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CORFIDIN'l'IAL 
Preee Oonterence #83, 
Executive Ottioes ot the ~bite House , 
January 2• 1934, 10. 50 A.M. 

THX PRESIDENT: I got t o bed at 1.30. 

Q. At'ter we wrote the stories that you were going t o work all night .on 

' your Message? 

THE PRESIDENI' : Yes. (LRughter) 
. 

MR . DONALDSON : All in . 

' TJIE PRFSI DEm' : I don 't thin.lc t her e is any part icular news . You have 

"!:' 
•• U \ • 

a message . I t hink it speaks ·for itself. Tomorrowrthe Budget 

' Message comes out ancl t hi s afternoon we ho.ve Arraneed f or a little 

party of thP. financial peopl'l who are comine ov~:~r to the White 

Hou::;e , t o 'the Oval Room , 11nd we will s i t around and ta1.l.k figures . 

4 . 30? 

Tm: P:U::SIDENT : 4 . 30 in the Ova l Homn and t ry not t o make it more t han 

t hirty or fort y peopl~ , if you c~, , because you will alL have to 

sit on the floor . 

!SR . "EARLY : The Budget "Girect o r advi ses t hat he will hnve. copies avail-

able at 3. 30. 

't'TIE PRESI DE!ll' : The copi es will be available at 3. 30 so .that t hose who 

-
are goine to come will be abl e t o go over 'th~ copies . 

Q ¥.ben may we ex-pect t hat t he debt ~l.essnge will go up? 

Tlil1: PRESI DENT : I have no ioeo. There isn't any timetf\bl e on t hat. 

On the l'AY cut_ t hin(!; you wer e aski ne about, a draft of Order 

caine to me this mor ning end , because it di n not have all t he sup-

porting figures •1hicb I want t o go into myself, I have sent t or 

the supporting figures and it will probably be some time betora 
'~ __, 

• J 
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I .go through all the figures • 
. 

So there really isn't any news . Jus t as a hi nt, I would go 

a little slow .about talking about large restorations and also I 

think that yo\l do have t o r emember that I IIlii bound by t he law on 

this thing. 

Q I s t hat s i x per cent a good g uess? 
. 

THE PRESI DENT : I think it i s e t er r ible guess . (Laughter) 

Q Y.hicb way? 

THE PRESIDENT : (No ansv;er) 

G. H~w would you guess? 

THE PRESIDEt\'1': I haven 't t he figur es yet, that i s it . 

Q You said it v,ould be some tiwe . I s tnat hours or day-s , sever al 

days --

Tffi: PRESI DE!'.'l'.: ( inter:;>osiu~) I told you it is .net'ely a question of 

my getting tirne t o do it.' I t depends on when I eet bl'lck. t o t he 
- . 

houae 1.1nd when we get t Jtroueh wi t h the Budget t a.l k . I am £Oing 

~o t ry t o cet at it t oday but I cannot &u~rantee-rt • ., 
't l.ir. Presi dent , is 1 t permissible t o discuss the text of the \:essage 

at this t ime? 

• THE PrtFSIDE~~: I do not suppose t hat we had better t al k about t he de-

• t oils of the Message 'because , iii t he first 'plnc,.e , most o'f your \ . 

s t or ies a r e written . \'.'bat wer e you goi.oe ttJ ask , what particulAr 

kind of a t h i ng? 

Q YoU(sai d in the Message t hat some of t he sist er nations were not 

ready t o s t ab il i ze . Does t hat mean t hat we a re? 

all. It s perfectly clear and speaks for it~lf • 

, 
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Q Mr. President, do the other Keaaagea aake apeoifio reoomeendationa? 

THE PRISID!tlr: I hanntt any schedule at all. I dontt know. There 
' 

.J will b~, of course , during the cour.se ot the s.,ai:on, other mea-

sages. I don't t hi nk tha~ I will adopt the attitude of ~ending 

a message up on every specific subject . L 

Some of t he legislation 

will probably originate in committees. 
' 

In other words , there will 

be a pr etty close l i aiRon between t he \',bite House end the committees 

and there will be substantial agr eement . A good meny t hings will 

not be/-- will not t ake the form of messages t o Congr ess at all. 

There probably will be a messa£e , as I saia t he other day, on 

tariffs but t here i sn 't any regular' schedule of messages or even 

t-------__:~d::..:e::..:t~e~l'!ll~i::::n::::ac.::t.=.i.::::On:::....:o:::=f what thin,gs will take t he form. of messages and 

. ......_ 

whet v;on 't. 

Q Tent atively again , i~n • t every nation goine to s tabilize if it could 

n~~e the parity f i gures? 

THE P.aESID'ENT : If it could name its own figure? · I don't K:now. I 

, 

t hink you had better u~e this -- I suppose you can use it as back-

ground . There are a good many nations whose entire financial s et-

up is so weak thAt it rr.akes it awfully difficult f or t ijem t o do 

anyt~ing -- unbalAnced bud~s , . t hings ~f that kind . It ~s a 

little bit as if you and St evie and I were t o agvee ~o enter int~ 

a part nershi p an•l each put in ~·100,000. (Laught er) And then you 

and I were t o discover t hat while St evie had :V,100,000., he was 
. 

living away b~yond his means . (Laughter) Well, the chances are 
. 

t hat you and I wolll d go ahead without St evie and t hat is a per-

rectly g?od illustration of one of the i nt eruational probl ems re­

l ating t o permanent st abilization. 
I 

·........J . 
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-You will notice that when l used the word •atabilizatloa,• 

I also used· the word •peMallent• which i f a n ey ditrerat thiq 

• 
we ar e l ooking a l ong wa7s or t o t he time when we can get it 

world-wide. 

Q Are t her e any count r i es t hat j ust want to stay away from st abilize-

· t ion and stay away tro.m gold and go on a managed currency entirely? 

THE PRESIDEm': For inst ance , Sweden has a lll8naged currency today. 

Q. Would Sweden have preferred to stay away? 

THE PRESIDENI': Great Britain has a managed-currency. 

~ And there is some sentiment toward keeping it that way? 

THE PRFSIZOO': Yes . 

ct \'iould you suggest that the N.R.A. 'be w.ade permanent at thi s session 

of the Congress? 

THE PRESIDENT: Well, I think you are a little premature , .Tohn 

(Boettiger) . I think if you will 'read the message, it makes it 

perfectly clear thet certain objectives or certain fUnctions of 
, 

the N. R.A. - - not necessarily because I very carefully said t j at 

· there are some things that need readjustment of machinery-- but 

be made perma-
I 

that certain objectives and p~pose~ must not · only 

., nent 'but a.re permanent·. They are just there . The people w!io are-

kicking, they are just out of luck. . ~. \ 

Q · Mr. President • in the Interstate Commerce Conunission, · in the matter 
. . 

of the appointment of the successor of Brainerd (Mr. ezra Brainerd , 

.rr. ), has that matter been taken up? 

THE PRESIDENT: I have not had time to take it up at all . Probabl y , 

the vacancies ·on the R. F. C. won' t be till ed. I have to reappoint 
• • 

r 
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~be Boe.rd ot ~he R.l' .c. I thiDk on the dxteenth ot 1~bout 
/ 

then, and I will till the two ncanciee: There 1a ob.e (now) and 

ot course Mr. Couch (Mr. Haney Couch) 1s going ott until that 

time;. 

Q In your discussion of your M~sage, I guess we are bound t o keep 

that until it is released? 
, 

THE PRESI DENl': Oh, I think so. You will have to keep this hlk of the 

Message until it i s actually delivered. Don't put anything on the 

wire until then. 

Q Don't tell anything about my hundred thousand dollars? 

THE PRESIDENT: No. (Laughter) Right, stout tallow. 

Q (Mr. Stephenson) Thank you, Mr. President. 

Q Have you di scussed t ni s matter of retiring submarginal lands? 

THF. PRESI DENr: Somebody wr?te t he story way back somet ime during the 

summer when we announced the poiicy that tor every acre we would 

put 1n by reclamation we would take out an equivalent number ot 

acres that would produce the s~ crops. It is a perfectly d~fi­

nite policy and has been for months. 
I" 

~ Thank you, Mr. President • 

• 

' 
l 

• 
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CONJ'IDIR'l'IAL 
Preas Conference 184 - Budget. 
ExeoutiTe Ottices ot the White HOuse • 
.Tanuary 3. 1934. 4·45 P.M. 

\ 

THE PRESIDENl' : Well. Gentlemen of the Senate. (laughter) I am sorry 

Lew Douglas is ~t here but Mrs. Douglas is not well up in New 
• 

' 

York and Lew had to go up this afternoon, so I haven't anybody to 

l 

explain t~e details and I ho not believe I can. I will do the 

best I can. I think I can talk about the high spots of the Budget 

Lies sage but when it comes down to detail3 you will h.ave to dig into 
. 

the figures yourselves . as I will have to di spense with Lew Douglas. 

By the way, p'lease note . that the confidential release means 

"when delivered to the HOuses ." whi9h wi~ be . I take it, at the 

opening of the session tomorrow morning . They will be there at 

that time. anyway, so when they are handed in at the desk at the 

Senate and House , either one , let it go. 

In regard to tbe Message , I suppose if I were writing your , 
stories for you, I would say it is ' the most brutally frank Budget 

. 
, Message ,ever sent in. In other words , I am not mincing words or 

trying to hide anything • . &wever, and this is going to be awfully 

h~d for you to \1rlte, there isn't a single figure in this, except 
' 

about ~illion dollars in- regard to 'this year' s B\ldget"- -- t his 
~ I 

year' s financial operati ons of the Covernment -- that you people 

have not been in possession of since the sixteenth of .Tune and I 

am awfully sorry if you people have not used your own pencils . It 

is not my fault, the figures were there all the time and any one 
~ 

ot you could have added tham up. So I hope you will make it per-

tectly clear that what may appear in this particular fiscal year's 
) ~ , -

.... 
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tigurea u be1D£ perhaps a bit ot a shook is your taul t and not 
. ' 

mine beoause, when you come down to it -- let me give you a little 

philosophy in Budget-making -- a legislative body authorizes aP: 
< 

propriations. From that moment on the authorized appropriation 

becomes a contingent l i ability. It may not be spent but it may 
. 

be spent. It may not all be spent this year , some ot it may be 

spent next year and some ot it the year atter; on the other -hand, 

all of it may be spent this year, therefor e it is a contingent 

liability. 

Now, the authorizations of the last sessi on of the laet Con-

gress, in o~her words , the Congress t hat went out on the fourth 

of h~rch l ast , plus the authori zations of the special session, 

made it perfectly clear that we might very easily spend this cur-

rent fiscal year that v1e are 1n now ~10 ,000, 000 ,000. N~you 

ask , "Bow do you arrive at that figure?" Turn to page -- at the 

bottom of page v. It shows that we expect to spend -- to spend , 

min-d you; there is all t he difference in the world betYleen expen-

diture and appropriation -- we expect to spend ~9 , 403 , 000,000. 

Turn ov:er to t he next page and that is itemized in t hat table 

into two main headings : for the general expenses of the Govern-, 
. ) 

ment , -*3,045 , 000, 000., and for emergeFcy . expenses , ~9 ,403,0~0 , 000 . . . 
(There was .e slight pause.) No.W, t hat ~'9 , 403, 000 ,\000 . might have . . 
been a great deal bigger, 

~ You m~an ~~.357 , 000 , 000.? 

Q. • You mean sb: billion --

' THE PRESIDml': (interposing) I m.ean nine biilions, the t otal ot the 

figures. The t otal figures will be, as tar as we can tell now, , 
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t9,403,ooo,ooo. 

Now, I R7, that should not be a shock. Firat, there ia a 

whole lot ot stutt that has not been authorized by the Congress, 

bas not been spent and is not goi ng t o be spent this fiscal year • . 
For example, the t otal appropriations t or public wor ks, which 

wer e t3,300, 000 , 000., we only have gone in for ~1, 677, 000, 000. 

We mi ght, it we had allocated i t di f ferently, spend the whol e 

$'3, .300, 000 , 000. In the same way, on R.F . C., that big item, 

t3, 969 , 000 , 000., Jesse .Tones might have obligat ed t he Government 

tor t he t ot al amount. As I remember it , t hat i s about ~150 , 000 ,000 . 

shy of what he could have spent or obligated t he Government f or --

what he could have spent this f i scal year. Therefor e , and I em 

taking t he of fensive here -- ther ef ore , if you peopl e had. only 

added up figures that were in your possessi on on the sixteenth 
. ' dey of .Tune , you could have figured very , very easily that the 

\ 
expenditures during this fiscal year could have run beyond 

~10 , 000 , 000 , 000 . So , do not bl ame me for springing things on you. 

~ Do you know what the emergency expenditures are? 

THE PRESIDENI' : I have not got i t. 

~ ·no you know whether the Government could spend money as fest as 

shown in her e? People have added f i gures and concluded a deficit . . 

between four and five billi on dollars , r eckoning that t he Govern-

ment could not spend money f ast er· t hen t hat, evon with c.c.c. and --

~ THE P~IDENT: (interposing) In t he f irst pl ace, t hi s emer gency l ist 

ot i 6, 357, 000 , 000 . i s ~de up by taking t he l owest est imat e of what 

each one of t hese agenci es expect s t o spend . Thei r est imates t hat 

t hey t hink they c·an spend ar e hi gher then t hese . \\e are t aking the 

• 
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• 
lonn. 

Q ~ added it up to ts.ooo.ooo,ooo. and I cut it and said it was 

$4, 000 ,000,000. 

THE P~IDENr: Yiell 1 t or example, nobody on the sixteenth ot J"une had 

the foggiest idea as t o how much of the Public l'lorks money could 

be spent 'bet or e the first of J"uly next, 1934. It we had not reached 

it the way we had , if we had just. approTed nery application from 

every state and community all thro~h the country, we would have 

spent it and a great deal besides . But i t ~as available f or ex-

penditure and t he actual r ate of expenditur e depended on the admin­

istrative methods f or spending it . That amount of ~·9 , 000 , 000,000 . 

does not represent nearly what \'ie could have spent under author-

izations t hat wer e all completed on the s ixteenth day of June • 

.j'hat is the point I vl8.1lt to !tl8.lce. Therefore , there should not be 

) anything surprising in the figures for this f iscal year • .. 
~ I s direct relief in here? 

Tm. PRESI DENr : Yes . 

Q Onder Public \i'orks? 

THE PRESIDENT: As I remember. it -- now you\ are getting me. down to ~e­
tsils -- as I 1:emember it , part of the relief moJ4ly came from the 

n . F. c. and $400 , 000 , 000 . of the C. \I .A. c ame from Public Y.or ks . Am 
• I right on t hat? I t hink that is right . 

Q , Carrying on t hi s question of how fast the money can be spent , I 

think the Treasury ' s l ast st at Blllent showed t .hat t he R.F.C. spent 

Uoo,ooo,ooo. in t he first s ix months . This figure would mean 

that in the coming six months they would hsv~ t o spend five times 

t hat amount. Is there any expansion in the R. F. C. activities which 

• .. 
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would eDable them to do that? 

THE PRESIDJNI': I thiDk that Ileana they han spent 6oo aU.liou !IIOre 
, 

than their receipts. 

Q This is not a net figure then? 

THE PRESIDENl': No, this i s a gross figure . , 

Q Is there any figure showing the return to the Treasury by the R.F.O.? 

THE PRESIDENI': I thi.nk that is in ht!re but I could not tell you where. 

Now you have me ; I do not know. 
""'-... ' 
Q On page VI you say that there are certain additional expenditures 

in that t l.l66.ooo.ooo . "shown in a subsequent table herein." 

~nere is that table? I have not found it . 

THE PRESI DEm': Maybe it is in the big book . 

MR. EARLY: That is where I think it is. 

THE PRESIDEm' : I t hink it is in t he big book. 

Q Mr. President. just t e> r.lcu t his up . this ~·9 ,403. 000 , 000 . ie the 

figure you t-~ctut~lly expect t o reach in this fi s cal year? 

THE PRESIDH.'T: Yes , t he t otal expenditure . 

Q. That is exclusive of t he t hings that may be ·spent but t hat ere not 

going t o be spent? • 

Tl!ll PRESIDFNI': Yes., 

Q Otherwise i t would have totaled t en billions plus? 

TilE PRESIDL:.fl': And most of t hem, if not all , appear in next year ' s 

Budget. For i nst ance, t he firet . itern, page VII. (under emergency 

expenditures) i s t or Publi c \'•orks. ~;l.089 .000,000. Now. that is 

a~l monies appropriated before the s ixteenth of June last , end 

there will still be some money out of the *J.JOo . ooo. ooo. that 

will be spent in the fiscal year 1935-1936. For exampl e the 

( 
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'l'r1bol'OU&h Br1d&e 1n Nn York and the bu1ld1ag ot GonrDMDt ehipe 
; 

and 1 tema ot that k1D4 ...-111 take three yeare t o complete. 

Then on page VI, the next paragraph below the table, the ee­

timated receipts tor t he fiscal year are ~3,259,000,000 . Those, 

of course, are very distinctly better than we had any i dea of last 
' spri.ng. In other y,·ords 1 taxes have been coming in in better shape 

during the last six months than we had anticipated . Then, leaving 

out cert~tin additional expenditures over 1934, (reading from 1935 

Budget) 

"On t hi s basi s , includin6 , however, cert ain 
additi onal expendi tures tor 1934 which ur e not i n­
cluded i n the Budget estimates but which ,! believe 
to be necessary and amounting t o ~1 ,166 , 000 , 000 as 
shown in a subsequent table herein --" 

Where that subsequent table is I d.) not knov.. I can describe i t 

t o you. Those are amount s which ~e believe ~e have t o get appro-

prie.tions for very soon from t he Congress , I mean within the next 

month, in order t o carry us through on certain oper ations that 

are under way , all of it to be spent before the first of July . 

The princi.P!!-1 item i s the one we ·tal~ed about the ot her day for 

cont inuing the C. '\'; .A. In other w.ords , we only bave enough money 

to run_ t he c.<\ .A. •mtil the fifteenth ox' February and we be-lieve 

t hat t hese f our' million people who are on the rolls of c.v; .A. 
• 

ought to be given work: up t o warm weather which, on t he average 

of the country -- we set the date as of t he fift eent h of April . 
' 

That means providing the money for four million peopl e for two 

months longer. That will come , as I remember it t he las t' time 
., 

they v1r ote t he figures , t o about ~400 , 000 , 000. Then t here are 

certain other items ; I t hink there are four or five of them. There 

• 
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ia moner needed t or ~he Home Loan Bank buildi ng, t or Farm Credit 

whioh i s mostly , as I r emember it, not direct l oaning t or t ara 
..... . 

credit on tarms but is to t ake up the ol der f inanci ng of t he l and 

banks, the .Federal Lend Banks , ~I remember i t, which is 100 or 

150 million dol la.rs. There er e s~eral items or t hat kind to put 

t he previous legi slation int o full effect and it totals 

~ 1,166, ooo , ooo . 

Q That ~~11 b~ing the total expenditures for t his fiscal year'to 

~10 , 500 , 000 , 000. ? -
THE PRESIDENT: ~10 , 569 , 000 , 000 ., yes -~ no , no ; on this basis , includ-

ing, hoY/ever -- we are wrong there - - including, however , cert ain 

edditlonsl a:xpenditures for 1934 t o the tune of ~·1 , 166 , 000 , 000 . 

as sho\\11 in a subsequent table , the ez:cess of expenditures over 

r eceipts i s ~7 , 309 , 000 , 000 . t;ow t :1'it f i gur e is arrived at -- you 

have it .right -~ the expenditures of ~ 9 , 403,000 , 000 . less the in-
·' 

come of \1 3, 259 ,000 ,000 . , plus the ne\·: expenditure of U ,l66 , ooo , ooo . 

right ? 

Q. Yes , s i r . 

Q. ~t t he gross expenditures will be over ~10,000 , 000 , 000 . ? 

THE PRESID'ENI' : Yes. 
, 

On t he ba si s of~st~~tes the total debt , 

in the strict \~nse of the t erm, at t3e expiration of t hi s fiscal 

.. year -- in othe~·ords, t he .ciebi t side of t he Government balance 

sheet-- will t her efor e umount to approximately ~29 , 847 , 000 , 000 ., 

or an increase as sho~n above of ~7 , 309 , 000 , 000. (Readi ng ) 

"However, as against thls increase in the 
total debt f i gure , it is right to poi nt out t hat 
t he vari ous governmental agencies have loans out­
standi~ with a book val ue of ~3. 558, 516 , 189 agai nst 
whi ch collat eral or asset s have been pl edged . 



• 

•In order t o 'u.ke clear to the Coqreaa what 
our borrowtns problem 1s tor the nen 6 months, · 
pel"'lit me t o remilld you that we aball baTe t o bor­
row approx1JIIately 6 billion dollars ot new money 
and, in addition, 4 bi~ion dollars t o meet matur-
ities ot a like amount.• . - · 

84 -- 8 

I do not think t her e i s any question of the authori t y of t he Gov-

ernment t o borrow that amount of money for the next s i x months i n 

view of the subsequent pages in this Budget Message , in other 

words, the proposals for the next two fiscal years . 

Q This cr edit side ot the ledger, this ~·3 , 558, 000 , 000., against whi ch 

collateral or assets have been pledged , does that include the Pub-

l ie Works loans already made , or does it include the R. F. C. loans 

.to banks? 

THE PRFSIDm~: I coulrl not t ell you except - - and t his , I must tell 

I 

I 

you, is part guess on my ~art -- I do not t hink that includes any 

ot the Public Works lofUls except where the collateral is actually 

in the Government poesession at this tin.e, and that is only a very 

small percentage of t lie allotments that have l>een ma~e to self-
' 

sustainine public works. In other words , s great deal of it , as 

you know, is in process of the actual siening up of the contract s 

' with the municipalities and the delivery of t he certificates ot 

indebtedness or bonds or whatever it may be . Actual~y , this figure 
. 

of t 3 , 558, 000, 000 . i s e very conservative fiaure . It probabl y runs 

a good deal more than that and , in these figures, it is also fair 

to say t hat or the figures on the expenditures , llS I said , we have 

taken t he maximum. 

01' course we· ell know that probably a goocl deal of thi s llill 

not be spent t his fiscal year but I am taking the worst side of 

• 
' 
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expenditures and the sane way on t he incoae side, the reTanue end, 
' . 

I am taking the l owest tigure that &D7body has estimated. I do 

not went to make t he mistake that has been made on certain prni ous 

occasi ons you are all familiar with. 

~ Is t here any estimate here on the amount of the processing taxes you 

were able t o collect? I have not been able to tind it . On page 

VI t here is an item, "Agricultural Ac!Justment Administration , 
; $10) ,000 ,000." but I have not been able to find any estimate ot 

the processing tax. 

THE PRF.''!DENl' : I think t hey were left out on bot h sides . There is 

something about processing taxes a little later on. 

Q ;lr. President , on pege 21 of the Secretarr of the Treasu.ry ' s Annual 

Report, the increase in the 1934 estimates makes it (the excess 

ot expenditures over receipts) ~ 6 , 141,000 , 000. ~no the increase 

in the public debt to ~:28 , 679,000,000. I do not quit e understand 

how you reconcile that with the Budget figures , which a re more _ ... 
than a billion dollars higher. Is that because the figure 

~1 , 166 ,000 , 000. is not taken into account? 

Tilli PRESIPJl!Nl' : I guess so. See if it checks. 

' ~ It does not quite , to t he extent of 30 or 40 million dollars. 

THE PR.ESIDEtPl': 'tlell , what is that between friends? (Laughter) I guess 

t hat is it . Of course when t het r eport of the Secretar y of the 

Treasury was made , be di d not know about my $l , l66, ooo ,ooo . 

Q I see . 

Q ?.'a-. President , on page VIII can you break down that ~.2 ,000 , 000, 000. 

for the next fiscal year that you are goi ns to ask for? 

THE PRESIDENT: Let me come to that. On the top or page VII you take 
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up the tiaoa1 year 1934. 

Q Mr. President, just one more question before we go on. This sounds 

n-ry silly: ~by is 1 t that the expend! tures of this fiscal year, 

which ends June thirtieth, are taken up in t bis Budget r~port? I 

thought this Budget report dealt with the fiscal year 1934 and 

• 
THE PRESI DENT: Because, in dealing with the fiscal year 1934-5, I have 

... 

·. 

got to tell the country how we started ott on the first of JUly, 

1934. If I 'll"ere t o tell the country thet 11·e s tarted off on the 

first of July , 1934, wit h aD estimated public debt of 

~29,847 , 000,000 ., wi thout .explanation , it would have been pretty 

bad. 

NoY.: , the fiscal yea~· 1935. (Readi!le;) 

"The Budget estimates of expenditures, exclu­
sive of debt r et irement of (525 , 763, 800 and exclu­
sive also of such swn as n~y be necessary for new 
anu extraordinary recovery -purposes , for the fiscal 
year ending June 30, 1935 amount to ~3,960,798, 700." 

On the expenditures for the fis9al year ending June 30 , 1935, 

under genersl expenditures, we have for Departmental , Legislative 

end Independent establishments the total amount of ~3 ,237, 000 ,000. 

Then, under emergency expendit.ul"es , we have·the Publtc Works 

dninistration , $1,089,-000,000. ~i.lreaciy appropriated for; the 

Agricult ural Adjustment A4ministration , ~5 ,000,000 ., which has 

already be~n obligated; Emergency conservation work, ~65,000,000.; 

the R.F.C., ~480,000,000., which i s the excess of credits and you 

will therefore deduct it; the Tennessee Valley Authority, 

t3l,OOo , ooo., which i s the balance of the t 5o,ooo,ooo. appropriated 

t o them, already authorized but not expended; . and Federal Land 
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Banks, tl2,6SO,OOO., ll&k1Dg the total tor the year, DOt OOUDt1Dg 

any new emerseno:r expenditures, ot t3,960,ooo,ooo. (Read1Dg) 

•It will be noted that lllllll1 ot theae i teu 
such as public works tall under appropriations 
made in 1933, the actual expend! turea not taking 
place until atter ·June 30, 1~34. (For details of 
above expenditures see Budget Statement No. 3, 
table A.) 

"The above figures do not include additional 
loans by the Reconstruction Finance Corporation. 
It its loaning authority is extended beyond June 
30, 1934, it is contemplated that any additional 
loans by it would t hereafter be takan from the new 
and additional recovery fund hereinafter r eferred 
to." 

In other words, what we have done-"ther e is in our f igures of re-

cei pt s end expendit ures of the R.F.C., we cl ose them out as of 
. 

the thirtieth of. June, which means that if their life is extended 

and .they go on for another year, anything additional they spend 

in the new year will come out of new appropriations. 

~ Doesn't their lending power expire this January? Don' t you ~ to 

have it extended to June tnirtieth? 

THE PRESIDENI' : Part of it does and .Part does not. I think some of it 

does have t o be extended . ? 

. 
Now, as against that figure of total estima.te.d expe!lditures, 

we get estimated recetp~for the next ~!seal yeax , exclusive of • 

foreign debt payments and , by 'the way, that does not mean t hat we 

have abandoned askine and trying to get foreign debt payments --

and of increased revenue flowing from amendments t o the existing 

revenue law, amounting to $3,974,000,000. (Readi ng) 

"Therefore, exclusive of debt retirement , t hese 
Budget estimates for the next fiscal year show a 
small surplus of ~13,866, 779. But it must be borne 
in mind that this surplu.e does not include any ad-

•• 
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' 

cl1Uoul expa41tu.rea tor ntraorcSlllerr reoonrr 
purpoaea.• 

Bo ;you llllsht fairl;y eay that, nol1:la1n of those two, exolua1Te 

ot foreisn debt, liquor taxes and increased reTenue from tisbten­
' ins up on the existing law, on the credit aide of the ledser, we 

would haTe a surplus tor the next fiscal ;rear of il3,ooo,ooo., 
without counting any new appropriations towards recoTery. 

; 

Then I go on: (Reading) 

•It is clear that the necessity for relief 
end reconry will still be with '\,S during the yeer 
1934-35· Additional relief funds will be necessary. 
Further needs _2f the !)Ountry prohibit the abrupt 
termination of the Recovery Program. No person 
can on this date definitely predict the total amount 
that will be needed, nor the itemizing of such en 
amount .• 

That i s the answer to your questi on• (Reading) 
·? 

"It is my best judgment at this time that a t otal 
appropriation of not to exceed 2 billion dollars 
will, wtth the expenditures still to be msde next 
year out of existing appropriatio~s , be sufficient. 

"I shall therefore ask the Congress for appro­
priati ons approximating that amount ." 

Now, the best way to put it to you is the way I put it to the 

Senate and House leaders the other day. I said , "I am going to 

ask you. for ~2, 000,0~ , 000 . and I don 't care, it i s u~to you 

gentlemen on the Hill~ as to how you are going to pass that 

~2, 000, 000,000. You ban either give it t o me as a lump sum, or, 

if you prefer, you can itemize it according to the be.st informa-

tion and recommendations I can give you at the present time in re-

gard t o those items . But if you do itemize it, I hope that you 

will give me the authority to shift amount s from one item to 

another as may be needed." 



.· 

Now, roushlr epeek1Jia, - I do not eee that there 111 aJ17 

reaeon wb7 I should not tell you now, thie 1e Yeey general -- ae 

to the itemizing, and it gi"fes a pretty good example too, take 

the question ot relief for next winter: nobody knows what that 

will run to. VIe cannot t ell until we know the conditions next 

fall . We do not believe that we can cut ott Federal assistance 

to the stat es or munioipali ties altogether. \,e do not think there 

is a possibility of that. ~e think it may run a minimum around 

~30o,ooo , ooo.; we think it may run a maximum of ~ 8oo , ooo ,ooo ., 

but we cannot tell in between those figures. Therefore, if I were 

asked what amount I would put in the itemization of the 

~2 , 000 ,000 , 000 . for relief, I would say "Somewhere around 550 or 

600 million dolla't's. " \',hen the t ime comes , it may be less or it 

might be mor e. 

Another item, public v1orks , ought t o have some lee'I'.'BY again . 

v,e have the carryover of a little over a billion dollars to spend 

next year but t !lere will undoubtedly bo certai n projects which 

ought to go on , both because of their own merit and also in order 

not to chop off the work in any given locality . "r:e probabl y oueht 
' 

to have a comparatively small additional s~ f or public works • . 

There again, I could not tell on the second day of January exactly 

what the situation y;ould be , or even on the first day of July, and 

I would put do~~ as e . rough figure $500 , 000 , 000. for public works. 

Then, the third major item r elates to the R. F. C. There prob-

ably will be, next year, certain necessities tor Government le11d-

ing , vthich is very difficult to forecast at the present time. It 

may be neces sary to use some additional Public Y1orks -- R. F.O. 
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money, tor eDDiple to help ou"ti weak banks, tor the purchase of 

the asse~s ot banks. It may be necessary or adYisable tor the 

R.F.C. t o take care of certain other t1nancing that has not been 

~leered up yet and probably -- I t hink probably you had better 

treat this as ott the record because we do not want to scare 

people -- we may need, when we come down to it, certai n financi~ 

tor-building and loan associations. There i s no legi slation to 

t ake care ot it. We may be able t o YJork it out this year, before 
. 

the first of July. After all , we have i.nsured the savings banks 

and all the- other banks and even the Morris Plan Bank that came 

in yesterday, and some of the building and loan associati9ns t~ 

are used for the i.nvestment of savings may need t he swne ki.nd of 

assistance we have given t o other savings i.nstituti ons. I would 

rath,er you did not say anything about it because it may cause a 

run on building and loan ~ssociations . Take another instance: 

The i.nsurance company problem is a good deal better than it was 

because, now that the fuss is over, you and I can t alk pri.vately 

among ourselves and admit that last l•iarch there V!aS not a solvent 

i.nsurance company 1.n the Un~ted .States. The Federal Government 

has never gone into the i.nsurance field in any .,.ay. . It has alv;ays 
. 

been a state matter. ~e may need to ~trengthen some of the i.n-

f surance companies next fall . ~~ot that they ere not today_ t echni­

cally solvent , all of them. Then some of the mortgage guarant ee 

companies, which have syread an enormous volwne of securi.ties 

guarant ee .mortgages -- out through some of the larger centers ot 

the country, we may need t o do some financing on some of those. 

Therefore, I am putting i~·;oo,ooo ,ooo. for the R. F:.C • 

. . 
.r 

·-
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That brings you t o $1,600,000,000., t hose three Ueu, 

t6oo,ooo,ooo. t or .• eliet , i5oo,ooo,ooo. tor R.F.c. , $500,000,000. 

t or publi c works, whi ch is $1,6oo, ooo,ooo. Then t 30o,ooo,ooo. t or 

t he Civil i an Conservat ion Corps , because I am going to recommend 

t hat t hat go t hrough another year. That is $1,900,000,000. The 

last $100,000,000., I have forgot ten now, but I think i t is Farm 

Credi t and Home Loan. But , as I say, I want to have -- I have 

asked Congress to give me authori ty to shift from one i t em t o t he 

ot her as may be necessary , at least until Congress meets next 

January. 

Q. '\'lill the N. R.A. 9.dditional expenditures come out of Public Vtorks? 

THE PRESIDENT: I think -- end on this again you had better check it 

I think I have allocated enough out of Public \'iorks already to 

tide them over to t he end of their legal lite. ) 

Q. Did the off- the-record apply to t he mortgage gua.ra.ntee companies 

only? 

THE PRESIDENT: I would make it apply to the building and loan and in-

surance and mortgage guarantee , all three . You n.ight call it the 

emergency needs of t he "R . 'F .c. . 

Q. T~ mortgage {5Uarantee has already bee~ dQJle to a small extent ? 
l THE PRESIDE!n': Yea , but we are not out of the ~·oods on it> yet.' (Reading) 

"This amount i s not included in t he Budget 
estimates. If appropriated and expended , t herefore , 
it Vli ll change the small estimated surplus of l J 
milli on dollars int o a debt increase of near ly 2 
oi llion dollars. It i s only fair, of course , to 
say that such a debt increase •1ould be partially 
offset by loans made against collateral and asset s 
pledged . " 

That would be so in the case of R. F. O. and Public \'.orks. (Reedi ng) 

' \ 
• 

, . 
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., 
Wfheretore, the total debt, it 1Dorea•ed br 

the sum ot 2 billion dollars durtDs the tieoel rear 
19.35, would amount to appron.atelf 1.31,8.34,000,000. 
on 1une .30, 19.35.• 

Then come what is really these two things, which amount to the 

most important part of the Budget Message from the point of view 

ot putting the lid on unlimited Government ~xpenditures. (Reading) 

"It is my belief that so far as we can make esti­
mates with our present knowledge, the Government 
should seek t o hold the total debt within thi-s 
amount." 

That really is the most. s i gnificant phrase in the entire Message. 

(Reading) 

"Furthermore , the Government during the balance 
of this calendar year should plan t o bring its 
1936 expenditures, including r ecovery and r elief, 
within- the revenues expected in the fiscal year -
1936." 

In other words , plan definitely es s part of Government policy 

duri.ng the balance of thi.s year to bring in a Budget next year 

that will be absolutely bala.riced and with no deficit in it. In 

other wor ds , a Budget that will include recovery and reli.ef as 

.. 

well as general expenses . of the Government and have that all covered 

by revenue. · (Reading) 

~ "Let me-put it another w~y: The excess of 
- - -..expenditures over receipts duri.ne; thi.s fiscal yea-err--

- amounts to over 7 billi on dollars . !~y es.timates 
for the comi~ fiscal year show an· excess of .ex-

. penditures over recefpts of 2 billion dollars . We 
should plan to have a definitely balanced Budget 
for the third year of recovery and from that t1me 
on seek a continuing ~eduction of the national debt ;" 

Q Mr. Presi dent, reverting to the .t op ·paragraph of t he page, you leave 

out liquor taxes. Are you saying that t he liquor taxes will take 

care of su·ch appropriations as Congress will make which you are 



-' 

'1'BI PRISIDD'l': I ea DOt talkiDs about tboee tU, are DOt OOilt ildq 

at all. But we certa1D17 will sn quite an addiUODal. .. , •• tu 

as aDJ' hulllan beiDg can tell, troll the liquor taxee and the Usln•.: 

ins up on the income taxes, et cetera, yes. 

Q You speak ot that (the continuing reduction of the national debt) 

trom that time on. Is there to be any f:tllllual debt retirement in 

the interval? 

THE PRESID]NI' : That is just whet I tel.ked about. I said, "Why don't 

you put debt retirement dow?" But , what is the use it you are 

borrowing more than your debt retirement; why not leave it out? 
\ . 

~e could very easily put debt retirement in and borrow that much 

more but, es lone as you are running a deficit, it is simpler this 

Y/ay. 

~ Later on in t his Messeee you indicate t hat the revenues from these 

sources, liquor end i ncome taxes, will amount in a few years to 

approximately ~400,000,000. end nowhere in the Budget does that 

show as an offset. If the estimates of revenue from that source 

prove sound, would that 111ean that the deficit in two years will 

be approximately i400,000,000 . less? 
• 

TBE ·PRESIDENI': Yes but , of course, I ca'nnot te.l!:e cognizance of that 
, . 

because th.et is up t o Congrette . , 

~ Are we not abating some taxes, those taxes that were levied for the 

emergency? 

THE PRESID:ml': Yes, they do not appear in this • 

• 
Q Therefore the liquor tax is to ta.ke the place of those sources ot 

revenue, is it not? 
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a M I rn ber u, " abatec! about tuo,ooo,ooo. wonh 
ot tuea --

Q (interpoaiJI&) t227,ooo,ooo. 

Q (by a representat1Te ot the Budget Bureau) It ns t22o,ooo,ooo • 

THE PRESIDJ!M': Was it $220,000,000. tJlat w~nt out? 

Q (by a representative ot the Budget Bureau) Yes, that was the carry­

ing cha:~:ge on the $3,3()0,000,000. 
1 ' 

Q By increased taxes you mean all over $1.10? 

THE P.RESIDENl': All over $1.101 and I can tell you that the gentlemen 

from the Hill, when I read this the night before lest and showed 
' 

them that I was only estimating ~50,000,000. on that, they said, 

Wfou ere way low." I said, "It is up to you gentl~en." So that 

might come way up. 

Q You are not including any new taxes on new tex ·legisletion passed 

this Congress? 

THE PRESIDENI': No. 

~ On this ~2,ooo,obo,ooo. emergency end recovery f~d you asked for .. 
in this 1935, either in a lump sum or specified, plus these po1.nts 

you make about the total public debt, am I right in assuming that 
' 

your policy or intention is to slough off these publi·c works or 

emergency activities --
\ 

THE ?RESIDJ<:t..fl': (interposing) I said today in the Message to Congress, 

in a nutshell, that we are engaged in -- you m1ght almost o~l it 

rebu1lding the face of .the country and that it will be, eventually, 

a national plan. You ~ake, for example, the Missouri River or the 

Arkenses R1~er or the U~per Miss1ss1ppi: whey we are doing out of 

Public \'lorks 1.s ~ome of the obvious work at the major places, some 
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of these big delu. EYatuallJ, ee we go throqgh nth the entire 

plenn1D£ which, · in the oase of a riTer watershed. might run any-

where up to twenty-the or forty years 1 my tltought 1e that by 

another year and a half we will have those plans pretty well ne-

tionalized eo that th~re will be a complete national picture and 

that we will proceed on them. at a rather d&finfte. yearly rate wit.~?­

the object of getting pack as ·muoh as we can of that financing, 

knowing at the same time that we are increasing general national 

values, even if it does not come be ok to the Tree sury, very largely 

and doing it in an orderly way and, 88 we ere doing it, paying for 

it out of current revenues. In other words , putting it, as f ar 
.. ! 

as national planning goes, on a pay-as-you-go biais. These Public 

Works programs are taking care of some of the larger projects first~ 

What I would like to see -- end this is an expression of whet 

I hope v.i.ll happen in another year and a half -- is that we will 

definitely advocate. sa a national policy. th~ expending of 

~500 , 000 , 000 . e· year to restore the face of nature and that will 

be paid for, not out of bond issues but out of current revenues. 

Q ~bat I had · in mind was a certain school of thought which advocates 

vast housing undertakings, not slum clearings but housing,. ~oms­

thing along the lines done in England or Germany, as a measure for 
. 

· r~storing ·the economic structure. That probably is not included 
' 

in this pla.n. 

THE PRESIDENl': Np . It involve!" a great ~Y difficulties. Of course 

I have belonged to the school of thought that s~ys we ought to 

olean out our alums but it is pretty obscure as t o.how we are going 

to do 1 t and nobody has N"et, not even Brother Sprague • has come 
r 



forward with a practical method of doiDg it. The ei.Jiplen illu-

tratiOD I know of is that on · tbe East Side of New York, 1n tho .. 

worst slum areas, tb~re~are probably two or three hundred thousand 

hUIII8D beings living in rooms that oost $5. per room per month. 

Now, those families, most ot them foreigners, oannot atford' to pay 

more than that and I do not yet understand the method.ot tearing 

down those buildings and putting up new buildings that will oost 

~11. or $12. per room per month because those unfortunate human 

beings cannot afford that rent. 

A lot o'f people say, "Move them out into the extreme limits 

of Queens County." Now, that presupposes that we can probably 

provide it tor them at $5. e month and that also presupposes that 

they have the carfare to get them in to where they work or the 

transportation facilities. It means build!Dg a new subway. It 

is a very d~f~icult problem. 

This is strictly off the record: Brother Sprague, the last 

time he came in to see me, the last time I went t o \iarm Sprillf;S, 
' .... 

I said, "Professor, heve you any real solution?" He said, "I have. 

Start immediately and spend ~;4,000,000,000. for suburban housing." 

. I said, "Yihere?" ":E.vel"fWhere ." I said , "Let us see: Take the 

towns I know. Take Poughkeepsie: There are about 200 vacant sub-

urban houses that you could pick up for a song today. Very .nice .• 

Take Atlanta, Georgie; Columbus, Georgia; Albany, New York. It 
' 

/ 

is the same story in the Middle Viest and the same story, largely, 

in New England. It would be fine to spend $4,000,000,000. but you 

would never get it baok and there are a lot of people who could 

not afford to live in your type of house." 



It 1• a ve17 41tf1ouU problem and I do not know the auwer 

to it. 

" In lU'ting the face of Mies America, is it still the same thousht 

to gin the St. Lawrence a dip in the cosmetic bags? (LaU8hter) 

(The Pre_sident indicated the affirmatin.) 

Q Mr. President, talking about the emergency expenditures which will 

expire in 1935, do you' think that recovery will have been restored 

by then to normality? 

THE PRESIDENT: I would not say normality or normalcy. I hope we won't 

have to have large recovery- expenditures after that. 

Q They ere mostly to take care of unemployment and I notice that you . . . 
use the Federal Reserve index, which is quite high for 1935 and 

1936 receipts, which would indicate that there would not be any 

need for extensive unemployment relief duri.ng that year? 

THE PRESIDENr: Of cours(l it _is anybody's_guess. In e nutshell, whet 

we are doing is taperi.ng off ' from the ~7 ,000 ,000,000 . this year 

to the ~2,000,000,000. next year, which t 2,000, 000 ,000. includes 

well over a billion dollars already authorized , and then, the 

third year, to cut it out altogether except for such items as .we 

~ have been talking ab?ut f or the seneral rebuilding of the face o~ 
• . 

. nature . 
\ ' 
Q That i}! what you- meant a l1 ttle while ago when. you said there would 

not be any question ~bout the ability o! the Government to borrow 

$10,000,000 ,000. in the next few nlonths in view of the subsequent 
'-

pages? 

THE PRESIDENr: Yes. (Reading) 

"This excese ·o~expenditures over revenues 

.. 

-



m .-till& to o.er 9 bW10D 4ol1ua ctvlllc 2 t1a­
td JM1"8 bu bMD NDclered DMeUUJ to br1q the 
ooall\l'J to a ~d oODctlUon after the UDUMpl ed 
orlaia whioh we encountered last eprlDs• I\ 18 a 
larp UIOUDt, but the t.aeasurable benefits junUy 
the con'.• 

The nature ot the table on page Ix, I do not underatand it 11,1selt -

(laughter) it shows t~e estimate tor those past years, based on 

some kind ot an index, and the expected rise in Gove~ent receipts 

on an index basis. Quite a lot of the Treasury people figure a 

good deal higher than this. ~e are taking the most conserTative 

estimates made by the Treasury. 

Then you come do~~ tQ appropriations. (Reading) 

"The Budget estimates of appropriations tor 
1935, exclusive of Agricultural Adjustment Admin­
istration benefit payments and refunds ot processing 
taxes, but inclusive of all other appropriations 
for regular departments and independent establish­
ments i .ncluding interest on t he debt and debt re­
tirement are t 2,980,293,83J.bO. Vfuen compared with 
Budget esti.mates of appropriations transmitted in 
the Budget for 1934 they show a reduction of 
$684,913,167." 

In other words , that is a direct comparison- with the Budget that 

was sent up in December, 1932, and i s the net measure, as I under-

stand it from Douglas, a net measure of the savings we have made 

in the ~ost of running the regular qovernment. ,. . 
Next we nav~ taxes~ (Reading) 

"The estimates of receipts take no account ot 
the additional revenue which may be obtained from 
an increase in liquor taxes and from the proposed 
changes in the income-tax law. Since neither of 
these tax measures has oome before Congress as yet, 
no accurate estimate can be made of their yield. 
HOwever; if as proposed by the Committe~ ot Ways ' 
and Means, the tax on distilled spirits is increased 
from $1.10 s gallon to $2 a gallon, and the rates 
ot tax on wines are also increased, the estimated 
revenue would be increased b1 approxt.stely tso,ooo,ooo, --• 

, 
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aDd, •• I to14 ,.ou, the -.ber• ot tu IIINM Ua4 seute 1a7 it 

will p!'ObablJ' be a soo4 deal JIOM tlwl that - (rea41Da) 

•- aanw•ns t!iat OOD8UIIJUOD is not attenecl bJ 
a441UOD8l. sallonase taxes imposed bJ the statea.• 

That is a setle hint they should not make liquor too u:pensin. 

(RctadiDg) 

•Considerable additional reTenue can also be secured 
from administrative ohanses 1D the income-tax law, 
which may amount. to as much as $150,000,000 tor a 
tull year. 

"The estimates tor the Post Office Department 
are predicated upon a continuation of the )-cent 
postal ~ate tor nonlocal mail. It is highly impor­
tant that this rate be continued. I recommend its 
continuance. 

"ECONOMY LEGISLATION 

"The estimates of appropriations submitted in 
the Budget are predicated on the continuation of 
certain econom,y legislative provisions which I ask 
to be enacted and which are appended hereto. The 
lllt>St j,mportant is that having to do with reduction 
of compensation or Federal employees ." 

Therefore, on the actual estimates in the departments we have 

based the figures on a restoration by law of five per cent of the 

cut. In othe~ words, one-third of the fifteen per cent on the 

first of July is mandatory and the other ten per cent will remain, 

as it is, discretionary depending on the cost of li'!ini figures .. 

2 f the Deparlment of Labor. (Reading) 

"It is eminently fair that, the ' cost of living 
having fallen as compared with 1928, the employees 
ot the Government sustain some reduction in com­
pensation. This is not inconsistent with our 
policr of advocating an increase ~ wages 1D in­
dustry. For wages there had fallen tar beyond any 
reduction contemplated tor Federal employees and 
in most grades are evep now substantially below 
compensation paid Pederal •ployees UDder the maxi­
mum reduction ot 15 percent. 

• 
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•Aaonc the lepela'U'n prorteloae appadec! 
hereto b oae prohlbitlnc autc.atlo 1JloreaHe 1D 
"''BI*'AtiOD exoept 1D the Aztq, Ra97, and llar!De 
cor,.. 'l'he per8011Del ot theae three aerY1oea are 
enpsed 1D a Ute aerYioe . t o their ooUDtl'J. ac-e, 
b7 :rea11011 ot the ·PQ' :treezea, ban aueta1De4 re­
duction 1n coapenaat~on. ot more tban 25 percent." 

As I understand it, if you get promoted you do not get the addi­

tional compensat ion t hat goes with the pr omotion. (Reading) 

"They are , t heref ore, in a diff erent category from 
those in other goTernmJnt al agenci es. They should, 
in 1935, be released from t he restrictions on aut o­
mat ic incr eases ~n compensation . 

"CONI'ROL" 

And t his i~ quite an important pi ece of news . Li st en:· (Reeding) 

"Up to now there has been no coordinat ed con­
trol over emergency expendit ures. Today, by Ex­
ecutive order, I have ~posed that necessary control 
in t he Bureau of t he Budget. 

"Heretofore , emerBency expenditures have not 
been subject t o audit by t he Comptroller General 
of the General Acc~unting Office. Today I am, by 
Execut ive order, r eposi ng i n him the authority to 
conduct such an audit and to conti nue to audit each 
such expendit ure . Hereaft er , t herefore , just as 
in the department al expendit ures , there will be , 
in e~ergency expenditures , a pre-Budget and a post 
audit." 

And so , it puts the s~ending of money by all these. new agencies 

)xactly on the s~~e basis that all the old departments_are . You 

llaVe to go tor the Director of. the Bu~et .for .t-he approval of the . . . 

items of expendit ures and , after t hat has been done and the order s 

placed , you have· to go to the Comptroller General befo.re the money 

i s actuall y pai d out. (Reading) 

• 

"By reason of the fact that t he Bureau of the 
Budget has had no cont rol in t he past over the vari ous 
eXpenditures , obligations , and allotment s made .br 
the emer gency organizations , t he t ask of prepar ing 
the pr esent Budget has been t he most difficult one 

/ 

\ 



,. 

e1Doe ~he Budget and Ao00Wlt1Dg Ao~ weD~ 1D~o et­
teo~ 1D 1921. These dlffloulUes, 1D tu~ure 7ears, 
wlll be nbnctiallr ll1D11l1zed b7 the control 
whloh I haTe ee~abllahed. 

•It ls evident to me, as I am sure it ie eTi­
dent to you, that powertul forces tor recoT&47 
exist. It ls by laying e touridation ot confidence 
in the present and taith in' the tuture that the up­
turn which we haTe so tar seen will become cumula­
tive. The cornerstone ot this f oundati on is the 
good credit of the Government. 

•rt is, therefore, not strange nor i s it aca­
demic that this credit bee e profound effect upon 
the confidence eo necessary t o permit t he new re­
covery t o develop into maturity. 

"If we maintain t he course I have outlined , 
we can confidently look forward to cumul ative bene­
ficial forces represented by increased volume of 
bllsiness , mor e general profit, greet er employment , 
a diminut ion of relief expenditures, larger govern­
mental receipt s and repayments , and greet er human 
happiness. 

"FRANKLIN lJ. !?OOSl:.V.U.T . 

"Januery 3, 1934·" 

In other words , a s we were talking before, through the very 

definite Government plan of expenditllres in this year which will , 

create a deficit of seven billions , we believe we can advance a 

Government ple.n of r educing tha t to two bil lions next year, bel-

Ancs the Budge~ t he f ollowi ng year end , from that time on , pay 

some of the debts . / 
/ 

~ Is there any thought of changing the pre~ent s~nking ~fund require-

ments in connection with the reduction of debts beginning in 1936? 

T.rG: PRESID:El-'1' : Changing them? Ho"'? 

- ~ It is so very much larger that the present sinking fund would not 

te~ it down teet enough. Therefore, the sinking fund would have 

• 
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to be lnoreaeed b7 the next CoDgrees U' they are to suarantee a 

reduction in 1936. 

THE PRESIDENl': 1 do not know. I never went into that phase ot it at 
. 

all. What are the sinking ~d requirements for it at the present 

ti.me? Fitty-year basis on the averege? 

Q. About that. It is 2~. 

THE PRESIDENI.' : Then it is less than fifty years? 

Q Forty years. 

Q It is a cumulative arrangement there . 

Q The 2~ is not on t he entire debt . There ere peculi ar arrangements. 

They take the w~r debt end deduct t he amount t hat Europe owes us 

and then set up a sinking fund for the rer.tainder. 

T.l:fr.: PRES!l)]NI' : Yes . 

Q And t hen , there is a sinking fund in the national Recovery J..ct . 

·. 

'i, P.:re v1e going to eo ahead v:ith the sinking fund for the f?J ,300, 000, 000 . ? 

Tl{!l; PRESID:Et..'T: \',e ere , in effect . \'.e ar e .:;ettine t exes to equal a 

sinking fund . Of course , as I said the other uay , it does not 
..1 

make any difference v:h&thf'r you actually put your. sinking fund in 

end add it to the total or leave it out . You get the same total 

in the long run. . . 
' This reference to t axes seems t o indi~ate that, aside from. ~lugging 

up th.e loopholes Ju ~he i ncome tsx, that you do not plan additional 

legislation. Is tliat a correct inference? 
' . 

THE PRESI DEl\T : I t hink it is e pretty GOOd inference for this year end 

the reason for it is that I am very hopeful that the actual tax 

receipt s will run a good deal hi gher t han t he esti mat es we have 

h~e. I think it is better to pl ug the loopholes~ rather t han get 
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1Dto a disauasion ot taxes at this session. 

Q. can you give us a concrete and definite illustration.. ot how the new 

' Accounting Otfice.control is going t o work tor emergency expendi-

tures? 

THE PRESIEENT: No. l , it will mean that all purchases by N.R.A. or 

Public Works y;ill have to go through the centralized purchasing .. 
bureau bef ore the money is spent . No . 2 , on any question of pay , 

salari es , et cetera, -- well , as a concrete illustration, bar-ore 

General Johnson fixes a nybody ' s salary , he will have t o go to Lew 

Dougla s . (Laughter) 

Q This is not retroa ctiv e , i s it? 

Tm · PRESI DEtn' : No; have a hea rt. (Laught er) 

Q \':ould be have to go t o General :~cCarl or Lew Douel as? 

THL PRESIDRT: lle wi ll havtt to so t o Let: Douglas i n the first ins tance. 

And t hen , bef ore t he check i s made out, he h!'ls t o t:o t o General 

:4cCBrl. 

Q. He i s going t o have 13 harcl t ime of it . 

't They will have to eo t hrough t he same procedure , st ep by s t ep, t hat 

' t he ol d or ganization went t hrough? 

• 
THE PRESIDENT: Yes . Of cour se you could not do t hat durin~ or ganize -

ti on but the time ha3 come \':here we sho.uld not exercise t he same 

powers we heve in t he past. 

Q You do not contemplat e any rest or ation of pay of t he Government 

people between now end July f irst? 

THE PRESID:D.T : You ar e a l ittle a.head of time . I llove not finished 

reading the various documents yet • 
. 

Q. I noticed it has one trom July fir st on . 

I 

' 



THE PRISIDliM': Yes. 

Q. Is the fiTe per cent mandatory proTision ~ncluded? 

THE PRESIDENT: Yes, it is included in the actual estimates in each 

department tor pay or personnel. The additional ten per cent 
• 

restoration does not appear in figures but would be accomplished 

t hrough authorizing me to incur a deficit if the cost of living 

went up sutfichmtly. 

Q Does not the ~3 ,900, 000 ,000. for R. F.C. include about a billion for 

wl1ich you have to get new aut'hority? 

THE PRESID~NT: You mean authority from the first of ~anuary on? 

~ Yes . 
. ' 

TEre PfiliSIDErJT: I think so. In other words, as I understand tt, their 

total borrowing cape city is 1 roue;hly 1 ~ 4 1 000 1 000 , 000 . 1 anc1 i'f we-

extend their borrowing capacity up to the first of ~uly 1 they vrill 

be able to loan out again certain payn1ents that will be made , re-

payments , oetween now and the first of ~uly so that on the first 

of ~uly they wirl ha~e actually l oaned out practically all that 

they are authorized to lend out . Is that right? I think that is 

correct. 

Q The effect of the Budget on public works is for carrying out exist-

ing -couimi tment s? 

THE PRESIDENT : For c>~rrying out existing COJllmi tment s and carrying out 

a generFll plan which, after that , would be carried out through cur-

r ent revenue. 

To avoid any misunderst anding, anything said today is con-

• fidenti~l until the Budget is released tomorrow. · 



• 

• 

Q Ie it baoqround? 

THE PBESIDIN'l': Beolcground, except tor R.F.c. 

Q BOw about the illustration? 

THE PRESIDEm' : Yea. (Le.ugbtar) Stevie (llr. Stephenson) , you would 

ask that. (Laughter) 

~ In the event·that between now and July first y9u rest ore t o the 

Federal employees one or two or three per cent ot that out, what 

is t he situ~tion attar July first? Does t hat add to the five per 

cent? 

THE P.RESIDE:r.'ll' : No ; then it depends on the nev. figures on t he first of 

July. 

Q I still do not think you could spend !'10ney this fast. 

THE P!ll:.SI DJ;.m' : I hope not . 8ut , 13t' 1 said , I t .b.ink we have gone the 

limit. 

• • 
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COBPIDitfl'IAL 
Preea Coaterenoe I8S, 
ExeoutlYe Otfioea ot the Whlte House, 
1anuary 5, 1934, 4.03 P.M. 

Q The~e was e lot this week, Mr. President , but the boys seem anxtoue 

for more. 

THE PRESIDFNI': Yes . Fred St onn suggests t hat you are bear s for pun-

iehtnent , that you had an awful lot of news t~is \'leek end ere juet 

comins back for mor e . 

~ \\as t here any news i n the report of t he Appropriation Cor:Jllli ttee 

Chairman? 

THl!: PRESI DENT : No , just t alking about various aspect s of' the t ot a l 

picture and I t oltl the1n I t!lOught t hey should live within the 

t ot a l picture , t hat I !'Eigerd it as of very great i.rrportauce t hat 

they should live within the picture , ·and t llt>y all agreed . 

'o~. Have you r eceived .. 
.'oi.r • ?eet. ,·s ' report yet? 

T HL ?aESIDD.~: I do not kno~, . I t hink I have , but I have not r ead 1 t. 

~ You cannot tell us v.heth!or 1 t recom;nenus t he ,establishment of a for-

ei gn t radine corporation? 
/ 

TIJZ ?Ri-.SII:I:':T : I t hink it does but t he t hine is ~nly in a_verY. pre­
t 

lL'llinary s t '\gt' yet . \,e .haven 1 t got to the point-' ~f v:orking t he 

t hint: out • . ;.1:1 I say , I bave not even reed it yet . --
. . . 

It i•tr . Pre$i deut , have you i n mi nd any reconunendat ions f or the reform-

1 -··~:~ '· ? ns U J 1\j • ... \ . ,t.\ • • 

THE PRrSI DENJ': No ; you mean v:hat we were t al king about the ot her day? 

't I meen t hat and perhaps t her e e.re spme ot her t hings such as prevent-
. 

i ne exor bitant profit s and ~rotecting the consumer. 

TBE PR!SI DEI'lr : No . The only t hill8 t ne.t happened was that we talked , 
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about the uae of the 7ederal Trade Coamiaaion t or certain per­

featly ob~ioua things that they are charged by lew t o do. ID 

other words, the theory is this: ~ben you come down t o un.fair 

1 trade practices , t he complainant would go in t he first i nstance 

t o the N.R.A. organization and t he N. q.A. organ i zation woul~ try 

t o settle the matter, sitting around the table, t~ithout formal 

pr oceedings. If, f or example , the metter invol~eQ let us say e 

labor question, it would so t o Senator Wagner' s labor committee • . 
If i t involved a violati on of the Sherman Anti-Trust Law or a -similar unfair t rade practi ce within the jurisdiotiop of t he Fed-

eral. Trade Commission , i t would be r eferred , via me , t o t he Fed-

eral Trade ConuJ<i ssi on for det erminAtion . 

You s ee , in t b.at v:ay you get a mor e or less formal clecision . '-

by an exi stitlb agency which is fitted t o handle it. B'llt t hat 

dnes not mean that it t akes the jurisdiction away f r om the ;J . H. A.. . 

as the first place t o lay your compl ai nt . Whnt .,e a r e tryine to 

do is to handle it on a pl'actical basis -- settle it , if we cen , 

ar ound the table end if we cannot settl e i t t hen to send it to 

t he offrcial body for an official ruling . 

Q Vrould t hat take cere of t he oompl .c\int of t ile little f ellows that 

t hey have t o brins t heir compl aints before a Coce iu~thorlty which 

i s originR~ly hostile t o them? 

THE PRESID~'l' : If they felt that they had been badly tt'eeted by the 

Code Authority, t he firs t thing they ·would do would be t o r;o t o 

the N • .R. A. end that body v.oul d try t o straight en i t out without 

formal or court action and then~ if t hey coul d not straighten it 

out , that matter wouJ.d be referred t o t he Federal Trade Commissi on . 

; 
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Q, You epoke ot a special board 1D the N. R. A. t hat might be set UR t o 

hear these complaints? 

THE PRESIDENT: No , I don ' t know what th~ details will be. 

Q, Anything new on the Newspaper Code? 

THE PRESIDENT: No, I have not l ooked at i t. 

Q. Any chang~s contempl at ed in t he child l abor pr ovis i ons? 

THE PRFSIDEm': I t hink I am eoi ng to make some inquiry about it . 

Q Mr. Pres i dent, today Secret ary " allace indi cated tha t he is wor king 
. 

out an off ici a l solution for the jur i ncUction over t be code of 

the N. R. A. el!d A. A . A. 

THE PRFSI DEm' : I t hought t hat V/b t> done . I di d oot k.now it had not 

been done . 

Q He ssic~ it v:es be in~ done e t tl:e t i rue . 

Tfm P.Rl!SIDEl\~ : I do not l'..now; I have uot heard & word about it . 

'. Have yotl pi cked a succesRor to ~ienetor ;·.a{:;J.ler? 

THE P!U•.SIDU;'l': Not , yet . 

~ \',ould you say th11t son.ethitJg in the. nature of A trt~dine corporation 

is a good guess? 

THE' PRl!~IDli:NT : I would not suess because , es I saic , I have not reacl 

any of t he report :> , eit her the Commi'f"tee r eport or Peek ' s sl.l€eeated 

set up. 
, 

, . 
Q Mr . Pres1 dent , t be other tlt1y Philli!)b , .Act j ne Secr etary of St at e , 

" 
said he was goi ng t o refef -.- eek ;y ou about a r eport which he sa i d 

was not compl flt e concert~ t he Foreign Policy Committee . 

discuss t ha t? 

Can you 

Tin:: PRI!.SI DP.h'l' : I have got t hree J in t hat : basket , cHfferent things , none 

of which I have read . One is from t he stete Depar tment and another 

' 



this .To1Dt Colllllittee and another trom Peek. I do not know what 

1e in them. 

Q May we look today f or t he Or der on the pay r est or ation , or part or 

it? \. 

THE PRESIDl!m': I doubt it . I haven't got t o that yet . I have. -got t o 

act very soon on aocount of t he fifteenth ot Janua ry checks . 

't Can you emplif'y what you sai d about your conl'erE>nce v.ith t he Commit-

t ee Chairman? 

Tm. PRESI DENT: We just t alked about vari ous phese!l . No nc\':s in it . 

Going over lot s of different kind~ of appropriH~ions . 

Q ftnythine on thP Int a r ot ate Cotruuerce CorrJH i s~i on nnd Mr . Br l'1 iiH:rri? 

THE PIU:~I Tlli:NI': No , not yet . 

<;. I n v iew of t hE< amount of money th&t you recommend for public works 

i n the yea r 1935, does that 'tmli c~te t hat you Rflt; t he end of 

publj ~ work~ allocnti or.R P.t sor.e ,Jet'initl· t.in,e? In ot her wor ds, 

t he rur.ount i e comper'etivel y small, ~500 , 000 , 000 . 

THF. PRE.SIDll:T : \\ero you ther~> a t t he Budget di scuss i on? 

Q No . 

'J'Fm PRE5IDJ,:!lT : \\e t ook t hat U!J at t!!et l. i 111e And it is a pretty long 
' . 

st ory . Tile general Ai.tuation I outli~:e:d was t his: That , i n line 

wit h national planning , we \':odd pr obabl y , as a Feclerol G<>ve::m-

ment, go ahead on a very lorse notional pls11 y;hicb woul~ take in 

all part s of t he count ry , tll~:~t is water&heds , et c., v•ith per ha·ps 

I woul d bat e t o Cl'lll i t a 25- year or 50-yt~ar plar. bect~use t hat 

sounds t oo much like some other country -- a l one-rant;e plan f or 
• 

public l'iOrks . Such a· plan would , i n a sensE•, t ake into cons1cer-

ation t he economi c and , t o s certain 6xtent, a good ~ny soci al 
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features in preYenting wast e, better lend use, pretention of soil 

erosion, prevention of floods, end so forth and ell the various 

,- element s that go into forestry . The i dee of that is t hat eYentu-

ally the National Governntent would work out e plan by which it 
I 

would spend a certain definite amount t owards that prosran1 every 

yeer with a definit e objective , but that that amount would be 

cered f or out of the current ennuel rr,venue so that it would not 

get the Government into any more debt. That amount mi ght run four 

or five hundred million dollars e year as a perf~ctly definite 

t hing. 

( Mr. Pres i deut, will there be aoy tuor e new 111011ey for public works 

durine t his fisca l year , prior to ~luy first? 

THE PRI:ZIDl<llT : I have not t:ot that ts.ble . You J.•ean dthin the 

~·1, 166 , 000 . 000 . ? 

~ Yes , sir. 

TH.r. PRJ'.:>IDhl'.fi': Cosh, T ilavtm 't tlte tr,bl~<; 1 do not know . 
\ 

c;. That v.:.:t< uot broken down 11. t he t able-. 

~ I think you named Civil ~orks as one item in that. 

TH!l. PRJ1SIDP1\'T : Civ il \iorks . I cannot reme111ber. the amount , 1 t vm s 

either 350 or 400 millions ror Civil Wori{s . 
\ . 

(,! Cab you t ell \H> soD_tet hing about tho R. F. O. funds , whet t hey ere 

goir c to ~e usen for? 

THE PIUSID'ENT: \',hi cb? 

Q The increar:;ed f unds f or tht~ !1 . F.r.. Row thtJy are going to be allo-

cated? 
) 

THF. PRESIDTh"J': I think Le~ Douglrl s is tile only man in the "'orld who 
"::-. has the t able end he 1~ in New York. 



-
Q For the gold pol10f, tor instance? 

TH.t: PRESID»ll': And I think there 'fi88 an item ilf t"here t or add! Uonel 

gold purchoees but I couldn't tell you th8 amount. 

~ Wae the discussion of the land buying program e part of this general 
' 

plan you speak ot? Would that be e part of it? 
• 

THE PRPSIDEM': Yes. 

Q Wee t here anything definit e arrived at t oday when Secreti!ry l'iallace 

~spoke with you? 

THC PIU'SI D:E111' : v:o did not t all about that ; v.e t alked about liquor. 
/ 

Q. I thoueht you t ol ked about t be land plcm? 

'l'HF. PRESIDl<l.JT: You see , t her& 1 s no.thing new on t he land purchase 

thil•e· 'J.!hat v;os decice.J wsy back August or Sept ember , somewhere 

along there . 

Q \\hat c~1 ' yNt t~:~ll u<> Eobout liquor? . 
(The Prf'SiC:eut d if. not ulJS\'Ier.) 

Q Y.'hat don ' t you knov: ebo'ut .Uquo::-? (Laught er) 

THl. Pm:s i DE.l\"T: I got. e darned e;ood story vbout f>cotch Vlhisky but I 

-cannot tell you . Go t .o thP B::-itisl• D;,bnssy anu eok them: 

Q. Coine t o be cheaper Scotdo? 

TFiE PRll'-SI DENI' : No , less . 

. Q. Row About Canod i fi t• Rye? i 

THE PR!~IDD11': \':ell , we are lettil!B quite a lot of t hat in . · 

Q Hove t he Bri tl sh come f orv.ard for any other r equest for edditionel 

quote? 

THE PRL<;JDTh"'J' : I 111 i cht t ell you thi s , orr t he record . I ct~nnot t ell 

you the r esults but I can tell you off tile r ecord entirely whet 

t he s ituat ion is . \';e al'e trying , qu ite frankl y , t o get rid or 
'. 

.-
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certain agricultural eurplueee, eapecially bog eurplueee and butter 

surpluses end our good friends , the British, ere now getti~g about 

sixty- five per cent or a ll their hogs ftlld 8 good pert ot their 

• 
butter from Denmar k and , out or the kindness ot their heartF, they 

have been allowi ng us t o send in six per cent ot their consumption. 

They , very generouflly, have offered t o ra1Re t hat t o seve11 e nd a 

half, end t hey think it i s very e;enerous , but we have not y~t de-

cided how nouch Scot ch wh!aky we er e goi ne t o all ow in . And , t or 

t he s t ory i t sel f , I tlllt only c oine to c 1v .. you e lead r.fl t o where 

t o go . For the st!lry itot.lf , consult th6 Brit.j k'h Dnbassy a nrl t he 

~tate l.Jepartmeut . 

0 So t her e v:on 1t b~: ony t• i sumltr~<ttonr~ inc, the IntArne.tion&l News had 

it lu t heir s t o.:-y thi ~ •uorni t•!!. • 

TfiL ? rtrf.II'l!Nl': That i:; P.ll r leht. (i.At taut er) 

~ 'l:.ay we hr.vn it Hs backe,r nutHi or ott the l' ecor d? 
. 

TfiE' P:U ~J'!:lENr : Off' the recoru , becal.lE:e it is uot in my jurisdiction yet. 

'i: \'.oulci you c•ori' tc ca::cu:·f: t !le ~ubject of t :lft Frc:rcb wine enci liqt:or 

quot&t:. ir. connecti <m v:i t h the same thir.g? 

THI~ PRl!SID~lT : I t ilink the t i s all set tl~cl up •. 

(,; - I t hought there were s t ill sorote mat ters iu connect ion with the ~;.ir..e 

t o be settled?· 

TRL PRI'8IDT.l'~: I ,uo not know; I hat! er• idea lt was settl ed up. 

" When do you int enJ t o n.toll.e your t uri ff proposljls t o t hE: Congress? 

THl<' PRFSI:::lPJ'IT : Probably not f OJ.' some time . 

0. Can you tell us anything about v.ar debts? 

TBE PRESID~~: About war debt s? 

(,.; Ye s . . ' 
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·-
'l'B! PR!SIDIN'l': I aa soiDe to ·say acaethiag to CCW&J'eae later on but I 

do not knowr when. 

Q RaTe you anybody preparing materiel f or you on the subject? 

THE PRESIDENT: Not f or me. I think the Senate passed a Resolution; 

they wanted the data from the Treasury Department t o be given them., 

I Q. RaTe you any specific massage t o be sent et en early date f or any 

specific legislation? 

THF. PRESIDENT: No . In ell probabi l ity, .as backgr ound . But only as 

a probabil ity, end tha t is tha t r.ext week t here will be eome k i nd 

of a reconunendet jon I. don ' t !mow v.hether a .message or a letter 

t o the CoiTUTlittfie -- i n r el a ti on t o t he Far m Credit Administration 

i'.hat I woul r1 like t o do i ~ t o consolicl3.t ... the, gai ns we have 

alreRdy l'.lt>de. You know , l c.st spriq; we act uall y t ook nine money-

lending ore;a_nizathms enu put them t ogether i n t he FAr m Credit Ad-

mi nistration . !Jow, tll.eo lest B!Jecifll sessi on aut horized them to 

issue- up t o tv10 billic>n doll&rs i ra honda , on whi ch the Government 

e;ueran~eecl t he i nt ert:st but 110t the principal. Now the question 

comes up as t o whet her we should not be honest end f ece .the fact • 
• ./ 

The f act is t hat t he public ·ane t he Congress a t some future date, 

in ce~e thes e bonds, t he _pri ncipal of t hese bond~, · sh01·:ed a slight . 
deficiency, t he puhlJc and t he Congress would undoubt edl y feel 

t hat i .t was a morel obligation on the pert of th e Covernn1ent to 

make good that ueficJency . 

There is a very int eresting parall~l on t hat. In the St ate 
. 

of ~ew York And h number of other s t at es, t he st ate government s 

creeteci "'bat they celled authorities or quasi- public corporations 

... 

• 

• 
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atteoting same particular district. These authorities are run b7 

individuals who are named by the state governor and they market 

out their own securities. They are quasi-public only in the sense 

that they are created .by the state end the s t ate runs them thi'ough 

its own appointee. 

Two or three years ago t here wee in t he State of New York 

• 

what wee celled e river-regulating district that had been so creat ed 

to prevent floods in one of the tributaries t o the Moha~k River. 

Theoretically , t his river-regulating district corporation was self-

liquiciat1Dg through taxes and aesessmeDts on the-property benefited. 

Actually they made a miscalculet i,on and the receipts of the Cor-

p~ration v;ere not sufficient to pay the interest and retire the 

annual amoWlt of i'unds. Thereupon an in<Uviduel bondholder brought 

suit against the StHte nncl the_ Court of Appeals of the State of 

!Jew York held that v:hilP. the bondb0lder could not obtain a judgme.nt 

against the State. t hat there v:a s a morel obligation -- not a legal 

obligation but a tnoral obli~at ion -- on the Legislature to make 

good thb deficiency on the bonds. The Legis l ature recogni~~d t hat 

dictum on the part of the Court of Appeal P. ' aud appropriated the 

m.oney,thereby making the principa}. of the bonds. good . _ ., 

' . /' Now , as .I flee it in the c~se of these Farm Credit bonds, there ,'> 

it:< the same .moral obligation on the part of the Fsderal Government 
r 

t o make then! gooa in case there is a deficiency. 11ow, if there is 

that .moral obligation which might arise twenty years or thi rty 

years from now, why, in all common sense , should we not rec?gnize 

it nov;. In ot her words , why not guarant ee t he principal and the 

'interest of these bonds now. The net r esult of doing that would 

~ I 
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actually save t he Government a great deal during the present 

period. It ~ould mean , in effect, that t he Fa rm Credit bonds 

would be !! d~rect obligation ot t he Government. They y;ould be 

just as good end perhaps better than t he ordi nary Gover nment bonds 

because they would have reel est at e behind them besides the Cov-

erwnent credit. Of course , t hat is a t hing t hat I woul d not em-.. 
phasi~e but i n any event they are just as good end t hey woul d , at 

t he same time , g i ve you the right to go to the bank Ylith t hem end 

borr ow 100 per cent on them just the s~ne way that you can go t o 

t he Feder al Reserve Bank and bor row 100 per cent on a Government 

bond . I mmedi ately t hey would have a va.lue commensurat e with Gov-

ernment bonds , which i s arounn per. I mmedifl t el y , al so , people 

, ~.ould take these bonds in lieu of cash. It woul •l wean al so that 

t he FAl"tii Credit Corporet ion Cf • .f:. f i nAnce i t self i ns t ead of havins 

t o go to t he Treasury and getting the Traosury to finance them. 

So, in all probAhili t y , next week t her e will be either & 

let ter or a message along tl.lat line. . ) 
Q \',oulrl that apply to Hov1e Loon bonus too? 

TfOi' PR:E.SID.lw.'T: I have not t &kfln t hAt up t o t he point where I can say 

'­"Yes" but I t hi nk t he chances a re t h&t i t v:ill also apply t o Home 

Loail bonds . 

Q. The princi pl e is exactly the same? · . _, 

THE PRI'.SI DEN.r : The princi ple 11) t he same . As e matter of f act, t he 

Home Loan bonds carry t his int er~>.sting stat ement , I am t old -- I 

never saw one - - t ~at the Government guarantees the int erest on 

t hese bonds until thoy are paid ~ That means , of course , t hat it 

it i s a 30-year bond and t he princi pal li'BS not pai d at t he end of 
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th11"t7 )'ears, the Government would keep on paJiDS interest. So, 

JOU can eee that it is tantamount to a Covel'DJDent guarantee ot 

the principal. 

Q There are two billion dollars ot Home Owners Loan, are there not? 

THE PRESIDEm': Yes, and, as I sai d in one of my Messages, the way the 

applications ere comi ng i n we think the Congress made a pretty 

darn good guess as t o the tot al amount that would be needed . We 

hope there won't be a cell for mor e than t he two bi lli on . ~e t hink 

that is the upper limit to meet the needs of t he case . 

~ Both? 

/ THE PRESIDENI' : Dot h Farm Credit e.nd .IIome Loan . 

Q. Congr ess seems t o feel it ought t o get toget her with you on t he 

question of infle.tion to see if t hey cannot br,/tbe tVIo factions 

t here more closely t ogether . How does t he ~a strike you? 

THE PRESIDEN!': V:ill you act as the go-betvt n and arrange the meet-

i ng? (Laughter} I ' d be delighted 

~ One more question about thes/Z >. 111 that extr a ;•4 ,000, 000 0 000 . 

added in the commitment~ke any difference in the financing pro-

gram? / 

THE PRESIDENT: Not at all . 
( ( 

Q Cannot those bonos be put J.nto th~ Treasury encl currency issuea on 

t~em under t hie plttn? 

THE PRESIDENT: You 've got me , Stevi~ (Mr. St ephE-nson} , I do not know. ' 

V:hat -- currency i ssued ae;a inst t hem? 

~ I t hought they ~ight be. 

THE PRESIDENr : \If hat? 
I ~ Discounted by the Federal Reserve? 

• 
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THE PBISIII!Rl': You borrow on tba, that is a different tb1ng. That 

is not ieauins currency on them. You talk like Senator Thomas. 

(Lauahter) 

Q·Jtr. President, would you explain toe person who does not understand 

just exactly what you mean by saying that by this guarantee ot 

principal as well as i nterest the Farm Credit Administration would 

be able to finance itself instead of going to the Treasury? The 

poi nt is not quite clear t o me. 

THE PRESIDENT: For instance, suppose you ar& the bol der of a mortsege 

on a farm awl th& farmer want s i t r efinanced. You have been char g-

ing him sev~:n per cent and the ftu"Jner thinks i t is t oo dnr ned hi gh 

end so does everybody else . You ere vrilline: t o have t he mortgage 

pai d off . At the present time t he only We'J in which it can be 

pa i d off is to have t he Farm Credit Admini s t ration take its bonds 

ancl go to t he Treasury find SllY , "Give me t he money?" That means 

the Treasury has to :-ai se that money some way . Then the Farm 

(Credit) people do not give you the actual cash . Unde r thi s method 

you v.oulr' be ent.ir ely · willinc to accept these good bonds because 

you can ah .ays bor"ow on them up t o onfl hundred per cent at the 

bank . 
\ 

. Q In ei~her case , · do these bonds constitut e a part of t he r egul&r debt 
I 

of the United St utes? 

THE PRESIDENT: Yes encl . no. It depeQds on a legal decision t hat has 

never been rAndered . At the present time' it is certainly a moral 

obligatio? , from my point of vie~, on the Government • 
./ 

~ Would you guarant ee all pr inci pal f or t ha bonds alr eady out st anding , 

as well as t hO!'!& t o be i ssu·ed? 
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'l'BZ PB!SIDBH'l': Well, thia pleD iDYolyee oreaU~~g the maoh1De17 ot a 

separate corporation under the Farm Credit Administration. 'l'hat 

ia merely a pure t echnicality and t hat new corporation will eo-

tually issue the bonds and teke up all tboee now outetand1Q£. It 

would mean that the R. F. C. would be repai d wWever it 1a that 

they have loaned up to t he present time ; I think it is ~150, 000 , 000. 

~ That means takiFg up all lend bank bonds out no~~ 

THE PRESIDlll'l': Oh, no. 

I( These are lanll bank bond~ , t hese t v:o billi ons? 

Tim PRESI Dntr: No -- ere they lend bank bonds? 

Q Yes . 

THC PRhSIDENT: I could not t ell you . 

Q Thera at·e a lot or old bonds out ancl the new two billions? 

TEE PRESIDENT: This only applies to tbe :1ew t wo billi ons . 

Q. ll':r. President, do you care to say anyt ltine ebQut your pl nns for 

raising thi s ~:10 , 000 , 000 , 000. in the lle:xt six mont hs t hat you 

speak of in the Budget r.;essege? . ..... 
THE PRESIDEl~ : I will tt~ke care of it in normal course. 

~ The Rome Loan bonds under t his proposition would put an end t o all 

object ion nov.- by people who er e objecting t o ta.kine those bonds 

.and woulci put that outfit right on its feet ? • 

TBE PRESID:r.:t~: Yes • . 

Q Thank you, Mr. President . 

(One of the newspaper correspondents asked the Presi dent a 
I 

question ebout t he St. Lawrence River, to which t he President did 

not respond. Another corr espondent asked the Presi dent about Bob 

Gore end the Pres i dent r eplied that he had not seen him yet.) 
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Q. (Mr. Sto:ra) You han got a tull house this momlDg. 

THIE PRESIDENr: There ic't any nne. 

Q. (Kr. Stepbeneon) We will find out. 

THE P!iESIDENr: I tried to lnnnt something but could not do it. 

Q. (Kr. Young) You . did the same thing Friday and it was pretty good. 

THE PRESIDiNr: Yes, Friday I had a happy thought. 

Q (Mr. Stephanson) You told us no news Friday and we filled up the 

paper. 

TJ.n: PRESIDENT: Yes, I know it. 

MR. OONALDSON: .Ul in. 

THE PRESIDENl': Somebody is sure to ask the question -- (interrupted 

by the noise ot a falling object) who d~ed? 

Q. Just a bottle of rye fell down. (Laughter) 

THE PRESID.ENI' : Only a bottle of rye? (Laughter) Charlie (Mr. Hurd), 

are you all set? 

Q. (J.Ir. Illrd) Go right ahead, s ir. 

'l'HE PRESIDE!~: Somebody is sure t o ask a question about the Home Loan 

bonds. Mr. Fahey ~~s ov~r here yesterday and we agreed that we 

would say the following: that, obviously, · the home bonds will 

have to be treated on a basis of substanti~l equality with the 

!ar.m bonds although they are not in today's :iessage, which relates 

only to the !arm bonds. The &me Loan Board is now preparing for 

me a recOIIUilendation as to methods ot handling some torm ot guar-

antee and also certaln additional legislation on the HOme Owners' 

. __,._ 

-
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Lou COrporation nH6. Jlonly, 1t ie olaritioaUon awn. Noth-

1118 Terr 11lportant but they thiDk they need a tn aall llllaD.dlll.eD.te 

in the law. 

Q fir. President, will the .liJae Loan bonds be guaranteed as to pr1D.oipal? 

THE P.RESI.DPB.r: That is what they are workiD.g on at the present time. 

All he said is that they should be treated on a basis of substantial 

equality with the tarm bond.s. 

Q Will there be a Message on that, Mr. President? 

THE PRESIDENl': I do not know, Fred (Mr. Storm) . I suppose so. It 

might originate in the Committee, however. 

Q Bow are you coming on the St. Lawrence Message? 

THE PRESIDENl': I haven't written the Message as yet. I have to write 

it right away because I hqpe to get it up this afternoon if the 

Senate sits in session long enough. 

~ Are you going to take up _the diversion of water in Chicago? 

THE PRESIDENI': Yes, John (Mr. Boettiger). 

<;.:. Can you tell us what it is? - . 

THE PRESIDENI': Yes, I can tell you what it is. You had better b:old 

this until after thE! Message goes up there, if you do.n't mind. 

• 
Vii th that anderstandipg, I would put 1 t . tliis way, generally: That 

the War Department feels, and ~verybody else who studied .it feels, 

• "that the Treaty in its existing form provides for enough water to 

maintain the flow of Chicago sewers and also such navigation as 

is desirable between Chicago and the Mississippi. And then, of 

course, in regard to the lower Mississippi -- this is background 

stuff for atter the Message goes in -- there is 11 certain amount 

of what mig~t be called local opposition on the southern end of 
L 
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It is not equitable or tair that we abould d_inrt wahr out 

ot the Great Lakes. It oan oD17 be done, as a llllltter ot juetioe, 

b7 agreeunt with Canada. The water ia not ours. It belouga to 

Canal1a and to us. There is no gettiug around that tact. Yie oan-

not go ahead bluntl7 and take all the water we want out ot the 

Great Lakes and divert it into a different watershed. It is not 
• 

a square thing to do t o a neighboring country. Whatever diversion 

we take must come by agreement with Canada, Chicago to the contrarY 

notwithstanding. The general problem of the Mississippi naviga­

tion, which is an entirely different watershed, we ' believe can be 

solved through t his rather broad national planning which I have 

talked about. It can be solved within the Y.ississi ppi watershed 

itselt by the control of waters at the headwater s. That would be 
-

by flood prevention and the construction of reservoirs .so that we 

can have a continuous and natural flow through the Mississi ppi 

Valley with enough water for adequate navigation purposes. 
I 

When it comes down to a .queetion of shipping ~he products ot 

the M.iddle West and Northwest, it is very largely a question ·ot 

~leage. Suppose you want to sh.ip a thing tram St. Louie to 
......__ . 

London, 'let us say, what is the straight line? Well', 'the straight 

line is down to the Great Lakes and out through the Great Lakes 

to the Atlantic Ocean and then across the Atlantic Ocean. I SUP.­

pose it m.ight help New Orleans it we ~ent around three sides ot 

the squar~ instead ot goiDg etra.igbt, but it is "agin" nature. 

You would have ·to go down the tiseiesippi to the Gulf and than 

you would have to go east through the C\J.ba olwmel, and th• ,-ou 

.. 



/ 

86-4 

would head north to get up to the laU tude of London. In other 

words, it 1a goiDg around t .hree sides of a square instead of one. , 

Obviously that would apply to wheat from Hontana or the Dakotas. 

The logical outlet is the straight line. It is .Pinet nature to 

have that wheat shipped down .to 9&1veeton or Houston and then go 

around three sides of the square instead of going straight. 
I . That is one of the principal answers to some of the objections 

to the Treaty,. It is the rule of common sense. 

Q. May we use this for background? 

THE PRESIDENI': Yes. 

Q Mr. President, does this mean that the Treaty ratification will b'e 

advocated on the basis of the present form, then? Do they want 

any reservations? 

THE PRESIDENl': I don 't know of any reservations. 

Q I t hink that the Engineers' report showed there has to be mor e water 

through the Chicago Canal and the Illinois River, otherwise they 

will have backwater of the thing? 

THE PRESIDENr: There is a new V.ar Department r eport which cove~s that 

pretty well. 

Q. I s lt the on e out last month? 
' 

THE PRESIDER.l' : Yes,4ha-t one. Bas that been release.d?- Have you had 

it? 

Q. Yes, sir. 

THE PRESIDENT: What does it eey? 

Q. It says that the District and Division Engineers an~ the Board of 

Engineers feels that the question should be lett with the Chief 

of EDgineerst t o increase the diversion, if it becomes necessary, 

• 
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aD4 the Chief ot Jbsineera diaaareed w1 th all the aubord1Datea. 
I 

TBB: PBBSIDIBr: I thiDk that is provided tor 1Jl the Treaty. Ill other 

words, the chief objection on the part ot the Engineers, even the 

Seni t&r7 EQgi.neers, is that at certain tilaes of the year there 

might be a necessity of taking quite a large volume ot water over 

a very short period in · order to flush out the Chicago sewage system. 

Now, in eitect, that is provided tor in the Treaty. 

Q That would take quite a lot ot wat"er, wouldn't it? 

THE PR!'.SIDENr: I imagine it would. (Laughter) But I think the 

Canadians would take that into consideration. (Laughter) They 

know Chicago, too, you know. · That is not background. (Laughter) 

Q Do I understand, Mr. President, we can use this as baoJcsround now? 

THE PRESIDEN.r: No , after t he :Message goes up. 

Q Anything further about publication of income taxes? 

THE PRESIDENT: I have not thought about it at all. I suppose that 

will come up in conference with some of the House people and 

Senate people. 

Q Can you tell us the status of the proposed Navy-Coast Guard measure? 

THE PRESIDENT: I have not heard anything more about it. I heard in ' 

the paper something of a report made. 
r . 

Q Our trade negotlators are telling us that, as tar as they lfnow, after , 

March we shall abandon the liquor embargo system and go to the o~d 

system of unrestricted flow? 

THE PRESIDOO': I do not know anything about it. 

Q The liquor quota system, as tar as they know, was only temporary, 

to end ~roh thirty-first. 

THE PRESIDENI': I would be veey leary of that. (Laughter) .. 
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Q Mr. Presidat, in this aillc at:t'i.ke OQt nat there aoae ot the nl'iken, 

within the laat twenty-tour or forty-eight hours, ban atopped or 

waylaid a train, which was interstate c01111erce, and duaped about 

12,000 gallons ot mille. That was night betore last . Bas that 

been called to your attention? 

THE PRESIDENT: No, where was that? 

Q It was on .the Soo Line between ll.undeleiD, Wisconsin (Illinois?), and 

a ll.innesota town. 

THE PRESIDE!fi': Was it beaded tor Chicago? 

Q Yes, sir; it was between two stops in one state and another. 

THE PRESIDENr: I bad not heard about it . --wbo do you suppose would 
•' 

know about that, the Department of Commerce? 

Q I imagine it would have been called t o their attention, s ir. 

Q Mr. President, do you favor the amortization of railroad debts 

through sinking funds as recommended by the Interstate Commerce 

Coram.ission in its annual report to the Congress? 

T~ PRESIDENT: Yes, absolutely. One of the chief troublas, of course, 

with the whole r ailroad financial problem has been the ·tact that 

such a very large proportion ot the capital structure has been in 

the form ot a mortgage debt ~er than stock • 
...... 

Last spring, without naming any names of roads, a number ot 

' the la.rgest and most important carriers thst had been solvent tor 
• I a great many years were faced with receivership and if the condi-

• 
tiona of the first three months had continued they would probably, 

as we know now -- I don't thi.nk there is any particular reason why 

it should not be stated as a tact that six mqnths would haTe seen 

reoeiTershi~s tor a number ot the major roads ot the United States. --.. 
• 
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1 
ot oouree, tllat 1IOUl4 llaYe been oauaecl 1»1 their 1DabiUt1 to Met 

the intereat on their 110rtpae 4ebta, wbioh, 1D -.n1 oaeee, ND 

ae bigh as , SO to 6ol' ot their entire capital structure. It bae 

been the hietoey ot ra1lroad1DS in this countey -- 1t 18 the old 

school ot thought -- tbat when a mortgage becomes due, when the 

lite ot a bond issue came to an end, illstead ot PBTiDS it ott out 

of a stnk1JI8 fund or instead of amortizing it over a period of 

years, the railroads would refund the debt by borrowing an equal 

amount ot money and extending the debt tor thirty years or fifty 

years, or something like that. 

One of the 'best illustrations is the road runnillg past our 

place in ~de. Park, bull~ in 1841. The~ issued, for the construc­

tion of the Hudson River Railroad, seven per cent gold bonds. I 

think they were thirty-year bonds, but they never established a 

-sinking fund and, when 1871 came along, they refunded by another 

issue of thirty-year bonds, and when those .came due they refunded 

that with another issue, and then finally, when the market was 

good, around 1911 or 1912, they refunded with a new issue which, 

if I remember -it correctly, was due in the year 2001. 

In effect, there was a debt for the construction of a rail­

road w~h was incurred in 1841;-and they never paid off a--cent 

of it, and i t has now been extended so thet it may be paid in the . -
year 2001. In other wo~s, it is just borrowing from ~ohn in order 

to pay Paul, or someth1JI8 like thet. .Most people today feel thB;t 

the Interstate Commerce Commission is dead right in demanding, as 

a broad prillciple, that the railroads, as fast as it is financially 

possible for them to do so, should set up sin)(1J18 funds tor 811Dual ·-

....... 



' 

"" '' ., 
86-8 

,.,.._,. ot ea. k1D4 out ot eutl1Ds•, so •• to pq ott u 1Jlovre4 

110rtpp oblipUOD wba it talle due. 

GoiJis baok apiD to the eitu&Uon last epriJls which I wae 

talking about, these aajor railroads faced dittioult1ee because 

they had not aade anoush JIIODey to pay the interest on their mort-
• 

gage debts. In moat cases, if their mortgage debt had been a 
• 

great deal lower 1D proportion to their capital, they would have 

had enoush money- t o get by w1 th. In other words, if stock has re-

placed that mortgage debt, assuming that the total capitalization 

was correct , if stock had replaced that mortgage debt, a.ll they 

would have done would be to pass the dividend on to stocks • . That 

does not throw any corporatio~ into bankruptcy. 

So I think the tendency is going to be -- and I think it is 

from the viewpoint of sound financing of public utilities -- that 
-

from now on they will make every effort to set up some fund for 

amortization. 

Now that means, to be fair to the railroads, that regulatory 

bodies like the Interstate Commerce Commission and other utility 

cGmmissions of states, OUght to seek in their decisions and orders 

to make it possible tor the utilities t o earn enoUgh t o set up 

this sink~ tund or amortization fund. That J,s only fair .:---

Q Would you set up the amortizatfon out of earni ngs or out of operat-

ing expenses? 

THE PRESIDENT: That is a technical question which I cannot answer; I 

don't know. It is about as long as it is short, isn't it? 

Q The railroads favor it to come out ot operating expenses. 

Q In view of what you said about railroads, does the same thing apply 
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to pUblic utilities? 

TBE PBJSIDmr:· Oil public utilities? 

' Q Telephones and enrything? 

THE PBJrSIDERI': Yes. 
. . 

Q - On the liquor situation, is it a good guess that we shall continue 

to insist on concessions 1'rom countries abroad in return for im-

ports into this country? 

THE PRESIDENt': I ~o not know. We are going ahead on the present basis 

t.or a three-months period, or something like that --

Q (interposing) It is a four-mon~hs period. 

THE PRESIDENt': And we have not taken up what we will do at the end of 

the period. 

Q Any comments on the situation with Russia? Could you lead us in any 

fashion in our United states-Russia stories which are coming to 

the front all the time? 
-

THE PRESIDENI': I don't think there is any news outside ot receiving 

the Ambassador. You bad better go and see Bill Bullitt. 

Q ae is quite quiet. 

THE PRESID:E.NI': The only thing I have talked to Ambassador Bulli tt about 

is what we are going to ao about housing. 
' - . . 

Q Mr. President, is t-here. any pregress in setting up some corpora:tion 

9r other organization to trade ~th Russia? 

THE PRESIDENT: No. There .is nothing more on that. I do not believe 

there wUl be very much in the way of news of any export corpora-

tion or export plan until the Secretary of. State gets back. We 

want blm back here before we get any very det'inite plan. 
I 

Q When do you expect him? 
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Q ea.ptroller Tremaine (llorr1a s. Tr81118.1ne) ot New York State oonterred 

the other day with the Tax Boerd on making warrants and certain 

aecuritiea ot states and cities discountable with the Federal Re-

aerve Board. 

THE PRESIDEtfl': Who did, Broderick? 

Q Tremaine, ot the New York State Board. 

THE PRESIDENl': New York City and other cities? 

Q I believe the proposition is that where the taxes had oeen in arrears 

1D previous years, they would still have a certain percentage die-

countable with the Federal Reserve System, which would unfreeze a 

lot ot notes now lying around in banks. 

THE PRESID!Nr: 
. ..... 

I hild not heard anything about it. As a matter ot tact, 
J 

the tax arrear payments are coming along pretty well in moat ot 

t he New York cities. 

Q This would not apply only to New York but all over the country. 

THE PRESIDEm': Yea, even over the country they are beginning t o pay 

arrearage a. 

Q Where can I get any"""1'igures on that, do you know? 

THE PRESII:lENr: I do not know. 

Q There was a suggestion at Mr. Ickes' conference yesterday that you 
. 

might ask Congress tor further appropriations on the Public Works 

program. Can you enlighten us a little on that? 

THE PRESIDENl': Only what I told you before, the tl ,l66,ooo,ooo. that" 

will oe going up sometime soon "and the $2,000,000,000. tund, the 

allocation ot whicb we are not certain about yet, tor the follow-

1qg fiscal year. That ia aa tar as we got. 
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~ gc.tns baok tor a •nat to tllia quenion ot aet~iDs up a a1Dk1Ds 
• tuD4, J'OU said that as tar as possible resulatoey bodies should 

seek to uke possible auoh paJIIeJlts. Does that illTolTe the idea 

that ill epeoUio illstanoes it llight be adTieable or necessary t o 

illorease rates to make possible such payments? - Do you think that 

would be possible? 

THE PRF.SIDl!Nl': Let's put it the other way around: In the reduction 

ot r~es, they should not be reduced so as to make i~ impossible. 

:MR. EARLY: Let ' s go. 

. 
~ . · 


	0003
	0004
	0005
	0006
	0007
	0008
	0009
	0010
	0011
	0012
	0013
	0014
	0015
	0016
	0017
	0018
	0019
	0020
	0021
	0022
	0023
	0024
	0025
	0026
	0027
	0028
	0029
	0030
	0031
	0032
	0033
	0034
	0035
	0036
	0037
	0038
	0039
	0040
	0041
	0042
	0043
	0044
	0045
	0046
	0047
	0048
	0049
	0050
	0051
	0052
	0053
	0054
	0055
	0056
	0057
	0058
	0059
	0060

