh1ngton and, comi ng trom the Treasury, I'd much 
rather let it rise or fall by the weight of i ta 
meri ts without any editorializing on it, you see. 

I think there is somet hing to be said tor the enun­
ciation of t hose principles. 

lfell, it you oan ge t one whi ch Viner would accept, 
then the chances are that I 1ll accept it, you see. 
I mean I ' ve repeated what ia motiviating me all the 
time. 

Ot course, here is another way ot putting those two 
alternativee. You may eay, •Increased expenditures 
should be made, but they should conform to these 
criteria,• or you may say, •Ir increased expenditures 
are going to be made, they should be made to conform 
to these criteria.• 

I 1d like very much it Hanes would aay he is in the 
aM!a boat With me on thia - I mean it that's possible. 
I mean my approach when I go over t here ie, •well, 
the country next year- it locka ae though it won' t 
be any better ott. tlov, we don't think we can gamble 
on that. • I 1m not going to use that word. Be un­
fortunate. I•m using it 1n the room. 

Then it the President does the vay he always does -
•well , all right, I know that . So what t• 

' 
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0 1'/ell, if :vou wnnt a progrlllll, Mr. President, here 
is one . • See, I'm not going to nush you, John. 
TRke :vour time. think nbout 1t, see? I mean you 
don't have to make up your Mind today. You' ve 
got lots or time . I mean I'm not going to push 
you. 

llell , I 1m saying, as I said before, I don 't want -
I'd hate like the devil to take the attitude that 
I Just ,;ant to do nothing. It isn 1 t that I want 
to do nothing. I ~<ant to help all I can, but the 
thing - I know what the reaction or t hio thing is 
on the business mi nd, I know what it hao been for 
tive yeare . I t just •••. 

I' m not pushing you. It t here's something i n here 
which particular ly you don 't like, you tell me so . 
You 've go t plent:v of time, becaus e, aft er all • .•• 

~here is no t hing in here that scares me. I Just 
want to think a little bit about it. As I told you 
:yesterday, I think you' re on the right track to get 
some alternative. To say, "I don't wnnt that• -
"But l'that do you want?•- "I don ' t kno~<." I don ' t­
well, that 's not a conetruotive attitude. 

I t hink eo tar as the meeting of this Fiscal and 
Monetary Committee i s concerned, I'd agree with 
what Jake says, not only tor t he r eason he states, 
but tor another reason; that is that 1t you present 
this first t o t h i s Committee, they are likely t o 
oay, "Fine, here's a spending program; well, we ' ll 
make a bigger and better sp ending program out or 1t." 
I think i t would be bet t er to get t heir suggest i ons 
first and then present t hi s a s an alternative. 

\/ell , I want t o go over t1rot the economi c analysle 
or why this oountry won ' t be any better off next 
year then it is this year. 

(Eccles, Smith and Currie come in ) 

Hello. You ' re among f riends . 

Good morning • 

• 

::.21 
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A rev extra ones. I had these bo )'a here at g: JO. 

Marriner, Mr. Smith, it we can ttn~t in tirst by 
looking at the foundation, the economic analysis 
that we ' re giving the President, ao as to •• . . 

l ou mean the memorandum that ve were ••• • 

What ' s the matter with the country and why it won't 
be any better ott next year. Nov, who hae thatt 
Who has thatt 

(White preaenta memorandum) 

Which one is th1et 

Tb.1e is the one ve were looking at the last ti111e we 
were here. 
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(Following portion of ~eeting taken by Mr . King; it is noted, 
a t »rs. Klotz ' s direction, that it is to some extent incomplete 
and i naccura te) 

u •• I.Jr: 

White: 

f! . :.S .Jr: 

White : 

H. ;.! .Jr: 

J::ccl es: 

••hite : 

H • ..! . Jr: 

Haas: 

H.li.Jr : 

Hnns : 

H.M.Jr: 

Haas: 

Will it be all right if I read this out loud? •It 
is the general opinion• - there are some changes. 

Just in the first page; there are some minor changes. 

And I take it this is the first piece of paper we 
band the President. 

As I understand it, t his is the basis for discussion. 

•It is toe general oplnion among Administr ation 
officials and technicians in •tasbington who &re 
on, or are cooperating with the Fiscal and Uonetary 
~>dvisory Board, tbat there is litt le if any prospect 
f or marked recovery wi thin the next two years . 
Even with moder a te improvement in business t!le 
unemployed aill increase becnuse of continued 
t echnol ogical changes .• 

1here will be increasing population, too . 

lha t lies behind the incr ease . 

'Three. Some of t nem ulso recognize the possibility 
or a downturn 1n business activity before the end of 
1940. 1 What happened t o George lioas? 

The only question I nove is wnether it should be 
' mark~.' 

'Nb.ere ' s tb.et? 

I t says there is little if any prospect for •marked' 
r ecoYery. It's Just a question or bow that is 
defined - if you mean getting up to 75 or 80 billion 
national incoroe . 

~ell, it's sufficiently vague. 

lt1 s all right. 
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•Four. Tbe inability or our ecoDOIIJ to rp.cb •llli 
maintain eYen tbe aodeat obJective or ._ tao billion 
national inc011e .• I don' t iike toe word '.adelt.• 
Str1¥e tbet out. 

It is IDOdeat, based upon tbe n~aber ot uneaplo7ed 
tbat 1ou ba•e. It 10u badn1 t tbat or courae 1t 
isn' t modest b.Y ca.pariaon witb ~tninc JOU baYe 
nad. 

Could you make tbat Just a little bit more powerful. 
llould it be all rigbt - 1 aa1ntain tbe objective. • 
tlould you mind? 

Xbat's all rigbt. 

I tblnk we aigbt be laugbed at. Just i t you cut 
out tbe words 'even tbe aodest• to read 'and maintain 
tbe objective or $80 billion.• 

I wouldn ' t agree, llr . Secretary, because we bave bad ' 
higher than tba t before - in 128 and ' 29 - and 1t ' a 
acknowledging a defeatist attitude if you don•t say 
in tbe next few years or two years. I would say tbla 
is modest . If you say next year this is by no moans 
modest, but as an objective this is too modest. 

Sow would you make it r ead? 

tlha inability of our econoa)' to reach end uinta1n 
evan the ob jective of an f80 billion national 1ncoae 1 

and then put 1n brac:ll:ets as coapared to 128 end 
' 29 ' and s t&. te tbe figures. 

In other words you would use ' 28 end 129 with the 
population ten million lower than it is now. 

There is another modification because the price 
level is aomawhat lower. 

If you say • to re4ch and uintain even the obJectiYe 
of $80 billion national incoae as coapared to - - •' 

Which bad already bem surpassed 1n ' 28 and 129. 

Soaetbing like tbat. hit all rtabt? 

I reel like Viner does, beceuae, alter all, we talk 
about tao ~illion as tba ultlaate obJectiYe as tbougb 
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when you reachea tbat everytblng ls fine, but that 
isn ' t just right. 

I don't like that the way it l s here . 

It isn't •modest .• 

••e a r e talking about 140 and t hen we come along with 
this paragraph below and say •modest ob jective of 
th i s $80 billion income ' and lt can be assumed tna t 
we think that is modes t , even if 'Ire rench t ha t in 
1940. I tnink modest just isn't the wor d. 

Put in that about 1 29 . 

Or some other way of wordng t hat out . I think tha t 
verbally that can be done. 

I wi ll let you see it after I work it out. 

All right, gentlemen? llorriner? 

1111 right. 

If .ve could see it before we go at least we wouldn 't 
stumble on it. ' some of these malad jus tments are 
s ubject to correction; others may be compensated 
for . 1 

'.c'here, I don't .mow what they mean. I t seems to me 
•subject to correcti on' and •compensated f or' would 
mecn toe sa..e thing. 

'.'/ell, that wasn ' t in the l as t draft. lln the one 
nand tt1ere is some tni.ng like the decreasing ra te of 
po~ulntion growth. You coulu correct t hat I suppose 
but you are not likely t o . 

Tnis conceivabl y might be issued to t he public . Is 
that right? 

1 would never send any thing to tbe ll'nl te Bouse that 
could no t see the light of day . 

I would say 95 per cent of the people, &t l east, 
woo ·~uld read tbis· document •ould not nave a clear 
conception of tha t. 

,.,.,-

• 
.. 
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11&7 I Mite a naceatlon? •e are 18)'111g dOWD certain 
principles. I tla1nk taat leat aenteuce could be 
left. out entirely. I don1 t tbillk it adda &Jl)'tbiJll• 
liiould you be rilli.Jll ~o leaYe t ott at Lh1a poillt? 
"'o you teal I waa the one ar&uilll about it? 

It' a all ri&llt pr ovidiJll tile lut sentence in tlle 
ot~er dr aft ia lett out too . 

I would take it out attar tne comas. 

\Ia are Just lay inc dotm tecta. :lou are be&inn1n& to 
arcue about it tlere alld I don't want to ucue about 
it at tnis point. 

Tllis is lo. 5 . 

•be last sentence in tour. 

•some ot these moladJuataents are subject to correc~o)n,· 
others may be compensated for .• 

I th1.Dk wb.at that sentence means to say is we are 
not helpless. 

That i a what I hoped to say - that some can be 
corrected, some can be compensated tor. 

Barry, I don't think this is the place. Leave that 
out. 

1 Pi ve . Some of tne basic chances which are putly 
resp~nsible for tbe lo«er l evel of business activit.Y 
durin& the JO' s are as follows' (a) •e have for the 
first sustaineo period in our histol')' a voluae or 
savin&s which at a h1gb level or national incoae is 
considerably in excess of the profitable outlets for 
such sav1n&s.• I would be auch happier it you don' t 
say that - brine that tlainc in at tnts tiae. 

I can't help but !eel tbat is basic. 

You mean that even at e bisn level - obviously at s 
low level ot national income it would be even .. re 
t rue . 

lo, no. 

lo, no. 
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Viner : hven if we bad an $80 billi on income we would have 
the present volume of savings. 

Gaston: You are talking about current savings. ~t a high 
level of income the current savings would be greater . 

Currie : The higher the income the higher the savings. If you 
go down far enough you don1 t have any savings at ell . 

H. U.Jr: Can you understand that, Viner? 

Uutfield: Way I bsk, Harry, how you bad that in here befor e? 
You d i dn't have it under five. 

•bite: No . 

Duffield: lbe draft before? 

!!bite: ~he one before t nis was just above five and it was 
commented that the explanation would a ppear t o apply 
to everything that f ollowed, so we moved it below 
No. 5 and made it part of the explanation. ... 

Viner: r don't understa nd this . ! s it that the present 
volume of savings is l a rger than pr ofits? You are 
saying tha t if we had an $80 bi l lion income we couldn't 
invest our free volume of savings. 

"-ccles : 

Currie: 

Viner: 

tl . l~ . Jr : 

Viner : 

Your savings would increase and t he pr oblem of invest­
ment would be greater then t oday. If you had a national 
income of ~4J billi on you wouldn't have excessive 
savings. 

1ae potentia~ volume of income. 

You can say we nave a propensi t y to save greater 
than investment opportunities. Now L know what you 
ere trying t o say. 

'rbis is very important to me . If this is what they 
ShY , Jake, do you thinlt I ougllL to say this? 

If you were to ask me how could I say it, since I 
believe it to be pr obably trua, I would say we have 
in this country a dispositi on to save, that it is so 
intense as to create a difficult problem tc keep all 
of our resources at work. 
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This is the most difficult one. Let ' s take tbe 
tilDe to put this down. Otherdae we will have to 
put it in a footnote . 'lhia is the thing that I 
nave never been able to swallow. 

We talked about what we need is more new investment 
to meet the unemployment problem, to keep the econo~ 
going, and to get full employment. Of course, new 
investment is made out of savings. It is that part ot 
the national income which doesn• t go into consumption, 
such new bank credit as may be extended; generally 
speaking, new investment snould come at this stage or 
recovery. 

No, no. kt tbis stage of recovery new investments 
should be made out of accumulated saVings, opt out 
of new savings. 

No, not new savings. ~bat l mean is the idle - use 
of existing savings. For instance, your insurance 
companies , your mutual savings banks, your trusts, 
your corporations have all got idle funds. ~hose 
are the savings. 

Past savings. 

• 

I ltnow but they ere accumulating every day. In other 
wor~ if you don't get your savings invested currently 
you don't get a velocity turnover or your deposits. 
Now we have a valume of money but we don 1 t have a 
velocity of money and the reason you are not getting 
it is because or the tact toat you are not getting 
the invest:Dent of wnat bas been saved and I thinlt 
the wbole thing is runcha ental and without that 
you 've got no place to go. 

In other words, expenditures plus investments are 
not equal to income. 

~ou are using that in the meaning of funds and I 
thought it was used in another sense - current 
income . 

Let's take plenty of time. This is the only thing 
I r8Qember that has bothered me on this whole business 
and it has bothered me t or two years. In the first 
place should Ne sey sometn1ng in regard t o tba t , 
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because I nave never been ~ble to swallow it? ~an 

we state it 1n a w47 I could accept it? It you 
don•t mind being a little patient witb me on tbia 
point. 

I would Just as soon spend ul morning tog et tbat 
fixed . 

AS ~ remember it, I .tbink t hi s is the only thing tbat 
bothered me . 

l could state several propositions . I am not yet 
sure which one is intended. •We have had tor o sus­
tained period or for t he first sustained period in 
our history we have bed e volume or accumulated 
investment f unds which, even at a high level or 
national income, we would have f ound 1 t difficult 
to invest.' 'Ibll t is one propos! tion. I s that the 
one meant? 

It is current saVings . 'Ibat ia what it says. That 1 

is what it means . 

I think t here is something wrong with these words , 
Mr. Secretary, because if you go down you will find -
this is right down to J - you wil l find large things -
population growtb, new industries, changes in method&, 
investment outl ets dwindled and disappeared in the 
pas t and yet our capacity t o save and desire to save 
are a s large as in the 20•s. 

Well, please don ' t think I'm being per sonal in tbe 
next few minutes. 'Ibere i s something wrong, most 
likely witb me, because I adlli t that industry isn't 
inves t ing . I have a memo here from George daas 
based on new money r aised by aecurities since ' )). 
I t shows that during tha t period t he Uni ted otatea 
Government raised additio•Jal net funds of •18 ,000, 000, 
000 and all tbe other issues were only $400,000 new 
money so the result shows the net new •oney raised 
during the lllst five years was • lSi billion or which 
the Feder al Government r aised $18, 000,900, 000. 0 o 
that i s tbe basis trom where we Juap, but tbe aoney 
is there . I agree witb you on that. Soae or that ia 
1n the fora ot saVings but I d on't want to be 1n the 
position of cr i ticizing people because they want to 
save and tbat ' s wnat l have always felt. 
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No, no. 

I thinlt we can all oo•e to an agree•ent. lhe trouble 
is the rn!lrQads hsven•t cot enough traffic to apen1 
more money, tbe publi c utilities are bothered by 
government competition, therefore they don't expend 
at a greater rhte and there are a lot of reasona .ny 
industry doesn't co ahead, but I don't think the 
reason for it is because people want to save money. 
I think the trouble is w• th industry or the profit 
motive or something else and it isn't savings; we 
need to save. 

I think I can put my f~er on the issue here. 

It you could it will be helpful. 

Our poaition is even if you bad all the investment 
you could reasonably upect ln railroads, utilJ.tiea, 
acriculture, etc . , ;you would still not have enough 
to offset tbe current savings. ~n the 20's the total• 
expenditures on plant and equipment, industry, agri­
culture, utilities, loans - all thoae things in the 
heydays of the 20 's - they only offset about fifty 
per cent of our savings. Ne need o ther tbinga: 
Installlllent credits, f oreign loa{ls, bonds of munici­
palities, non- profit construction - we need those 
thi.ngs to offset the savings, Some of thoe e bave 
disappeared now or have gone and we have ndbing to 
take their places so even if we get all the expendi­
tures you hope f or we st.ill will not exhaust the 
savings . 

llnat happens to the saviogs then that shrink? 

They bave to shrink. Tha t ' s why I suggested the 
word ' potential. • 

You are not denying tbe proposition that savillgs 
equal investments. 

No. 

It you can offer some phraseology .bich at the aaae 
time will be understood by the lay~~an and will eatiaty 
the econolllist it wlll be very helpful. 
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He doesn' t wan~ anything, does be? 

Well, I tbink t be first thing t o do is to sta te 
it correctly techni cally f irst and, if i t' s 
necessary , to populur i ze i t. 

'!be word has so:ne very different meanings . 

:31 

lt seems to me - I hope we are t alking about tbe 
sume t ning - you .<eep r eferring to s avings as tbougb 
it ' s accursed to s a ve and it seems to me tbe emphasis 
sboul~ be put on business so it Hill go ahead and 
expand as tbe savings are ther e. ~oint out t ha t tbe 
savings are t bere and avallllble , fi ne, but the pressure 
sbould be pUt on private ent erprise to go chead Et its 
ms ximum and i f t be7 would go anead a t t he maximum then 
·11e won' t come along w1 tb tbe l"ederal " overnment in the 
competitive field and kick our investor s . I am satis­
fied what I am t rying t o do is to do what the ~wedes 
do . •bey go in and say this i s tbe government ' s 
f ield but don ' t .<eep a ll tne time infr inging on 
private enter prise . Dut t oe line bas become so 
vague that business doesn ' t know wbat is i ts field 
and wbat is the government ' s field ond I don ' t know 
11ha t is t he government ' s field, but if you can s tar t 
from t bct angle vnd say we need so much volume and 
so much business and t be pool of capi tal i s tnere but 
we are not using it - can i t be done tha t way1 Does 
t hat suit you? 

Currie: Yes . 

.. 

B. ·~ . Jr : l uon ' t see any difference but I have never been able 
to see it in t he ~nglisb language . I bave never been 
able t o get l t down. My tax s t a tement was acceptable 
because I had the best t ax economists in America put 
it in t echnical language so nobody could point a fincer 
and say that isn' t acce~table to any t ex economist. I 
didn't try t o popula r i ze it . No economist con question 
it becruse the economic language is cor rect . That ' s 
wbat I would like to have here so we would ma ke i t 
accuee t e in economic language. 

Dufflel d : I bope you realize you have Just g iven Barry a bouque t 
he •s been l ooki.ng for - t hat he ' s a t ax economist. 

d .~ . Jr : ne deserves a l o t of credit . 
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•bat 5 (a) aeans is •tor tbe first suatained period 
in our l:listor:y a volume of savings wbicb at a h.tgb 
level of national incoae is considerably in excess 
~f the protit~ble outlets for ~ucb savings .• 

Tbat doesn't aeet tbe becretar:y 1 s obJection and I 
get l:lis obJection. I think we can coabine it with 
what we have and give not tbe sltcbteat 1Japl1cation 
that we are saving too auch, that savtna is bad, but 
r a ther tbat private enter prise or business tor the 
first sustained period in our history is not making 
or using large funds available. 

And if tbe:y don't do it then the governaent has cot 
to borrow or use these sav1nas for public 1nveat.ent, 
pensions and other*ise, if the economy is going to 
keep going . 

~hat is, the idle investment issue - Just another 
s tor:y . 

Could we have Just a minute to do it the way •bite 
suggests? 

Let me tell what I think you have in mind and then 
check to see if the mi.nutes - - . •lie have, for the 
first sustained period 1n our history, a situation 
wherein private enterprise and state and municipal 
gover!llllent s are not utilizing the large pool ot 
savinas which currently become available for use. • 

Accumulated savings? 

llo, we a re taldng about current saving. 

~bat is the significance or tbbt? 4he difference 
between current and accwaula ted? 

There are two different concepts. One is monetary 
and one can be reduced to physical terms. There is 
available i n bRnks and private deposits idle bank 
balances and unused bank credit not being used wbich 
could be used if the owners or these funds wanted to 
use them and that is not normal. 

lJo you know is that accumulation or current ? 

• 
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l would call that accumulation, the funds aspect, 
and the o ther aspect is out or current income . 
People are endeavoring to s ave more than there is 
any immediate inves tment outlet for and that 
depr esses the national income. 

6ven I can underst and that . 

1he other , the excess reserves, we are no t talking 
about that. 

·~e a.re reall y talking about both - they are inter­
dependent. 

If ~coles will b e sa tisfied no t to talk about the 
accumulation picture, Just t he current one, it may 
be much e asier. 

Jack doesn't want to talk about t he current. 

No, no . 

I am not thinking of the question of bank credit 
and that would increase the exis ting supply of cur­
r ency and that isn't the problem here . Private funds 
already crea t ed as the r esul t of government and 
foreign capita l coming in i s not the problem. •he 
problem is to use the current income that the insur­
ance companies and corporations , etc ., are using to 
build up balances . 

I t isn't nearly t he current income. I would say the 
probles is t nese funds should be used - it's our 
low velocity. 

It' s e question of getting velocity of funds , 
wher ever tney a r e . 

(This is the end of the first take by llr. King) 

• 
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\fell now, let 1 8 Just see a minute. lfuat - how 
could we start this quest i on or the position rroo 
year to year? Taite a couple mi nutes over there 
and Just see it you can state it. 

I 1c sorr1, 8111i th, to have to do my homework here, 
but this has been going on tor two years. 

This sentence is a key sentence . 

And 1f we can get by t his , it will~ make me very 
happy. It ought to make these gentlemen very happy. 
I ncidentally, (a) and (b) ought to really be com­
bined. 

Except, Hr. Secretary, that (a) rels.tea - reall1 
relates to (b). (c), (d), (e). (t). ( g). (h), (i). 
( J) . 

You mean (b) and (c ) ar e rea sons why (a) i s a tact. 

Ri ght down to (J) -are really reasons why (a) is 
a tact. 

You think the d i spos ition t o save has been stronger 
the past tew years than i t was rroo 1920 to 1929t 

I think eo. According t o cy calculations, we have 
eave~ as large a percentage or our gross income in 
1937 as we d i d in the average or the twenties -
19 percent - although we had g t o 10 mill i on un­
employed in 1937 · 

The experienc~ ot t he depression, I t hink, tended 
t o encourage savings on the part or corporations 
i n particular. The corporations have been more 
determined t o get what they te rm a rainy day reserve 
and get out ot debt , more than ever before. 

Savings by corporations would mean non-distribution 
ot income in the rorm or divi dends. 

That's right, non-distributi on ot dividends and non­
investment tor maintenance, and so rortb. 

Well , I' d say it's savings even it t hey invest it in 
maintenance - i t ' o savings and not investment. 

• 
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But not to the extent or maintaining plant. 
It it 1e a queat1on ot juat oontinu1Dg to maintain 
t heir • ••• 

Book valuest 

Thet I B right. 

That is savinge. But they oan then maintain their 
book values by either bu1ld1ng up a oaah reserve or 
maintaining plant , and the ditterenoe between those 
tvo ware ot maintaining t heir book valuea 1a the 
d1tterence between saving without investment and 
saving v1th 1nveetment, eo that t he problem 11 in­
vestments. 

There's no disagreement. 

The queet1on I 'm aak1ng 1a, have you ahovn that 1t 1 a 
aav1ngs which 1a t he problem and n.ot inveatmentt 

Wall, one is a part or •• • • 

You oan say they have not entered 1nto any capital 
t ormat1on. 

You oan state t he problem that people are aav1ng 
too much or JOU can state 1t thet people aren't 1n­
veet1ng enough. Those are two d1trerent problema 
With dirrerent situations. 

Or you can state 1t that people are not oonaum1ng 
enough. 

It they consumed JDOre, t here would be laaa ot the 
national 1ncoal8 aaved and more consumed. 

But those three ought to be d1at1ngu1ahed so 1t 1 a 
quite clear wh1oh one or thaee, or wh1oh oomblnat1on 
ot t hese, we're ta11t1ng about, In other words, 1a 
1t our problem that people are aav1ng Wit hout 1n­
veat1ng or spending, rou aae t All or these com­
binations. 

Or rou oan state the whole problem 1n terms ot d1a­
tr1but1on ot national inoome. 
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That's one of the conclusions. I think it takee 
care or at least part or that. You say "As a con­
sequence or these b&si c changes t~ are faced Y1th 
the inevitability of a lov national income unlese 
either or both or the fo lloving .hapoen.• Shall I 
r ead on' 

Please. 

•(a) The developnent or appearance or sufficient in­
vestment outlets to absorb the savings of a hi gh 
national income. 

1 (b) An increased proportion or t he national income 
is spent on consumers goods, thereby reducing the 
volume or i dle tunds and increasing the profitable 
outlets tor eavinge.• 

Those are the tvo possibili t i es. 

That 's a t the end. 

That ' s the conclusion which we would draw f r om this 
statement and oertaln other factors. Those are the 
two vaye of getting a hlgner national income . 

llov, what hAve you got there' 

This is the possible statement - t wo vays I might 
suggest: 

"For the first sustained period in our history private 
enterprise and local governments together are not 
tully ut!li~ing savings which become currently avail­
able for investment and which =ust be invested it 
•••• • -nov, there are two ways ot stating t his, 
and t hey are different - • ••.• if national income i s 
to be maintal.ned" is one way; the other vey i e 
• •.•• if national income is to a ttal.n a high level." 

The other vay would be 1 1! there i s t o be tull em­
nloyment . 1 

May I s ee that e minutef 

I don ' t think you can read~ writing. 

t 

.. 
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Let me try 1t. 

Using •employment • i s the beet one, I t hir](; that ' s 
whllt we ' re t a'.king about, what we're interested in. 

That ' s all r i ght . 

"For t he first sustained period •• •• •- can you use 
another wcrd than •sustained" ' 

liell, there have been brief peri ods. 

•Prolonged 1 t 

•Prolonged." I don 't like the vord •sustained.• 

•ror the first prolonged period • ••• • 

1 For the first prolonged period in our history, privat e 
enterprise and local governments together •• •• • 

" .... can not tully .. . . • 

•oan not• or •nave not •t 

You can say •nave not.• 

• •••• have not.• They have not- I mean it 1 s a tact. 

There ia a d1ttere0cc between •nave not• and •can not. • 

I think they're both right . 

You can decide which you want. 

They both mean different t hing s. 

I prefer •nave not.• 

Just a second. Can you ( Vlnsr) just hel d your thought 
a minute? 

It ' s a question, not a t hought. 

'.ihat! 
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It's a question, not a ~ought. I have to hold a 
question, not a thought. 

All right , I can wait, can 7out 

Oh, sure. 

• •.• • have not tully utilized •.• • •- I mean I can aar 
'have not.• I don 't want to say that they can not. 
I mean they have not tully utilized eav1ngs . 

• •••• savings whioh have become currently available 
tor investment. • 

If JCU could change t he word • eavinge. • 

Say 1 idle tunds 1 or 'bave not used tunda 1 t 

• •..• ava11able runde •• • . • 

Well, if you could aar - if you want to combine them 
and say •available idle funds . 1 

Well, 1t theJ ' re idle ... . 

•Have not utilized• means they're idle. 

• ... • have not ut111zed •••. • 

1 .... available tunde• or 1 runda. 1 

The var it'a stated here ia 1 have not tully utilized 
aavings1 or 1 tunds• - 'bave not tullJ utilized tunde 
which have become currentlJ available tor investment.• 

It JOU could uee the word •tunda' inatead of •saving•' -
is that all right with ,.ou, Curriet 

Yea. 

Uae the vord 1 funda' inataad ot •savings• . 

Ie that ~rue, Curriet 

Well, I think 1t means about the eame. 
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No, no, 11 it true .that tor the t1ret tlae ill our 
history •• .• 

Prolonged. 

First prolonged. 

We ' ve had a ten- year depreeeion betore. 

:;.39 

But when you go back and examine them, they weren ' t 

comparable. The index or production in the nineties -
I have read a lot about the n1net1ee •••. 

Look at ' 37. 

Agricultural economy. 

But tbe 1nduetri&l part or 1t - I ' m not aure; I'm 
just wondering whether that vas the queet1on. 

That may be true, but there vas 
or your economy subject to this 
d1dn 1 t make such a d1tterence. 
all out here. 

\fell, vhst have you got , Har17f 

I wanted to shov it to Jake. 

Would you liatent 

such a small segment 
thing that t hh 
You can ' t spell 1t 

'For t he tirst prolonged period in our history pri­
vate enterprise and local governments together •••• •­
and here ve 1re having a ditticulty; we say • •... have 
not fully utilized tunde vh1ch become currently 
available t or inveetment and hence we vera unable 
to obtain a high level or national i .ncome. • You see, 
that's necessary it you change t he tense trom 'have• 
to •vere. • The vay I have it here is •For t he r1rst 

prolonged period in our history private enterprise 
and local governments together are not tully utilizing 
runde vhioh become current ly available tor inveetment 
and vh1ch must be invoeted 1t national incoms ie to 

atta.in a high level. 1 

You can go turther. It they ' re not tul ly utilizing 

the tunde vh1ch become available ror 1nveetment, you 
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Viner: 
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Currie: 

can ' t even maintain a low national income. The 
income will ehr1n.k. 

I wanted to •• • • 

I t 1e very .... 

That ' s even better from our point of view. 

~tr . Secret ary, i t 's not easy to frame that prepo­
sition. The difficulties are very great. 

I appreciat e that . I've been struggli ng with it 
tor two years. 

:40 

That ' s an attempt to state our whole economic 

philosophy 1n one sentence. Very difficult, you 
see. After we are through stating it satisfactorily 

on t he basis ot i ta own asaumptione, I would then 

question the assumpt i ons, you aee. 

Well, the assumptions follow i n the next halt dozen, 
ten points. 

Yea. But I imagine that my opinion ot what the 
assumptions are ia probably di f f erent. 

I don ' t know, Jake, i t seems to me you've got to 
answer the question whether you accept this or not 

without knowing, atter all, the assumptions. The 
Secretary is asking· whether he can make this state­

ment and be economically sound . I don't think you 

can dodge that questi on by saying you don ' t know 
the assumptions . 

I aay you can' t make i t without proper aeeumptiona. 

It isn 1 t a sound - i t ' s a pa.r tial statement which 

needs a ssumptions to be conceivably sound. 

He ' s malting t his in t he year 1939 , in the assumption• 

i n whi ch we find ourselve~; all t he asaumptior.s are 

present . .Ul J OU have to do ie look around. They 

are real i ties , not assumptions . The question ia, 

can he make t his atatementt 

There's another possi ble waJ. You can ea7 "Por the 

first prol onged period in our h1stor,. private enter­

prise and local gove~enta have not inveeted enough 
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to offset the savinga ot a high national income. • 

• •••• ~he attempted savings • ••• • 

or •ottset the funds set aside tor investment.• 

Even tor a low national income. 

I t hink we can say - just say 1t aga1n. I ' ll tell 
you where to atop. 

·~or the first prolonged period in our h1stor7 
private enterprise and local governments have not 
made sufficient investments to ottset the savinge1 

or •to absorb • ••• • 

~ 41 

Do you mi nd- let's -no, just let ' s put it ·~or 
the tirst time in our history private enterprise 
and munJ.cipal and State governments have not • ••• • -
would you use the word 1 spent1 t 

Yeo. 

• • •• • have not spent suttioient tunds •• •• •- now, 
I'd like to switch here - • •••. in order to absorb 
our unemplo7ed. 1 

• • ••• uneM9loyed1 -but you can' t put it •••• 

Or 1 1n order to give •. • . • - or put it this way: 
1 in order to create enough work to give them jobs.• 

You ' d have to put it "have not invested' or •spent.• 

• •••• have not invested or spent eutticient tunds 
in order to give everr able bodied person work.• 

That becomes a true statement but rat her banal, I 
think, Mr. Ssoretar7. I mean i t 's a truism. It 
leaves out the point ot how much • ••• 

I ' m willing to put it •••• 

••• • wh7 70u have to spend. How much spending 1a 
there necessary to give you tull employment; that 
depend& on the amount ot savings there i e i n the 
communit7. 
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~ell - • they haven't spent or invested suttioient 
tunds in order to give us a sutt1c1entlr large 
nat1onal income in order to take care ot our un­
employment problem or give people work. 1 

You ' ve got to bring 1n - give them the volume ot 
savings. 

Otherwise it becomes a rather trite statement. 

Let ' s trr it once more. Let' s see it ve can get 
the thing. I don't think we're very tar apart . 
I th i nk the trouble is that I ' m not skillful 
enough to put it into English. 

That also applies to u·s. 

I don 't think ve 1 re tar apart. I admit the premises, 
that private enterprise and States and municipalit ies 
haven ' t invested and spent enough money to put this 
country on a baais where we oan go ahead. That 's 
t he whole thing. Juat where to put - Just how to 
put that thing •.• • 

I t hink the vay you have it here gets at that very 
thought that you have 1n mind; that 18, together 
they have not tully spent or invested tunds vbich 
become currently available tor such expenditure and 
investment. 

That's all right with me, but it doesn't seem to 
satisfy Viner. 

That's a11 right . · It' s a statement ot tact. 

llhatt 

I t hink that's true. 

If ell, let 1 a do it again very slowly nov, Harry· 

"For the tirat prolonged period 1n our history 
private enterprise and local governments together 
have not spent or invested the tunds which have 
been currently set aside tor such e~enditure and 
investment •••• • 

... 
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• • •• • which h&Ye currently become aYailable tor • ••• • 

• • ••• become aYallable tor,• it you like- 1 and vbioh 
muat be inYeeted or spent 1t nativnal income ie to 
be ~ntalned. • 

Nov I think you ' ve got it. 

Or you can put it in terme ot employment. 

lfe can add that - • •••• is to be maintained and tull 
employment attained.• 

It 'a right 1t you stop at the 1ncol:l8. The other 
would raise other questions ot the prevailing pr1oe 
structure and wage structure. 

I think the lese qualifications the stronger the 
etatement, and it you begin to quality it every 
qualification begins to weaken it. 

• ••.• tor such expenditure or inYeetment •••• • 

Why can 1 t we vr1te that outt 

I don 1 t know it I can say 1t Just that way again. 

(Reporter reads baok sentence under die­
cuaa1on as las t stated by lfr. lfb1te ; 
Mr. Duffield copies it in longhand) 

HaYe you got 1 t t 

Yea. 

Nov Jake thinks we ' re close 11nougb together that 
we can go forward trom here. Just read 1t once 
more for me. 

1 For the first prolonged period in our history 
private enterprise and local governaente together 
haYe not spent or 1nYeeted the tunde vbich baYa 
beooae aYailable currently for such spending or 
investment 1111d which IIIUet be 1nYeated or spent 
it the national i ncome ie to be maintained. " 

o. 1. . 
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• •.• . maintained and increased.• 
coing to be maintained. It they 
ns they coce, vhy, it' s going to 

I t i sn ' t only 
are soent currentl y 
be tnoreased. 

• • . . • maintai ned and expanded. • 

I t i sn' t t he i dea t hat you get a national income 
at sixty billion and t hen it you spend current 
funds a s they bsco~e available that it 1 o jus t 
i:I'Oi ng to be aus tained at sixty, In order to be 
sustained it's go t to be invested, but if you 
do tha t i t ' s golng to be i~creased. 

1/oul d you say •caintalned or increased•? 

Yes. \fe 1 re not interested in Juat maintaining the 
national income at some level. 

" · . . . maintained or i nc reased. " 

~hat ' s ri~t. That is, it wouldn't even be maintai ned 
1r it len t spent; if it i s spent it vtll not only 
be maintained but lncrensed. 

All right? 

I can accept l t , 

That s tatecent - can you? 

Yes. 

All right . Smith? 

(lloda yes). 

Jake? 

I t ' s all right, 

D1d you change nwnoer 5: • So1~e or the basic changes 
which are partly responsible ror t he lot1er level or 
business activity during t he t hirtieo are as rollolts•? 

Let me jus t ratee one other poin t on t hat . 
•prlvnts enterpri se and local governcents.• 

Ue sey 
\Illy 
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4o ve aq 1 looal. • - 4on1 t ve eq •private en­
terpr1ae &lld public bo41ea•t 

You don 1 t want to oon4ean your ow •••• 

Because tbe Federal GoYeroaent has inoreaeed ita 
i .nveetment by 19 billion. 

145 

That 11&1 be, but the upend1 ture hal not been •utt1-
o1ent, theretore you haven't got a turther recovery. 

But, Marriner, it direotl the attention on t he looal. 

You 1 re quite right. George raised that point, too, 
and ve both agreed at onoe that that would imply, 
when you include the Federal, that the Federal Govern­
ment hasn ' t done enough. It's spent 19 billion. 

You ' re getting your implication tiret. 

You ' re correct, but I th1nlt tor strategic reaeone •••• 

I Just d1dn' t want to overlook that, but it you ' re 
speaking or getting into the hands or the public 
I think we' d Just as well leave 1t out. 

I d1dn ' t get what you laid, Danny. 

It seems t o me what you're stating 1n 5 is that the 
tolloving !actors are so and so, and the tlrst part 
ot t h1B is all right, but when you say •to maintain" 
somet hing - ond then :you ' re getting into - not stating 
a !actor but a theory, i sn' t itt 

!here i s some theory mixed 1n. 

I was wondering it you didn't want to confine 1t to 
tactors. 

There is t heory, or course, but I don 't think it'• 
controver81al as it stands now, although. ·. · 

You 1 re talking about the past, seet low what you're 
saying, •to maintain" a national 1ncoM - that ' • tbe 
tuture, It's all right it you ' re all agreed to it. 
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We haven't been absolutely consistent all the vay 
through. 

You ought not to mix in the past •••• 

-~s - , 

1/e 1 re not going - we say something about t he future. 

lie 1 re not going to be through by 12:30 i f we 1 re 
going to make t his a whole economi c treatise on 
every aspect of t his problem, i f we have to satisfy 
everybody. There's got to be some give and take 
here, and we've got to consider the problem in a 
pretty broad, general vay. We ' re getting too 
technical. 

You give and I take it. 

I applaud that statement. 

'./hat? 

I applaud that statement. 

\iell, I just - all I want to do is - I mean I want 
to be a hundred percent satisfied that what I'm putt ing 
my name to •••• 

I t doesn't apply to that statement. That statement 
must be carerul.ly worded, because that applies to 
muoh of what follows . That's the key. 

Now do we go on with {b) next, is that itt 

{b) is the next. Is that 0 . lt.? 

•{b) Certain large 1ndustr1es experienced the meJor 
portion of their eroaneion during the twenties. These 
have nov reached a stage or grovth relative to their 
potential markets >rh1ch eliminates them in the 
t'orseeable future as potential outlets tor large 
t~ounts of new savings.• 

Can 't you Just change that around, Harry- • • . •• as 
pot ential users of i dle tunde' ' 

li:U. te : y ea. 

' 

... 
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lihatt 

• •••• and potential employore• t 

• •• •• employers of idle funda.• Does that satisfy 
you, Curriet 

Not - I guess so, Kr. Secretary. It is again this 
question of idle funds as compared to current 
savings. 

Let ce point out tbat ue1ng 1 idle funds' woul.d anever 
a question 1n my m1nd. Some of these have probably 
got fairly big reserve funds, depreciation funds, 
which there may be no us e for. 

I think I 1m doing you a kindneae 1n that I'm trying 
to take the curse off this thing. We've constantly used 
the word •savings.• 

And if you say •new savings• it ' s weaker than s&71ng 
"idle funds. • 

• • • • • and idle funds in their own treasury. • 

There are depreciation reserves which they may never 
use. 

That ' s eatistactory. 

But idle funds • ••• 

Their own idle fUnds . 

But they're saved, they're not •••• 

They're not new eav1nge. 

They ' re not new savings, no. 

Well, isn't •idle tund•'···· 

It 1 e worse. They may not only ••• • 
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Does it bother you, aaying that, Marrinert 

Yes, a littl& b~t . I haven' t •••• 

I think, Marriner, there i e the ditrerenoe , but I 
don ' t think it matters tor t he point at iseue. 

1 Inveetcent tunds ,• 

I f they used their i dle tunde • ••. 

•Investment tunds.• Don't say 1 idle. 1 

' f..8 _ , 

Say •potential employers or large amounts or invest­
ment tunde. 1 That would get it. 

I 'c satisfied with it. 

Tho.t 1 s better. 

But d idn't the President in his letter to the O'Mahoney 
Committee speak or i dle rundet Didn't he use that 
wordt 

"Idle men and i dle money.• 

I mean i t's at least in tune with what he said. Wbatt 

Yea. 

How have you got it nowt 

•certain large 1ndustr1ee experienced the major por­
tion or their expansion during the twenties. These 
have now reached a stage or growth relative to thei r 
potent ial markete whi ch eliminates thee 1n the tor­
seeable tuture aa potential employers or large 
amounts or investment tunde.• 

I'd take out the history there, Just say they have 
reached t h i s stage without rererri.ng to the twenti~a . 
The railroads probably reaohed 1t berore the twenties, 
d idn ' t theyt You donlt need that history as to 
whether it was the t went1ea or when 1t was. 

You don't like the vorde "idle tunds.• You prer6r 
Whatt 

, 
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•Inveatment tund1. 1 

IB tlul'.: all rigtlt , 81a1tht 

Yea. 

Doea that make JOU happier, Xarr1ner - 1 inveetaent 
tunda 1 rather than 1 i dle tunde 1 t 

I think that 'a more correct. Everyone that hal a 
balance in a bank - nve hundred or a tbouaand or 
ten tbouaand doUars - and 1t average• that - tboee 
tunds are tearporar1l;r idle. 

But you prefer 'investment tunda.• 

That's right. 

All right. I t 1 a all right. 

The way it read• now, to meet Jake'• objection -
•certain large industries have now reached a ataga 
ot growth relative to their potential markets which 
eliminate them in the foraeeable tuture aa potential 
uaera or large amounts ot investment tunda.• 

All right. 81111 tht 

o. r.: . 
All right. Ill that all right, everybodyt 

•(o) Basic difficulties in certai n important ••• • • 

Va1t, there ie •new aav1nga 1 there again. Ve oan 
change that. 

'Though we expect a continued growth of most or these 
induetriee the rate ot expaneion • • • • • 

• •• • • large amounta ot 1nveatment1 or 1 f1olda tor •••• •­
make them 1 t1elda tor large amounts ot investment.• 

• •••• the absolute volume of new investment tunda 
theJ will abeorb w1U be laee than it wae in the 
twenties. • 
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All right, gentleaent 

•(c) Basic d1tt1oultiee in certain important in­
dustries which tor special reseons do not provide 
nearly so important an outlet tor capital as the7 
did in prior decades, e.g., ra1lroade, agriculture, 
coal. 

•(d) The rate ot population increase has been out 
in halt as compared with the twenties. 

•(e) The virtual cessation ot toreign investment 
which in the t wenties accounted tor about one-halt 
billion a 7ear. 1 

Didn 't it exceed halt a b1lliont 

Some years it ran up to 700 million. There was one 
year in which it was v ery low. It averaged a halt 
billion, slightly over. 

!50 

• 
There wsa some ottaetting tigure tor investments here. 
This is the net t1gure. · 

Say "Accounted ne t tor about one-halt.• 

I think 1t you don 't, that ' s not correct. 

It seemed small to me. I naked about that . 

• • ••• one-halt b1111on a year net .• 

Whichever way - as lo~g as you get t he •net• in some­
where. 

All rightt 
your ottice 
you want! 

Rarr:r , do you want somebody t o come trom 
so you could give the111 a paget Who do 

!(ra. Shanahan. 

Wbo t 

Aak Hrs. Bbanahan. 

(On phone) Aslt lira. Shanahan trom Hr . White's ott1ce 
to come into my ottice please. 
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• •.•• v1rtua1 cessation of foreign • •• . •- you can 
change that. 

•(t) State and loc:U bodies vhl oh in the tttenties 
provided an outlet tor savings of nearly a bi llion 
dollars a year • • • • • - • an outlet tor investment 
funds" ? 

Juot as good in each case. 

• •.•. which engaged in inveotment expenditures of 
nearly a billion dollars a year •••• • 

That ' s not quite the same t hing, because you might 
do that with their tax receipts. I think the •• •• 

Well , it you • ••• 

~51 

I think the Secretary's suggestion is a little better. 

I'm Jus t suggesting that wherever you have t he word 
•savings• you use the words "investment tunds 1 if 
that's agreeable to Eccles and Smith. 

Instead of ~he \·lOrd • savings." 

•state and local bodies which in the twenties provided 
an outlet tor investment tunds of nearly a billi on 
dollars a year have in recent years actually added 
a little to the current volume or •••• • -what? 

• •.•• funds available •.• • • 

• •.•• for i .nvestment ••.• • 

• •••• funds available for i nvestment •••• • 

Right . • •••• through a net reduction 1n thelr out­
standing debt. • 

In. other words, I don't vnnt to say, 'Look at that! 
They ought to be a shamed of th~eelvee f or saving n 
little money.• What ' I don ' t want to be put in 
the position of saying, •Look at Cincinnati; they 
ought to be ashamed of themselves for saving a little 
money.• 

.. 
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152 

The new mor&litr. 

Wall, that ll&1 be. I waa Just aqin8 to Jake that 
in raa!Un& Schacht's annual report and abo li~AAa'• 
ot the M.iclland Bank - 1D 41acuae1Dg tbia probl• 
ot ditticultr ot 1nveatuat, thar both uead - tha7 
both uead •aavinge1 rigbt through - saYings and iJI­
veetment s, public and private. 

I'd l ike to suggest the elimination ot the words •a 
little.• Spent about three billion dollars in ' 32. 

HuM 

All right. 

I think three billion dollars ia more than a little -
•a little" in this sentence. 

You mean the pq-ott. Has there bean that aucbt 

Haven't paid that much ott, but added to the cash 
balance in addition to paying ott, eo it aJDounte to 
that much, 

In other "WOrds, the Government ' s expe.nditurea in thoee 
communities ho.a enabled thee to bui ld up their ow 
ceah balances and retire the debt. 

They've shifted their debt to Weehington. 

That ' s where it belongs. Danny can take better cere 
ot it than they can. 

Bell: I coul.dn •t vouch tor that. 

H.II.Jr : 

1/hi te : 

H.K.Jr : 

Are we all rightt Where ware vet 

(g). 

"(g) Sharp curtailed expenditure on non- profit private 
building •••• • -what ' s that meant- 1 i . a., ehurchae, 
clubs, un1varsitiee,eto. In the tventiae these 
accounted tor a halt billion to a billion dollars a 
year and they ere nov lese than 200 million. 1 
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There's a half b11l1on to a billion; t hat' s an 
awtul spread - each year tor churches and clubs. 

Two or three years it was 700 million a year. 

\/hilt ' s the average' 

:sJ 

I'd put the clubs last. But it can't be any more ••• • 

I'd put an average 1n there of halt a billion. It 
looks to me like i t 1 s an awfully broad guess- from 
hal t a bil l i on to a bi llion. 

It's a range, not an average. These range rrom -
this cay be based on actual figures . 

Yes , they are based on actual figures. 

Put •range. • 

•I n t he twenties these ranged trom •••• • Ue d i dn't 
put in, you'll notice, the miniature golf courses. 
Your 700 million •• •• 

If you ' re talking about •rAnged from • ••• • 

You can say •some yeare i n the twenties t hese amounted 
to 700 million • •• • • · 

• • ... to as much as •... • 

• •••• to as much as 700 million dol.lars. • 

And when you eay 1 et cetera •••. • 

•Et cetera• is hospitals . You can put in hospitals. 

You don 't put schools 1n. 

Privat e schools. 

That ' s it - • churches, clubs, private schools and 
hoep1tals . • 

Bounds awfUlly big to me. 

' " 
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(Tbe second portion taken by Mr . King follows:) 

Are we all right , gentlem~n, on this? 

Change it t o $700 million and take out 1et cetera,• 
add on tbere and make it look a little latger . 

Private schools and hospit als? 

Priva te schools and hospitals. 

Non-governmental schools and hospitals. ~ou 've 
got the parochial schools. 

~nd hospitals, et cetera. 

Where are we now? 

Put non-governmental cbaritvble insti tutions . "he 
purpose is to make the ~700 million figure look • 
more reasonable to the ordinvry reader; and 1 would 
put clubs further , of course. 

~urrie : $700 mill i on seems a small figure to us, Jack. 

H.!.!. Jr: May I r emind you we have six pages . Jill right? We 
could not drop the l ast three pages. '(b) Tbe slack 
created by the over-production of commercial buildings 
in tbe late 20 's will not be t aken up for several yeam 
a t least. • 

Viner: It will not have been taken up f or several years 
more, at least. 

H. Y.Jr: Jill right. 

Viner: Pursuit of elegance. 

H.M. Jr: ' {i) 1be trend of technological change over much of 
industry bas been in tbe direction of a reduced amount 
of capital consumption per uni t of output . 1 Now whllt 
the hell does that mean? 

Viner: For a pa1.r of shoes you need a smaller amount of 
equipment. 

IJUffi eld: Is tba t true? 
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I t•s t r ue, ~r . ~ecretary. From ' 23 to •28 there 
N&s no increase a t all in expenditures tor industrial 
end commercial equipment despite the tact producti on 
increased rapidly . 

~·rom a team power to electric power. 

~hese new conditions: ~trip rolling mills pr oduce 
fhr mora per dolla r investment t han t he old type did. 

Per kilowatt hour, equipment requires more investment 
than it used to . 

I thougnt this was still debatable among economists . 

If you ruled out everything that was debatable here 
among economists you would never have anything . 

l ba thing that is most stressed is the decrease of 
labor . Some people don't t hink tbere bas been a 
tremendously f es t rate • 

A ny increase a t all would mean you' ve got great er 
expend! t ure . 

but not capital expendi t ure if it was a l abor- saving 
device . 

lbat says for much or industry. 

l here is this one fact tbat you didn' t have. ~or 
tbat six-year period you didn't have any increase 
f or equipment expenditures and yet you had a growing 
increase in production. 

You mea.n taking the over-all? 

' 23 to '28, yes. 

l would say that was a ques tion of fac t that could 
be reasonably determined nnd I would assume which 
had been. 

You can still further watch it if you like. 

I would l eave that to others . I don' t sr etend to 
know. 

~an we go ahead? 

.. 
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I would like to suggest aak1ng it clearer - put 
capital investments instead of capital consumption. 

'lney are different tl\ings . 

But I think i t's clearer . 

We can cut it out to be sure . 

~ou are cutting out the whole thine . 

I need a half an hour for another matter before we 
get through on tnis tiling . We a re going over there 
at 12:)0 . 

Let's give this up and we'll take something later. 

I tllink 1t1 s a good idea to get up at 8: JO in tbe 
morning . We will try it at 7:30. 

1 (J) The Federal , State and local government tfiX 
structures now derive a greater proportion of total 
revenue from taxes that curtail consumption tnan 
was true in the 20 1 s . • Well , i t either is or i sn ' t 
true . Is it true? 

lt• s true. 

Yes, it is because all t axes curtail consumption 
but it is true they have shifted to consumption taxes. 

bales t axes . 

' (k) the serious r eduction of cert ain f oreign markets 
for important· export crops, e . g., cotton, wheat , 
tobacco and hog products, and the failure or foreign 
t r ade generall t o r evive to the level of the 20 ' s. 
the curtailment of these markets 1s not due to tem­
por ary factors.• All right. 

' (l) The sitUilti on is aggrnvated by the fact tbat 
those who have or control the nation's savings 

!Ia tion ' s fUnds f or investment. 

Yes. ' ··are definitely mor e tiaid in undertakin& 
business risk ventures. • New :tork doesn' t say tbat. 
'Tne increasing uncertainty, both economic, political 
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and social, wbicb baa cbaracterized tbe past 
decade bas m4de people aore conserYatiYe ••• • 

It I face a lOiou.se without !!Ill' inking but run from 
a lion, aa I aor e timid in the second case? 

Wbut 1 s tbat again? 

Are you men or mou.se? 

I bope he sticks that down. 

I would Just bS soon take it out. 

You mean 1s it a teet - wbat be Just said. 

• 51 

I wouldn ' t take 1t out - at least, I wouldn't pick 
this to take out. 

I bad you in alind when I said this, .Jack. But how 
would you ••• detin1 tely more reluctant to undertake • 
business ventures? 

I would say the situation was aggravated by the tact 
that those who control the nati on•• investment funds 
see definitely greater risks to investors than they 
hitherto bad. They are appraising the risks, expect­
ing greater risks . 

Tbat'a all right - appraising the risks. 

Tbey def1n1te~ want security 110re than they did. 

Are •e tor ether? 

l.lef1n1tely a~ore risks in investment than hitherto. 

Appraise the r isks as srekter. 

1 think it was a desire for security that didn' t 
exist before . I would ohenge it to 'hesitant' 
possib~ and let the tbllli stand bocsuse there U 
more than one factor in it . 

You want also to add then ' are lese Willing to 
aasUDe risks'? 
Me•ve got to malte it sound so they will stop only at 
the lions. 

Are we by (i)? 

Regraded Unclassified



lhite: 

Haas: 

a.II .Jr: 

!>coles . 

S. li . Jr: 

t.ccles: 

B.:L.Jr: 

t.ccles: 

hccl es: 

8 . 11 . Jr: 

Currie: 

B. I! .Jr: 

t.ccles: 

Viner: 

:sa 

-72-

You are down to (•) • 

ae was reading (1) as (i) . 

Are '"e tbrougb. with (l)? Is this my raul t tbat we 
naven' t done tllia earlier'/ !lave you been all over this? 

No. I bave read it all but I r ead it last night 
after midnight . 

But you l:ladn 1 t been over this bet ore? 

lfo. 

Is it just my fault we are doing thls today? 

••ell, I was up on tl:le Hill. 

I just wondered. 

Well, you have got one. 

Can we go ahead with 6 now? 

Yes . 

•Tbe United States is not unique with regard to the 
ctl~tnged nature ot economy. ~be advllJlced .t.uropean 
countries have experienced the same contraction ot 
outlets tor their savings . I Wbat is an advanced 
European country? 

Industrially advanced. 

Britain, Sweden, France. 

Uo you mean advanced in spending or saving? I just 
wanted to make sure. 

Hould you s~ most advanced or can you generalize? 
Probably most would be true, I should say. 

l bome of tbes bave temporarilY solved their problema 
by a new industry greater than al l the new industries 
of tl:le past peri od combined t.e. , armsments end 
complementary industries. fn some of them t b.e problem 
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baa been r endered less acute bf tbe tact tbat 
tbeir tax progra11 baa resulted in a diversion ot a 
larger porti on ot potential savin&a back into 
conauaption. 1 

I tb1nk 1co=plementary industries • tbe way you bave 
1 t is all right. 

(This is the end ot the second portion ta.lten by 
Mr. Kin&) 
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Let's see- • • • •• their tax program has resulted 
in the d1 vere1on • • • • 1 - you me lUI they have taxed 
people vbo otherYise vould have eavedt 

Yea, dietribution or national inoome. 

And spent it on current ••. • That "larger• means 
larger than vhatt Larger than previously in their 
distribution or than we dot 

Both. 

I guess that a.newers the thing. 

lfe oan say "large portion or potential savings back 
1nto ooneumption.• 

It's not only the level to be •••• 

That still isn ' t it. The level •••• 

That 's all right. 

Can we go ahead, Jaltet 

Yes. 

:£0 

"7· As a consequence or these basio changes we are 
r aced with the inevitability or a low national income 
unless either or both ot the rollovlng happen: 

•(a) The development or appearance or euttic1ent in­
vestment outlets to absorb the savings ot a high 
national income. • 

Are you going to make that language comparable to the 
other lnnguaget Please. 

Could I have a verb that ie more active than •haPpen•t 

\Tell I don't know, but 1! you could- the (a) part •• • • 

•ooour• t 

I want to get some idea that you oan do something 
about these things , don 1 t jus t 11 t down and watch 
tor them. 
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Ge t that. But can :you make that (a) • . • • 

• •••• tunda available t or inveatment •• • • • 

Ri ght. 

"(b) An increased portion ot t he nati onal income 
is spent on consumers soode, thereby reducing the 
volume or i dle tunds and 1noreae1ng the prot1table 
outlets tor savings . • 

I t we had a war that would be consumers. 

It we hed a war, that - a war ia oonsu.cers soods. 

Can you - are you fellows going to change (a) and 
(b) to make it tit in with that tirat thing we 
slaved overt 

We did change it. 

'i Sl 

lfo have in (a) •tunds available tor investment rrom 
a high national income.• And (b)- "increasing the 
profitable outlets tor investments of tunds. • 

That ' s all right. 

• .... tor invest ment.• 

At least the investment •••• 

• •••• ror investment.• 

Yea - • tor investment. • 

•8. Turning to the i mmediate situation there are 
numerous i ndi cations that t he J)roapects ror sub­
etantially i ncreased nat i onal income i n 1939 and 
19llo are not good. 

"There are two elements 1n the picture which are 
bullish'- • ••• . whi oh are, however, bullish"' 

"Favorable. • 

I wouldn't call them 1 bulli eh. 1 
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•Favorable. • 

Let I a keep awa;y from atoolt marltet te1'1111noloQ. 

Let ' s operate the OD&rket but not talk about it. 

•(a) Inventor;y reduction has been proceeding tor 
s ome montha and a cessation or reversal ot this 
trend would be a stimulus to production. 

•(b) Expenditure on oonsuaere goods has b een OD&1n­
tained desp i t e the decline in bua1neae act1vit;y. 

'On t he other aide or the pi cture are the tol~ow1ng: • 

In (a) there I 1 d put 1n •would be a temporary 
stimulus to production . • 

'i'hat 1 a right. Certainly would. 

I wouldn't indi cate that that's • •• • 

•.•• something that' s basioall:Y sound. 

No. 

I think that ' s right . 

And it ;you don't mi nd, it there are only two of 
these and about ten ot the othere, I'd ea:r "There 
are onl;y two elements in the p i cture which are 
favorable. • 

You can 't get any people to agree on those two. 

On the two ' 

I mean exactl;y. 

Oh, I see. 

Say •we eee two elements 1n the pi cture which are 
favorable. • 

Another element which I think i s important 1& the 
proapeot tor advancing prioea. 

:62 
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Advancing wbat t 

Advancing prices. 

lfell, t hen you don ' t want to put in the word •only. • 

No. You see that prospect, you see other prospects. 

•on the other s i de or the picture are the following: 

•(a) The upturn which began in 19}8 reached its peak 
in Deceaber and since that time the level or busi ness 
activity has been downward. 

1 (b) llo sign1t1cant increase 1n the 'net contribution 
to buying power by the Federal Government under the 
existing program will occur th1a year and a reduction 
i s anticipated 1n the fourth quarter.• 

Mr. Secretary, that brings up - the introductory 
clause "On the other aide or the picture are the 
following• - is that to mean that the unfavorable 
things are the fol lowing? 

Well, they ought to say so - favorable and unfavorable. 

And or course, the (b) - whether it's unfavorable 
or not i s a matter or opinion. Ir there 1s merely 
no reduction, maybe that's not unfavorable neces­
sarily, but just one thing that 1 e not hopeful. 

Well , what do you suggest conoretelyt 

Well, i t seems to me that all a ixed up in this list 
there are soce 1h1ngs ldlioh merely say "These don 1 t 
give any prospect or increas s• nnd there are other 
things which say "These give prospects or increase.• 
I'd have to sort out the whole list. 

Would this be sati sfactory to you, to say under 
(b) t hat a net reduction in the net contribution to 
buying power by the Federal Government is anticipated 
in the fourth quarter? 

That would be better, yes. 

How does that read' novt 

• 
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•A reduction in the net contribution to buying 
power b;r the Federal Oovernment 1e anticipated 1n 
the fourth quarter.• 

Whyt I mean that immediately • • • • 

• •••• under the existing program.• 

• •••• under the existing program. • 

You oould perhaps make that introduotion read •ele­
ments which are negative or unfavorable are the 
rollov1ng. 1 

That' s a good suggestion. 

llhat i s thett 

"Elements or the situation whioh are either negative 
or unfavorable are the fo llowing.• 

Then you could leave it alone, I woul dn ' t argue at 
all. 

• •••• either neutral or ••• • •? 

or oouree, i t they are neutral they shouldn't belong 
i n here. 

•Negative• means nothing either way. 

•Negative• - but •neutral" would have the other 
i mpl i oation. • •••• negative or unfavorable ••.• • 

•Negative• means minus. Zero is nothing, i n algebra. 

The que a t1on, though ••.. 

You say the influence is negative. 

• ••.• either neutral or unfavorable. • 
be more aoourate. 

I think eo. 1 111 take i t . 

• •••• either neutral or unfavorable.• 

•Neutral• would 
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I ' m oonecioualy glossing over a lot ot things. I'd 
like a lot ot time to argue, but I'd rather take 
the thlng over and be eeventy-tive percent satis­
f i ed than take nothing over. 

Oilne , will that paragraph be all right attar that 
ohanget 

Sure, sure, sure. 

Currie and Whi te, Just .tor t he record, I say I ' m 
about aeventy-tive percent aati etied, but I'd rather 
go over on that baeia than to go over and have 
nothing. 

Well , that's part ot the give and take. 

Yea. 

They paee billa t hat VaJ. 

Pretty high percentage. 

What t 

That's a pretty high percentage. 

I t hink the value o! going over thie nov, Mr. Secre­
tary, though it has some disadvantages because it's 
late - has the advantage ot being right before some 
ot these points may be discussed with the President. 
You III8T take up some ot these pointe. 

Yea. 

• (o) There ie 11ttle basis tor the expectation that 
our exports 1n 1939 and 19ilo will exceed t he 1939 
level despite the increased a rmaments program abroad. 1 

That's an opinion. It'e 
analysis vblch vs made. 
made it tvo months ago. 

All right, let her r i de. 

baaed on ~ther an exteneive 
It rema1ne an opinion. We 
So tar w 1ve been right. 

•{d) Housing activities appear to have reached a 
plateau and there doe• not ••• t o be any prospect 

- "5 -0 
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of a further merked inc ~eaoe or home cons truct ion.• 

1 t:tou.;nt Mr. Lubin had another i dea last time I 
h• nrd hi m tallt. I may be 11rong. 

On the home t h ine;? 

On the housing activiti es. 

':'r.ore 1 s a lot o! people tha• 11on 1 t agree \rlth th is. 
':'~ey ' ll say, "What do you menn by •marked '?" 

':'nat 1 II eJ.l r1;;b.t . 

L~hl.n was ~ess1o1stic . 

Cc.n 1 1; we lenve out; the l not clauce, thl\W •there does 
not seen to be any p~opect •.•• •? 

I thou ht Lubin uas pesoi oiot1o . 

I thou(;ht one of his hopeG ror •4o and •ll-1 1·1as i n 'the 

houol.ng f i eld. 

He rc~red cos t advances • 

He a~ l.d, •It you can t rute care of cont advances and 
t'~e '·nbe s 1 tua.t 1on . .. . • 

':'hat ' s ri.:;ht . 

':'ha~ 1 3 a p~ettt bi g •it . • 

R1 _ht at the cooent thnt 1 o uhe ·~ you are , ?hat 
1

£ t he 
~:~· 1t appears to s~:oe of us . I t certainly does t o 
ce. On every one of these ,oi nt& you c~ teke and 
,_ct 1nto an argw:>.ent . 

There is some decl i ne taki ng place ribht now • 

" .... there is • . .. • - • there seems to be lit t le pros­
poet " - a little more weaoel-worded . 

• ( e ) llo substantial inorenso in r c1lroad ectuipment 
'ouyins can be ant i cipa ted 1n the balance of the 

year . 
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•( r) There ie little prospect or en expansion 1n 
public utilities. The present capacity or the 
industry is adequate to mee t the needs or the 
country even with a moderate increase in the level 
or business activity.• 

I' d raise the question there as to just wha t you 
mean by •the present capacity or the industry. • 
Do you mean t hey can turn out enough kilowatts 
or do you mean the industry i s autriciently modern­
i~ed so that •••• 

Well, I think you mean you can turn out enough 
kilowatts. You can a1ways argue on the point or 
CIOderni~ation. 

I wondered in which sense - it may be both. Maybe 
it 1 s a aubstant1a1 • • •• 

Meant in terms or generating capacity relative to 
output. 

Well, that ' s •.•• 

Want to cut out that last sentence? 

Unless you can say both t hings, say they have enough 
generating capacity and 1t ' a fairly modern •. •• 

Let's cut out t he last sentence. All r1ght t 

What are you cutting out t ' 

1 There is little prospect or an expansion 1n public 
utilities• - tbat 1 e all., 

• • • • • in public utility raoilities.• 

• •••• in public utility investment•t 

Yea. 

Avoid an argument. 

Where are ve, what numbert 
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( g ) on page 4. 

•Despi te the increase in orders tor armaments both 
domestic and !rom abroad, the heavy industries are 
still depressed. 

•(h ) There is nothi ng in the prospect of the agri­
cultural situation to justify t he expectation that 
it will supply a stimulating intluenoe on business 
activity. 

•(i) There is a fUrther politicAl factor, namely, 
there will probably develop a strong tendency on 
the part or certain groups to forego the prospects 
ot i~~ed1ate profit by postponing any investment 
or plant expansion until &t'ter the election.• 

\'lhy not start t hat "There will probably develop •••• • f 

(On phone) Have Mr. White' s secretary come in again. 

Take out "There i s a further politicalftlctor, n!llllely 
•••• " or take out the • further• an)'ltny. It 1 s the 
first political factor that you had. 

Take out what? 

Take out t he first part and start "There b~ll probably 
develop •.. • • You think eo, do you' 

Don 't youf 

I thinlr. as you get nearer to it - I don 1 t think it 1 e 
the factor t oday. 

It's only the tendency or certain groupe. 

I think election years in general are that way. 

1'/he re are \re' 

Top of page 5. 
•Even if there is a moderate increase in bus i ness 
activity next year the unemployment situation will 
be substantially the same in 194o as i t is now. • 

... 
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I think you ought to explain there: 1 Becauae ot 
inoreaee ot available labor resources. 1 

Well, it 1a explained in the next paragraph. But 

: 69 

I think we can take Danny' a suggestion and say "The 
unemployment situation will remain acute• and avoid 
that. 

That is, even though you get back to the 1937 volume. 
Harry, i s that itt 

Well, it depends on what you aean by 1 moderate. 1 

But both Danny and George ctuest1on that you could 
'regard a several billion dollar 1noreaae aa ooderate. 
You would decrease unemplo,ment, but not enough to 
alter t he situation from being acut e. It you a&J 
that, I think you avoid that objection, since there's 
an explanation Which follows. Ve did that 1n the 
earlier part and ve v1ll make it consistent by 
doing it this vay nov. 

All right t 

•In 1937, t hirty-fi ve million persona vera employed 
in non- agricultural pursuits. Today leas than 
thirty- five million are eo employed. During 194o 
ve shall be doing vell it we again reach the volume 
ot employment ot 1937, whereas the non-agricultural 
working population in l94o v111 be about 2 million 
greater than 1n 1937. 

1 In addition to t hie unemployment situation 1n non­
agricultural linea, there is knovn to be a aurplua 
labor supply on tarma perhaps aa large as 1.5 million 
working persona that need to eh1tt trom terming i nto 
industrial opportunitiee. 

•In view ot the taot that there ia no expectation 
tor more than a moderate r1ee in national income 
tor the next t i tteen monthe, and in View ot the 
turther tact that a decline in bueineas activity 
sometime during the next titteen months is a possi­
bility, and, moat important, in viev ot the con­
viotion that sustained tull recovery is impossible 
unless action ia taken to correct basic maladjust­
mente: 
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Viner: 
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llh1 t e: 
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•There is general agreaaaent a~ng the pereone 
referred to aboYe • ••• • Referred to aboYet 

Your opening paragraph. 

Oh. • • • • • that a oompreheneiYe program ot action 
should be initia ted at once, such action to be 
designed to a ccomplish two thingel 

1 1 . Make some important contribution towards the 
el1.mination ot the basic maladjustments vh1oh 
stand in the va:r ot a sustained tull recoYer;r. 
Though the tull etteots ot t his program will not 
be telt tor seYeral :rears, it is Yitall:r important 
t hat such a program be initiated at once tor tvo 
r easons: 

•(a) It v11l take a long time ••• • • 

I 1d sa)' that the "aome• - I would object to the 
•some• as a gesture. I'd ea:r •Make a contribution 

• 
0Make some contribution •••• • - out out the word 
"important .• 

No, cu~ out t he •acme. • 

•MJ>Jte an important contribution •• •• • 

::.-ro 

'Make impOrtant oontribut1ona •••• 1 
- as much as rou 

can. You give a terribl)' bl&Ok picture. 

You seem to vant to do ao111ething. Vh7 not do all 
)'OU cant I mean •some• ia a limiting - has a 
limiting connotation. 

You don't need the •an.• 

No, ;rou don ' t need the •an.• 

That ' s still vores. 

Just happened to look oYer 1117 shoulder here, and it 
George doesn ' t mind- here'• hie veekl)' report; 
it sa)'& •1. EYidence 1a becoming more and more 
Ulllllistakable that a pronounced rue 1n bus1na .. 
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activity is getting under ~ay. • 

•Evidence is becoa1ng more and more • ••. •t 

"Evidence is becoming more and more unmistakable 
that a pronounced rise in bueineee activity is 
getting under way.• 

That ' s an error in pronunci ation, I' m at~ald. 

No. Got any money, J ake t 

What dld George sayt 

lfants to know whether he 'a got any money. 

I hope you're r ight, George . 

Oh ~ell •••• 

This makes a good setting tor t his progr~ 

I hope that I don 1 t take the wrong memorandwn. 
I might Just get them mixed. 

I would say •Make some effort .... " or 0 l{ake all 
ettortapoaaible to eliminate the baslo malad­
juatments ••• • • 

That ' s right . 

0 Malr.e all ettorta poaelble to eliminate the baslo 
maladjustments •• •• • 

Have you sot that, gentlement 

"Make all ettortepoeeible to •••• • 

• •..• to eliminate the basic maladjustments • • •• • 

That ' s- I think 1t 1 s weaker, but i t you think 
it ' s stronger, i t ' s all right. 

•1. Make some important •••• •- did I read onet 

·n 
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•(a) It vU.l take a long u .. before euoh a pro­
gram oould be worked out and put into etteot. 

• (b) It 18 i mportant to make clear to the publ1o 
that th1e Adm1n1etrat1on recogni~e• the existence 
ot basic maladJustment• and will take stepe to 
correct them, that it will push towards a rurther 
extension or Hew Deal prino1plea and v1ll adopt 
measures designed to insure long-term prosperity.• 

That 1 long time• - what does 1t meant 

Long time. 

Continuous. 

Ten months! 

Ten years. 

Ought to be long enough to get prosperity unt1l 
l9ll-l. l'le can cut out the *long- t erm, • Just nave 
• BUS ta1ned •••. 0 

I ' m not talking about •long-term.• •It will take 
a l ong time • ••• • 

\thy not say 1 several months" or aay i t v1ll take 
a couple or yearat 

.t.t l east a year, I should think. 

Take a couple years. 

It it can be •••• 

Well, whatever t1me you take, 1t 1 s a long time, 
l ong 1n proportion •• •. 

Whatever it 1s, you can't do it over n1ght. 

I think "long t1me• 1s better; whatever 1t is, 
1t 1 s long 1n rsterenoe to the taelt to be per­
termed. 

'llhy not say tbatt 
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Why not ear •It V1ll take at least 8ix years • ••• • 
Thnt would mean we have to re-elect a Democratic 
Administration. 

:?3 

I t depends - you cen start and ge t it in six monthe; 
you cAJl otill be working on any long-range program, 
possi bly, in tour years. 

•It will take time •.•• • I wouldn't say •••. 

tfuy say "long time• t Why not eay •I t will take 
t i me, • cut out 1 long1 t 

Can 1 t expect a 2lt-hour result . 

J.r e we all right , gentet 

Page 6. 

Hooray, page 6. 

l'lell , in (b) there - that could be put more tactually. 

Yes. 

Huh? 

Could be. 

Suggests a guilty conscience as it 1 s worded now. 

All r1gbt, gents? 

No , Jake is on (b), at t he bottow or page 5· 

You cheered too soon. 

It seems to me t hat this 1o important - ~t we're 
taking t his over tor is t o make • ••• 

Good l uck t o you. I 1m just telling you •••• 

lfhat ' s the matter with (b )? I like (b). 

For the purpose that we 1 re using this memorandum 
tor. 

' 
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The tact that J ake acccl) t ed it so quietly ought 
to make us pause on t his point: • It i s 1mnortant 
to m~te clear to the public thnt this Administra­
tion .... • 

" • ••• that even this Admi nistration •••• • 

(Hearty laughter) 

Hi s point i s that the Preai dent ~ight bridle at 
that : haven 't we been recogni~ing t he existence 
or basi c maladjustments? 

flo, that 's the ..ttol e point or going over there'. 
Ri.;bt, Marriner? 

I agree w1 th you. 
through abou t all 
saying it . 

11e 1 ve been talking all the vay 
the problema and nov we ' r e jus t 

And it he says , •Professor Eoolea , can you give me 
a few or them?• you've go t them, haven ' t you? 

I' ve GOt a few or them. 

All right . I like that . I mean after all , we ' r e 
not giving this out to the publ i c; i t it sees the 
l i ght or day, it' s because he did it. 

All right, gentlemen? 

•2. A progre.a or i.ml:ledlate action c!es1gned to insure 
a substanti ally increased national tncome in 194o 
and to protect us against the possibility or a 
sharp downturn in business during the next fifteen 
:nonths . 

•some or the :neasures which can be undertaken to 
correct basic maladjustments can be i nitiated with 
sutticient rapi dity to raise tho national income 
in 194o. 

"It to the increas e in national i ncome that woul d 
result trom measure& undertaken t o correct basic 
maladJuatmenta t here be added the further increases 
to the national 1nco:ne which w ul d resul t rrom 
measures specifically desi gned t o increase 1n 194o 

174 
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investment e and expend1ture e, t hen an 1noreaee i n 
the nati onal income ot f i ve bi lli on dollars or eo 
can be assured t or next year.• 

That must be changed, that five billi on - • • •• • an 
increase i n the nati onal 1noome ie likely. • 

No , say •a signifi cant increase in the national 
income. 1 

It can be changed. 

I would not put a precise figure. 

I think that 1 a a mistake. 

"There appears to be general agreement 1n the group 
mentioned above that Congress should not adJourn 
until an adequate program has been inaugurated. Or, 
it Congress is to ~Journ, it should do eo only 
with the distinct understanding that it 'IIOuld re­
convene after a short vaoat1on prepared to deal with 
these maJor problems, some ot which have been before 
us tor a long time. • 

Now 1 1m willing to put my name after that last para­
graph, which ot course i s t he heart ot the whole 
thing. You all r1gbt on that, Marr1nert. 

I agree tully, because it you don't do that, then, 
hell, anything you can do next year - you can ' t do 
anything, and why talk about all the. problem at 
lUgbt as well torget it unless he's perfectly 
willing to either keep Congress here or get them 
here a l i ttle later. 

Now, 1t you're through with th i s, right along thie 
line I' ve got somet hing- wal t a minute, I want to 
bring up right atter t his - it, then, the President 
oays, 1 Well, what have you gott• I' ve got a pro­
gram here. 

Have yout 

Is i t •vacation• or •reoeee•t Do they speak of a 
•vacat ion ot Congresa• t What ' s the techni cal t ermt 

• 
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Recess means they're going to reconvene. 

I want to explain, Marriner, I only started on 
this Sunday night, see' And t h1e may or may not -
you may be glad to lend your 1.-eight to it , Mr . Smit h 
may be glad to. But m:f thought was that lfhen we 
get down into how to do this thing - well, I only 
began to thi nk of it Sunda:f evening, so - but this 
is the basis for the idea. I ~<as tr:fing to arrive 
a t something which I could stand for publicly, 
tr:1ing to be realistic. I re&li~e that there are 
a lot or programs floating around the air. I 
didn't want to be 1n the position, particularly 
on account of being 1n the Treasury, of not having 
sol:l8 thing. So "e concoc ted t his, Md this progr~U> 
rests really on three premi eee. One, it reaches 
the lower t hird. Two, it does not cocpete with 
private business. And three, i t i s almost entirely 
outside or the budget. 

I can agree on those three. 

Nolf, •A. Projects wh1oh are in part or in whole 
self-liquidating: 1. Extension ot the United St ates 
Housing Program.• That's giving another 800 million 
dollars, lthich the Pree1dent has not approved to 
date. 

I can agree on that . 

1 2. Self-liouidating toll road, tunnel, and bridge 
l)l'O Jects. 1 -Having a corporation _organiZed to sell 
their own bonds, to tinanoe this thing; giving this 
corporation to the Hi ghway Department, you see, to 
lio.Lil:lnald - I mean g1 ving him a selt- 11quids.Ung 
corporation. 

That's on t he toll type ot t h ing. 

Ronda, tunnels, toll bri dges. 

Just to do with roads, t hat aspect of it. 

Just to do with tro.nsportation. 

Transportati on. 

.. 
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With transportat ion. 

Give to MacDonald, or the Roads Bureau, a eeJ.r­
liqui dnting, self- financing •••• 

:n 

I think MacDonald is pretty strong for something 
l1ke t hat . 

I think eo. It ' s a billion dollars, or which we 
figure three or four hundred mill i on may go out 1n 
the calendar year •4o - may. 

0Zxpanai on ot Farm Tenancy ProgrlliD. 0 

Let me ask you th1s on that program. That 'b'Ould 
be - t hat would be entirely financed outsi de the 
budget , the same as United St a t es Housing; public 
investoent , 1n other words . 

Yes . They'd have a corporation. The bonds would 
be sold like the Triborough bridge or any or t i1oee -
the same t hing, except Just by the Federal Govern­
men t instead or by the New York Port Authority. 
I t ' s the Port Authority i dea- t he best ltny, wouldn't 
it be , or applyi ng it to our Federal Highway Depart­
ment ' Wouldn ' t you say that was t he t hought , Ed' 

That ' a right. 

And Ed has grave doubts aa to how raat 1t oan get 
under vay. I th1nk he ' a right, but again it would -
the plana are being ~ade and the engineers have 
been figuring on it. l!aybe we can get out two or 
three hundred mUlion dollars . llut it' a a bUlion 
dollar program and I understand t here are a billion 
dollars worth or projects avni lable - by-passes 
around cities , new highway rrom Richmond to Ne•r York, 
sturr like that. I don 't know all the aturr. 

Mr, Secretary, the detailed program cnlls tor 
several billion dollars • ••• 

Oh, does it? 

•.•• but i n subsequent years. 

• 
.. 

Regraded Unclassified



s.M.Jr: 

~ooles : 

H.M.Jr: 

!celea: 

Vhite : 

H.M.Jr: 

Eccles : 

H. H.Jr : 

Eccles: 

R. M. Jr: 

:::cclea: 

H.H. Jr: 

Bell: 

H. M.Jr: 

Eccles : 

.178 

"3· Expansion or Fal'lll Tenancy Program tor the 
tieoal year 19~ trcm 200 million to 350, including 
JO million increase in rehabi l itation loan• and 
about 75 mi llion in farm tenant purohaeee. • And 
again putting this organi~ation - giving them a 
salt-liquidating corporation to t1nanoe themselves, 
Marriner. 

Well nov, that ' s being handled in Agricult ure nov. 

Yes. 

And it's pa.r tially aelt-11qu1dat 1ng, i sn't it! Not 
entirely eo . 

Partly. 

But they don 1 t go to the public tor their funds. 

No, I understand t hat. Your i dea hers ...oul.d be that 
they woul.d go to the public tor t heir tunda and 
ouch lose as t hey sust ained would come into the 
budget as the los e was sustained. 

Be organized on exactly the model ot Commodity 
Credit, where they are aelt-tinanoing but once a 
year we make a r eport to Congress ae t o the deticit 
and Congress votes the deticit and reimburses 
Comoodity Credit. 

And t hat, ot course, i s sensi ble accounting. 

That ' s sensible accounting procedure. 

lle t hink here t he Commodity Credi t model i s the 
beet model we ' ve been able to get out. I s that 
right, Dant 

Yea. 

Yea. 

How •uoh did you tigure to be able to ge t out on 
t he tarm tenanc:rt 
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Viner: 
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Eoclea: 
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R.M.Jr: 
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H.H.Jr: 

Eccl es : 

As near as ve can figure, a hundred mi.llion dollare 
extra. 

llhe.• v1ll they get out this yeart 

Somewhere - go ahead, Harry, 

I was going to say, their budget ror l94o oal.le -
fiscal year - for two hundred ~illion dollars. 

Por the fiscal year •4o. 

Ie that adding to thatt 

This is 350· 
Vell, that 's 
program. 

150 million over their present budgeted 

But what they'll get out nov comes in the budget. 

I say if you're going to set up this program you ought 
to relieve the budget •••• 

The Doint is, relieve the budget of the 200 million 
that0 s in nov, and put it all in this corporation. 

"Extension or short-term IU!d long-tor~ lo/Uis for the 
purpose or promoting foreign trade. • That 'a five 
hundred million dollars - might shove out next year 
three hundred million. 

Tbat 1 s al.l right, but •.•• 

Nov, all of these are outeide ot the budget, al.l ot 
theae cal..l tor creation ot self-liquidating cor­
porations. 

Nov, the toreign loan - you'd make that - you'd expand 
t he Export-Import Bank. 

That ' s right. 

The RFC could tinance them or they could tinance 
t h emselves. I would suppooe they would have Govern­
ment oapi tal and any los an - they'd be guaranteed 
by the Government - vnatever they put out. 

' 

• .. 
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That's right. I'm r i ght on that, am I' 

(Nods yes ). 

"ProJects which are not 8 elf-liqui dating: 

.:.so 

•Rapid expansion or the Food StRmP Plan tor dis­
tribut i ng surpl us commodities to all communi t ies 
and extensi on t o cover more oommodities, including 
cotton textiles, clothing and da i ry products.• 

!-!1lo Perkins says t hat somethi ng like titteen or 
twenty milli on people need to be served. "Rapid 
expansion or the Food Stamp Plan ror d1etribut1ng 
surplus • .• • • - vell , you're f am1l i ar v1tb that 
plan. 

Yea, I beard Perkins present it to the Advisory 
Council. I want t o say this , that be did an ex­
cellent Job and practically sold t hat vbol e group. 
There was a good deal or enthusiaSQ tor him and 
ror the program. 

If ell, he hasn ' t got t he money. Just means a hundred 
milli on dollars extra t or textiles and 
dollars extra tor rood. 

!1tty million 

That would have to come 1n the budget . 

Thot would come 1n the budget, that 18 right . 

And then: "Expansion on a nation-vide basis or the 
clr- elp oooerativee, nov successfully operated 

in llrehington·, D. c., Richmond and many western States. • 
That would be a hundred million dollars extra in the 
budget. I don 't know whether you 're familiar with 
that or not . 

I'm not. 

\/ell , we ho.ve here 1n 1.1aoh1n(;ton an~. Richmond a thing 
called a Belt-Hel p Co-op to serve people who are on 
relief vho don 't ge t enough money to l i ve. Therefore, 
they go t o this CooperAtive. I n liaohington they have 

• 

a t1tt y thousand dollar grant from 1/P.l, f rom which 
t hey buy sewing machines, bakeries, et cetera, et 
cetera; and through exchange or work they ?an exchange -

.... 
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put in eight hours' vork, Vhich gives ~hem a 
ticket tor which tha7 can obtain rood or •••• 

Wall, i t 1 a a good deal ot - what they were 
doing all over the country in 1)2 before there 
vas any Government hel p. 

Well, i t's worked succes atully, but there are 
more - tor instance, in llaahington the possible 
clientele is 10,000 people; they can ' t begin to 
eerve them, but it takas care ot the people at 
the very bottom rung ot t he ladder. 

It becomes - ¥ho vould adminiater itt 

The community. 

The vhatt 

The communi t J. 

.!81 

But what I mean i s- you're talking about a hundred 
million. 

Through WPA. 

That'~ Mbat I meant. It ' s part ot Y.PA, tor thi a 
particula r purpose. 

T~t 1 e right. 

There eeeE to be onl1 a tev thousand dollars 1n 
there now tor that . 

Pardon met 

Seems to be only )00 thouaand in WPA now. 

What do you meant 

In the billion and a halt, you mean , they ' ve eat 
a&ide, put some )00 thou sand dollars. 

I mean they have only three or tour pl aces that 
they contempl ate doing that. This would be a 
national prograa. 

• 
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You want to put it on to what ext entt 

N6.t::.o.laJ. . 

A hundred milliont 

182 

A hundred mill i on dollars tor next year. 

Tllree- quartera ot a mi llion workers by two years. 

\11th two hundred million dollars they could r each 
750 thousand people . And what it does - I mean 
we won't admi t there is a dole in t he country, but 
there is - West Virginia, ten dollars per month 
par family . And it glvea these families a chance 
through working to eke out an exiatenoe unti l they 
can t i nd a Job. Now, here in Washington, t hey ' ve 
got twenty di f ferent tradea - you c~ go down 
there and get trained. They place a lot or people 
back 1n wo r k . 

Those are the peopl e not on 1/PA. 

That ' s r i ght. 

And they are the poople that are not on State or 
locAl rel1et . 

They are on reli ef, but not on work projects. 

That 1s, they're not on the \IPA - that i s, vork 
projects. They are on State rel i ef. This is 
merely to add • • • • 

To add work and what they can produce wi t h their 
work to reli ef. 

And none o r the product s ot their work goes into 
private channels of trade. I t ' s all exchanged 
amongst themselves . Here they are tak1ngcare ot 
1n Washi ngton, I t hink, tour o r tive hundred 
people. 

\fhat i t do es is assi st the State in the State 1 s 
relict wor k , which is outside ot the t/PA or work 
relief projects. That ' s what ••• • 

• 
... 
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And it evades the price eretem and the price and 
wnge rates, so on - enables them to. 

:83 

lfell, t his calls tor an additional expenditure or 
two bi llion eight; in the calendar rear l94o, 
possibly - calendar year - a billion and a quarter. 
And we estimate that v a ' d ab sorb trom 500,000 to 
750,000 unemplored. 

You mean it would serve • •.• 

SerYe. 

No, I don 't get that. 

What did you ear' 
It would serve t hem. 

No, absorb. 

M1ght serve three or tour t imee that manr. 

You mean serve their tamiliee too. 

No, no. He 1 s t alld.ng about bow much emplo1J11ent 
the total program will ab eorb. 

Well now, Karriner, the thought on th1a ia - I 
saw tb1s in type th1s morning tor the tirst time. 
I don ' t know how rou'd like to handle it. I don•t 
know bow Mr. Smith would like to handle it. 

Well, I don 1 t see an.ytb1ng 1n there that I oouldn' t 
approve. I have a prograJII here •••• 

You ' ve got one too' 

••• • that would be supplemental to it and, it eeeme 
to me, in no way contli cta. It rou would like me -
couple pages here, very abort, juat a general out-
11ne or ao11e suggestion• that would meet it. 

•continuation ot a non-tederal work• program 1• 
ll18bl7 dedrable. Ware and meane to oont1nue tb1e 

• 
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progrtllll through !1nano1ng IIIAithods that take the 
form of an annual eubsidy of the servi cing of 
non-federal obligations, rather t han an outright 
grant of principal, ae at present, should be 
thoroughly explored. It t h i s method proves feasiblef 
a program or a billion dollars could be financed 
with only thirty million annual charges in the 
budget. • 

In other words, that's just like the United States 
Housing Authority, but whnt you do there - if 
that's financed outsi de the Treasury, then each 
year there 1s this three and - what 1a 1t, three 
and three-quarters percent, which comes into the 
budget. Now i n our public wrke our d1ft1culty 
hae been in the past that we make a fifty percent 
grant or a forty-tlvs percent grant and that entire 
amount comes out of the budget, whereas if a muni­
cipality or State or county or city could go ahead 
and finance like t hey do public housing, hospitale • 
or sewers or school systems, or whatever they may 
f inance •••• 

Pay the i nterest on the debt . 

And the Government would give the subsidy in the 
form ot an annual payment wh1oh would have some 
relationship t o the l i te of the pro ject. 

Excuse me just a ~nute. Harry, why don't you take 
this - you were gt~ ing t o fix this - change that; 
and 1t you and Currie want to work on it - I take 
i t you ' re both t~il1ar with Hr. Ecclee' statement. 

I don 't know whether Harry i s. Ot course, Currie 
1e i'am1l1ar with this. 

You better fix it up and be back, at the very latest, 
at 12:20, will you' I don 't know whether you need 
Currie or not . 

Not on t h1e. 

llo, I mean what you're doing 1a all right . 

There ' s going to be substantial - a lot ot agitation 
tor public wrks. 
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I don ' t quite - thi nk I quite understand you. 

They're talking about 500 million tor public works 
at the present t i me, or a billion tor public works. 
They ' ve got applications tor public works grante 
or a billion and a halt now. Now, instead ot getting 
that whole thing 1n the budget, 500 million or a 
billion, and give as a grant to the oity, county or 
State - 45 percent grant such as was done last year 
or the year betore, you sea, you have the - it a 
city is putting in a water system or they ' re putting 
1n a sewer system, or it they ' re putting 1n a hos­
pital or a school, instead ot the Federal Government 
giving them 45 percent right now tor that, the city 
goes out and tinancea a hundred percent ot that coat. 
That would be just like Hr. Straue 1e proJect. He 
t1nanoee a hundred percent and the Federal Government 
over the lite or the projeot givee them an annual 
grant •••• 

What do you suggest t 

••• . wh1oh pays the interest. What I am talking 
about is that under the same kind ot a program you 
could get a billion dollars a year financed by the 
oity, county or State that's outside the • . .. 

Not cha rge them any interest? 

You ' d give them the interest. 

And the Federal Government - they'd go to the 
market and get the money and ••• • 

We 'd subsidize them to the extent ot interest • 

•••. and you'd subsidize t hem annually to the extent 
ot . ... 

Fitty percent, we ' ll say, ot the interest and 
sinking tund requi rement . 

You've been gi ving t hem 45 percent oaeh outright; 
here you subsidize them the 45 or 50 percent, but 
you do it annually over the lite ot the project. 
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You ' d amorti~e the grant over the lite ot the 
pro ject, Mr. Secretary, instead of giving i t to 
t hem outri ght, and you ' d do it in the form ot a 
retund ot the service charge that they vould make 
on their •••• 

You do it with Straus. It can be ndapted. to 
publ i c works the same as you do i t with Straus, 
and keep the thing outside the budget. But it you 
put 500 million or a billion tor public works in 
t he budget, everybody says, ~hat ' s all spent, • see; 
they never figure the assets that you've got 
t hroughout the country. 

0/ell, that ' s one suggestion. !!ow, another ia: 
•upon the passage of the pending FHA - Federal 
Housing - eoendment, reduce the maximum rate of 
interest on the FHA mortgagee from 5 percent to 
at l east 4t• or maybe 4t. Now t hat doesn't sound 
like much, but over a twenty-year mortgage. it makes 
a very substantial reduction in t he cost ot housing. 
"This woul d mean an effective rate to the borrower, 
including the insurance , ot ••• • • -which is now 
5t- • .. . . ot 4 and three-quarters to not to exceed 
5, allo1'fing • • • • • - t hat all0118 tor the insurance 
premi um. "Make this change etteotive by having a 
Federal mortgage association purchase the FHA 
mortgagee to yield 31 percent instead ot the 
present 4t percent. • 

You take Jesse today and that Federal Wortgage -
they stand ready to talte thcee insured aortgages, 
but only at 4t percent; well , hell, t hey're borrowing 
money at one percent , eo they've Jus t got a great 
bi g spread. 

They're not borrowing money at one percent tor 
twenty years. 

No, they can ' t borrow for twenty years. 

That ' s what the mortgages are tor. 

They are amortized 1n twenty years. They don 't 
average t en. The amount outstanding ••• • 

I 
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-lJl-

And Jesse can borrow ten- year money at leas than 
4i percent . 

I would support that very heartily. 

Nov, i t seems to me • ••• 

'l'he rates are too h1sl1. You see, the banks are 
buying them rroa each other now at premiums, once 
they get insured. 

But here 1 a the r.ortgage company. There' a the place 
to catch it. Even at three they could do it. What 
1! they don 't have more than a one percent spread' 
And thus get the lending institutions t o loan at 
tour percent , because they ' ve got a marke t at 
three and a qu.arter percent. Now, that 1 a the way 
to get it down. Now, the banks won't like this a 
damn bit. They never liked it when we reduced it 
rrom rive and a halt to rive. But they'll take 1t. 

Now, I still haven ' t gotten away trom that ·rai l road 
equipment thing. 1 Additiontll railroad equipment 
would be urgently needed 1n the event or further 
recovery or in event or war. The supply or rre1Sht 
oars, tor example, is nearly 700,000 below 1926. 
The potential de1!18.1ld could be made actual 1t tlla 
loan nuthori~tion or the IU'C tor equipment loan• 
waa 1noreased, and it the IU'C wuld announce that 
tor 8 period ending, •&¥, June JO, 194oLon equip­
ment to be delivered before June JO, 19qo •••• • -

~9 7 

or you 1111ght even shorten the d!lte to by the end 
or next year- • •••• i t waa prepared to make loans 
covering tbe tull coat or the equipment tor long 
maturities• - as long aa twent y year s, maybe twenty­
five yeare - •at a low rate or interest. • 

These would be equipment oertitiolltea, I take it. 

Oh yea, equipment truat oertitioatea. They could 
proY1de that the Pll71D•nta wuld not oo~~menoe the 

Regraded Unclassified



E.I!.Jr : 

!:ccles : 

Vhlte : 

H.ll .Jr: 

Bell: 

Vin·,r: 

Foley: 

C'utfleld : 

:sa 
-102-

t irat year - I mean instead ot the tiret six months, 
why, put it ott and give t hem a year without payment 
on the princ1p&l. 

•Such loans would be financed out ot the proceeds or 
RFO •.•. •- be financed outside ot the budget. 

!low, I know that \Iegner , who is handling the RFC 
bill in the Committee, is - he'o favorable to botH 
an expansion ot that loan possibility •• •• 

To ra1lroadst 

=o railroads • ••• And also he is in favor or an 
i nterest rate - a hundred percent loan on an interest 
r ate ot two percent, assuming that it's cede appli­
cable tor a year - got to come in now and do it. 
But he will not do it unless the President will -
he sent a oemorandum down to the White House about 
two weeko ago to find out whether or not t he Presi­
dent would assume respcneibility tor i t, see, would 
come out tor it, and he's got- when I saw h1m here 
about a week ago, he had received absolutely no 
r eply. 

And eo - well , anyway, that's one - I'm sure you can 
stimulate some substanti al private investment there. 

l{r. Eocles , !!light I interrupt a oocentt I want to 
finish something in the next tew minutes; the 
Secretary wants to raise an additional one vnich 
he didn't raise before - another vay or 1'1nancing 
oute1de the budget. 

\I ell, it's a rural electriticnt1on progr81!1 . He 
said t-..e could spend a hundred ten. 

In addition to what he is spending nov. 

I sn't that competit1vet 

No, because it's in areas 'Where there isn 1 t anything 
now. 

Debatable. Debatable. 

• 
... 
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It may be potenti&Lly • • • • 

You ' re not sure it 1a not competitive. 

In some areas it may be. 

In this way the cuetomere pay tor the line. 

They claim, on the contrary, that they aid and 
add to the power by building linea and what- not 
that would not otherwise be built. 

'l'hat 'a right. 

It Jake has any doubte, it 1 a not important enough • • •• 

No, I'd say in so tar ae non- competitive- well, 
I ran into a si tuation in Michigan where the 
eleotr1tioat1on project and a pri vate project were 
serving the same territory, round themselves serving 
the same territory. 

I agree wit h that, that ' s true where they ' ve got 
eome ot these private power plants that are trying 
to tind an outlet; they do run into this thing. 
I would say let 1s recommend th1e w1 th that oond1 t1on, 
that the rural electritioat1on, so tar a• it can be 
done •... 

To supplement. 

Non-competitive. 

Non-competitive. 

Make that a condition. 

The experience I had in 1111nd ia that last summer I 
rented a sWIUIIer home, and they oame to eee - thinking 
the owner was there, both parties came to solicit -
in that area, a pri vate company and a Government 
project - bot h came to aoli cit tor a line along a 
oerta1n road. 

We can put that qualifying phreee in the aummaryl 
•providing these are all employed tor purpoeee, 
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or for project s wh1oh are non-co~petitive . • 

That's all right . 

That ~enos an 1ncrease of seventy ~illion, not 

~ oo _ .. 

a hundred ten, since they had forty planned already. 

Do we give them a chance to s ell their bonds ' 

They can borrow now, Mr. Secretary, from the RFC. 

t/ell, no, I think t hat goes out t h1s year, doesn 't 
it, and next year they ' re 1n the budget, I beli eve. 
Have to check on that. 

We 'll give t hem a self- liqui dat i ng corporation, 
t 1ve them a selt- liquidat1ng corporation, t ake t hem 
out or t he budget. That ' s the whole thing. I 
wou l dn't want to put i t in unless we can do it on 
a eelf-liqui dat1ng basis and t aka it out •.•• 

I t ' s a very popula r project all over the country. 

All right . Excuse me, 14arriner . Non-competitive 
and a self-liqui dat ing corpora tion. 

Yes. And I' ll f1nd out how much of that can be 
spent in 191!o. 

1fell, i t 1 s be1ng done outsi de of the budget now, 
i sn't itt 

No. 

I sn ' t it' 

3ell: To t he extent t hey go t the money f r om the RFC las t 
year, t hat's true, but now t hey ' re back 1n the 
budget on a direct appropriation basis, I t h ink. 

Eccles : 

Bell : 

!:ccl es: 

All done through the RFC. 

I t was. 

1/ell , I think this equi plilsnt th1ng would be verT 
popular with the steel compani ee. 

• 
... 
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va7t 

Whet 

Frank Wright. 

Well, I tell you, I don 't - Frank Wright is pretty 
ultra-conservative and pretty pro- railroad, and 
particularly the Union Pacitio and the big r ail­
roads. I ' d want to discount quite a good deal 
whet Wri ght says about it . 

Wright i s qu1te enthuaiaetic about i t. 

Huht 

Wright is qui te enthusiastic about the possibilities. 
He got out 200 m1llion in 19~ tor rails and he 
thinks he could get out more. 

Some or them were equipment trust loans, but most 
ot them were maintenance. 

I thi nk i t you made t1 real drive tor t his, made the 
t erms two percent, which is attractive, t~nd give a 
deadline as t o when they htld to come in and do i t -
I think you'd get out 500 mi lli on dollars with no 
trouble at all. Don ' t you agree with that, Currie, 
!rom the studies we have made - at least 500 milliont 

(Node yea) . 

.Ul right . 

Nov, on the question or !arm banetita - ot course, 
that ' s go1ng to go through anyway, but I merely had 
down here that those increased payments will come -
they ' re rat her well t imed, it seems to me, i t they ' re 
going to be made, because they ' ll come in the spring 
ot next year, when other expenditures are falli ng 
ot t . So 1t does ••• • 

Ben: That ' a t rue or pari t y payment e. 

That 1 a what I'm th1nk1ng or. 
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I think t he important point, Governor , 1s not 
whether we want them or not, but the qgeation ot 
financi ng them. Be Yery desirable that they aaauld 
not swell the derlcit and should not be financed 
out or processing taxes; should be financed out ot 
middle income or inheritance taxea. 

That is, it they a re going t o be financed - I mean 
if they ' re going to swell the budget, then t hat 's 
one thing ; but i t they are not goi ng to, then cer­
t ai.nly they ehouldn ' t be financed out ot processing 
taxes and they should be f inanced out ot those 
taxes that would bear - vall, that would reduce 
savings. 

Well , what aore heve you got! 

All r i ght. 

"Public selr-liqu1dating investments.• 

Ot course, you've got in the budget now certain 
t hings that if they could be taken out, they would 
hel p the budget p i cture a nd give you those tunda; 
and looking at it rrom a standpoint or the debt -
and it w:>uld provi de tundG on the baaia or aelr­
liquidating assets t hat are held. 

llow, 'l(e've go t here a toll authority, 'Hhich 1a the 
same t hing that you have mentioned, you see - you've 
already read it 1n JOUr memorttndum. 

The vhaU 

A toll author1t7. 

Oh yea. 

Belt-liquidating - tor tunr,ela, roads , bri dges , et 
cetera. 

Now, tho one t hing that baa no t been mentioned that 
I t hink is almost aa important aa all the rest put 
together, i e the pension pi otura - old- age pensions . 
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Xameradl 

ThAt ' s fUndamental. Politically i t ' s t he moat 
popular thing 1n the country today. Every poll 
indi ca tes 1t. There is a demand tor it , and with 
the present program that we hc.ve - although I know 
we 1 re not i ncreasing the tax tor next year, that • s 
negative ; >~e just don't increase t he consumer tax 
because ve don't increase t he payroll tax. But 
neither are there any substantial benefits paid 
out next year. 

Well, you and I are - on thie one, we go just like 
that (ind i cating opposite directions) . 

I expected we would, but that doe en 1 t change my 
opinion anyway. 

\fell, the pending bill, Marriner, calla for some .... 

Liberalization. 

You don 't get your disbursements •••• 

Couple hundred million, at leaet. 

Here' s what you get next year 1n the budget - I 
mean in your Social Security program. You vlll 
add between five and six hundred million dollars to 
your reserve, under your present plan. 

~emember , that' s just on paper. 

193 

Paper, but it's a budget - it adde to your defic it, 
and you ' re interes ted here in not showing a defi cit. 
It you're going to add that tour or t1ve hundred 
mi l lion, it comes out or consumption almost entirely. 
And , t rue, it goes into the reserve and t hen it's 
borrowed !rom the reserve tor other purposes, inotead 
Of borrowing from the l~etropol1tan Lire Insurance 
Compeny, so you bor row trom your own OllV1ngs in the 
reserve that you have accumulated, and it bears on 
consumption as you collect the tax and it increases 
the deficit when you build up - I mean it increases 
the deficit when you borrow the funds out of the 
r eserve. 

.. 
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Increasee the debt, doesn ' t increase the deticit. 

Huht 

Increases the debt, not the deficit. 

It ' s neutral with respect to the budget. 

~94 

Well, listen - look, old man, I don 't know whether 
as we called it, the •curry- Comb plan' - whether 
t hey got it trom you or you got it trom them, not 
that it would make any ditterence, but I can ' t be 
eold on that one. 

llell, I 1m not sol d on 8.11)' particular plan. I 1m not 
talking about a plan. I 1 m talking about the prin­
ciple ot the tb.1.ng here . And it seems to me t hat 
our present program is entirely inadequate so tar 
ae next year is concerned; that it 1e the cost de­
flationary thing we've got in the picture. And it ' s 
the most - here this Adminietration etepe out to 
get a Social Security program, and instead ot 
getting the benefits ot it , it's building up a 
reserve and it 1 s building up a aystem ot which 
the benetite will only accrue to the other tallow 
possibly in 19~2 or -3 or-~ or -5; that up to the 
present time there has been practi cally nothing 
paid out to the aged. We've been building up 
reserves here in a depression and we haven't reached 
the point were the out-pe,yment 1e aDTWhere near 
what the collection is. In tact the out-p&TD~ent 
won 1 t be anytMng until next year, and next year 
it will be a very small part ot the tive to six 
hundred million that 1 a collected. And I 1d like 
to see us next year stop building up the reserve 
and revise the plan so ae to pay out at least as 
much ae we collect next year. And there is five -
it you do that you von 1 t attect the budget at all; 
you 111 pay out 500 million more than TQU will other­
wise pey out. 

Well , you don't expect - you ' d have heart tailure 
it I 1 d agree with you. 

No, I didn't expect you to agree, but I Juet wanted 
to raise that aa being the - I tb1Dlt the most im­
portant aingle element in thie picture ot increasing 
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con~er bu71Ug power, ot reducing the adverse 
ettects on the budget, ot politioa1ly meeti ng 
the present pu~lic and popula- demand. 

SMith is going to reel kind or lonesome when he 
goes over. You ' re goi ng tO have a plan, I 1m going 
t o have a plan. All he ha• is "balance the budget. • 
You ' re going to be avtul lonesome. 

I om very cons cious ot the tact that everybody else 
1a t1guring out ways or spending money. We don 1 t 
have to. 

Spending without taxing or increasi ng the det1c1t . 

I don ' t d isagree on your program. I can endorae 1t. 
I n tact, mine - a portion ot it is the same th1ng, 
as I understand it. You wouldn't disagree, would you, 
on coo~ ot mine here, tor inatance , this housing! 

We are in agreement. 

Railr oad equipment , 1! we Qan get it. 

Well, I•d want a 11ttle more time, but the onlJ 
thing where rou and I would part company violentlr 
1s on t his old-age • ••• 

Social Security, 

Yes. 

Yea. 

And on the railroad th1ng t here is a d1tterence or 
opinion. The railroads - I understand they von 1 t use 
it, You th1nk the)' will. 

It ve got cheap enough loans, I think ther wuld, ree. 

So t he answer is, I suppose, 1! the President wants 
it, to hang it up on a tree and see whether ther 
want it or not . 

lfell , ldlat do you th1nk or the public works! 

• 
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I'd want to talk that over 1n the shop a little 
b1t. 

It looks like ther e io going to be something on 
public uorke. 

I'm not sure, I ' d like to talk about it. 

:ss 

Ir that can be financed in t h is way, i t will cer­
t ainlY hel p the budget picture. 

I haven 1 t had time enough, I don't want to ooo:uait 
mys elf. But - I mean ther e ' s no reason why we each 
can ' t leave ours with the Preaident; he can do what 
he wants with it. 

Well, the only place we are in, aa you say, an:r 
real disagreement 1a on the Social Security pro­
gram. 

I think I 1ll have to tell him that he'll have to -
that we'll have to develop an investment budget to 
rationalize these points. 

Do that or shelve it. 

\I ell nov, Eccles and Smith, 
12:25 with copies or t hese . 
you see. I a that all right t 

I•11 be over there by 
They ' re being t yped, 

We 'll meet over there? 

All right . Now, as I understand it, we ' ll l ikely 
onl:r have a halt hour there , and eo I don 1 t think 
we should give him any solution. Here' s what I'd 
like to see us do today, eay, 1 1/ov, these are the 
problellle. If you want us to tr:r to get together 
and br ing :rou a program, give ua a little while 
here and we ' ll give you a- ve 111 bring you one.• 
And then i t will gi ve us a chance to - I don 1 t want 
to ge t in this one - I mean it ' s Just a qu i ck ten­
tat ive thing, and I wuldn ' t wont to say, rtthout 
studying yours more - and I think i t would be very 
much better 1f we eay, •well now, we're not ready 
with the answers, but give us a little time. • 

Say you ' ve done some preliminary work. 

That was the original i dea, that we present the 
probl ema. 

And neither or ua gives him a program. 
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1. It ia the general opinion ••ong .&.dainhtration 
otr1o1ala and technician• in Walhington who are on, or 
are coopera t1ng with t he r1eca1 and Monetary A4Y11or:r 
soard, t ha t there ia little 1f an:r proepect t or M r lr.ed 
reoOYery during the next two :reara . 

2 . Enn with a liOderate i01p.ro n11111nt 1n bue1neae the 
unempl oyment 8ituation will still be acute. With no im­
provement 1n buaine 88 the nUJIIber or unemplo;red Will in­
crease beoau8e or the annual accretion t o the labor aup­
pl)' or more than halt million a :rear , and becauae or con­
tinued technologi cal change. 

3· SOae or the• aleo recogni~e the poaeibilit)' or 
a down turn i n buaineee acti•i t y betore the end or 194o. 

4. The inabilit;r or our economy to reach and main­
tain even the modest obJectin ot an $SO billion national 
1nco:~e 1a due t o the eX1etence or certain tunduental 
.aladJuataente wh1cb haY8 been deYelop1ng. Soae Of theae 
aaladJuat .. nte are aubject to correction, otbere aa:r be 
oompen aated t or . 

5. Some ot the baaio change• whioh are partly re­
eponai ble t or the lower leYel or bueineee actiY1ty during 
the 30 ' 1 are as tollowe: 

(a ) We han t or the t1rat lUI ta1ned period 
in our h1atory a YCluae or aaTlnge which at a 
high leYel or na ti onal income i e oons1derabl7 in 
exceae or t he profitable outlet• t or such ea'l'inga. 

(b) Certain large induatriee experienced the 
aaJor portion or their expane i on during the 20 '•· 
Theae ha•• now reached a s tage ot growth relat1n 
t o t heir potent ial aarkete which el1111natee the• 
in t he foreseeable tuture aa potential outlete to r 
large amount. ot new eaTlnge. !hough we expect a 
continued growth ot moat or tbe ae induatriea the rate 
ot expane1on and the abeolute Yolu .. or new ea•1nga 
they will abaorb will be l ee• than it waa in t he 
201 a. 

( o) Bae1o diffioul tiee in certain 1sportant 
induetriee which t or epeoial reaeona do not proYide 
nearly eo iaporta.nt an outlet tor capital ae they 
did in prior deoadee, e.g., ra11roa4e, agriculture, 
coal. 

: sr 
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(d) !'be rate of populd1on 1noreaH hae b .. n 
out in half ae oo..,are4 Wi~ ~e201e. 

(e) The 'firtual ou .. uon of t ore1sn inn•t­
aent which 1n the 20 1 • aooounted t or about one­
halt billion a 7ear. 

(f) State and local bod1u wh1oh 1n the 201e 
proYided an outlet tor ea•ing• of nearlJ a billion 
dollar• a )'ear baYe 1n recent )'lara aotuallJ added 
a little to the current •olUM of ea•inge through 
a net reduotlon 1n their outetandln& debt. 

(&) Sb.arpl)' curtailed expendi ture on non­
profit pri't'Ate buildlng, 1 .e. , ohurohee, olube, 
un1Yerelt iee, etc. In tm 20 1 e theee accounted 
tor a bal1' billion to a b11.11on dollar& a )'ear 
and the)' now are le ee ~ 200 a1ll1on. 

(h) The elack created b7 the o•er-produotion 
ot oo-roial bu1ld1nge 1n till late 201 e will not 
be taken up tor ••••ral J&&re at lea1t. 

( i) The trend of teobnolo&tcal change o.,..r 
11uch of induatrJ hae been in the dlreotlon ot a re­
duced ..aunt ot capital oontu~~Ptlon per unit of 
output. 

( J) The Federal., State and local gonrn.ent 
tax ltruo turee now der1•• a creater proportion ot 
total re•enue fro• taxe• that curtail oon1u.pt1on 
than wae true 1n the 201 •· 

( k) !be eerioue reduction of certain foreign 
.. rk,te for i8portant export orop1, e.&·, cotton, 
wheat, tobacco and bog produote, and the tailure 
ot f oreign trade pneral.l7 to re•i.,.. t o the lenl 
ot tm 201 e. The ourta118ent of tm ee asrltete 11 
not ~e to tellpOrart factor•. 

(l) Tbe e1tuat1on 11 agsra•ated b7 tbe fact 
that thoee 'llbo ba•e or oon trol t he na tlon 1 • eanng• 
are def1nital)' •ore t11l1d 1n undertakin& bullneee 
riak .,..nturee. file 1Jioreal1n& uDOerta1ntt, both 
eoonolllo, poll t1 oal and eooial, which h&e char­
acterhed tbe paet deu4e bae u.de people 80re 
OOIIIer't'&Un l n both expen41ture on ooDIU8er goode 

:sa 
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and in the investment or their eavings. In addition, 
the tax burden has increased as ccmpered with the 20 's, 
t hua reducing tbe net proUts lett to the investor or 
bueine t a entrepreneur and tbe reby in some instances 
reducing t he incentive to undertake rieka. 

6. The United Statee ie not un ique with regard to 
the ohnnged m ture or tbe economy. The advanced European 
countries have experienced the same contraction or out­
le~a t or their savings. Some or them have temporarilJ 
solved their problems by a new induetry grea ter than all 
the new industries o! the past period combined, 1.e., 
armaments and complimentary indue tria e. In aollle or them 
the problem baa been rendered leu acute by the !act that 
tllelr tax progru has resulted in a diversion ot a larger 
portion or potential aav1nga back into consumption. 

7. As a consequence or tbe ae ba de chllllges we are 
raced with inevitability or a low national inoo~~~e unlese 
either or both of the following hanpen: 

(a) The development or appearance or eu! !leient 
investment outlets t o absorb the savings or a high 
national income. 

(b) An increased proport i on or the nr-tional 
income is spent on consumers goods, thereby reduc­
i ng the volume or idle funds and inc ree.s1ng tba 
pr o!i table out le te t or eavinge. 

S . Turning t o the iauDed1ate situa tion tllll'e are 
nu~~e rous indica tions that the prospects t or substantially 
increa aad n~tional income 1n 1939 and 194o a re not good. 

There are two elements in t he pietu,e which are 
t:u ll1ah : 

( a) Inventory reduction haa been proceeding 
t or acme months and a cessation or reversal or tbia 
trend wo ul d be a stimulus t o pro duo t1on. 

(b) Expenditure on consumers goode baa been 
maintained deep i te the decline in business ect1v1 ty • 

• 

• 
... 
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Oil t be otmr ddo of the pletive are tlao to11ow1•: 

( a ) fto 11pt1tm 'lib loll 'bop~~ 1a 1'JS roaobod 
1 u.ru 1a Doooabor ucl 1111oo theti Uao tilae 
l eT ot 'bllelM .. aoUYUJ baa bo011 do'llllward. 

( 'b) •o o1pJ.t1outi llloroaeo 111 tiha 110' 
oontr1'bllti1oll tio baJ!-. power 'b7 tiha ro481'al 
GoY81'DAOIIt lllldlll' tilae oxioUII. prOIJ"&a Will -lll' 
t hla Joal' ud a 1'0CbaoU011 1e uUo1patocl 111 tihe 
f ourth qU&J'tw. 

( o ) !'mra 1a llUla 'baoh tor tho upooh­
tloll tit.ti oar ozpona 111 1'' ' u4 1,-o wUl ~ 
oeo4 tho 1'34 1o~1 cloap Uo tiha llloroaoocl UUMD1; 
pr ocraaa abroacl. 

( 4 ) Boulllg aoU'I'1Uoo appear to ha'l'o 
roaoho4 a platoa~~ ud tihero 4o .. aot oo• to 'bo 
an7 proopooti of a tunlaer arto4 111oroaao of "­
oonotnot1oll. 

( o) •o svbatanUal lllor .. ao 1a rallroa4 
oqul paant 'bU7~ ou bo allt1o1pato4 111 tho bal­
anoo of tho JO&l'. 

( f ) !'hero 1e 1UUo proapoot of u upano1o11 
in publ1o ut111tloa. !'ho proao11t oapao1t7 ot tho 
lndvot r7 1a adequate t o aooti tiho noocla ot tiho 
OOWit1'7 O'I'OD w1 th a aoclaratio •laoroaao lD tho l o'l'al 
o t blla1Doaa aot1YU7. 

<•> Doop1h tiho llloroaao 111 orclora tor 
~· llotih 4o•aUo u4 troa a'broa4, tho 
boa'l'7 11141latr1oo aro atilll cloproaaocl. 

(h) 'rlloro 1o 11othlll• 111 tho proopooU ot 
tho ap'lOalt'llral al~UOD tio J•tlt7 tiM ozpootia­
tloll tollat U will •pp17 a at11N1&tilll. 1Dtla01100 
on bualnoao aot1'1'1tJ. 

200 

(1 ) tbaro 10 a tartbor po11tloa1 taotior, aaa o17, 
thoro will pro'bab17 clo'I'Ol op a a trona tiu4on07 011 
tho paM of oartala pooapa to toHCO tiha proopootio 
of 1aao41atio prof1tia 'b7 poatpon!QI U7 la'l'ootiaaato 
or plant ozpa~~a1on a~~til1 after tho olootiloa. 
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9. I:Yen U there 1a a aoelerate illorN .. 1n bu1-
nt•• ao~1T1iT oezt T&&r tbe WDe,ploTatni e1taat1on will 
be eubetanUallJ tbe eue 1n 19110 aa u 1a now. 

In 1937, 35 a1111on pereona were eaplore4 1n non­
agricul tur al pureu1ta. !OClaJ leee ~an 35 a1111on are 
eo eaplored. Dur1ns 1940 n eball be do1q well 1t we 
again reaoh tbe Tol ... of e.pleJaent ot 1937, wberNe 
the noa-acrioultvral worUns populaUon 1n 19110 will be 
about 2 ll1111on greater than 1n 1937. 

In addition to tbie llDHploTatnt e1tuat1on 1n aon­
agr1oult ural linea, there 1e kDown to be a evrplua labor 
euppl 7 on tanu perba~ •• large ae 1.5 a1111on workiac 
pereone that need to shUt troa tara1Jig into 1nlbas tr1al 
opportuD1t1 ... 

201 

In Tiew ot tba taot tbat there 1e no ezpeotaUon tor 
aore than a aoderate r1ee 1n national 1nooae tor tbe aezt 
t1tteen aonthe, and 1n Tiew ot tbe t~her taet that a 
deol 1ne in bue1neee aot1Tit7 eoae t1ae during the nezt 
t1t teen aonthe 1e a poee1b111t7, and, aoet 1aportant, 1n 
• 1ew ot tbe oonTiot1on tbt.t eueta1ne4 tull reooTer7 1e 
1mpoeeibl e unleee a ot1on 1e taken to oorreot bae1o aalad­
Juet lllente: 

There 1e general agree•nt aaong the p ereone referred 
to aboTt that a ooaprebene1Te prograa ot aot1on thould be 
ini tiated at onoe, sucb aot1on to be 4ee1gned to acooapl1eb 
~wo tbinge : 

1. llake eoae 1.aportut contribution toward the 
el1a1nat1on ot the baeio aaladjuetaeate wbioh dand 
1n the -.,. ot a euta1ne4 tul.l reooTtrT. !boap tbe 
tull etteota ot th1e procra• will aCIC be tel1: tar 
.. Ter al n are, 1t 1e T1tall7 s..portant that euoh a 
prograa be initiated at onoe tor two reaeone : 

(a) It will take a long t1• before euoh 
a prograa ooald be worked ovt and put into etteot. 

(b) It 1e iaportant t o ..0 olear to t be 
pllbl1o that tb1e A4a1a1etrat1on reoogn1zte tbe 
ez1etenoe ot baa1e aaladJuetaettte an4 will take 
etepe to oorreot tbea, that it will pveb towal'd_ 
a turther eztene1on ot ••w Deal pr1noiPl•• and 
will adopt a eaeuree d .. 1Sned to inevre leng-tera 
and euta1ned proeperUJ'. 
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2. ~ prograa of i-41ate aotlon des ign;ld to 
1neure a aubatantlal~J inorea .. d nati onal 1noo.e 

202 

1n 194<> and to protect ue ap.illlt \he poasibillty o f 
a sharp downt urn 1n bu81ne11 during the nex\ tifteell 
11onthe. 

Some of the 118aaures wh1oh oan be undertaken 
t o correct basic maladJuatmenta oan be initiated 
v1th sufficient rapidity to r a i ae the national 1n­
co~~~e in 194<>. 

It to the increaae in national illOON thAt would 
resul t froa N&surea u.ndertalten t o correc\ basio 
u ladJua taents there be added t he fUrther 1norea eee 
to t he na tioneJ. inooll8 wh1ob wo uld re8Ult· troa aeaaurea 
specificall y desigped t o increaae ill 194<> 1nTe stment 
and upend1tures, then an inorea ae in t2le nat1ona~ 
inooM of $5billion or eo can be assured t or Mxt 
rear. 

There appears t o be general agreement in the 
grou p mentioned above the t Congreee ahould not ad­
Journ until an adequate program bas been inaugura ted. 
Or, if Congress is to adJ ourn, 1t should do ao onl)' 
with the diat1not understanding that it would re­
convene after a short vaca tion prepared t o deal with 
t he se maJor problema, eome of whioh have been before 
u s t or a long tiae. 

' 

• 
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